lntroduction of

VSBK Clean Development Mechanism Programme of Activities
Carbon Financing Background
VSBK projects qualify to receive carbon financing. By creating a commercial value for reducing greenhouse gas
emissions, the carbon markets can provide an additional source of revenue for a sustainable energy efficiency
project. This increases the commercial viability of a project, and can therefore play an important role in sustaining
and growing the enterprises. Within this context, carbon finance can be an opportunity, although the process to
access it is cumbersome and involves commitment from the project developer to adhere to some specified
monitoring requirements over the lifetime of the project.

What are Carbon Markets?
Most industrialised countries have committed themselves to reduce their greenhouse gas emissions through
international negotiations and treaties. lndividual national targets have been set to meet this collective
commitment. The European Union and other states put legally binding obligations on their biggest industries to
reduce their emissions. Firms with high emissions need to pay a price for each tonne of COz which they are
emitting - called the 'carbon price'.
Attaching a price to carbon emissions and creating markets to trade them is thought to provide financial incentives
to encourage emitters to undertake emission reduction efforts. lf a company wants to emit more than it is allowed
to, it can buy credits from those who have reduced their emissions below the target level, or from a project in a
developing country which has certified emission reduction credit to sell. This trading forms the basis of the carbon
market. Emission reductions certificates or colloquially 'carbon credits' are the currency of these markets. So
carbon finance is a payment to a project in order to purchase its emissions reductions - just like a commercial
transaction.

What is CDM?
The Clean Development Mechanism (CDM) is one of the three flexibility mechanisms of the Kyoto Protocol to the
UNFCCC. The CDM was created to promote the hosting of GHG reduction projects by developing country parties to
the Kyoto Protocol, using finance provided by developed country parties in order to make these projects possible.

Global Carbon Context

r

- a short introduction

The Kyoto Protocol is an international climate change agreement. The goal of the Kyoto Protocol is to reduce
the emission of GHG emissions into the atmosphere, in order to mitigate human-induced climate change.
Under the Kyoto Protocol:
Developed countries had committed to emission reduction targets, for example the EU has committed to
reduce greenhouse gas emissions to between 20-30% below 1990 emission levels by the year 2020.
The Clean Development Mechanism (CDM) was established to finance emission reduction projects in
developing countries.
Discussions on what will supersede the Kyoto Protocol are in process. The United Nations Framework
Convention (UNFCCC) on Climate Change annual conference (COP17) will be held in Durban in
Novem ber/December 2011.

There are increasing international pressure on developing countries to reduce greenhouse gas emissions.
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Key elements of carbon finanee proiects
! Available onty tor proiects lhat reduce grgenhoqqe gas emissions
I Thery mus.t corf,ribute to the sustainable devalqpmpilt of the host country
! These emission reductions need to be measured and verif,rad bdore thev can be ssld as carbon credits

How does the VSBK technology generate carbon dioxide emission reductions?

The implementation of VSBK technology is an energy efficiency initiative.
lncreased efficiency of the VSBK leads to fewer losses of heat ensuring a more
optimum use of coal. The amount of coal used per fired brick is reduced and
therefore the amount of COz emissions per fired brick are lower, by up to 50%
compared to the clamp kilns.

What are the benefits in joining the Programme?
The most obvious benefit is that the implementation of the more energy efficient VSBK technology can earn
foreign income from the sale of the emission reductions. An additional revenue stream is therefore created
from the sale of the carbon reductions which increases the financial return of the project and makes the
project more sustainable.
How long will t receive the income

for?
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You can receive income from the sale of your emission reductions for a period of 10 years, from the
commissioning date of the pr,oject.

How much will I get for the carbon reductions?
The price of the carbon reductions can be compared to any commodity in that it depends on a myriad of
factors. Typically the price could be anywhere in a range from €7 to €15 and some forecasts predict prices as
high as €20 in the next 10 years.

What

is

the process?

ln the CDM you will have to go through a pre-defined and very rigorous process. To be eligible to receive carbon
finance it is essential that you know and measure the exact amount of greenhouse gas emissions you avoid through
your project. To tap carbon finance you will need to make thorough calculations that are backed up by third party
information and follow set standards and procedures. However, if you participate in the Programme most of the
procedures will be managed for you by the Coordinating and Managing Entity (CME) who is responsible to manage
the carbon procedures on your behalf.
How do ljoin the Programme?
To join the Programme you have

to contact the Carbon Asset Manager (CDM Africa Climate Solutions) who will
request some information from you to conduct an assessment to determine whether your project is eligible under
the Programme. From there the process will be explained to you and you will be assisted.
For more information on CDM and Programme of Activities, please visit www.unfccc.int and click on CDM.
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