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This report is meant for discussion purposes only and
should not be relied on for making decisions without
seeking professional advice.

The sponsors of this report, being the Africa Carbon
Markets Initiative (ACMI), working with broader partners,
are seeking to contextualise the impact carbon markets
could have on the African continent. The Report does
not endorse any companies, organisations, products
or credits included in this report, nor have the sponsors
assessed individual companies or projects.

ACMI itself is not a commercial initiative. It aims to build
on, supplement and reinforce ongoing efforts towards
scaling voluntary, Article 6, and compliance carbon
markets on the continent, and not to compete with any
existing initiative.

The Report is intended to serve as a convening mes-
sage to represent the broader carbon markets eco-
system and not individual organisations. The goal is
for implementing partners to work together to deliver
a continental agenda and with agreement to disclose
any potential direct benefits and recuse themselves
from any efforts that could directly benefit themselves
or their organisations

Onits mission to scaling African carbon markets with integrity, equity, and transparency, the development of
this report has involved engaging with over 400 stakeholders, including:

Adrien Sinafasi — Dignité Pygmée
AerenYoung — EY
Albert Nyakujarah — Afreximbank

Alfred Gichu — Kenyan Ministry of Environment
& Forestry

Amadou Hott — African Development Bank
Andrew Hedges — Baker McKenzie
Anna Lehmann — Wildlife Works

Annette Nazareth — Integrity Council for Voluntary
Carbon Markets

Apollo Tushabe Mukama — TIST
Ash Berman - Climate Action Platform Africa
Azapmo Jean Bertrand - African Union

Bankole Oloruntoba - Nigeria Climate
Innovation Centre

Beatrice Karanja — Natural State

Chris Gordon - Conservation Alpha/Natural State
Chris Leeds — Standard Chartered

Deepti Jerath — MIGA

Dorothy Naitore — TIST

Dudu Douglas-Hamilton — Independent consultant
Evans Osano - FSD Africa

Femi Adeyemo — Apex Steel

Fiona Napier — UN Climate Champions

Gillian Caldwell — USAID

Grace Mwangi — Kenya Climate Innovation Centre
Greg Murray — CleanStar Ventures

Helen Brume — Afreximbank

Henrik Axelsson - Odyssey Energy Solutions

lan Kuwahara - Verra

Isaac Rubayiza — Eastern Africa Alliance
Jacqueline Musiitwa — USAID

James Kairo — Mikoko Pamoja

Jean Paul Adam — United Nations Economic
Commission for Africa

Jess Chaplin — Native
Jit Bhattacharya — BasiGo
John Goldstein — Goldman Sachs

Jodo Saraiva — Advisor to Mozambique's Minister of
Economy and Finance

Joshua Ayuo - Kenya Wildlife
Conservancies Association

Julius Kamau — JuliusCarbon Ventures
Kelley Kizzier — Bezos Earth Fund

Kevin Kariuki — African Development Bank
Kranav Sharma — Verra

Lanre Shasore — Nigeria Climate
Change Commission

Lex Hovani — USAID

Lilian Mwihaki Mugi — Plan Vivo

Lisa Kowitz — USAID

Mark Kenber — VCMI

Martin Hession — European Commission

Maryam Shehu Mohammed — Nigeria Sovereign
Investment Authority

Mohamed Farid Saleh - Financial Regulatory
Authority, Egypt

Muireann Mageras — Hartree Partners

Nyangena Brian — Verst Carbon

Olivia Adhiambo — Wildlife Works

Olufonso Somorin — African Development Bank
Ousmane Fall Sarr — West African Climate Alliance
Owen Hewlett — Gold Standard

Pearl Nkusi — Rwanda Environment
Management Authority

Peter Nyeko — Mandulis Energy
Perumal Arumugam — UNFCCC

Prabhakar Vanam — Kenya Climate
Innovation Centre

Rachid Firadi — Ministry of Energy Transition Morocco
Sam Grant — CLASP

Sitoyo Lopokoiyit — Safaricom

Sophie Odupoy — KOKO Networks

Toby Campbell-Colquhoun — Rand Merchant Bank
Tom Lalampaa — Northern Rangelands Trust
Tommy Ricketts — BeZero

Venny Chironga — Zimbabwe Tourism Authority
Vikash Talyan — Gold Standard

Victor Alagbe — Apex Steel

William Perraudin - Risk Control Limited
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The Global Energy Alliance for People and Planet
(GEAPP) ) is an alliance of philanthropy, entrepreneurs,
governments in emerging and developed economies,
and technology, policy and financing partners. Their
common mission is to support developing countries’
shift to a clean energy, pro-growth model that ensures
universal energy access and unlocks a new era of
inclusive economic growth, while enabling the global
community to meet critical climate goals during the
next decade. In doing so, as an alliance, GEAPP aims
to enable 150 million new jobs, reduce 4 gigatonnes
of future carbon emissions, and expand clean energy
access to one billion people. With philanthropic part-
ners, Bezos Earth Fund, IKEA Foundation, and The
Rockefeller Foundation, GEAPP is working to build the
enabling environment, capacity, and market condi-
tions for private-sector solutions, catalyse new busi-
ness modelsthroughinnovation and entrepreneurship,
deploy high-risk capital to encourage private-sector
solutions, and assist just transition solutions.

Supporting partner

* ROCKEFELLER
. FOUNDATION

Sustainable Energy for All (SEforALL) is an interna-
tional organisation that works in partnership with
the United Nations (UN) and leaders in government,
the private sector, financial institutions, civil society,
and philanthropies to drive faster action towards
the achievement of Sustainable Development Goal
(SDG) 7 - access to affordable, reliable, sustainable
and modern energy for all by 2030 — in line with the
Paris Agreement on climate change. SEforALL works to
ensure a clean energy transition that leaves no one
behind and brings new opportunities for everyone to
fulfil their potential.

The Rockefeller Foundation is a leading philanthropic
organisation dedicated to addressing global chal-
lenges. Collaborating with diverse partners, it focuses
onfostering resilience, equity, and innovation. With ini-
tiatives like the Africa Carbon Markets Initiative (ACMI),
the foundation works to create an enabling environ-
ment for sustainable solutions and support ajust tran-
sition effort, particularly for those who need it most.
Committed to positive social change, it plays a crucial
role in shaping transformative initiatives across health,
education, economic development, and environmen-
tal sustainability.

UN Climate Change
High-Level Champions

The UN Climate Change High-Level Champions
deliver on their mandate to enhance ambition and
strengthen the engagement of non-state actors in
supporting the UN parties, working with the Marrakech
Partnership, to deliver the goals of the Paris Agreement.
To connect the work of governments with the many
voluntary and collaborative actions taken by cities,
regions, businesses and investors, nations decided
to appoint two High-Level Champions, Dr Mahmoud
Mohieldin and Mr. Nigel Topping. They build on the
legacy of their predecessors to engage with non-state
actors and activate the ‘ambition loop’ with national
governments. Their work is fundamentally designed
to encourage a collaborative shift across all of society
towards a decarbonised economy so that we can all
thrive in a healthy, resilient and zero-carbon world.

United Nations Economic Commission for Africa
(UNECA) was established by the Economic and Social
Council of the UNin 1958 as one of the UN’s five regional
commissions. UNECA's mandate is to promote the
economic and social development of its member
states, foster intra-regional integration, and promote
international cooperation for Africa’s development.
Made up of 54 member states and playing a dual role
as aregional arm of the UN and as a key component of
the African institutional landscape, UNECA is well-po-
sitioned to make unique contributions to address
the continent’s development challenges. UNECA's
strength derives from its role as the only UN agency
mandated to operate at the regional and subregional
levels to harness resources and bring them to bear on
Africa’s priorities.
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Forewords

Foreword from The Report Sponsors

As global climate action continues to evolve, it is
becoming increasingly clear that African carbon
markets can be a pivotal development pillar for Africa
and unlock much-needed climate finance across the
continent. . Africa, with its rich natural diversity and
complex socioeconomic dynamics, plays a key role
in both the impacts and solutions of climate change.
Carbon markets are more than an economic oppor-
tunity. They are a potential path to achieving the Paris
Agreement’s climate goals and helping propel Africa
on its path towards resilience and prosperity, in line
with the African Union’s Agenda 2063.

Carbon markets can unlock new avenues for green
growth. Carbon markets can help Africa tap into
investments in renewable energy, sustainable agri-
culture, and biodiversity conservation, thus creating
green jobs and combating energy poverty. What this
drives is not just growth — it is sustainable growth with
a socioenvironmental responsibility.

As Africa aims to scale its carbon markets, integrating
advanced technologies and expertise is central, as it
has the potential to catalyse innovation and environ-
mental stewardship across the continent. It is pivotal
to establish robust policies, regulations, and efficient
market mechanisms, while ensuring broad-based
participation to fully realise the potential of carbon
markets. As we strive towards a sustainable, low-car-
bon Africa, the opportunities are significant, and the
commitment from players across the continent is

Damilola Ogunbiyi

CEO, SEforALL; Special
Representative, the UN Secretary-
General for SEforALL; Co-Chair,
UN-Energy

GEAPP

Joseph Nganga

Interim Managing Director,

strong. This report serves as a roadmap for this effort,
guiding our collective efforts to utilise carbon markets
for climate mitigation, economic growth and to accel-
erate a just and equitable energy transition for Africa
and beyond.

We acknowledge that the effectiveness and long-
term viability of carbon markets in Africa depend
fundamentally on their integrity and quality. As the
continent grapples with deforestation, habitat loss,
and biodiversity decline, it is crucial that carbon mar-
kets are designed and managed with stringent stan-
dards and transparent governance. These markets
should also embody principles of equity and fair ben-
efit distribution. Itis essential that local and indigenous
communities, who are often the guardians of these
natural habitats, are not just participants but benefi-
ciaries of the carbon markets.

As we look ahead to the mid-century timeline to
achieve the Paris Agreement, it is important to high-
light that carbon markets are not just effective tools for
climate change mitigation and adaptation for Africa
but also serve as catalysts for inclusive and sustain-
able development across the continent. We express
our gratitude to everyone contributing to this journey
and invite partners and stakeholders to join the ACMI
to help shape Africa’s carbon market future. Together,
we can create a legacy of positive impact for gener-
ations to come.

\\
William Asiko
Vice President of the Africa

Regional Office,
The Rockefeller Foundation



Forewords

Foreword from ACMI’s CEO

Carbon markets, although in their infancy, are likely
to become one of the key tools in the toolbox of
financing climate action worldwide. In a world where
‘we must do everything, everywhere, all at once’, the
advent of a transparent carbon market in Africa will
enable both large and small players to develop proj-
ects of high integrity, with real climate action occurring
on the ground. Africa is uniquely positioned to tackle
climate change while improving livelihoods and pro-
tecting biodiversity. Its abundance of cost-effective
clean energy allows for ‘prioritising energy-intense
industries to trigger a virtuous circle of renewable
energy deployment and economic activity [including]
shifting the primary processing of Africa’s raw material
exports to the continent'?

The Africa Carbon Markets Initiative (ACMI) was set
up in response to this opportunity with one overrid-
ing objective: to work with partners to scale carbon
markets in Africa that have integrity, equity, and
transparency. In its first year, ACMI and its collabora-
tors have made progress across the carbon market
value chain, spanning supply and standards, inter-
mediation and financing, demand, and cross-cutting
topics. These achievements against ambitious goals
are the product of ACMI's proactive coordination with
diverse actors and extensive stakeholder engage-
ment focused on the areas with the greatest potential,
drawing on ACMI's support to drive practical impact.
ACMI, together with partners, is working with govern-
ments to help them operationalise a conducive envi-
ronment to, among other things, drive private-sector
investment into carbon projects; working with different
financing sector players to create de-risking solutions
to ease the flow of capital to where it is most needed;

and developing new project types and methodologies
that apply global standards to the contextual reali-
ties on the continent, all with a view to unlocking new,
untapped carbon credit potential across Africa.

ACMIlupholds and supports global efforts to raise the
baronintegrity incarbon markets. It articulates integ-
rity across the value chain to unlock credible demand.
This focus onintegrity and quality cuts across our work
on the operationalisation of Article 6, voluntary and
compliance markets in line with national priorities and
frameworks while addressing demands for integrity
and transparency, backed by real-world data.

Africa is already on the path to driving green growth
through renewable energies, sustainable agriculture,
biodiversity conservation, and climate diplomacy.
Small-scale sustainable projects in Africa function as
key testing grounds for scaling such efforts globally
in areas like blue carbon and Al-powered soil carbon
projects. ‘Our continent has the fundamentals to
spearhead a climate compatible pathway as a thriv-
ing, cost-competitive industrial hub with the capac-
ity to support other regions in achieving their net zero
ambitions’. ®

Building on years of work, ACMI is already well on
its way in advocating for, advising, and assembling
players across the African carbon markets value
chain, activating economic as well as environmen-
talimpact. It is early days, but we are keen over the
next two years to work with even more partners and
stakeholders to make a carbon credit market for Africa
a powerful force for good both for the continent and
the world.

Paul Muthaura

CEO, ACMI



Executive summary: The Sponsor’s
Narrative on African Carbon Markets

A transformative force for good

2024 has highlighted major credibility issues in
carbon markets. Several investigative publications*
have raised concerns that the true emissions reduc-
tion potential of many carbon credit projects has been
overstated. In particular, projects based on avoiding
deforestation (REDD+) were flagged for concern, such
as Zimbabwe's headline-making Kariba project. This
issue is crucial, as REDD+ is the world's largest single
category of projects, comprising 28% of all credits
issued since 2016. Similar concerns have been raised
for projects thatimplement cleaner cookstoves.® These
issues have greatly impacted Africa. Cookstove proj-
ects, together with deforestation avoidance projects,
comprise roughly 90% of Africa’s recent credit supply.®
When looking at buyers of carbon credits, there is
intense scepticism that credits are used for green-
washing, an excuse to keep polluting.” These issues
have made carbon markets lose some credibility as
a tool for addressing climate change or generating
wider societal benefits. Existing concerns have been
compounded by alack of transparency about carbon
credits and where their revenues go, as well as ques-
tions of carbon credit projects’ equity. Some people
ask whether carbon credits, particularly large land-
use projects, are causing Africans to lose their land to
facilitate continued pollution by rich countries — driv-
ing concerns about a form of recolonisation in Africa.®
Thisis particularly important for projects that are used
to help foreign countries meet their climate targets
through Article 6 of the Paris Agreement, and many
such initiatives have been flagged for particularly low
transparency.® They have been the main driver of the
past year’s 22% reduction in global demand for carbon
credits, leading to over-the-counter carbon credit
prices dropping 30-50% from their peak to return to
2021 levels.® All these concerns matter as they inform
the new era of African carbon markets that are intent
to uphold high-quality carbon credits and high-integ-
rity carbon markets.

Alotis at stake, and failing to address these issues
could prevent the market from unlocking substan-
tial benefits for African people, economies, and
livelihoods. Despite recent concerns, high-integrity,
transparent, and equitable African carbon credits
have continued to deliver benefits for broad sections
of society (Exhibit 1). They support African income and
jobs, food security, people’s health, climate resilience,
and biodiversity, thus directly contributing to at least
10 of the United Nations’ 17 Sustainable Development

Goals. With voluntary carbon credits valued at roughly
$2 billion globally and potentially growing 5-50x by
2030, high-integrity carbon markets could provide
significant benefits to African people and be a critical
source of climate finance for the continent. But if these
credibility issues prevail on the continent, markets will
move forward without Africa. The immense opportu-
nity for Africa could be missed entirely.

cc By developing a robust,
transparent, and sustainable
mechanism through which
a carbon credits market
can yield attractive income
and development opportu-
nities for communities at the
frontlines in the fight against
climate change, we will align
incentives among polluting
producers and sequestration
enterprises to achieve net zero
industrialisation and shared
green prosperity.

H. E. William Ruto, President of Kenya."

Africa Carbon Markets Initiative (ACMI) | Status and Outlook Report 2024 8



Exhibit 1:

Carbon markets deliver particularly valuable benefits for Africa across the Sustainable

Development Goals

Benefit category Explanation

Evidence in African projects
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Income and jobs Carbon projects can create many more jobs than unsustainable investments:
Ecosystem restoration creates 3.7x as many jobs as oil and gas production, and
investments in solar energy create ~1.5x more jobs than investments in fossil fuels’

Carbon projects’ sustainable income streams are particularly valuable for rural
communities living below the poverty line, which make up 33% of Africa’s populationit

Renewables projects can improve electricity access, greatly boosting wellbeing and economic returns by
local economies for the 43% of Africans who don't have access to electricity

Well-designed carbon credit projects can produce major benefits for Africa’s large
population of indigenous peoples, numbering over 50 million", and local communities

A decentralised solar
energy project in a major
African country is
employing 300 local youth Hmms
to install solar panels,
which will generate further

boosting energy security
for over 3,000 households
and small businesses

Food security

=C
o8

yields by up to 20%"

This can greatly support the 30% of Africans who are malnourished™ while

Carbon credits can strengthen food security by incentivising farmers to adopt
sustainable agricultural practices that can improve soil health and increase

An agricultural project involving 60,000 farmers
in Kenya was able to boost yields by up to
15-20%, increasing food security and helping
farmers weather climate shocks*

increasing incomes for more than half the continent’s workforceiv

People’s health

women and children

Household air pollution currently causes ~700,000 deaths annually in AfricaYi -
but the large number (70%) of African carbon credit projects that use cookstoves
or renewable energy can greatly reduce this, saving lives, particularly among

Nature-based solutions can protect crucial ecosystems which improve air quality
and provide sources of food, water, and medicineVi

A typical cookstove project in
Ethiopia was reduced household
air pollution by 46% - if this
happened across Africa,

it could save up to 300,000 lives
annuallyX

insecurity, and natural disasters by 2050Vii

3 ol 13 o

Climate resilience Nature-based carbon credit projects can greatly improve climate resilience
among the 1billion Africans who are estimated to suffer from water stress, food

A Kenyan mangrove protection project helps
protect locals from climate change by
providing a barrier against severe storms and
flooding while preserving a crucial ecosystemi

Biodiversity

Q‘w/ﬂ 1% :l,,_\ "

© 0 6

the continent’s species of plants

Nature-based projects can greatly help safeguard Africa’s biodiversity (home to
1/4 of the world’s biodiversity hotspots*ii) and the extinction risk faced by 1/3 of

A Nigerian project avoids
deforestation in one of the
world'’s 36 biodiversity hotspots
while benefiting over 300
households*

i.World Resources Institute (2021). ‘The Green Jobs Advantage: How Climate-friendly Investments Are Better Job Creators.’

ii. UNDP and OPHI (2022), ‘Leaving no one behind: Poverty reduction in sub-Saharan Africa.’
iii. IEA (2022). ‘Africa Energy Outlook 2022.
iv. African Development Bank (2021), ‘Raising Africa’s agricultural productivity - Feed Africa.’

v. World Bank (2014). ‘Kenyans Earn First Ever Carbon Credits From Sustainable Farming.’ and Adane et al. (2021). ‘Biomass-fuelled improved cookstove intervention to prevent household air pollu-

tion in Northwest Ethiopia: a cluster randomized controlled trial.”

vi. Fisher et al. (2021). ‘Air pollution and development in Africa: impacts on health, the economy, and human capital.’
vii. OECD (2022). ‘Workshop on Scaling-up the implementation of nature-based solutions for climate.’

viii. Global Center on Adaptation (2022).‘Climate Risks in Africa.’
ix. Interview with African project developer.
x. Source Trace (2023). ‘Carbon Farming in Africa: Experiences so far and opportunities ahead.’

xi. Adane et al. (2021). ‘Biomass-fuelled improved cookstove intervention to prevent household air pollution in Northwest Ethiopia: a cluster randomized controlled trial.’ Extrapolation of lives saved

assumes linear relationship between pollution levels and death numbers for simplicity.
xii. UN Africa Renewal (2023). ‘How Kenyan coastal villagers are cashing in on carbon credits’
xiii. European Commission (2023). ‘Supporting civil society in biodiversity hotspots.’

xiv. Stévart et al. (2019). ‘A third of the tropical African flora is potentially threatened with extinction.”

xv. UN REDD+ Programme (2019). ‘Community-based REDD+ Projects in Iko Esai, Nigeria.’

The Sponsors fully recognise these issues but have
confidence in the ongoing, proactive efforts to solve
them. Constructive scrutiny is a welcome check on
maturing markets, helping actors rethink how they
can best serve wider society. And many are already
working diligently to address issues in carbon markets.
On the supply side of voluntary markets, the Integrity
Council for Voluntary Carbon Markets (ICVCM) recently
launched its Core Carbon Principles (CCPs), setting out
fundamental principles for carbon credit projects that
help raise the integrity bar considerably. Additionally,
standards bodies have published an updated integ-
rity-boosting cookstove methodology and are due to
release an updated REDD+ methodology that uses arti-
ficialintelligence and satellite data to boost integrity. On
the demand side, new evidence shows that most busi-
nesses do not use credits for greenwashing but rather
to decarbonise faster and help others do the same. A
recent Sylvera report shows that, on average, compa-
nies that buy carbon credits reduce their emissions two
times faster per year than companies that don’t? And
the average business that buys carbon credits invests
three times more in emissions reduction efforts within

their value chain, helping other companies to decarbo-
nise.” In addition, markets have taken steps to prevent
any remaining greenwashing by setting guidelines for
using carbon credits and making credible claims. This
has taken the form of the EU’s Green Claims Directive,
the 1ISO’s Carbon Neutral Standard, the Voluntary
Carbon Markets Integrity Initiative (VCMI) Claims Code
of Practice, and the Science Based Targets Initiative’s
(SBTi) Beyond Value Chain Mitigation reports. Further,
several initiatives continue to enhance the transpar-
ency of carbon markets. New methodologies from the
world’s largest standards providers undergo extensive
public consultation.* Additionally, most project meth-
odologies require free, prior, and informed consent
from local communities before carbon credit projects
can start, as well as regular independent audits that
engage community members. These mechanisms will
increasingly help integrity concerns come to light, and
the publication of ICVCM'’s CCPs is a leading light for
the wider carbon markets ecosystem. Indeed, at the
time of writing, Standards representing 95% of the vol-
untary carbon market have met CCP-eligible status.
ACMl is confident in this progress, and it is not alone.

Africa Carbon Markets Initiative (ACMI) | Status and Outlook Report 2024 9



African leaders are increasingly backing carbon mar-
kets as an engine for green growth — made for Africa, by
Africans. Ministers from Ghana, Malawi, Mozambique,
and the Democratic Republic of Congo underlined this
support at the Africa Climate Summit in September
2023. Support is also reflected in the push by leaders
to develop sophisticated carbon market regulations
in countries that include Kenya, Ghana, Mozambique,
Senegal, and Zambia.

Over the past year, ACMI has also worked to help
solve these issues by collaborating with carbon
market actors to secure five headline achievements.
Inthe past 12 months, we have built on existing market
momentum and worked with partners to:

1. Broaden our scope to integrate compliance carbon
markets and mechanisms under Article 6 of the
Paris Agreement, in addition to the initially targeted
voluntary carbon markets.

2. Engage seven countries to develop comprehen-
sive carbon market frameworks through activation
plans, collaborating with partners including USAID,
SIDA, and Enabel while leveraging partner relation-
ships to help create a market growth pathway that
fosters high integrity and transparency.

3. Aggregate intentions of USD 1 billion to invest into
high-integrity African carbon credits by 2030,
including USD 250 million of signalled investment
intentions. This serves as an advocacy tool to signal
significant offtake opportunities to project devel-
opers and investors, boosting both market confi-
dence and demand.

4. Compile the first-ever listing of African carbon
credit projects, showcasing over 100 projects that
aim to collectively offset over 90 MtCO,e annually
— providing transparency on Africa’s supply and
benefits across projects.

5. Develop adiesel/petrol generator phase-out meth-
odology concept note, which has been approved
by Gold Standard’s technical advisory committee,
to channel valuable financing for clean energy.

These achievements were all made possible by
ACMI working with partners and engaging with over
400 carbon market actors, many of whom are firmly
behind high-integrity, high-equity, and at-scale
African carbon markets.

The industry-wide outlook for the coming years out-
lined in this Report will further tackle the challenges
needed to scale high-integrity African carbon mar-
kets and unlock benefits for the continent. As outlined
in ACMI's Roadmap Report 2022, ACMI used substan-
tial market feedback to ensure that this organisa-
tion-specific strategy used ACMI’s unique position
to help drive higher integrity and unlock benefits for

Africa. This Report intends to build on this knowledge to
foster collaboration for increased integrity, equity, and
transparency while also championing African interests
by advancing a positive narrative on carbon markets.
Further, the Sponsors will work with partners to support
governments, project developers, and communities
through a combination of direct support and tools for
effective regulation and high-integrity supply. Within
this outlook, ACMI seeks to positioned itself as a cen-
tral point of reference on the state of African carbon
markets. ACMI seeks to convene market participants
to build joint momentum around the path forward. We
will complement these efforts by advocating for all
forms of carbon credit demand (complicmce, volun-
tary carbon markets, and international trading under
Article 6), moving towards securing commitments and
closing transactions.

To fully scale high-integrity African carbon markets
and unlock their many benefits, all actors must come
together with raised ambitions. ACMI's 2022 Roadmap
Report highlighted that Africa has the potential to scale
its carbon credit market 19-fold by 2030, supporting up
to $6 billion of revenue and 30 million jobs. Exhibit 1
shows that a high-integrity market of this size could
be a major channel for green growth financing across
the continent. However, realising this potential relies
onall actors in African carbon markets playing a more
prominent role. Governments must establish a clear
and stable regulatory landscape conducive to scal-
ing carbon markets. Suppliers must substantially scale
the production of high-integrity credits that equita-
bly share revenue with local communities. Buyers will
need to set and act on credible net zero commitments.
That means using credits alongside more ambitious
efforts to decarbonise their operations while support-
ing a high-integrity supply pipeline by committing to
long-term offtake. Each actor in the market has a role
to play. Partner with ACMIand commit to playing yours.

€€ The statistics are undeniable
— Africa possesses immense
potential for nature-based
solutions, yet we have seen
only a mere 2% of this poten-
tial transformed into carbon
credits. This is a call to action,
an opportunity that we must
seize to mitigate the impacts
of climate change and propel
our continent toward a greener
and more resilient future.

Mohammed Amin Adam,
former Deputy Minister for Energy, Ghana.”



1. The past year for
carbon markets
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1.1 Key trends in global
carbon markets

Globally, carbon markets® have mobilised over
$5 billion for carbon credits in the past five years'® and
continue to deliver benefits across the Sustainable
Development Goals. Carbon credits produce valuable
benefits for many dimensions of society. In addition
to the direct decarbonisation benefits outlined below,
carbon credits create a substantial number of jobs

Exhibit 1.1.1:

and income for local communities while improving
food security, health, climate resilience, and biodiver-
sity (Exhibit 1.1.1). These benefits are particularly strong
for well-designed projects, of the kind ACMI supports,
that have high integrity and provide tangible, equita-
ble outcomes for local communities.

Carbon markets continue to deliver benefits across the SDGs

Benefit category SDGs supported Explanation and evidence

Income and jobs

Global carbon markets were worth ~$2 bn in 2022 alone, generating incomes for millions of people - in well-
designed projects, a large share of this can go to local people!

Carbon projects create jobs across the carbon credit value chain: From direct jobs in developing projects to
jobs in monitoring, reporting, and verification (MRV), and further jobs through upstream demand for
manufactured products like decentralised renewable technologies

The green investments that carbon projects facilitate create many more jobs than unsustainable investments:
Per $ invested, ecosystem restoration creates 3.7x as many jobs as oil and gas production, and investments
in solar energy create ~1.5x more jobs than investments in fossil fuels’

Carbon credits can improve food security by incentivising farmers to adopt sustainable agriculture practices

Food security
that can improve soil health and increase yields by up to 20%fi

Cookstove projects can reduce household air pollution by roughly 30-45%", providing benefits to the roughly

People’s health B

4 billion people who suffer from household air pollution, particularly women and children¥

Nature-based solutions can protect crucial ecosystems which improve air quality and provide sources of
food, water, and medicine"i

By improving climate resilience, carbon credit projects can also reduce health issues caused by climate
change, which is projected to cause 250,000 deaths a year between 2030-50Vii

(=Nl
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Climate 3. 135 Nature-based projects, particularly wetland restoration and forest conservation, help communities adapt to

resilience 9 changing climates by preserving natural barriers against disasters that will be exacerbated by climate
changeii

Biodiversity Nature-based projects can boost plant and animal species numbers, especially projects that avoid

deforestation or restore indigenous habitats

i.$2 bnis based on total carbon credit supply and credit prices in 2022. Data from Refinitiv, Carbon Research, Ecosystem Marketplace.
ii. World Resources Institute (2021). ‘The Green Jobs Advantage: How Climate-friendly Investments Are Better Job Creators.’
iii. World Bank (2014). ‘Kenyans Earn First Ever Carbon Credits From Sustainable Farming.’and Adane et al. (2021). ‘Biomass-fuelled improved cookstove intervention to prevent household air

pollution in Northwest Ethiopia: a cluster randomized controlled trial.”

iv. van Gemert et al. (2019). ‘Effects and acceptability of implementing improved cookstoves and heaters to reduce household air pollution: a FRESH AIR study.’
v. Phillip et al. (2023). Improved cookstoves to reduce household air pollution exposure in sub-Saharan Africa: A scoping review of intervention studies.’
vi. Network Nature (2023). ‘Assessing the Benefits and Costs of Nature-Based Solutions for Climate Resilience: A Guideline for Project Developers.’

vii. WHO (2023). ‘Fact sheets: Climate change and health.’

viii. OECD (2022). ‘Workshop on Scaling-up the implementation of nature-based solutions for climate.’

ix. Tedersoo et al. (2023). ‘Towards a co-crediting system for carbon and biodiversity.”

Carbon markets also continue to play a central role
in reducing global emissions and are used by most
businesses to go beyond ongoing efforts to decar-
bonise. Studies show that businesses that buy carbon
credits tend to decarbonise faster, reducing their
emissions annually by 6.2% compared to an aver-
age of 3.4% for companies that don't.” Additionally,
the median business that buys carbon credits invests
three times more in emission-reduction efforts within
their value chain, helping other companies decarbo-
nise.”® Beyond voluntary carbon markets, the prev-
alence of compliance carbon markets (Exhibit 1.1.2)
is also a major driver of global emission-reduction
efforts. Emissions trading systems and carbon taxes

push companies to decarbonise through financial
incentives, particularly among the emission-intensive
power, energy, and heavy industry sectors.”® Moreover,
carbon credits traded internationally per Article 6 of
the Paris Agreement (Exhibit 1.1.2) can help ensure
global decarbonisation efforts remain cost-effective.
ACMI thus aims to support a range of carbon market
systems that can each help decarbonisation and
channel benefits to Africa.

Recent studies show that businesses that buy carbon
credits decarbonise two times faster — on average, they
reduce their emissions by 6.2% annually compared to
3.4% among companies that don’t buy credits.

a Includes carbon credits traded through voluntary carbon markets and Article 6 of the Paris Agreement.



Exhibit 1.1.2:

There are key differences between voluntary carbon markets, compliance carbon markets, and

internationally traded credits under Article 6 of the Paris Agreement

Voluntary carbon
markets

Individuals and companies
voluntarily choose to purchase
carbon credits that finance
projects which avoid or
sequester emissions, e.g.
nature-based solutions, clean
cookstoves, or renewable
energies

7

&S

Compliance carbon
markets

Government regulations
require certain industries to
limit their carbon emissions
through financial incentives —
these can take the form of a
tax or an emissions trading
system, whereby companies
can trade emissions credits to
comply with these regulations

0B

International trading
of carbon credits
through Article 6

Nations sign bilateral
agreements under Article 6 of
the Paris Climate Agreement to
trade carbon credits (called
ITMOs'), where the acquiring
country can use the credits
towards their climate targets
(NDCsi)

i.Internationally Transferred Mitigation Outcomes. | ii. Nationally Determined Contributions.

These benefits underpin a positive long-term outlook
for carbon markets, which are projected to grow by
five to 50 times by 2030 and supportlocal communi-
ties and SDGs even more. Voluntary carbon markets
are set to grow far beyond their current market size and
are forecast to be valued in the tens of billions of dollars
by 2030 (Exhibit 1.1.3). This projected growth establishes
carbon markets as a meaningful vehicle for financing
the green transition, representing approximately 1% to
2% of the annualinvestment needed for a1.5°C-aligned
future by 2030.2° Precise projections vary substantially
based on different future pathways to decarbonisa-
tion. If climate action is delayed and companies only
sparingly use carbon credits, then projections are for

Exhibit 1.1.3:

the value of carbon markets to reach roughly $10 billion
to $20 billion. Conversely, if governments and com-
panies rapidly raise climate ambitions, then market
values could increase up to $100 billion by 2030 - with
carbon credits playing a major role infilling the gap to
reaching net zero by 2050. Beyond voluntary carbon
markets, credits traded internationally under Article
6 of the Paris Agreement may also experience high
growth over the coming decade.? With such high
growth projections across different carbon market
types, major benefits will be unlocked for local com-
munities and the SDGs if carbon markets retain afocus
on high integrity, equity, and transparency.

Carbon markets are projected to grow substantially by 203022

Projected global carbon credit market size under different scenarios, bn USD

Bain [l McKinsey
W BCG

Credit Suisse

M icvem M Morgan Stanley 100 100

5x to 50x

/

2

50 50
10-40

15-30

2022

2030

Africa Carbon Markets Initiative (ACMI) | Status and Outlook Report 2024 13



Despite a long-term positive outlook, the past year
has seen a slight slowdown in carbon markets -
globally there was a 22% reduction in demand in
2023, while supply has still increased by 9%, leading
to prices that have largely returned to 2021 levels.
Carbon credit demand (measured through voluntary
credit retirements) has fallen mainly due to a hand-
ful of companies, such as Gucci, Nestle, and Delta,
pausing their purchases of carbon credits based on
recent concerns about credits’ integrity (see below).®
Demand has dropped most for forestry avoidance
credits and renewables given heightened concerns
about the integrity of these credit types. Carbon credit
supply (measured through issuances) still increased
by 9% relative to the previous year, but this growth
was highly uneven. Growth was mainly driven by
the release of 34 million credits for avoided defor-
estation projects through the ART TREES platform. In
contrast, other credit types, such as afforestation
projects and fossil fuel switching projects, saw drops

Exhibit 1.1.4:

in supply (Exhibit 1.1.4). These market dynamics have
also affected carbon credit prices. Prices have largely
returned to 2021 levels following a period of volatility in
early 2023. Prices for over-the-counter credits (mean-
ing credits traded directly between two parties), rep-
resenting roughly 75% of credits,** have decreased
by 30% to 50% from their peaks in early 2022. Average
prices for these credits are now around $3 for renew-
able energy carbon credits and up to $13 for credits
from avoided deforestation (REDD+) and forest man-
agement projects.? These prices also include inter-
mediary fees, which are not well documented but have
been estimated to be upwards of 15% of sales prices
and canreach up to 300% in extreme cases.” Average
prices for credits traded on carbon market exchanges,
which represent the minority of credits, have experi-
enced greater volatility and have dropped substan-
tially from their peaks at roughly $10 to $15 per tCO,e
to trading at $1to $2 today.”

Global carbon markets have seen a slowdown over the past year?e®

Global credit issuances and retirements, mtco,e

M Agriculture (avoidance)
M Agriculture (removals)
M Forestry (avoidance)

M Energy efficiency / fuel switching [l Other

Renewable energy
Fugitive emissions

Improved forest management (IFM)

150
Issuances 283 MtCO,e 307 Mtcoe
I
50 | - E— —_— | I -
I
O [ 1] I I —
[ ] I — T — — ]
I
-50 —
186 MtCO,e 144 MtCO,e
Retirements
-100
Q4/2021 Q1/2022 Q2/2022 Q3/2022 Q4/2022 Q1/2023 Q2/2023 Q3/2023

Two critical setbacks have driven the past year’s
slowing market: (1) concerns about credit integrity
and (2) adverse macroeconomic conditions. First,
substantial concerns have been raised about the
integrity of both credit supply and credit demand.
On the supply side, several investigative publica-
tions? have raised concerns that a substantial share
of carbon credit projects for avoiding deforestation
(REDD+) overstated their true emission-reduction
potential. REDD+ credits provide finance to landown-
ers to protect land from deforestation. Investigative
studies suggested that the protected land would not
have been deforested in many cases, even without
carbon credit financing, meaning that carbon proj-
ects were attributed with greater emission-reduction
credits than appropriate. This is crucial, as REDD+ is the
world’s largest single category of projects, comprising

28% of all credits issued since 2016. Concerns have
also been raised about the integrity of other project
types, such as cookstove projects,® and scrutiny has
led Verra to recently deactivate its methodology for
avoidance credits from rice farming.® Scrutiny has
also been mounting regarding the transparency of
carbon credits and where their revenues go, as well
as questions of carbon credit projects’ equity. Some
people ask whether carbon credits, particularly large
land-use projects, are causing Africans to lose their
land to facilitate continued pollution by rich coun-
tries — driving concerns about a form of recolonisa-
tion in Africa.’2 On the demand side, intense debate
has emerged around the role of carbon credits in
greenwashing, with frequent claims made that busi-
nesses use credits as an excuse to keep polluting.s
Additionally, as the international trading of carbon

b Dataincludes carbon credits traded through voluntary carbon markets and Article 6 of the Paris Agreement.



Exhibit 1.1.5:

The past year’s slowing market has been driven by two critical setbacks, but four significant market
opportunities will help carbon markets unlock five- to 50-fold growth over the next decade

The past year’s slowing market has
been driven by 2 main setbacks...

..but 4 major market advantages will help carbon
markets unlock 10-30x growth over the next decade

Increased media scrutiny of credits’

integrity:

+ Suppliers: Concerns that carbon
projects that do not reflect real
emissions reductions and lack
transparency
Buyers: Concerns businesses use
credits to greenwash and avoid
decarbonising their own operations

=0

® s
&
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Slowing macroeconomic growth has
reduced the demand for carbon credits
through squeezed corporate budgets

o

credits under Article 6 continues to gain momentum,
these projects have been flagged for particularly
low transparency.® ACMI welcomes public scrutiny
of the integrity of carbon credits and firmly believes
constructive scrutiny is a valuable check on matur-
ing markets. But it remains necessary to highlight
that well-designed carbon credits continue to bring
valuable benefits and accelerate decarbonisation.
New methodologies and standards frameworks will
help carbon credits unlock these benefits, as outlined
below. Second, macroeconomic growth has slowed
globally, with markets under pressure due to recent
geopolitical tensions. Declines in growth have been
sharpestin high-income countries, thereby squeezing
corporate budgets in the countries that demand the
bulk of carbon credits.®

However, four market opportunities mean that global
carbon markets can still unlock five- to 50-fold
growth over the next decade: (1) a greater focus on
integrity, (2) favourable government regulation, (3)
increased trading under Article 6, and (4) increas-
ingly ambitious climate action among businesses.
First, carbon markets have responded to recent scru-
tiny by establishing the foundations for a more sophis-
ticated, transparent, and high-integrity market. On the
supply side, ICVCM, which sets global benchmarks for
carbon credits, launched its final CCPs in March 2023.
These set fundamental principles for the development
of high-integrity carbon credits. Additionally, Verra has
published an updated integrity-boosting cookstove
methodology and REDD+ methodology. Meanwhile,
the US Commodity Futures Trading Commission estab-
lished an Environmental Fraud Task Force in June 2023,
addressing potential fraud in carbon credits’ reported
benefits and further increasing transparency. On the
demand side, the European Union’s Green Claims

A renewed focus on integrity and transparency:
Suppliers: Landmark integrity frameworks (e.g. ICVCM's CCPs) and
major anti-fraud institutions support higher integrity and
transparency
Buyers: Studies show that credit buyers decarbonise 2x faster; the
VCMI Claims Code of Practice and EU Green Claims Code increase
integrity among buyers

Increased trading of carbon credits under Article 6 of the Paris
Agreement, with the total number of signed bilateral agreements rising
by 47% in the last year

More ambitious climate targets among companies, with ~1,100
companies validating their targets in 2022, more than in the 7 previous
years combined

Favourable regulations by governments help companies use carbon
markets to achieve emissions reductions

Directive supports better governance for corporate
green claims by proposing criteria for businesses to
credibly make claims about the environmental merits
of their products and services. The VCMI Claims Code
of Practice, ISO’s Carbon Neutral Standard, and SBTi’s
‘Beyond Value Chain Mitigation’ publications all further
boost buyer integrity by providing guidance on how
to use credits as part of a company’s credible emis-
sion-reduction claims and strategies.

Second, governments are establishing favourable reg-
ulations that can fuel carbon credit demand by help-
ing businesses use carbon credits to achieve emission
reductions. Singapore,© for example, has designed
regulations allowing companies to use high-integ-
rity carbon credits from abroad to compensate up
to 5% of their payments to Singapore’s carbon tax.
Similar regulations have been issued in Colombia,
but they currently only allow domestic carbon credit
purchases.¥ This kind of regulatory effort can further
boost demand for carbon credits and send a valuable
market signal of trust in credits.

Third, the trading of carbon credits between countries
under Article 6.2 of the Paris Agreement is growing.
Article 6.2 allows for emission reductions in one coun-
try to be transferred to another and applied against
its decarbonisation targets. Increasingly, countries
are signing bilateral agreements of this sort (Exhibit
11.6), facilitating better collaboration as buyers reduce
global emissions cost-efficiently while channelling
investment to carbon credit suppliers. 21 agreements
have been signedin the past year, increasing the total
agreements to 64, arise of 47%.

Fourth, increasingly ambitious corporate climate
targets will likely fuel demand for carbon credits.




Exhibit 1.1.6:

Increasingly, countries are trading carbon credits under Article 6.2 of the Paris Agreement?2

Acquiring countries

Singapore .

Sweden

Republic of Korea

Australia

Switzerland .

Thousands of companies have now made commit-
ments to net zero, with over 2,000 companies’ targets
being validated by SBTi, the major measurement and
validation body for climate targets.®® In 2022 alone,
around 1,100 companies validated their targets with
SBTi, which is more than in the seven previous years
combined. This increased ambition is likely to trans-
late into higher carbon credit demand, particularly as
businesses seek to offset any residual emissions that
they struggle to decarbonise. Reflecting these trends,
over 1,000 new businesses have entered voluntary
carbon markets in 2023 alone - if these companies
were to offset just 1% of their emissions, then carbon
credit demand would rise fourfold.*° Looking to the
future, businesses have also signalled confidence in
voluntary carbon markets’ long-term growth, with a
growing number of forward contracts issued for busi-
nessesin the past year.®

These market opportunities have the potential to
cascade to African carbon markets, driving benefits
across the continent, as detailed in Chapter 1.2.

Year of agreement

[ African host countries

Host countries

India

Cambodia

United Arab Emirates
Azerbaijan

Georgia

Moldova

Senegal

Papua New Guinea
Sri Lanka

(11

Tunisia

Uzbekistan

Colombia

Morocco

Peru

Vietnam

Dominican Republic

Nepal

Malawi

Thailand

Ukraine

Uruguay

Fiji

Ghana

Dominica

Vanuatu

Philippines

Chile

Myanmar

Saudi Arabia

Mexico

Palau

Bangladesh

Costa Rica

Ethiopia

Indonesia

Kenya

Lao PDR

= Maldives

mmm Mongolia
Kyrgyzstan

m— Kazakhstan

= Bhutan

[Carbon markets are] the type
of innovation that’'s needed to
fully address climate change.
Without this, we don’t make it.
The only way we get there is to
deploy those trillions of dollars.

John Kerry,
United States Special Presidential
Envoy for Climate*?
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1.2 Key trends in African
carbon markets

While benefits continue to be high globally, this is
particularly true in Africa, where carbon credits are
delivering significant impacts for communities and
providing numerous green growth opportunities.
Given Africa’s unique social, economic, and environ-
mental context, many of the benefits stemming from
carbon markets are particularly high (Exhibit 1.2.1).
Beyond these benefits, carbon markets also provide

Exhibit 1.2.1:

a significant opportunity for Africa to unlock green
growth. More specifically, carbon credits present a
scalable option for effective climate finance in Africa
that will materially aid decarbonisation on the conti-
nent. They also mitigate the continent’s risk of ‘carbon
lock-in,” whereby high-emissions energy infrastruc-
ture built today causes society to remain dependent
on fossil fuels in the future.

Carbon markets continue to deliver particularly valuable benefits for Africa

Benefit category Benefits for Africa

Evidence from African projects

Income and
@ jobs

Africa’s population

Renewables projects can improve electricity access, greatly boosting
wellbeing and local economies for the 43% of Africans without access to

electricity'

Well-designed carbon credit projects can produce major benefits for
Africa’s large population of indigenous peoples, numbering over 50

million’, and local communities

Carbon projects’ sustainable income streams are particularly valuable for
rural communities living below the poverty line, which make up 33% of

A decentralised solar energy
project in a major African
country is employing 300 local
youth to install solar panels,
which will generate further
economic returns by boosting
energy security for over 3,000
households and small
businesses*

EJ % Food security

continent’s workforce'v

Agricultural projects can greatly boost yields, helping the 30% of Africans
who are malnourished" while increasing incomes for more than half the

An agricultural project involving 60,000 farmers in Kenya
was able to boost yields by up to 15-20%, increasing food
security and helping farmers weather climate shocks*

People’s health

lives, particularly among women and children

Household air pollution currently causes ~700,000 deaths annually in
Africa¥ — but the large number (70%) of African carbon credit projects
that use cookstoves or renewable energy can greatly reduce this, saving

A typical cookstove project in Ethiopia =
was found to reduce household air
pollution by 46% - if this was
completed across Africa, it could
save up to 300,000 lives annuallyvi

Nature-based carbon credit projects can greatly improve climate
resilience among the 1billion Africans who are estimated to suffer from
water stress, food insecurity, and natural disasters by 2050V

A Kenyan mangrove protection project helps protect
locals from climate change by providing a barrier against
severe storms and flooding while preserving a crucial

Biodiversity

Climate
resilience

faced by 1/3 of the continent’s species of plants

i. UNDP and OPHI (2022), ‘Leaving no one behind: Poverty reduction in sub-Saharan Africa.’
ii. IEA (2022). ‘Africa Energy Outlook 2022."

iii. United Nations (2013). Indigenous Peoples in the African region.’

iv. African Development Bank (2021), ‘Raising Africa’s agricultural productivity - Feed Africa.’

Nature-based projects can greatly help protect Africa’s biodiversity
(home to 1/4 of the world’s biodiversity hotspotsVii) and the extinction risk

A Nigerian project avoids deforestation in
one of the world’s 36 biodiversity
hotspots while benefiting over 300
households

ecosystemi

v. Fisher et al. (2021). ‘Air pollution and development in Africa: impacts on health, the economy, and human capital.’
vi. Adane et al. (2021). ‘Biomass-fuelled improved cookstove intervention to prevent household air pollution in Northwest Ethiopia: a cluster randomized controlled trial.’ Extrapolation of lives

saved assumes linear relationship between pollution levels and death numbers for simplicity.
vii. Global Center on Adaptation (2022). ‘Climate Risks in Africa.’
viii. European Commission (2023). ‘Supporting civil society in biodiversity hotspots.”

ix. Africa Center for Strategic Studies (2022). ‘African Biodiversity Loss Raises Risk to Human Security.’

x. Interview with African project developer.

xi. Source Trace (2023). ‘Carbon Farming in Africa: Experiences so far and opportunities ahead.’

xii. UN Africa Renewal (2023). ‘How Kenyan coastal villagers are cashing in on carbon credits.”
xiii. UN REDD Programme (2019)

€€ carbon markets can be used
to create resilience, vitality —
we ought to be using carbon
markets to improve health and
reduce pollution.

Andrew Steer, President and CEO of Bezos Earth Fund

Contrary to global trends, African carbon markets
have still experienced some growth, with an 11%
increase indemand and only a1% decrease in supply
over the past 12 months. Overall, demand for carbon
credits (measured through retirements) in the past 12
months was 11% higher than in the previous year. There
was particularly high growth in energy efficiency and
fuel switching projects (for example, cookstove proj-
ects), with retirements increasing by 56% to 10.8 million
credits total over the past 12 months. Projects seeking
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to avoid emissions from agriculture (for example,
agroforestry, no-till farming) also grew substantially
compared to last year, increasing by about 25% to
almost 500,000 credits. However, there has been a
substantial drop in demand for forestry avoidance
projects. This reflects heightened public scrutiny of
these credits’ integrity, as noted in Chapter 1.1. Supply
for carbon credits (measured through issuances) was
roughly 1% lower than in the previous year. Parallel
to demand, issuances of avoided forestry projects

Exhibit 1.2.2:

declined substantially, but there was strong growth in
issuances of energy efficiency and fuel switching proj-
ects. In addition to supply and demand, credit prices
are crucial for understanding the value of Africa’s vol-
untary carbon markets. Africa produces more credits
than the global average from categories that com-
mand high prices, but anecdotal evidence indicates
that, for the same project type, African carbon credits
may command lower prices than the global average.*?

Contrary to global trends, African carbon markets have still grown slightly over the past 12 months#4¢

African credit issuances and retirements, mtco,e

Ml Agriculture (avoidance) M Forestry (avoidance)
M Agriculture (removals) [l Energy efficiency [ fuel switching

Issuances

49.4 MLCO,e

Renewable energy
Fugitive emissions [l Other

Improved forest management (IFM)

48.8 MtCO,e

D ———— [ ]
—
-15 22.7 MtCO.e 25.2 MtCOLe
_ Retirements
Q4/2021 Q1/2022 Q2/2022 Q3/2022 Q4/2022 Q1/2023 Q2/2023 Q3/2023

Despite demand growth, African carbon markets still
comprise only about 16% of the global credits market
and face challenges that can hinder future growth
potential. Africa’s carbon markets issued approxi-
mately 50 MtCO,e of credits and retired an estimated
25 MtCO,e in the past year, far below the markets’
technical potential and stated ambitions. Africa’s
total technical potential for voluntary carbon markets
is 2,400 MtCO,e by 2030, and ACMI’'s ambition is for
300 MtCO,e of African credits to be retired annually
by 2030. Both global and Africa-specific challenges
hinder this substantial potential for growth. Global
integrity challenges have particularly strong impli-
cations for Africa. These concerns are particularly
important in Africa, where REDD+ and cookstove proj-
ects comprise almost 90% of the past two years’ credit
supply.*® Both REDD+ and cookstove carbon projects
have seen intense global scrutiny over the past year,
and together these comprise almost 90% of African
credit supply in the past two years. Numerous specific
African projects have come under the spotlight as part
of the past year's intensified scrutiny of credits’ integ-
rity. Recent reports indicate that the Kariba carbon
megaproject in Zimbabwe, for example, has claimed
five to 30 times more emission reductions than its
actual level.”” Beyond these global issues, Africa also

faces unique challenges spanning the carbon market
value chain. These include a high investment risk, high
upfront costs for project development, and regulatory
complexity (see Chapter 2.4 for a complete overview).
Some recent trends have sharpened these challenges,
such as regulatory decisions that have increased
political risk. For example, Zimbabwe'’s recent regu-
latory developments (Exhibit 1.2.3) intensified investor
speculation that other countries could follow suit and
highlighted potential political risk.*

To tap into its full carbon market potential, Africa
must seize the momentum behind four global market
opportunities with specific relevance for the conti-
nent: (1) a greater focus on integrity, (2) favourable
government regulation, (3) increased trading under
Article 6, and (4) increasingly ambitious climate
action among businesses. First, the world’s growing
focus on integrity is particularly important for Africa.
Verra's work to update its methodologies for both
cookstove projects and REDD+ projects is particularly
important for high-integrity African credits, as these
two credit types comprise almost 90% of African
credit supply in the past two years.*® Working to adopt
these new standards will greatly boost African proj-
ects’ integrity and benefits for all. Additionally, ICVCM

d Dataincludes carbon credits traded through voluntary carbon markets and Article 6 of the Paris Agreement.
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has elevated its focus on involving indigenous peo-
ples and local communities (IP&LCs), which will allow
African carbon credit projects to improve transpar-
ency, increasing investor confidence and boosting
demand. Second, African countries’ actions are a key
part of the momentum behind favourable government
regulations, and continuing this momentum while
raising ambition is crucial. Several countries have
made progress on developing favourable regulations
— these include Kenya, Ghana, Mozambique, South
Africa, Egypt, Senegal, and Zambia (Exhibit 1.2.3). Third,
African countries are actively seizing the momentum
behind exporting carbon credits under Article 6 (see

Exhibit 1.2.3:

Exhibit 1.1.2). One-third of all country-to-country agree-
ments signed in the past year have involved African
countries.’° Ghana has taken a leading role in these
initiatives, while Senegal and Zambia have also made
substantial progress (Exhibit 1.2.3). Continuing this
momentum is key for boosting credit demand. Fourth,
many businesses across the globe are increasing their
climate ambition, with more businesses entering vol-
untary carbon markets in 2022 than ever before. This
offers a major opportunity for African carbon credit
projects to attract increased demand, particularly if
businesses have confidence in African credits and can
easily access the rich range of African projects.

Many African governments have developed new carbon market regulations in the past year

Kenya

Recently passed the Climate Change (Amendment) Act, 2023, with support from ACMI through USAID, SIDA, and partners. This bill:
Establishes a publicly accessible National Carbon Registry where each carbon project is registered with the state
Requires all carbon projects to obtain an environmental impact assessment

¢ Retains an annual social contribution, whereby 40% of credit earnings from land-based projects and 25% from non-land-based projects must go

to local communities

* Forms the starting point for its draft carbon markets regulation — this is currently under public consultation, and the consultation is set to help
scrutinise stipulations on benefit sharing, the taxation of credit proceeds, and the creation of a limited framework for monitoring, reporting, and

verification (MRV)Y

Hosted the world’s largest voluntary carbon credit auction in June 2023 - selling 2.2 MtCO,e of credits in one day, with 70% of credits coming from Africa.

Ghana .

—_— :

carbon credits

Published an administrative structure and draft law for the country’s participation in bilateral trading of credits under Article 6.2 of the Paris
Agreement, with Ghana becoming the first country to fully authorise a credit transfer in late 2022V

Established the Ghana Carbon Registry, an online database for verifying and tracking projects’ GHG emissions reductions and associated

¢ Became one of the first two countries to sign an agreement with Singapore, whereby Singaporean companies can use high-integrity Ghanaian
credits to compensate up to 5% of their domestic carbon tax payment requirements

Senegal

I*I infrastructure to trade credits internationally
Zambia

. to increase clarity for investors
Mozambique

F donors, the private sector, and key convenors - including ACMI

South Africa  °

>
-

tax than the official ratevi

Egypt
|
|

Zimbabwe
—

Tanzania

=

remaining earnings in community projects

Validated a national strategy for trading carbon credits under Article 6, including a budgeted medium-term roadmap for establishing the

Established eligibility criteria and an approval process for exporting carbon credits while simultaneously outlining a carbon credit market roadmap

Formed the Inter-ministerial Taskforce on Carbon Markets, which is developing Mozambique’s carbon market regulation in close collaboration with

Launched a carbon tax in 2019, has increased tax rates on carbon emissions in the past year, and laid out a long-term tax path that will lead to
progressive increases over the coming decades, partly addressing concerns that tax-free thresholds and rebates have led to a lower effective

¢ Johannesburg Stock Exchange launched a voluntary market allowing local participants to trade carbon credits directlyVii

Launched a voluntary carbon market exchange in late 2022 allowing local participants to trade carbon credits directly

Recently implemented carbon market regulation that stipulates a 30% levy of carbon credit proceeds (originally a 50% levy was announced, which
was reduced following some media criticism of the policy) through an environmental tax and requires all project developers to invest 25% of their

Tanzania’s Carbon Trading Regulations formalise the Government's role in carbon markets, and require:v

All carbon credit projects to submit an extensive application to the Minister for the Environment, including a Project Concept Note, a Letter of No
Objection, and a Project Document paperwork — some recent media has criticised the level of paperwork required

¢ 61% of land-based carbon projects’ revenues to be channelled to property owners involved in the project

i.Bowmans Law Kenya (2023). ‘Kenya opens a path to carbon trading: Proposed Climate Change (Amendment) Bill, 2023

ii. UN (2023). ‘Ghana authorizes transfer of mitigation outcomes to Switzerland.’

iii. Bloomberg BNN (2023). ‘Zimbabwe Publishes Regulations for Carbon-Credit Projects.’ Bloomberg (2023). ‘Rule That Rocked Global Carbon Market Softened in Zimbabwe.’
iv. Velma Law Tanzania (2023). ‘Control and Management of Tanzanian Carbon Trading Regulations 2022." The East African (2023). ‘Inside Tanzania, Kenya rules to tap carbon credits windfall.”
v. Acorn Law (2023). ‘Kenya’s emerging regulation on carbon trade.’ Bowmans Law (2023). ‘Kenya: Development of carbon project and trading legal framework: Enactment of the Climate

Change (Amendment) Act, 2023

vi.UN (2023).‘Ghana authorizes transfer of mitigation outcomes to Switzerland.’ Note that methodologies for rice farming carbon credits, such as the Ghana-Switzerland project, have
recently come under scrutiny regarding integrity, as indicated by Carbon Pulse (2023). ‘'UNDP, Switzerland defend rice farming methodology amid Verra decision to halt use.’

vii. IMF (2023). ‘South Africa Carbon Pricing And Climate Mitigation Policy.’

viii. Johannesburg Stock Exchange News (2023). JSE collaborates with Xpansiv to launch voluntary carbon market to advance South Africa’s carbon credit capabilities.’

ix. Baker McKenzie (2023). ‘Egypt: A voluntary carbon market.’

x.Carbon Pulse (2023). ‘Zambia advances on international carbon trading with strengthened Article 6 framework.’

Harnessing these market opportunities can benefit
the entire value chain of African carbon market play-
ers and build on the significant growth momentum
of the past year. As shown in Exhibit 1.2.4, the carbon
credit landscape in Africa has evolved across each

stage of the value chain. Compared to 20225 major
project developers (for example, Wildlife Works) have
increased their supply on the continent. The use of
registries has also diversified, with Gold Standard cer-
tifying 31% of African projects, up from 19% last year



and mainly displacing Verra for certification. Among
intermediaries, Airimpact and Climate Impact X have
increased their involvement across Africa. The top
buyers of African credits have also shifted to include

Exhibit 1.2.4:
An updated view of the main players across the African carbon markets value chain®?

more oil and gas companies (for example, Eni and
Shell) and technology companies (for example, Apple).
In contrast, last year's largest buyers included airlines
(for example, Delta) and consumer retail (for exam-
ple, Gucci).
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Unlocking Africa’s potential will see the continent
become a major player in carbon markets by 2030,
delivering significant benefits along the way and pro-
pellingits role in global green growth. As indicated in
the 2022 Roadmap Report, Africa can feasibly retire
up to 300 MtCO,e of credits annually by 2030. This can
mobilise up to $6 billion of capital while supporting up
to 30 million jobs. It would position Africa as a major
player in global carbon markets and further benefit
Africa’s population. Africa is already on the path to
driving green growth through renewable energies,
sustainable agriculture, biodiversity conservation,
and climate diplomacy. Africa has issued almost 2
MtCO,e of credits for renewable energy projects in the
past years® and the continent is increasingly moving
towards decentralised renewable technologies, where
it is becoming an essential carbon market player.
Small-scale sustainable agriculture projects in Africa

function as key testing grounds for scaling such efforts
globally. Recent innovations include the world's first
community-based blue carbon initiative to success-
fully trade carbon credits produced from mangrove
conservation® and an Al-powered soil carbon proj-
ect that supports smallholder farmers in East Africa.®®
As for biodiversity, Africa is home to a quarter of the
world's hot spots, and recent projects for biodiversity
crediting, such as a UK-funded pilot in Uganda, will help
cement its central role in global biodiversity conser-
vation.®® Finally, Africa has more proactively propelled
itself into the spotlight of global climate diplomacy,
partly leveraging growing credibility from its carbon
market progress. This year, the world'’s first Africa
Climate Summit resulted in the Nairobi Declaration on
Climate Change, which makes a strong call for more
climate financing to be directed to the Global South,
with carbon markets explicitly cited as a core part of
this effort.
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2. From launch to the
present for ACMI
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2.1 ACMI's standalone achievements
and action programmes

Over the past year, ACMI has generated significant
momentum to help scale high-integrity carbon mar-
kets across Africa. ACMI aimed to drive action across
the carbon market value chain through close collab-
oration with many of its partners and carbon market
actors since its launch at COP 27 in 2022. In pursuing
impact, ACMI aimed to seize on existing momentumin
the market and work collaboratively as it grows as an
organisation. ACMI aimed to position itself as the voice
of carbon markets in Africa, generating huge interest
in African carbon markets both across the continent
and on the global stage.

Exhibit 2.1.1;

ACMI's momentum is particularly apparent in its
five headline achievements over the past year,
which are the product of close collaboration across
the carbon market ecosystem. ACMI has made five
headline achievements in the past year (Exhibit 2.1.1).
Across these achievements, ACMI has worked closely
with its partners and with the wider carbon market
value chain. Achievements were made by focusing
onwhere there was existing momentum in the market
forimpact, which helped ACMI generate high impact.
This approach also led to many more achievements
which are outlined in Chapter 2.2. Across the over 400
carbon market actors and more than 20 countries that
ACMI has engaged with, many stand firmly with ACMI
inits vision for high-integrity, high-equity, and at-scale
African carbon markets.

By engaging with over 20 countries and more than 400 players across Africa, ACMI and its collab-
orators have made five headline achievements over the past year
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cc . . ACMI built this momentum hand in hand with key
Let us Imagine a pOthWCIy for collaborators by prioritising eight of the 13 action
different financial structures programmes outlined in its 2022 Roadmap Report.
. . Initially, 13 action programmes were identified as nec-

that can deliver on Africa’s essary to scale African carbon markets at a holistic
; ; ecosystem level (Exhibit 2.1.2). However, based on

.gOC'I|S. Let us C.Ommlt to invest extensive stakeholder feedback, ACMI prioritised col-
in viable solutions presented laborating on those programmes where it saw the
greatest potential for ACMI's support to drive practi-

by rengwgblg ener.gy’ green calimpact. The deprioritised action programmes were
industrialisation, climate either folded into other action programmes (as in the
smart qgriculture and case of Action Programmes 3, 9, and 12) or alterna-
. tive players in the carbon markets ecosystem were

nature conservation. deemed to be better placed to make progress (as in

the case of Action Programmes 8 and 11).¢
H. E. William Ruto,
President of Kenya, at Africa Climate Summit 2023.5”  Details on the progress made for each priority action
programme are presented in Chapter 2.2.

Exhibit 2.1.2:
ACMI's headline achievements were made by working collaboratively on eight of the 13 action pro-
grammes that it outlined in the 2022 Roadmap Reportf

e Prioritised programme Deprioritised
programme

ﬂ Cross-cutting themes

H Piloting of new project types and methodologies relevant to decarbonisation opportunities in Africa ﬁ

Establishment of a biodiversity/nature credit model

Identification of long-term, innovative financing models/solutions for critical geographic areas

4 @ Ensuring the integrity of carbon markets >

Intermediation and
financing

Supply (generation) and
standards

Demand

° Development of country carbon market e Promotion of quality, equity, and a Setup of an Advance Market Signal
activation plans marketing of differentiated (AMS) for African carbon credits
African carbon credits to both
e Scale-up of multiple new and existing African and global buyers across Establishment of African carbon neutral
African project developers/suppliers African exchanges commodities
Scale up of programmes for micro e Deployment of financing Advocacy to build demand for African
carbon credits generation mechanisms to de-risk investment credits including raising awareness on
and lower cost of capital integrity and quality of differentiated
e Building of additional capacity and credits and opening access to
facilitating of monitoring, reporting, compliance markets

validation and verification activities

e The World Economic Forum'’s development of a biodiversity credit model was a promising source of progress on Action Programme 11, and
Action Programme 8 was addressed by recent regulatory developments, in particular the European Union’s Green Claims Directive, which
decreased the role of carbon neutral commodities.

f The development of country carbon market activation plans (CMAPs) (Action Programme 1) was initially listed as a supply-side programme in
the 2022 Roadmap Report. However, achievementsrelated to CMAPs are listed as cross-cutting throughout this document, given their potential
to also increase demand and streamline financing.
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2.2. ACMI’s progress in tackling key
barriers to carbon markets

ACMI and its collaborators have made progress on
priority action programmes across the value chain,
spanning supply and standards, intermediation
and financing, demand, and cross-cutting topics.
Progress on each action programme is outlined below.

Supply and standards

Action Programme 1: Development
of country carbon market
activation plans

Context: Developing effective carbon market regu-
lations is an important mechanism to support Africa
onits path to net zero and has the potential to greatly
increase the flow of climate financing and boost
sustainable development. African governments are
increasingly seeking to create environments that pro-
vide clarity to carbon credit buyers and investors while
helping project developers scale. To achieve this, there
is a growing need to better define regulatory frame-
works for regional carbon markets. The importance
of a robust regulatory framework was seen in recent
maijor policy decisions across Africa (see Exhibit 1.2.3)
that attracted strong responses from private-sec-
tor actors in carbon markets. Developing a plan for
carbon market regulationis thus a useful starting point
for any country seeking to build a carbon ecosystem.
A holistic plan may include the development of rele-
vant regulations and policies, approaches for stim-
ulating private-sector engagement and investment,
setting clear national carbon market ambitions, and
the integration of carbon markets into broader climate
plans. Carbon market activation plans (CMAPs) pro-
vide a single, comprehensive package to execute all
these steps effectively. Given their importance, ACMI
has collaborated with the United States Agency for
International Development (USAID) and Sida over the
past year to develop a CMAP blueprint that will be
deployed in countries across Africa.

Progress: ACMI has collaborated with major govern-
ments to make substantial progress towards its goal
of launching three CMAPs across the continent, with
two CMAPs in development and four more countries
in advanced discussions. ACMI has supported Kenya
and Mozambique to get CMAPs underway. In Kenyaq,
with support from USAID and Sida, ACMI supported

1" Through ACMI, African countries
are positioning themselves to
meet the demands of the
environment and development
challenges at the same time
.. but this market must grow in
order to work effectively.

John Kerry,
United States Special Presidential
Envoy for Climate®®

the government of Kenya by providing a compre-
hensive set of options and considerations across the
various topics that were being considered in develop-
ing the legislation and regulations to support carbon
market growth. Significant efforts were made to build
capacity across these topics and an understanding
of the implications of different decisions, as well as
distil the feedback from the private sector and other
relevant stakeholders. In Mozambique, ACMI worked
closely with the Ministry of Finance to advise on the
establishment of a carbon market task force, and has
been working with the task force to build a compre-
hensive view of what is required to develop a CMAP,
including a detailed work plan and budget. ACMI also
helped convene potential funders in Mozambique and
bring them to the task force to understand the gov-
ernment’s request for support in developing carbon
market regulations and a broader CMAP. Thanks to
support from Sida, Enabel and a variety of other part-
ners, the task force commenced the development of
a CMAP at the end of 2023, with the help of a technical
delivery partner. ACMI is also working with four other
countries to highlight the technical and administra-
tive requirements for CMAPs and convene donors so
that they can launch their own CMAPs shortly (Exhibit
2.2.1). Additionally, ACMI has engaged with multiple
countries to underline the opportunities inherent in
effective carbon market regulations. It has also con-
vened country and donor meetings to disseminate
technical information that outlines considerations
when embarking on the CMAP journey. Together, all
these efforts help governments establish the regula-
tions required to facilitate a thriving carbon markets
ecosystem, which is foundational for unlocking carbon
credits’ full benefits.



Exhibit 2.2.1:

ACMI has supported numerous CMAPs across the continent

2 carbon Market Activation Plans (CMAPs) have already been launched

ACMl is in the process of delivering its first full CMAP in Kenya, where support was provided to the government to inform the development
of policy and regulations to enable a thriving carbon market ecosystem

Thanks to funding from USAID and Sida, a CMAP Blueprint has been developed which ACMI can now use as a model for supporting

governments on regulation and market activation across Africa

ACMI supported Mozambique with implementing its Inter-Ministerial Task Force on Carbon Markets, leading to the launch of
Mozambique's full CMAP in November 2023, and convened donors to support the development of Mozambique's carbon markets

5 further countries are in advanced talks for CMAP support

I I Nigeria: ACMI has been supporting the National Council on Climate Change in developing its plans for a potential CMAP through

sensitisation sessions

Rwanda: Initial virtual sensitisation sessions on CMAPs have been held, and a task force is currently engaged with establishing a work plan

s (OF CMAP support

mmmm Ghana: ACMI has been helping Ghana develop its plans for a potential CMAP through sensitisation sessions and has initiated the process

s Of identifying an organisation that will implement Ghana's CMAP

Malawi: ACMI has collaborated heavily with the Malawi Carbon Markets Initiative in its CMAP design and helped convene donors, with the
- UK's Foreign, Commonwealth & Development Office (FCDO) and UK Aid Direct now supporting the development of regulations for carbon

projects in clean cooking and forestry

V Democratic Republic of Congo: Together with the country and potential stakeholders, ACMI has begun exploring with the country and
‘ potential stakeholders how a potential CMAP could catalyse the country’s domestic carbon market and increase benefits to the

Congolese people and the environment

ACMI has also engaged with several other countries on potentially developing CMAPs

Action Programme 2: Scale-up of
multiple new and existing African
project developers/suppliers

Context: African project developers still need to
achieve sufficient scale to ensure rapid growth in the
supply of high-quality carbon credits. However, they
represent a crucial change agent if Africa’s carbon
markets are to scale 19-fold to produce more than
300 MtCO,e carbon credits by 2030. The current proj-
ectdeveloper landscape in Africa consists of 150 to 200
companies, with the vast majority being small start-
ups and roughly only 15 larger-scale developers (more
than 3 MtCO, per year). Of all the project developers,
65% operate only one project, while 80% operate in only
one country. If Africa’s carbon credit supply is to grow,
it is paramount that developers receive assistance to
scale their operations substantially.

Progress: ACMI aimed to help scale project develop-
ers by tackling the main challenges they face. ACMI
consulted over 40 African project developers to iden-
tify key areas to address in assisting them to scale.
These included the developer’s limited ability to iden-
tify the most relevant project methodologies or esti-
mate carbon revenue potential, as well as a need for
more supportin navigating validation and verification
pathway complexities.

In the past year, ACMI designed a Carbon Hub, andin
collaboration with FSD Africa, the first phase of deep
implementation is now underway. The Hub is a cen-
tral repository of carbon markets information, from

101 knowledge all the way through to sector specific
content. ACMI has designed a high-level outline of the
design and gauged the requirements to build a fully
operational Hub. Building on this, FSD Africa has part-
nered with ACMI to kickstart the first phase of develop-
ment. Overall, the programme will be key for helping
developers grow and launch more high-integrity proj-
ects. We welcome a broader spectrum of partners to
support the operationalization of the Carbon Hub as
centralized reference point thereby easing visibility
and access to information while fully recognizing and
acknowledging the IP rights in all such information.

Action Programme 4: Building

of additional capacity and
facilitation of monitoring,
reporting, validation (MRV) and
verification activities of carbon
credit generating projects in Africa

Context: Scaling third-party verification of carbon
crediting projects is a cornerstone for Africa’s growing
high-integrity carbon market. Across the continent,
there are very few validation and verification bodies
(vvBs). Of the roughly 40 VVBs listed as accredited by
Verra and Gold Standard, only 6 have offices on the
continent.? This bottleneck can be resolved by scaling
verification capacity on the continent through training,
sharing analysis on business opportunities, and sup-
porting the creation of new local VVBs. Additionally,

g AsofMarch 2023.



reviewing standards and leveraging new technology
can speed up the carbon credit monitoring, report-
ing, and verification (MRV) process. This would free up
capacity for more verifications across the continent.

Progress: In response, ACMI designed an auditor
training programme and disseminated analysis on
the VVB opportunity to attract new investmentin the
space. To reduce the costs of training new auditors in
African VVBs, ACMI developed a training programme
to reduce the job readiness period for new auditors
from 18 months to roughly six months. The training pro-
gramme will be deployed in partnership with relevant
stakeholders. ACMI also encouraged auditing firms
active in the region and smaller African companies
in parallel industries (for example, testing inspection
and verification) to move into carbon credit auditing.
For this purpose, ACMI conducted an analysis of VVBs,
including estimates of future market sizes, and pitched
the business opportunity for VVB services to key audi-
tors based out of Africa. As a result, multiple auditors
with value pools in Africa are now considering moving
into this space.

Intermediation and
financing

Action Programme 5: Promotion
of quality, equity, and marketing
of differentiated African carbon
credits to both African and global
buyers across African exchanges

Context: Project developers have a significant
opportunity to attract demand and showcase their
unique products to buyers through the intermedia-
tion market. This is essential for attracting the level of
demand that will see Africa scale carbon markets to
mobilise up to $6 billion annually by 2030. However, key
challengesin Africa’s intermediation market currently
make carbon credit sales substantially less profitable
for project developers and ultimately reduce the eco-
nomic benefits flowing to local communities. The first
challenge is that project developers rely heavily on the
services of brokers and traders and lack direct con-
nections to buyers. Second, project developers face
high intermediation costs, with stakeholders report-
ing a 10% to 70% margin for brokers and traders. Third,
project developers have little transparency on prices
and margins charged by different intermediaries,
hindering them from cost-effectively navigating the
intermediation market.

Progress: ACMI has aimed to address these chal-
lenges by convening African auction houses, mar-
ketplaces and exchanges to harmonise trading
principles, particularly around integrity . Over the

past year, ACMI has developed partnerships with inter-
mediaries to bring transparency to carbon credit mar-
kets, aiming to boost integrity and facilitate connections
to key stakeholders. This sets the foundation for helping
project developers navigate Africa’s landscape of bro-
kers and traders, which can ultimately help developers
and local communities retain more of the revenue from
carbon credit projects.

Action Programme 6: Deployment
of financing mechanisms to
de-risk investment and lower
project developers’ capital cost

Context: Currently, African carbon markets face
maijor financial barriers that prevent them from
accessing necessary capital. These barriers stem
from three key challenges related to investment risk.
First, African project developers lack access to the ear-
ly-stage, high-risk capital required to take a project
through the feasibility phase. Second, there is a lack of
access to affordable financing options for developing
and scaling projects across the continent. Third, inves-
tors lack hedging mechanisms against various risks,
including political and buyer risks.

€€ There is a risk that VCMs
[voluntary carbon markets]
in Africa may fail if there is no
trust from investors.’ — Tariye
Gbadegesin, CEO of Climate
Investment Funds and former
Co-Chair of VCMIL.

CEO of Climate Investment Funds
and former Co-Chair of VCMI

Financial players can address these challenges by
developing risk-mitigating mechanisms adapted
to African carbon markets’ needs. Developing these
mechanisms is foundational to unlocking carbon
markets’ potential to benefit African communities,
economies, and the environment.

Progress: Over the past year, ACMI has made sub-
stantial progress in pushing the thinking on how to
address these core challenges, bringing together
players to develop concepts for five innovative
mechanisms. Developed by ACMI in collaboration
with key intermediation and financing stakeholders,
these mechanisms (Exhibit 2.2.2) address the signif-
icant barriers project developers and investors face.
ACMI convened major financial players from the pri-
vate sector, public sector, and multilateral institutions
(see Chapter 2.3) to provide input on potential designs.



Exhibit 2.2.2:

ACMI has convened key players to develop concepts for five innovative financial mechanisms
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Solution

Emissions-linked bonds

Government-backed
development platform

Advance market
commitment at a platform
level

De-risking lending from
local banks to projects

Political risk insurance

Description

A bond facilitating investment into carbon credit
projects, often with risk-reducing principal
protections

A platform working with governments to identify
endorsed projects and then finance them
through to operation

Commitments helping channel carbon financing
to projects through buyers; commitments to a
platform of carbon projects

Concessional capital is used to de-risk local
bank lending in support of carbon credit projects

Clarifies political support and regulatory
frameworks that can reduce investment risk and
increase project developers’ confidence in public
backing
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- ©

Help investors hedge risk, can
reduce risk premia to lower
financing costs

Provides financing through to
operation, government backing
reduces risk

Can crowd in low-cost
financing, facilitates
offtake agreements

Help banks reduce the risk of
their investments, can reduce
risk premia charged by banks

Can crowd in low-cost
financing, reduced political risk
can lower risk premia

ACMIis in discussions with major multilateral financial
institutions on the design and possible implementa-
tion of three of the five mechanisms.

Additionally, ACMI has secured letters of intent from
investors to invest $250 million by 2030 in the devel-
opment of high-integrity carbon credit projects in
Africa. Letters of intent are highly valuable for carbon
markets, as they can crowd-in financing by improving
risk perception among investors while also sending a
strong demand signal to project developers. Over the
past year, ACMI has worked with investors, including
Climate Asset Management and Respira International,
to secure letters of intent totalling $250 million, which
reflects buyers’ intent to invest in carbon projects.
Together, letters of intent and de-risking mechanisms
will help unlock the capital needed to help grow the
supply of high-integrity African projects.

Demand

Action Programme 7: Setup of an
Advance Market Signal for African
carbon credits

Context: Advance market signals support growth in
carbon markets by catalysing demand and helping
project developers scale their supply. Advance market
signals are public statements signalling intent to pur-
chase credits for a defined dollar value over a specified
period. They have great potential to accelerate carbon
creditdemand by unlocking financing for project devel-
opers, ensuring sufficientincome for credits, facilitating

connections between buyers and suppliers, and secur-
ing a supply of high-integrity credits. This is especially
valuable, as many buyers do not have an accessible
view of the full range of supply of African credits.

Progress: Under the ACMI's advance market signhals
for end buyers of carbon credits, significant progress
has been made to convene buyers, build a supply tool
and facilitate. $650 million in signals have been con-
firmed from Standard Chartered, Vertree, Nando’s, ETG,
and the UAE Carbon Alliance for the purchase of African
carbon credits. This reflects project developers’ con-
fidence in the demand for carbon credit purchases.

To provide an accessible view of high-integrity supply,
particularly for advance market signal signatories,
ACMI has worked with roughly 65 project developers
to create the first edition of the African Carbon Credit
Showcase. The showcase is a compilation of over 100
African carbon projects that abide by ACMI's integ-
rity principles (see Action Programme 13). ACMI used
its convening power to run an open call for project
developers to submit high-integrity projects.” It aims
to demonstrate the breadth and depth of the African
carbon credit supply, giving confidence to buyers
around the quality and quantity of supply available
(Exhibit 2.2.3). The premier showcase document is only
asample of the supply available in Africa and lists proj-
ects with an annual offset capacity of reportedly 93
MtCO,e. The showcase document contains broad cov-
erage of the African continent, including more than 20
countries and over 65 project developers. Major sectors
represented are renewable projects (27%), household
devices (16%), forestry (14%), and energy efficiency (13%).
The showcase is focused on projects that will generate
emission reductions in the near future, with 76% of the

h This includes future issuances of existing projects and projects designed but not verified. Project integrity is self-reported by project

developers given the scale of the showcase.



Exhibit 2.2.3:

ACMI’s African Carbon Credit Showcase presents over 100 high-integrity carbon projects that pro-
duce substantial benefits and help attract carbon credit demand to the continent
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projects generating their first reductions between 2020
and 2024. The projects featured also exhibit a wide
range of benefits, indicative of the diverse benefits that
African carbon credits generate (Chapter 1.2).

Cross-cutting

Action Programme 10: Piloting
of new project types and
methodologies relevant to
decarbonisation opportunities
in Africa

Context: Carbon project methodologies will help
developers increase their supply of projects sup-
porting Africa’s unique mitigation opportunities. So
far, carbon credit projects in Africa have been mainly
focused on agriculture (around 5%), forestry and land
use (about 45%), and cookstoves and energy (roughly
50%).%° There are either no current methodologies for
certain Africa-specific decarbonisation opportuni-
ties (for example, phasing out fossil fuel-based gen-
erator sets, see below) or existing methodologies do
not account for the local context. Many methodolo-
gies require multiple years of data to establish emis-
sions baselines, which may not be available in African
countries. Atthe same time, others areill-suited for the
agricultural settings prevalent across the continent.
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6-10 projects @ 15-20 projects

Egypt

Sudan

Ivory Ghana
Sierra Leone Coast Republic  Sudan
Cameroon

Central African South

Zambia

Zimbabwe

Direct jobs created

1051 jObS will be created and protected by
‘Empower New Energy' in its 5 projects across Nigeria,
Cameroon and Egypt

300 youths will be trained as solar panel installer
by the switch solar project in Nigeria

Improved lives

Eritrea

Djibouti
Somalia

Ethiopia
170k people will benefit from clean cooking from
Ugan the African Clean Energy clean cooking project in
Uganda
~-— Rwanda

~ Burundi

50k people will have access to clean water via 2¢
connections to houses from the Maiji Safi, Maisha Bora
project in Kenya

1 mn hectares of degraded land restored by
2030 by IMTN Uganda Bamboo Planting Project

Tanzania
Comoros
Mayotte

Malawi
Mozambique
Madagascar

Land conserved,
protected or restored

Swaziland

Lesotho

4 mn trees to be planted and 50k ha of

community trees to be protected by Wezesha green
micro-fund initiative in the DRC

Overcoming these constraints could help Africa gen-
erate approximately 400 MtCO, e of carbon credits
annually in 2030 from new and nascent methodolo-
gies, or 15% of the continent’s total technical potential
of 2.4 GtCO,e, based on ACMI's 2022 Roadmap Report.®
Specifically, creating and testing methodologies for
displacing fossil fuel-based generators and livestock
decarbonisation could unlock 170 MtCO,e.

Progress: ACMI has worked with project developers
and advisors to unlock more high-integrity credits
by designing a carbon project methodology concept
note for phasing out fossil fuel-based generator sets.
The new methodology designed by ACMI, in consulta-
tion with stakeholders, can help developers generate
credits that support the phase-out of fossil fuels. This
can unlock substantial decarbonisation benefits for
local communities and entire nations, as currently one
of every five litres of diesel and petrol in Sub-Saharan
Africa is burned in generator sets. It can also improve
the integrity of such phase-out efforts by monitoring
leakage, whereby an action causing emission reduc-
tions in one place may also cause increases else-
where. ACMI has prepared a methodology concept
note for phasing out fossil fuel generator sets, which
the Gold Standard Technical Advisory Committee
accepted, opening the door to full methodology
development. During this collaborative process, ACMI
has engaged with both project developers, such as the
Green Gensets Facility and Husk Power, and advisors,
such as South Pole, EcoEngineers, and Open Capital.
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ACMI has also identified Africa-specific opportuni-
ties for reducing livestock emissions and engaged
the Bill & Melinda Gates Foundation to support them
in designing proof-of-concept pilots. This effort facili-
tates carbon credit revenue for livestock management
techniquesin the African context and sets a precedent
for further livestock emission-reduction efforts in the
market. Running four to five pilots could act as a proof
of concept for developing approaches to baselining
— whereby a reference point is established for mea-
suring a carbon credit project’s emission reduction.
Pilots can also help establish measurement, report-
ing, and verification approaches and could lead to
scale-ups that generate substantial revenue and
benefits for local communities. Over 20 organisations
across the entire livestock carbon value chain have
expressed theirinterestin pursuing three different pilot
opportunities: (i) rangeland management and carbon
sequestration, (ii) animal productivity, for example,
through vaccinations, and (jii) multi-lever productivity
for both dairy and beef.

Action Programme 13: Ensuring
the integrity of carbon markets

Context: Integrity, equity, and transparency are
essential to ensuring that carbon markets drive real
climate action and achieve meaningful scale. On the
supply side, projects require accurate and transparent
reporting, robust methodologies, and fair benefit shar-
ing. Standards governance can credibly support this
through key bodies such as ICVCM. On the demand
side, companies should use credits as a supplement
to a credible climate goal (for example, SBTi-aligned
goals) in order to neutralise residual emissions or as a
temporary solution on the road to net zero. ACMI sets a
foundation for putting these principles into practice by

Exhibit 2.2.4:

articulating integrity principles across the value chain
and integrating these into its work. There is also an
opportunity to create specific interventions, such as
training programmes, that equip market participants
with the tools and knowledge required to raise the bar
on integrity, equity, and transparency.

Progress: ACMI is integrating integrity throughout
its work by defining integrity principles and conven-
ing integrity-focused events and trainings across
Africa. ACMI has drafted integrity principles (Exhibit
2.2.4) based on those developed by ICVCM and VCMI.
These apply to all projects, partnerships, and commit-
ments included in the ACMI showcase of high-integ-
rity carbon credit projects, to the intermediaries ACMI
collaborates with, and to the buyers who agree to join
the advance market signal for buying African carbon
credits. Promoting integrity has also been the driver
behind training programmes developed by ACMI.
For example, to ensure local communities engage
fairly with carbon markets and reap their many ben-
efits, ACMI has designed a training programme for
IP&LCs. This will be deployed with partners and seeks
to deepen IP&LCs’ knowledge on benefit sharing, free
and informed prior consent and other key concepts. In
other examples, ACMI has helped facilitate knowledge
exchanges and build carbon market momentum. It
has partnered with ICVCM to disseminate ICVCM's
CCPs in Africa through webinars and further engage-
ment. It also co-hosted an event on end-to-end integ-
rity at the Africa Climate Summit together with ICVCM
and VCMI.

Finally, note that this chapter has only covered action
programmes that were prioritised over the past
year based on where ACMI’s support had the great-
est potential to drive impact. See Chapter 2.1 for
more information.

ACMI’s integrity principles are integrated across its work and collaborations with other actors

Create a high integrity market and ensure fair revenue sharing with local communities to deliver broader
socio-economic benefits

High integrity suppliers should: >

Certify credits against a standard and
programme compliant with the Integrity Council
for the Voluntary Carbon Market's (ICVCM) Core
Carbon Principles

Ensure fair share of benefits with local
communities and asset owners

Provide accurate and transparent reporting for
MRV entities, buyers, and the public to make
informed decisions on integrity; published in a
standardized and accessible format

Report benefits and share of proceeds going to
local implementer [ communities (articulate
aspirations, report on effective delivery)

Transparent and fair
intermediation should:

Provide transparency on benefits as
well as the share of benefits between
market participants

Encourage retirement of credits

> High-integrity buyers should: >

Work towards setting a globally accredited net-
zero target (e.g, race to zero, VCMI claims code
of practice) and a plan to achieve it

Prioritise reducing own operational (scope 1, 2)
and value chain ?scope 3) emissions, in line
with science-based targets

Set quality and integrity standards for
credits traded and request data
disclosure from buyers and sellers

Only use carbon credits simultaneously to
direct emissions reduction efforts (e.g., to
neutralise residual emissions to reach net-zero
or compensate emissions during the transition
to net zero)

Fairly reflect supply-side costing in

Prioritise the supply of recent vintage over older price discovery

vintage to accelerate new climate impact

SCIENCE
BASED
TARGETS

Prioritise the purchase of credits offering
benefits

Voluntary Carbon
Markets Integrity
Initiative
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2.3. ACMI’s presence in key events

In the past year, ACMI has partnered with more
than 30 organisations and used its platform to host
headline events, thus helping build a positive African
carbon market narrative. ACMI's participation in
headline events on three continents (Exhibit 2.3.1) has

Exhibit 2.3.1:

allowed it to highlight and disseminate key messages
on the progress of carbon markets, develop critical
relationships across the ecosystem and help build a
more mature, positive narrative around carbon mar-
kets in Africa.

ACMI has had a significant presence at headline events throughout the past year

Timeline Event Participants’ core messages about carbon markets
Ql . Jani4-19 Abu Dhabi Sustainability Week, UAE g:é:gnmr;crkets will likely play a key role in accelerating the transition to a low-carbon
. . L There is a need for increased private sector investment in Africa's green economy,
Feb 20 Africa Business Forum, Ethiopia including carbon markets P 9 Y
. . Collaboration and knowledge-sharing among project developers is crucial for scalin
March 28 ACMI Project Developers Roundtable and networking, Kenya high-integrity carbon projegts in Amcgq 9 proj P 9
2
Q . . Governments are eager to create a comprehensive enabling environment for carbon
Apr 28 - 30 Ibrahim Governance Weekend, Kenya markets but would benefit from improved tools and knowledge to achieve this
June 20 - 23 Africa Energy Forum, Kenya gggg:;g:\grl;z;suﬁz;z integral to Africa’s energy transition given their benefits to energy
. . §] t action i ded to add the climat isis, and by ket: I k
June 22-23 Macron-Mottley Climate Summit, France rorliei: t(r]\ﬁs ﬁfrf\olrstnee led to address the climate crisis, and carbon markets can play a key
SRR
. . . European carbon credit buyers and investors are eager to deploy more capital into African
July 5 Africa-Europe Working Group on Carbon Markets, Virtual carbon markets, but face multiple challenges in doing so
_ : . . Africa needs to take a leadership role in addressing the climate crisis, and, despite recent
Sept4 -8 Africa Climate Summit, Kenya concerns about integrity, a thriving carbon market is key for this ambition
_ . . . There is increased ambition from both public and private sector players to help Africa’s
Sept18 - 24 United Nations General Assembly / New York Climate Week, US carbon markets grow by deploying capital, technical know-how, and stakeholder support
B . _ . ACMI should shape its strategic direction around assembling key players, boldly advocating
Sept 25- 28 The Bellagio Center — ACMI Summit, Italy for carbon markets, advising key players, and activating carbon market stakeholders
: N . Scaling up public and private capacity on African carbon markets is crucial for chieving the
Sept 26 - 28 West Africa Carbon Market Hub, Céte d'lvoire Paris Aggrge%ent’s gooﬁ)s pactty 9

Nov 30 - Dec 12 COP28, UAE

Q4T

Diverse stakeholders recognise the many benefits that African carbon markets provide for
a sustainable future, and 2024 needs extra focus on carbon markets’ integrity and equity

ACMI collaborated with key players including:

Masse  @miea  Vertree % | &
s SO0 CATALYST FUND Funo USAID
Envi al . i
Somm GEFT #¢ Sida S

‘I’C ‘ THE INTEGRITY COUNCIL

() GFANZ
Glasgow Financal Allance for et Zerc

WORLD BANKGROUP

ce Respira | o] F =

UAE ‘
—
Gold Standard AR Harith Rwanda Mozambique  Ghana
GLOBAL

e Coi == 22 IR

= et ts &) counet |

= Kenya DRC Nigeria

ACMI'sapproachtoevents hasbeentodevelop strong
partnerships with leading institutions and market
players, enabling it to convene stakeholders and
become one of the continent’s leading institutions
advocating on behalf of carbon markets. Through its
partnerships, ACMI has facilitated or co-hosted multi-
ple events with participants from across Africa. These
include a project developers’ roundtable (~70 devel-
opers), a ministerial roundtable on carbon market reg-
ulation (~65 participants) and a buyers’ breakfast (~55
participants), as well as speaking roles in a variety of
partner and main-stage events.

Major events with a strong ACMI presence include
the Africa Climate Summit, hosted in Nairobi, and
the New York Climate Week and the Global Africa
Business Initiative (GABI), hosted in New York. These

events provided a stage for ACMI and its collabo-
rators to showcase significant achievements and
announcements, facilitate high-level discussions and
help shape the narrative on African carbon markets as
a whole (Exhibit 2.3.2).

At the Africa Climate Summit, ACMI partnered with
key stakeholders to establish a prominent pres-
ence through three major events and more than
ten side engagements. ACMI hosted a main-stage
event on day one of the Africa Climate Summit with
major players across Africa’s carbon markets. The
event allowed several African governments to dis-
cuss their carbon market plans and asset managers
and investors to announce major advance market
signals. The event also provided a platform for the
US Special Presidential Envoy for Climate, John Kerry,



to speak on the importance of carbon financing as
a pathway to achieve the SDGs in Africa. Additionally,
a high-level roundtable event allowed Ministers from
the Democratic Republic of the Congo, Ghana and
Mozambique to reiterate their commitment to devel-
oping carbon market regulations in their respective

Exhibit 2.3.2:

countries (Exhibit 2.3.2). In addition, numerous side
events facilitated by ACMI focused on financing and
scaling carbon markets, convening local business
leaders in Kenya and sharing lessons learned from
establishing carbon market regulations.

ACMI held three major events at the Africa Climate Summit

Carbon markets for the Global South (September 4th)

The main stage event provided a platform for major announcements and
facilitated conversations between governments working on carbon market
activation plans

$450M

secured from UICCA
as Advance Market
Signal commitments

3 countries

with ongoing carbon
market activation plans
featured

$200M

secured from
Climate Asset
Management for de-
risking mechanisms

‘Through ACMI, African countries are
positioning themselves to meet the
demands of the environment and
development challenges at the same
time..but this market must grow in order
to work effectively'

@

John Kerry
United States Special
Presidential Envoy for Climate

Ministerial roundtable on lessons learned in establishing carbon market regulations (September 5th)

This ministerial-level event gave senior officials the opportunity to understand
Kenya’s experience with its carbon market regulations, share lessons learned
from different countries, and provide a platform for international dialogue

~65 10

attendees including organisations
donors, standards represented
bodies, governments,

and experts

3 countries

represented through current
or former high-ranking
government officials

Finance sector workshop on scaling carbon markets (September 6th)

‘Many countries still don't have a full

carbon markets framework in place, and
national regulation is needed to unlock
high-value, equitable carbon markets.’

wp

Samuel Abu Jinapor
Minister for Lands and Natural
Resources, Ghana

This workshop convened major
financial players to discuss how
to address major financial
challenges, including access to
upfront capital, political risk
through innovative
mechanisms

‘We need to strike the right balance; an
informed government and an
autonomous private sector’

0

At New York Climate Week and GABIin New York, ACMI
hosted numerous major events. ACMI hosted a tar-
geted buyers’ breakfast for major buyers of African
carbon credits and facilitated discussion on the bene-
fits and challenges of purchasing carbon credits. ACMI
also hosted a main-stage event at GABI, interacting

Frannie Léautier
CEO, Southbridge Investments

Exhibit 2.3.3:

‘There is a risk that VCMs in Africa may fail
if there is no trust from investors'

@

with governments, buyers, project developers, and
standards bodies to advocate for African carbon
credits. Both events increased ACMI's engagement
with high-profile buyers interested in the emergence
of high-quality African carbon credits (Exhibit 2.3.3.).

Tariye Gbadegesin
CEO, ARM-Harith Infrastructure
investment; Co-Chair, VCMI

ACMI hosted major events at New York Climate Week and GABI in New York

Events Quotes from speakers Partners engaged
UNGA Breakfast 4 S NE®.  We must call for radical pragmatism to ensure that carbon markets LAZARD AON
Roundtable E - meet their full potential’
Africa’s Carbon ) ol Mg Vitol
Market Mark Kenber, S 4R DIGITAL
Potential s Executive Director — ACMI T¢X hs
&
September 18t BE Microsoft s
P ice E 0vodaione '
_ Climate financing can bring ACM)/ is doing important work in

GBI Panel \ tremendous gppqrtun/’z‘/’es‘ for strengthening th{:’ nar(at/ve qf VoM I :/rlzegc;y:n

. . Africa to achieve its sustainable carbon markets in Africa, while Y
discussion on o - : I office
‘Carbon development goals, and this is an  also developing partnerships that e, Globl Energy Aliance

Kets f opportunity Africa can and should  prioritise integrity, quality, and e~ 1o Pooplo and Planot
?:lllar e;s or capitalise on’ local communities’ N
ean Energy e
Development' | Yvonne Denise Aki-Sawyerr, ; Tariye Gbadegesin, ) {:{8%]%5&%%11\2‘
, Mayor — Freetown, Sierra CEO, ARM-Harith; Co-Chair,

September 24 " Leone VCMI
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2.4.Lessons learned in the past year

Over the past year, ACMI's engagement with key
carbon market players has allowed it to crystallise its
understanding of the challenges faced in developing
robust African carbon markets. ACMI refined its view
of the landscape by engaging with over 20 African

Exhibit 2.4.1:
Africa’s carbon markets face ten core challenges across the value chain

countries and 400 carbon market players across the
value chain. As a result, clarity has emerged around
ten major challenges that need to be addressed, listed
in Exhibit 2.4.1.

Cross-cutting themes

1. Negative narratives around carbon offsetting and the integrity of global carbon markets are hindering growth in Africa

2. Work is still needed to raise the bar on supply- and demand-side integrity for African credits, including increasing the equitable
engagement of Indigenous Peoples and Local Communities (IP&LCs)

3. Regulators often don’t have the tools and knowledge required to develop effective carbon market regulations

supply (generation) and
standards

4. A complex carbon market landscape
prevents potential project developers from
entering and some existing developers
from scaling

5. Monitoring, reporting, and verification
capagcity is particularly low in Africa risk

6. Methodologies are often not entirely
suited to the African context

Inlight of these challenges and stakeholder feedback,
ACMI has produced anupdated view of how it can most
effectively play a role in scaling African carbon mar-
kets. There are three key lessons that ACMI has absorbed
around its unique role, which are detailed below.

First, ACMI is well positioned to advocate for African
carbon markets, thereby promoting a balanced nar-
rative and a high bar on integrity across supply and
demand for African credits. Current media debates
lack a balanced narrative on African carbon markets,
and addressing this remains crucial for building con-
fidence and scaling African markets. ACMI welcomes
public scrutiny on the integrity of carbon credits (see
Chapter 1.1) and firmly believes that evidence-based
debates are an important component in the journey
towards a more robust and mature market. However,
recent negative narratives have focused heavily on
the failures in specific projects and have often disre-
garded the robust evidence of the benefits that African
carbon markets can generate (see Chapter 1.2). To
promote more balanced narratives, ACMI together
with its partner network must continue to advocate
for these benefits to be given greater prominence,
highlighting efforts being made to unlock them further
while rigorously addressing the remaining problems.

Intermediation and
financing

7. High risk for investors leads to high
capital costs for project developers

8. Project developers rely heavily on
intermediaries, which are often high-cost
due to their role in taking on early-stage

9. Buyers are hesitant amidst both
evolving integrity standards and
regulations across Africa

10. Buyers do not have an accessible view
of the full range of supply of African credits
and their broader benefits

Additionally, as a collective we should push for a higher
bar onintegrity, ensuring that Africa is fully included in
current global efforts to increase integrity and that the
unique aspects of African credits are acknowledged.’
Furthermore, ACMI and its partners should advocate
forincreased demand and investment to realise sub-
stantial benefits. This includes investment from volun-
tary markets (for example, businesses buying credits),
compliance markets (for example, allowing the use
of African credits in national compliance carbon tax
schemes, asin Singopore), and Article 6 carbon mar-
kets (for example, encouraging foreign governments
to buy African carbon credits).

Second, ACMIis well-positioned to convene and coor-
dinate ecosystem players to address core carbon
market challenges. ACMI should continue its proac-
tive role in convening players across the value chain.
The aim should be to increase the visibility of work
being done, identify gaps, attract capital, drive integ-
rity, and build consensus. ACMI can thereby play an
impactful role in building momentum behind African
carbon markets and unlocking the many benefits they
can bring to local communities, people’s health, the
broader economy, and green growth (see Chapter1.2).

i Unique aspects of African carbon credits include the unique emission-reduction opportunities present on the continent (for example,
phasing out fossil fuel-based generator sets) and the unique benefits that African projects can provide (for example, high health benefits

from pollution-reducing cookstove projects).

Africa Carbon Markets Initiative (ACMI) | Status and Outlook Report 2024 32



Third, ACMI should partner proactively with other
non-partisan actors that are engagedin scaling high
integrity carbon markets in Africa. Visible, scale and
coordinated support from neutral parties will validate
that integrity and continental best interests are at the
heart of efforts to scale the market.

Fourth, ACMI should be focused, taking into account
existing activity from other actors across the land-
scape. Over the past year, ACMI's engagement with
over 400 ecosystem actors has allowed it to gain a
comprehensive perspective on existing activity across
the value chain and identify gaps where greater action

is needed to unlock benefits (Exhibit 2.4.2).

Exhibit 2.4.2:
There is a wide range of activity across the African
for action remain

NOT EXHAUSTIVE

carbon market value chain, but some gaps

Key gaps in existing action D Main players active

Cross-cutting themes
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Spread a balanced narrative for African carbon markets that reflects their true potential to produce benefits for the continent

Ensure that actions on increasing supply and demand integrity are more collaborative and further consider the unique aspects of African credits

Provide more comprehensive regulatory support packages to African countries and share lessons learned, both technical and administrative
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Establish wider-reaching training
programmes to help project developers
navigate carbon markets

Further scale capacity for monitoring,
reporting, and verification across Africa

Design and implement financial
mechanisms that focus on de-risking
investments to build investor confidence

Increase the transparency of
intermediation

Convene further buyers to build an
overarching market signal and increase
buyer confidence

Clearly showcase the richness of African
carbon credits and their full set of

In response to cross-cutting carbon market chal-
lenges several organisations and businesses are
making progress however, there remain apparent
gaps that need to be addressed:

1. Negative narratives around global carbon mar-
kets hinder growth in Africa. The landscape that
is African carbon markets is often misconstrued
in the media — a gap remains to advocate for a
balanced narrative through an evidence-based,
collective effort.

2. Workis stillneeded toraise the baron supply- and
demand-side integrity for African credits. Major

benefits

global efforts to improve integrity and transpar-
ency are underway (see Chapter 1.1). However, more
collaboration is needed across African carbon
market stakeholders to ensure these standards
translate into a higher integrity market in Africa
without leaving behind project developers and
local communities. This includes elevating the
representation of African stakeholders among
standards organisations and other bodies that
are working on increased integrity. Efforts should
also increase engagement with IP&LCs, which is
still limited despite many African projects being
on or near IP&LC land. Some bodies are working
to increase IP&LC engagement, including Natural
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State, Landesaq, ICVCM, and the Indigenous Peoples
of Africa Co-ordinating Committee. However, the
equity gap stillneeds to be closed to ensure IP&LCs
are sufficiently engaged, supported and have a fair
seat at the table.

. Regulators often do not have the tools and
knowledge to develop effective carbon market
regulations. . In response to this challenge, mul-
tilateral organisations (for example, the German
Agency for International Cooperation (GIZ), USAID,
the Global Green Growth Institute, United Nations
Development Programme, and the World Bank)
and regional organisations (for example, Climate
Action Platform - Africa) are providing technical
assistance to individual governments on carbon
market regulations. They also support govern-
ments for trading Internationally Transferrable
Mitigation Outcomes (certificates that represent
credits’ emission reduction) through Article 6 of
the Paris Agreement. However, some conventional
support from multilateral organisations has lim-
ited coverage for Africa — for example, the World
Bank’s Partnership for Market Implementation only
operates in five African countries. Additionally,
African Article 6 negotiating groups (Eastern Africa
and West African Alliances on Carbon Markets and
Climate Finance) have formed to establish collec-
tive negotiation positions and share insights on
international trading. However, these efforts need
to be built upon. Countries could benefit fromm more
comprehensive plans that sufficiently address the
breadth of complex requirements necessary to
make carbon markets successful. Steps must also
be taken to better connect and attract technical
networks, funding partners and private-sector
players to enter or scale within the country’s carbon
market ecosystem. Countries would also benefit
from increased coordination between donors and
those implementing support.

project certification processes, among other offer-
ings. While several general green business accel-
erators (for example, Catalyst Fund, Climate-KIC
ClimAccelerator, Katapult Accelerator, Kenya's
GreenBiz incubator) offer scaling advisory and
support services for project developers, this does
not extend to helping navigate the complex carbon
project requirements. While these targeted efforts
are important, there is a need to develop more
comprehensive, wider-reaching training pro-
grammes for accelerators to deploy in support of
carbon project developers.

. Monitoring, reporting, and verification (MRV)

capacity is particularly low in Africa. With even
the continent’s biggest project developers strug-
gling to access MRV support, this is a major issue.
In response, bodies such as Natural State have pro-
vided training to increase capacity, and both Verra
and Gold Standard provide online training. This
progress operates alongside established VVBs with
offices on the continent, including TUV Nord, Ring,
and Bureau Veritas. Additionally, standards bodies
are also trying to enhance MRVs, as seen in Verra's
efforts to provide deforestation data for MRV use.
In parallel, some companies, such as Verst Carbon
and Air Impact, have been trying to support proj-
ect developers with digital tools that support MRV
efforts. However, African project developers con-
tinue to highlight that capacity is limited, creating
bottlenecks and emphasising the need to scale
MRV providers further. Efforts to relieve this bottle-
neck should include further training programmes,
increased activity from international MRV provid-
ers, and new digital MRV operations for carbon
credit projects from local firms in adjacent fields.

. Methodologies are often not entirely suited to the

African context. Key certification bodies, includ-
ing Verra and Gold Standard, have made progress
in publishing more Africa-specific methodolo-

On the supply side, progress is being made, but there
still remain gaps to be filled:

gies. Verra has released a localised methodology
module for its biodiversity certification. Meanwhile,
its use of satellite data to provide more accurate

4. A complex carbon market landscape hinders baselines for REDD+ projects helps African project

potential project developers from entering and
some existing developers from scaling. Existing
efforts to help them navigate the carbon market
landscape are largely restricted to specific loca-
tions, project types and/or regions. For exam-
ple, the Clean Cooking Alliance is helping West
African project developers scale by launching a
curriculum for cookstove carbon credit projects.
Strathmore University and GIZ are also designing
some project developer curricula for East Africa,
and USAID is helping East African smallholder farm-
ers enter the voluntary carbon market. The Nature
Conservancy’s Africa Forest Carbon Catalyst is
helping forestry-based projects navigate carbon

developers — who often operate in data-scarce
countries — produce high-integrity credits.®*
However, there are still gaps, and stakeholders indi-
cate that more methodologies should be devel-
oped to unlock emissions reductions specific to
Africa, including fossil fuel generator phase-out,
improved efficiency of pastoral agriculture, and
savannah fire management.

For the intermediation and financing of African carbon
markets, some noticeable gaps need to be addressed:

j Gold Standard offers trainings through its SustainCERT Academy. Verra offers free webinars on YouTube for VVBs.



7. Highrisk for investors leads to high capital costs

for project developers. Efforts to support the reduc-
tion of perceived investment risks have primarily
focused on channelling capital to carbon credit
projects, which can increase investor confidence.
For example, banks like Standard Chartered have
financed nature-based carbon credits on the con-
tinent. Similarly, Nigeria’s Sovereign Investment
Authority will invest in removals as part of a
$50 million joint carbon credit venture with Vitol.
Similarly, bodies like Wildlife Works, Conservation
International, and the Global Evergreening Alliance
work on identifying and financing high-impact
carbon projects. However, the scale of investment
remains insufficient, and the remaining gap should
be bridged through the design of specific financial
mechanisms that de-risk investments. Germany'’s
International Climate Initiative (IKI) is working with
three African countries to explore such mecha-
nisms. Vertree and SCB Group have been exploring
such mechanisms as well. Additionally, VCMI has
partnered with the West African Alliance on Carbon
Markets and Climate Finance to advance equitable
access to financing through its Access Strategies
Toolkit. However, more work is needed. Public and
private financial players intending to operate in this
space should work to design and develop scalable,
context-appropriate de-risking mechanisms col-
lectively. These include tailored insurance products
and potentially concessionary capital.

. Project developers rely heavily on high-cost
intermediaries. Some entities have worked to
standardise contracts and trading regulations
(for example, the International Organization of
Securities Commissions, International Swaps and
Derivatives Association, International Emissions
Trading Association, and International Carbon
Reduction and Offsetting Accreditation), which may
reduce legal costs for intermediation. Additionally,
intermediary costs are becoming more transpar-
ent through auctions, such as Kenya's recent auc-
tion of carbon credits in June 2023 by the Regional
Voluntary Carbon Market Initiative (see Chapter1.2).
Multiple other bodies (for example, Intercontinental
Exchange, AirCarbon Exchange and Xpansiv) are
interested in promoting auctions and activities in
Africa. Furthermore, Climate Action Data Trust'’s
launch of a comprehensive carbon markets
data dashboard will help enhance transparency.
However, stakeholders have highlighted that more
efforts are needed to increase transparency in

intermediation markets to ensure a more equita-
ble field for project developers, which will also see
more revenue flowing to local communities. This
includes increasing the coverage of benchmark
providers, further driving price signals through
African exchange traded contracts, and promoting
offtake mechanisms, which require upside sharing.

Onthedemandside,gapsremainforbothkeychallenges:

9.

10.

Buyers are hesitant amidst evolvingintegrity stan-
dards and regulations across Africa. This chal-
lenge relates closely to cross-cutting challenges
2 and 3 and actors addressing those challenges
are paving the way to building buyer confidence.
Buyers have remained uncertain even as steps to
address integrity concerns have gained momen-
tum. Buyer confidence could be boosted by con-
tinuing to develop an overarching market signal
for demand. Some platforms (for example, LEAF
Coalition, Frontier and NextGen) have worked on
aggregating demand signals for specific carbon
credit types, especially for novel carbon removal
methods. However, stakeholders indicate a need
for broader market signals, involving more buyers
and channelling investments into further proj-
ecttypes.

Buyers do hot have an accessible view of the full
range of supply of African credits. Major exchanges
(for example, Xpansiv and AirCarbon Exchange)
help showcase the projects available in Africa on
their platforms, and standards bodies (for example,
Verra) show projects on their registries. However,
stakeholders have voiced concern thatinformation
on the breadth of African credits is still not easily
accessible and that buyers often do not have vis-
ibility over African projects’ uniquely high wider
benefits. There is a need for a dedicated showcase
of African credits, given their diversity, unique set
of benefits, and varied benefit distribution models
(see Chapter1.2).

Based on these key learnings, the sponsors have come
together to define an outlook report for the indus-
try that ACMI will support together with its partners
(including continuous refinement and re-scoping
on outlook opportunities and targets), which is pre-
sented in Chapter 3 below. The learnings have helped
delineate between areas where other players are better
positioned to drive progress and the succinct areas
where ACMI, with target partners, is uniquely positioned
to act. These areas are outlined below.



3. Indicative outlook for
target outcomes over
the next 24 months
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3.1. A revised approach: Mission,
value proposition, and roles

To facilitate ACMI's continued efforts to build stronger
partnerships and institutional capabilities, we have
produced a clear mission, vision, and principles to
guide our collaborative efforts going forward.

Our Vision is to see high-integrity, transparent carbon
markets in Africa scale to drive substantial climate
action and deliver considerable co-benefits for the
continent’s economy, welfare, and biodiversity. To con-
tribute to the realisation of this vision, ACMI’s Mission,
through appropriate partnerships, is to be a powerful
non-partisan advocate for African carbon credits, be
a trusted neutral advisor, and convene market actors
to accelerate the development of African carbon mar-
kets. We will act, together with partners, to achieve this
mission by aligning with a set of guiding principles.
These include: (1) aspire to become established as a
standalone institution in the long term to accelerate
the development of high-integrity carbon markets -
by Africans, in Africa, for Africa; 2 directly deliver tar-
geted initiatives to fill a gap in existing initiatives or in
contexts where we are uniquely positioned to advance

Exhibit 3.1.1:

market success; and (3) activate an alliance by coor-
dinating and accelerating the existing work of partners
to deliver on our goals for scaling high integrity carbon
markets — being an enabler rather than a competitor.

Drawing on these principles and knowledge gained
over the past year since ACMI's launch at COP 27, ACMI
has crystallise how it can most effectively collaborate
with others to help scale carbon markets. Our activi-
ties will align around delivering on key value propo-
sitions. In the first instance, ACMI and its partners will
act as advisors to governments on carbon market
activation. We will also be a champion for shaping a
positive narrative about African carbon markets. On
the supply side, we will catalyse high-integrity project
development. We will also be a promoter of high integ-
rity-demand and investment in African carbon market
projects. In performing our value-creating activities,
we will play four core roles, detailed in Exhibit 3.1.1.

ACMI will deliver its value proposition through four core roles

Role Description

Intermediation

® supply @ and financing @® Demand @ Cross-cutting

Part of value chain

Activate

Act as the premier reference point on the state of African carbon markets through

owning and disseminating a roadmap report, the required steps for scaling, and .

ACMI's progress

Advocate

carbon markets

Be the advocate for Africa’s position within carbon markets, bringing increased
demand and investment into the continent and shifting the narrative on African

Advise

Advise and partner in creating a stable regulatory landscape and scaling high-
integrity project development through technical assistance for carbon market

activation plans (including on Article 6) and partnerships to deliver training to

supply-side players and communities

Assemble

carbon markets

Convene actors that are working to solve enabling environment challenges to
attract capital, scale supply, build consensus, and drive global momentum on
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3.2. Key actions to be taken in
the African carbon markets

Activate

ACMI will act as and support the
emergence of a central reference
point for African carbon markets.

Context: Achieving Africa’s ambitious carbon market
agenda will require a common understanding of the
markets’ challenges and opportunities, including the
current state, trends, pain points, priority initiatives and
market gaps. While there is a substantial ecosystem
of players who provide insight, as of yet, there is no
‘single source of truth’ to anchor around. Given that
ACMIis already seen as an important source of knowl-
edge for Africa’s carbon markets, it is well-positioned
to become this central reference point.

Action: ACMIis committed to building, with partners, an
overarching view of the African carbon market land-
scape that will inform not only its own activities but
also guide the actions of other actors. To help stimu-
late the landscape, ACMI will release a status and out-
look report periodically on the state of African carbon
markets that articulates the gaps in current action
and the required steps for scaling. This will further the
parallel aim of allowing ACMI to build transparency by
including a progress update on core programmes.

Target by COP29: Disseminate a status and outlook
report on a biannual cycle and spread its insights with
the breadth of carbon market players to encourage
ambitious, targeted action. Holistic progress update
on carbon markets disseminated annually at COP,
showcasing progress on key outcomes.

Advocate

Support a compelling narrative
for African-sourced credits.

Context: Over the past year, carbon markets have
been subject to ongoing debate and scrutiny. There
has been a largely negative narrative in media, with
evidence on Africa taken from a minority of proj-
ects operating below standards, and publications

frequently exhibiting ideological opposition to mar-
ket-based climate solutions. This has made investors
and buyers more apprehensive in their support. The
market is still not perfect, so collaboration is needed
to raise the bar on integrity. However, to redress the
imbalance in perceptions on the integrity of African
carbon credit projects, ACMI intends to work with its
partners to bring mainstream awareness to global
efforts to improve integrity and equity, as well as the
accompanying benefits carbon markets can create
for African communities..

Action: To respond to the need for a balanced and
evidence-based narrative, there needs to be afocus
on two initiatives:

1. Drive a compelling and mature advocacy cam-
paign. Efforts to highlight the potential of carbon
markets, elevate evidence-based success, and
spotlight the increasing level of market activity.
Case studies could be compiled and dissem-
inated to showcase high-integrity, successful
projects and emphasise their benefit to African
communities. A coordinated campaign of this
nature would counter the current negative media
narratives and increase the market confidence
of buyers, investors, journalists and civil society.

Target by COP29: Secure consistent major publica-
tions in key media outlets.

2. Promote the development of a high-integrity
carbon market in Africa through an active part-
nership with integrity standards organisations
and by fostering stronger collaboration on supply-
and demand-side integrity. By engaging with
standards governance bodies, project developers,
and buyers, ACMI can build more transparency into
integrity-building efforts. It can advocate for their
wider adoption and help build tangible momentum
on this topic to underpin a more positive narrative.

Target by COP29: Hold partners’ convening around
two events per quarter to update and highlight on
work underway in the carbon markets in Africa.



Generate demand from voluntary
buyers, Article 6 markets, and
carbon pricing schemes by
supporting broader eligibility

and increased investment for
project development.

Context: In the past year, ACMI has attracted signifi-
cantinterest from companies and investors in African
carbon markets. For the advance market signal, com-
panies have collectively signed an intention to pur-
chase $650 million worth of African carbon credits by
2030. In addition, $250 million worth of investments in
African carbon credit projects have been committed
by 2030 and $400 million worth of traded credits by
intermediaries. While these are substantive signals,
they occur in the context of slowing global demand for
carbon credits due to 2023’s macroeconomic trends,
integrity concerns, and a still-nascent regulatory envi-
ronment. This reinforces the continued need to advo-
cate for a stable stream of demand from voluntary
buyers and to translate signals into realised carbon
credit purchases. African markets can also benefit
from diversifying the sources of demand for credits.
This includes a stronger focus on designing fair bilat-
eral Article 6 agreements that protect the long-term
interests of African countries and exploring the poten-
tial to open up carbon credit eligibility within other
countries’ domestic compliance schemes (as is the
case with Singapore).

Action: ACMIwill contribute to promoting high-integ-
rity demand and investment through five initiatives
with partners:

1. Influence specific jurisdictions to expand the scope
of carbon pricing schemes to include African
carbon credits as an option for compliance. African
organisations need to host bilateral and roundtable
discussions with policy officials to influence policy
development for specific schemes (for example,
the EU Carbon Border Adjustment Mechanism,
EU Carbon Removal Certification Framework and
carbon pricing schemes that are already accept-
ing credits, such as in South Africa and Colombig,
and Singapore). Greater eligibility for African credits
undercomplianceschemeswouldleadtoincreased
demand and higher prices for African credits.

Target by COP29: Hold meetings with three active
purchaser countries on increasing the eligibility of
African credits for compliance obligations.

2. Leverage continental partnership with African
Union, United Nations Economic Commission
for Africa, the African Development Bank
together with ACMI to promote continental

harmonisation of country/regional positions
with regard to carbon markets governance.
Regional or continental approaches to lever-
aging carbon markets will be key to ensuring
that all countries benefit from this instrument.

Target by COP29: Convene a programme geared
towards harmonisation of carbon markets
approaches with regional bodies and governments.

. Build demand for African credits in Article 6 mar-

kets. ACMI and its partners will connect host gov-
ernments to facilitate Article 6 transactions and
provide dedicated Article 6 advisory and support
on select operationalisation components. They
must also convene events that bring together host
countries and potential buyers of Internationally
Transferred Mitigation Outcomes.

Target by COP29: Three further countries with plans
towards closing Article 6 transactions.

. Securetheindependentand sustainable manage-

ment of the Advance Market Signal to encourage
buyers to sign up to express their appetite for high
integrity African generated credits together with
a clear pipeline forinvestment and offtake oppor-
tunities to encourage buyers to convert this signal
intorealised transactions ase African carbon credit
projects through a biannually updated project
catalogue. ACMIwill continue to work toincrease the
demand signal but focus more heavily on actively
tracking and reporting transactions. Advancing
the conversion of signals into realised transac-
tions will further enhance market confidence.

Target by COP29: Secure in excess of $1 billion in
advance market signals from investors with visible
trends in conversions of signals to commitments.

. Showcase African carbon credit projects through

a biannually updated project catalogue. This will
bring transparency on the breadth of high-integrity
projects onthe continentthat deliverreal benefits to
African communities and the environment, aligned
with ACMI's integrity principles and its aim to pro-
mote a more balanced market narrative.

Target by COP29: Publish a second edition of the
African Carbon Credit Showcase.

. Attract new investment signals into African proj-

ect development. To help unlock access to cap-
ital for project developers to scale, ACMI will
continue efforts to encourage further investment
signals in African project development.

Target by COP29: Secure over $1 billion total in
advance market signals, with over 10% converted
into genuine transactions.



Advise

Advise countries from a neutral
standpoint on carbon market
activation, including issues
around regulation and Article 6.

Context: African carbon credit projects encounter reg-
ulatory hurdles due to a complex and uncertain land-
scape. Regulations have not yet been developed in
many African countries, and some early movers have
made policy decisions that have led to reported neg-
ative impacts on private-sector interest and invest-
ment viability (see policy developments in Exhibit
2.2.1). In addition, complexities have arisen in cases
where countries have designated carbon rights as
being state-owned, requiring private developers to
get approval for all credit transactions — even though
African landowners often lack formal land titles and
depend on communal or informal tenure customs.
These uncertainties cause hesitation and reluctance
among investors and require urgent resolution. ACMI
has been proactive in this area, working with Kenya
and Mozambique to develop CMAPs. These plans are
designed to offer multifaceted support, including
setting national carbon credit ambitions, integrating
carbon markets into broader climate strategies, defin-
ing effective regulations and incentives, and estab-
lishing plans to activate the local market ecosystem.

Action: ACMIand partners will continue to supportgov-
ernmentsin market activation through two initiatives:

1. Give technical assistance to single countries or
country groups on carbon market legal and policy
framework implementation [ operationalisation.
This will facilitate scaling up voluntary and compli-
ance markets, and Article 6 transactions. ACMI with
partners will continue to deploy the blueprint tool or
similar mechanics to guide priority and competi-
tiveness evaluation and commensurate frame-
works needs with individual countries through
partners, particularly donors, and give thematic
technical assistance to groups of countries to aid
the development of a clear, stable regulatory land-
scape. Advisory support will ensure that govern-
ments have sufficient technical understanding to
make informed regulatory decisions.

Target by COP29: Regulatory development under-
way in a further four to six countries — delivered by
both ACMI and other partners, with over 10 addi-
tional countries engaged through group technical
assistance programmes.

2. Build a healthy pipeline of countries interested in
developing effective regulations by coordinating
knowledge-sharing events. Interested parties

must broaden the group of African countries work-
ing on carbon market activation by organising
events — for Ministers and technical government
officials — to build momentum and share lessons
from other countries.

Support scaling high-integrity,
equitable project development
through partnerships.

Context: High-integrity credits begin with high-in-
tegrity suppliers and methodologies that are set up
to create impact at scale. Currently, numerous issues
constrain this scenario in the African context:

1. There is alack of project developers, and exist-
ing ones are mostly very small small (producing
less than 3 MtCO,e per year). Less than 200 project
developers were active in the past decade across
Africa, most of which operate a single project in
a single country. If the supply of African carbon
credits is to scale significantly over the next few
decades, these project developers will need to
scale, too.

2. The validation and verification process for
African projects is costly and time-consuming. It
takes more than two years from a project’s start
date to issue and sell the first credit. Additionally,
these services are delivered by companies out-
side Africa, resulting in high costs for project
developers, language barriers, and a lack of local
market understanding.

3. Numerous challenges hinder the equitable com-
munity engagement of IP&LCs, who are vital stake-
holders in carbon crediting projects. Information
asymmetry often means IP&LCs are insufficiently
equipped to establish the transparency and safe-
guarding mechanisms needed to ensure account-
ability for equitable outcomes.

4. Existing carbon credit methodologies often do not
fit the African context. They struggle to measure
and monitor projects with fragmented assets, lim-
ited infrastructure, and common technology con-
straints. There are also key methodology gaps in
harnessing Africa’s decarbonisation opportunities
(for example, fossil fuel phase-out and livestock).
In total, we estimate this gap renders inacces-
sible a total of 140 MtCO,e in credit generation
and decarbonisation.

Action: Supporting high-integrity, equitable project
development through four initiatives:

1. Increase the scale of developers and resulting
supply. ACMI developing and hosting a “Carbon
Knowledge and Innovation Hub” (“Carbon Hub") to
provide basic carbon project information to those



interested or atthe beginning of developing projects
through a“one-to-many” approach. In this context,
buildingacentralrepository ofinformationandtools
to enable project developers to access the market
and have the support to scale effectively.

Target by COP29: Complete operationalisation of
the Carbon Hub, bringing together relevant informa-
tion for all sectors, and supporting data aggregation
from across partners.

. Increase validation and verification capacity.
Based on work already delivered to develop a con-
cept design and partnership identification, ACMI
and partners will support the deployment of an
auditor training programme. This will be deployed
in cohorts by partners and followed by on-the-
job training. It aims to reduce the time new audi-
tors need to train before working autonomously,
making it easier for African VVBs to scale. Further
support must be undertaken by and through part-
ners to reach the required scale.

Target by COP29: Training programmes for auditors
funded and in progress.

. Facilitate equitable engagement for IP&LCs.
Grassroots IP&LC training on carbon markets is
incredibly important to ensure a level playing
field and better benefit sharing. Such training
will offer IP&LCs tools and information to enable
equitable market participation (for example, free
and prior informed consent, safeguarding prin-
ciples, benefit-sharing mechanisms, and carbon
rights). Leverage work undertaken to design a pro-
gramme and identify delivery partners.

Target by COP29: Secure funding and delivery
partners to support well-informed decision and
effective and equitable free prior and informed
consent by IP&LCs.

. Support the development of methodologies that
unlock Africa-relevant mitigation opportunities.
ACMI will continue to support new methodologies
and proof-of-concept pilots in collaboration with
partners, starting with ongoing work on fossil fuel
generator set phase-out and livestock methodolo-
gies. ACMI has created afossil fuel generator phase-
out methodology concept, which welcomes partner
support. Further work is also needed to ensure that
methodologies are relevant to the African context
and that new methodologies are developed to real-
ise the full potential of carbon finance for the region.
Target by COP29: Create one new carbon credit
methodology and have two methodology
pilots underway.

Assemble

Coordinate and convene
actors seeking to enable
an effective African carbon
market environment.

Context: To maximise impact on the continent, ongoing
work of other actors across the value chain must be
highlighted and not duplicated. Thus, coordination and
convening is incredibly important to ensure full effec-
tiveness continue to play a valued role as a stakeholder
convenor — highlighting important topics and increas-
ing the prominence of African carbon markets on the
global climate agenda.

Action: ACMIwill continue to convene actors through
four initiatives:

1. Promoting the establishment of project devel-
oper communities. This will foster peer-to-peer
learning, knowledge exchange, and mutually
beneficial partnerships. ACMI will deploy this
through a community initiative centred on a
social media platform and in-person gatherings.

Target by COP29: Bring visibility to project devel-
oper platforms that are put in place, to incentivise
participation and community engagement.

2. Engage with and Convene the wider donor com-
munity to ensure long term support to scaling high
integrity carbon markets in Africa.

Target by COP29: Organise donor roundtables on
carbon markets at 3 key events.

3. Convene stakeholders that are already support-
ing the development of regulatory frameworks in
carbon markets. . Key organisations need to come
together to help translate international lessons into
the African context by engaging and convening
institutions working on carbon market regulation
and harmonisation, for example, donors, multilat-
eral development banks, the UN, and think tanks.

Target by COP29:: Convene two high-level events on
globalregulation to engage with institutions working
on regulatory frameworks.

4. Convene and partner with financial institutions to
facilitate the developmentofinnovative de-risking
structures.Themarketmustcometogethertodesign
and implement de-risking financial instruments.

Target by COP29: Organise at least one high level
roundtable for major financial institutions.



4. A call to action
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In a rapidly evolving global carbon market, collab-
oration is key for helping Africa navigate the path
to a prosperous, sustainable future. ACMI's aim is to
help guide the market on this path in a high-integrity
manner by assembling carbon market players, boldly
advocating for carbon markets, advising public- and
private-sector actors, and activating players to raise
their ambitions. This can unlock billions in climate
finance for African economies while expanding energy
access, creating jobs, improving health, protecting
biodiversity, and driving climate action. However,
achieving this sustainable and prosperous future is
a highly complex task, and collaboration is crucial.
ACMI is thus actively seeking to activate partnerships
across the carbon market value chain so that key ini-
tiatives outlined in the previous chapter can deliver
credible outcomes.

Exhibit 4.1:

This report provides players with the knowledge and
perspectives to navigate African carbon markets as a
foundation for a clear call to action. As part of ACMI's
commitment to transparency, this report aims to help
all players navigate the complexities of African carbon
markets through clear and comprehensive insights into
the market and its trends, challenges, opportunities, and
gaps in action. Based on this knowledge foundation,
the report calls upon all stakeholders to actively
engage and collaborate to support and shape
Africa’s carbon markets (Exhibit 4.1).

The vision for Africa’s carbon market is ambitious and
clear, aspiring to achieve wide-reaching, diverse ben-
efits for people and the planet. The fulfiiment of this
vision relies on our collective commitment and proac-
tive collaboration. With this status and outlook report,
we look forward to working jointly to support Africa’s
future asagloballeaderinlow-carbon development.

ACMI calls upon all stakeholders to collaborate and help scale African carbon markets with high

integrity and ambition

G

e

Governments

Cross-cutting themes

Host governments:

* Build the capacity to develop a conducive regulatory environment that transparently helps carbon market actors scale their activity by
participating in support programmes such as carbon market activation plans (CMAPs)

* Clarify the role of carbon markets in national climate strategies to increase transparency for market players

Buyer governments:

* Consider using country-to-country transactions of African credits to achieve national climate targets as per Article 6 of the Paris Agreement
* Consider accepting African credits as a method of compliance with domestic carbon pricing schemes

@ Donors and multilateral organisations

Provide training and funding across the ecosystem to support governments’ capacity building efforts, boost the engagement of local communities, help

project developers scale, and expand MRV capacity

@ All actors

Disseminate a balanced narrative on carbon markets that both acknowledges the substantial benefits of carbon credits and pushes the market towards

higher integrity

supply (generation)
and standards

[,

Intermediation and

financing

Investors and development

Demand

@ Project developers

finance institutions (DFIs)

O

Carbon credit buyers

Collaborate to implement best practices for
engaging local communities and benefit sharing

Adopt guidance on integrity from leading
standards bodies

Engage with capacity-building support and
communicate further needs to help scale supply

@ Standard setters

Channel investments into African carbon
credit projects, employing well-designed
financial mechanisms to account for risks (e.g.,
emissions-linked bonds, political risk
insurance)

Intermediaries

Increase capacity to support African project
developers with integrity guidance and
issuances, adopting new methodologies (e.g.,
fossil fuel generator phase-out, improved
efficiency of pastoral agriculture)

Monitoring, reporting, and
verification (MRV) bodies

Scale capacity on the ground in Africa to
relieve supply bottlenecks and support the
scaling of digital MRV solutions to lower costs
while maintaining integrity

Increase transparency on intermediation
activity and consider offering lower fees to
high-integrity African projects
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Make advance market signals for purchasing
high-integrity African credits, and take tangible
steps to move from signals to purchases

Adopt the latest guidance on high-integrity
credit use, e.g. VCMI's Claims Code of Practice

Consider purchasing credits with substantial
benefits to communities and ecosystems as
part of a holistic ESG strategy
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Glossary

Article 6: A section of the Paris Agreement that
addresses international cooperation in achieving
climate goals. It provides a framework for voluntary
cooperation between countries in the implementation
of emission reduction activities.

Adaptation projects: Initiatives addressing the
impacts of climate change and building resilience in
vulnerable communities.

Avoidance projects: Along with removal, one of the
two major types of carbon credits. Avoidance projects
prevent the release of greenhouse gases that would
otherwise be emitted, such as by preventing defor-
estation in an area with a high rate of logging.

Baseline Emission Levels: The reference point against
which emission reductions are measured, provid-
ing a benchmark for assessing the impact of carbon
market projects.

Blue carbon: Carbon captured and stored by coastal
and marine ecosystems, such as mangroves and sea-
grasses, contributing to climate mitigation efforts.

Carbon registry: A centralised system for record-
ing, tracking, and verifying the issuance and
transfer of carbon credits, ensuring transparency
and accountability.

Climate finance: Financial support provided to proj-
ects and initiatives addressing climate change,
including those in the carbon markets.

Climate neutral: Achieving a state where the net
greenhouse gas emissions associated with an entity,
activity, or product have been fully balanced, result-
ing in no net impact on the climate. Carbon neutrality
refers to the same concept, with reference to only CO,,.

Conference of the Parties (COP): An international
climate conference convened by the United Nations
Framework Convention on Climate Change (UNFCCC),
where representatives from member countries gather
to assess progress in dealing with climate change,
negotiate agreements, and set future targets. COP
meetings play a crucial role in shaping global climate
policies, particularly those related to Article 6 of the
Paris Agreement.

Conference of the Parties (COP): An international
climate conference convened by the United Nations
Framework Convention on Climate Change (UNFCCC),
where representatives from member countries gather
to assess progress in dealing with climate change,
negotiate agreements, and set future targets. COP
meetings play a crucial role in shaping global climate
policies, including those related to carbon markets
in Africa.

Decentralised renewable energy (DRE): Energy sys-
temsthat utilise locally available, renewable resources,
promoting energy access and sustainability in remote
or rural areas.

Emissions trading system (ETS): There are different
types of ETS. In a ‘cap-and-trade system’ regula-
tors set a fixed upper limit on total emissions (‘cap’)
and auction or distribute allowances (typically one
allowance grants the right to emit one tonne of CO,e).
Under a‘baseline-and-credit system’ each individual
entity is required to reduce emissions at a certain rate.
Companies that reduce emissions faster than they are
obliged to can earn ‘credits’ which they can sell to enti-
ties which do not meet their required obligations.

Indigenous peoples and local communities (IP&LCs):
typically, ethnic groups who are descended from and
identify with the original inhabitants of a given region,
in contrast to groups that have settled, occupied or
colonised the area more recently.

Leakage: Risk to manage in the design of carbon credit
methodologies. Describes situations when the direct
impact of a carbon reduction activity is offset by its
indirectimpacts. For example, protecting a forest from
logging could lead to an increase in logging in sur-
rounding forests, negating the intended effect.

Monitoring, Reporting, and Verification (MRV): A pro-
cess ensuring accurate measurement and reporting
of greenhouse gas emissions, crucial for verifying
emission reduction activities in carbon markets.

MtCO,e: Megatonne of CO, equivalent. Standardised
unit for greenhouse gases that expresses all emissions
in terms of the amount of CO, with equivalent global
warming potential.

Nationally Determined Contributions (NDCs):
Country-specific climate action plans submitted
under the Paris Agreement, outlining emission reduc-
tion targets and adaptation strategies.



Nature based solutions: Projects that use natural
landscapes to mitigate climate change, often while
providing biodiversity co-benefits. Includes forestry,
agriculture, and blue carbon projects.

Netzero: A condition in which the total greenhouse gas
emissions produced are equal to the amount removed
or offset, effectively balancing the carbon footprint
and mitigating the impact on the climate.

Paris Agreement: Landmark 2015 international treaty
on climate change. Article 6 of the Paris Agreement
covers voluntary international cooperation, including
carbon trading. Additional details on the implemen-
tation of Article 6 were agreed to at COP26 in Glasgow.

Reducing emissions from deforestation and
forest degradation (REDD+): Framework for emis-
sions-limitation programs focused on preventing
deforestation that was negotiated under the United
Nations Framework Convention of Climate Change
(UNFCCC). REDD+ credits are not allowed in the Clean
Development Mechanism but are common in the vol-
untary carbon markets. SBTi

Sustainable Development Goals (SDGs): A set of
17 global goals established by the United Nations to
address social, economic, and environmental chal-
lenges, including climate-related objectives.

Validation and Verification Body (VVB): Independent
entities responsible for validating and verifying that
emission reduction projects adhere to specific stan-
dards and criteria in carbon markets.

Internationally Transferred Mitigation Outcomes
(ITMOs): Internationally traded carbon credits result-
ing from emission reduction activities transferred
between countries, fostering international collabora-
tion in achieving climate goals.
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