
DNA call for inputs on regional distribution matters
The flexible mechanisms of the Kyoto Protocol, especially the CDM shall not only abate ghg emissions, but also shall contribute to sustainable development of the host country. The development of CDM projects generates carbon revenues flowing in the CDM host countries. UNEP Risoe estimates the CDM’s total CER generation to be 643 million CERs until 2012. Assuming a price of 10€/CER this creates a financial income of 6,429 billion € up to 2012. Moreover, behind each CER there is an even larger investment in the CDM projects. These are investments e.g. in the energy facilities in CDM host countries. Such investments foster the implementation of low CO2 technology and contribute to technology transfer from Annex I countries to Non-Annex I countries.
So far only few countries could benefit from the carbon revenues and their underlying investments. China, India, Brazil, Mexico and Malaysia make up for about 80% of CER generation. Only few projects were so far developed in Africa.
In the course of exploring CDM project opportunities in Swaziland, we envisaged an obstacle to grid connected (supplying renewable electricity to the grid or reducing electricity demand) CDM projects. Swaziland covers 83% of its electricity demand through imports from ESKOM of the Republic of South Africa (RSA). ESKOM’s operational margin emissions are in the range of 920tCO2/GWh. Swaziland’s own generation comes mainly from hydropower. 
Unfortunately the current version of the ‘tool to calculate the emission factor of an electricity system’ (EB35, Annex 12) does not allow for taking into account the imports from the connected electricity system (CES) of RSA.

Following the guidance of the tool, the CES may be a national or international grid, but grid imports from another country shall be assigned an emission factor of 0tCO2/GWh. The tool is explicit on this point: ‘For imports from connected electricity systems located in another host country(ies), the emission factor is 0 tons CO2 per MWh.’

This regulation poses a drawback for grid connected CDM projects in Swaziland. This is not only the problem of Swaziland. Several CDM host countries being part of the Southern Africa Development Cooperation (SADC) electricity grid are in the same situation. These countries are Namibia, Mozambique and DR Congo. All these countries are characterized by high ratio of electricity imports (all above 60% of own generation) and low operational margin emissions within the country.

Still CERs can be calculated in a conservative manner, e.g. by determining the operational margin emissions of a CES covering Swaziland and RSA including the CO2 emissions of electricity imports. This would allow to structure investments in electricity generation projects using abundant by-products of Swaziland’s sugar production. The arithmetical volume of these by-products is so big, that it would allow Swaziland to become independent from any electricity imports.
We suggest evaluating the options for a modification of the tool. Possible solutions are:
· Allowing for the calculation of a regional grid emission factor covering all SADC countries. This could determine one operational margin for all SADC countries including the CO2-emisions from electricity imports.
· Building a clause in the operational margin calculation of the tool. This clause should allow including the CO2 emissions from electricity imports from the CES, even from another host country if, and only if the electricity imports from the other host country make up for at least 40% of the domestic electricity demand.

Both options are feasible in a conservative manner and would facilitate the CDM project development in the countries of the Southern African Development Cooperation including Swaziland.

PAGE  
2

