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Summary
Paris agreement and the fraud of carbon trading
While the Paris Agreement has been hailed by some as ‘historic’ with ‘ambitious’
targets for reducing greenhouse gas emissions, its actual implementation will not
depart substantially from the Kyoto Protocol of 1997 with respect to the international
trading of carbon credits. As with the old system, the Paris Agreement will renew
“internationally transferred mitigation outcomes”. Even though the Paris Agreement
indicates that a new framework would be introduced to replace the Clean
Development Mechanism (CDM), the infrastructure already established for the CDM
by the UNFCCC will serve the implementation of the Paris Agreement.
The CDM is the existing prototype for carbon trading, which is harped on by
pro-market proponents as offering the best option for reducing greenhouse gas
emissions and providing sustainable development gains for developing countries.
This positive projection is not backed by the realities. This report presents examples
from Nigeria to show that projects registered for CDM fall short of the sustainability
criteria. In particular, so-called gas flare reduction projects in Nigeria are enmeshed
in the pollution, dislocations and false promises associated with the petroleum
industry. While the CDM offers options for business transactions that guarantees
profits for the big polluters, the international market for carbon credits
discountenance the demands for environmental justice by the communities that have
borne the real cost of historical pollution.

As with the old system,
the Paris Agreement will
renew “internationally
transferred mitigation
outcomes”

Moreover, claims for emissions reduction
cannot be reasonably verified. Even when
emissions reduction could be imagined, they
cannot be considered additional as a result of
the CDM. Such reductions could rather be
traced to developments made towards
compliance with Nigerian regulations and
situations that predate the CDM. As an example
of carbon trading, the CDM shows that carbon
trading does not hold if our concern is to
actually reduce greenhouse gas emissions.

2
Paying the polluter: The Clean Development Mechanism
(CDM)
Through an examination of the impacts
of two so-called gas flaring reduction
projects registered in the Clean
Development Mechanism (CDM) by oil
companies operating in the Niger Delta
region of Nigeria, this report shows that
the CDM, as an example of the global
carbon trading system, is flawed. Our
examples show that CDM projects are

manipulated by the same companies
that are responsible for most of the
pollution in the global south. These
companies exploit the CDM mechanism
to make unjustified extra profit while
not accounting for real emissions
reductions. The communities that are
victims of their historical pollution get
no succor.

Gas Flaring in Nigeria, Climate Change and Carbon Trading

Picture by Kadir van Lohuizen

Oil companies operating in the Niger
Delta routinely flare most of the gas
associated with crude oil production.
Indeed, Nigeria accounts for more
associated gas flaring than any other
country in the world. The flaring
(open burning) of associated gas
results in serious local pollution of
air, land and waters. Acid rain as a
result of gas flaring destroys crops
and properties. Health of local
populations has been severely
compromised since the practice
commenced in 1956. Gas flaring is
also a major source of methane and
carbon dioxide (CO2), which are
greenhouse gasses responsible for
climate change.

As at 2005, gas flaring from crude oil extraction activities of transnational companies
in the Niger Delta was generating more greenhouse gasses than the combined
emissions of the rest of sub-Saharan Africa. Gas flared in Nigeria by oil companies
was estimated to be about a quarter or 30 percent of annual US and EU gas
consumption respectively.
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Carbon trading has failed impoverished communities
The Kwale (Beneku, Okpai, and Obodugwa) and Isoko (Irri) communities in Delta State,
Nigeria are among the many in the Niger Delta area that have borne the cost of
pollution from crude oil production and flaring of associated gas for decades.
However, unknown to them and without seeing any benefits, the very companies that
are responsible for the pollution of their land and destruction of livelihoods stand to
make extra profit by selling carbon credits via the CDM. Italian company, ENI- Agip
which has drilled for crude oil and flared associated gas in these communities for
decades has been joined by Nigerian upstart, Xenergi to design so-called gas flaring
reduction projects that promise sustainable development for the people. However, as
this report demonstrates, the claims for carbon credits by these companies are not
justifiable. Gas flaring is a criminal activity based on Nigerian law. Culprits should not
profit from the practice through the CDM or any other international carbon offset
scheme. Those that deserve compensation are the community victims.

Shell’s horizontal gas flare, Rumuekpe, Rivers State

Across the areas of the ENI-Agip and Xenergi
projects, land has been forcefully grabbed
Though the CDM has developed systems to from the local owners, forests mowed down
prevent fraudulent carbon credit claims,
and people’s access to and sustainable use
this report presents examples of how the
of environmental resources undermined.
instrumentality of the CDM has been
The ENI-Agip and Xenergi projects which
seriously violated by powerful
have been presented as CDM projects fail to
stakeholders. Entities of the CDM itself
account for the social costs of human rights
such as the CDM Executive Board,
abuses and the distortion of socio-economic
Designated Operational Entities (DOEs) and life of the host communities arising from oil
the Applicant Entities have all pushed their and gas extraction activities around the
market-obsessed project economics to the areas where projects are sited. The history
detriment of, and in exclusion of
and socio-cultural dynamics of the people is
communities that are victims of gas flaring rooted in subsistence on land and water
and other historical pollution associated
resources in the area. While the projects
with crude oil production in the Niger Delta promise to create jobs, the reality is that
of Nigeria.
jobs are being destroyed in the process of
developing these projects. The timeline
The extent of the implementation of the
between the destruction of livelihoods and
CDM in Kwale and Isoko by ENI-Agip and
the creation of “new jobs” creates scramble
Xenergi has exposed credibility gaps in the and social conflict among the indigenous
management of the CDM process. The CDM people and between the indigenous and the
Executive Board and the Designated
project vendors on the other hand. This goes
Operational Entities (DNV and RINA) and
to show that a CDM project can be used to
the Department of Climate Change in
undermine the life and socio-economic
Nigeria (which is the Designated National
existence of host community people and in
Authority) all fail to secure the adherence
the process discount social sustainability.
of Applicant Entities (ENI-Agip and Xenergi)
to regulations and their own codes of
conduct. These failures increase the
UNFCCC Adaptation Fund
haplessness of the people of Kwale and
The 2% levy on CERs issued by the CDM is the
Isoko as powerful entities seek to obtain
main source of income for the UNFCCC
unconscionable profit from the sale of
Adaptation Fund, which was established to
Certified Emissions Reduction. The building
finance adaptation projects and programmes
of CDM projects like those promoted by
in developing countries parties to the Kyoto
ENI-Agip and Xenergi in the Niger Delta of
Protocol that are particularly vulnerable to
Nigeria do not necessarily express an
the adverse effects of climate change.
attempt at social and environmental
However, the host communities of ENI-Agip
sustainability. Local concerns have been at
and Xenergi in Kwale and Isoko have not
least marginalized and at worst
benefitted from the UN Adaptation Fund.
discounted.

Violations of the CDM

Recommendations
1

CDM AND GAS
FLARING
Considering that gas flaring is
illegal in Nigeria, it amounts to
bad faith to consider flare
reduction projects in Nigeria as
CDM projects. Gas flaring
reduction projects in Nigeria
should not qualify for any global
carbon credit scheme. Such
projects fail on the additionality
and sustainable development
criteria. The only reason why gas
is flared in Nigeria is because the
Nigerian government fails to abide
by its own laws and national
commitments to its own people.
Oil companies in Nigeria can end
gas flaring profitably without
recourse to an international
carbon market. This can be done
through a clear commitment by
the Nigerian government to abide
by its own laws and commitments
to improving local access to
electricity which can be enhanced
by utilizing associated gas.

All oil fields that continue
to flare associated gas
should be shut down to
encourage development
of associated gas........

2

SHUTTING DOWN
OIL FIELDS
All oil fields that continue to
flare associated gas should be
shut down to encourage
development of associated gas
gathering infrastructure, which
slowed down following the
introduction of the CDM. We are
convinced that it is only by
taking concrete steps at the
national level that the twin goal
of gas flare elimination and
electricity generation to improve
local energy access can be
attained. International carbon
markets distract attention from
national goals and government
responsibility to hold companies
to account for their pollution. .

3

NIGERIAN REGULATORS
SHOULD SIT UP
The Department of Climate
Change (DCC), Nigeria should sit
up to its responsibility as the
statutory regulatory body of
issues bordering on climate
change in Nigeria and as the
Designated National Authority as
opposed to being a mere
rubber-stamp to the fraudulent
certification activities of the CDM.

4

CANCELLATION OF
PROJECT APPROVAL
The Executive Board of the
CDM should cancel the
approval of the Project Design
Documents (PDDs) issued to
the ENI-Agip and Xenergi
projects in Kwale and Isoko,
respectively, to salvage
whatever is left of the
reputation of the CDM and as a
mark of remorse on its part in
supporting the environmental
abuse of the people of Kwale
and Isoko in the Niger Delta.

5
UN ADAPTATION
FUND
The benefits of the UN
Adaptation fund should be
extended to the people of
Kwale and Isoko where
ENI-Agip and Xenergi operate.

Introduction
As at the end of May 2016, 177 countries had
signed the Paris Agreement, which emerged
from the twenty-first session of the
Conference of the Parties (COP 21) of the
United Nations Framework Convention on
Climate Change (UNFCCC) of December 2015.
However, while the Paris Agreement has been
hailed as ‘historic’ with ‘ambitious’ targets for
reducing greenhouse gas emissions, its
actual implementation will not depart
substantially from the Kyoto Protocol of 1997.
The earlier agreement had introduced the
Clean Development Mechanism (CDM) and
other measures through which a global
market for greenhouse gases (GHG) was
established with the aim of providing
flexibility to developed countries for
emissions reduction. With the CDM,
registered emission-reduction projects in
developing countries could earn Certified
Emission Reduction (CER) credits for onward
trading in carbon markets. By buying such
CER credits, developed countries and their
corporations can take credit for meeting part
of their emission reduction targets, rather
than actually reducing emissions at home. As
with the old system, the Paris Agreement will
renew “internationally transferred mitigation
outcomes” even though this will be done
through a new “mechanism to contribute to
the mitigation of greenhouse gas emissions”.
This new mechanism will replace the CDM of

the Kyoto Protocol. While the CDM was
introduced to enable developed
countries and their corporations to
purchase carbon credits from
developing countries, the new
arrangement would open up the market
place for “voluntary cooperation” based
on countries’ needs in meeting
nationally determined contribution
targets.
Through the examination of the
implementation of the CDM in Nigeria,
this report questions the claims of
carbon trading, which is harped on by
pro-market proponents as offering the
best option for reducing greenhouse gas
emissions and providing sustainable
development gains for developing
countries.While the Paris Agreement
would result in the eventual
replacement of the CDM, the
infrastructure for international trading
of carbon credits already established for
the CDM by the UNFCCC would most
likely serve the implementation of the
Paris Agreement.The goal of this report
is to show that the positive projection of
international carbon trading is not
backed by the realities.
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This report presents examples from Nigeria (b) Recovery and Utilisation of
to show that projects registered for CDM fall Associated Gas from the Obodugwa and
short of the sustainability criteria. In
the Neighbouring Oil Fields by Xenergi
particular, so-called gas flare reduction
Oilfields Services Limited.
projects in the country are enmeshed in the
pollution, dislocations and false promises
This report examines the compliance of
associated with the petroleum industry. The ENI-Agip and Xenergi with CDM criteria
CDM offers options for business transactions of sustainable development, emission
that guarantees profits for the big polluters. reduction, additionality, and
As such, the international market for carbon measurability in implementing CDM
credits discountenance the demands for
projects in Niger Delta communities. It is
environmental justice by the communities
our finding that while these projects are
that have borne the real cost of historical
registered under the CDM to sell carbon
pollution. Moreover, claims for emissions
credits in the international market, they
reduction cannot be reasonably verified. Even fail to meet even the requirements of the
when emissions reduction could be imagined, CDM Accreditation Procedure. These
such reductions can be traced to
projects which have twenty-year cycles
developments made towards compliance
operate under an environment of
with Nigerian regulations and situations that historically opaque production figures of
predate the CDM, and cannot be considered associated and non-associated gas,
additional as a result of the CDM. As an
making it impossible to measure actual
example of carbon trading, the CDM shows
flare reduction, if any.
that carbon trading does not hold if our
concern is to actually reduce greenhouse gas
emissions.
From 2005 and 2012, ENI-Agip and Xenergi
have respectively promoted the projects that
promise to recover and sell gas associated
with crude oil production:
(a) Recovery of Associated Gas that would
otherwise be flared at Kwale Oil Gas
Processing Plant (OGPP), a Joint Venture (JV)
project involving the Nigeria National
Petroleum Corporation (NNPC) and Nigeria
Agip Oil Company (NAOC).

Crude Oil and
Associated Gas
Flaring
Nigeria has the worst record for routine gas flaring globally.1 All associated gas flaring
in Nigeria is carried out by petroleum companies onshore and offshore of the Niger
Delta. From the beginning, the flaring of associated natural gas has remained a main
feature of the crude oil business in Nigeria. The practice has continued despite
protests of members of host communities that are forced to live with the
contamination of their environment.
Rather than take serious action to stop the environmentally destructive gas flaring, the
Nigerian government and oil companies opted to increase crude oil production. As
production increased, so has the flaring of gas. Since 1956, Nigeria’s Niger Delta has
become the hub of oil and gas exploitation in the country. Communities in the region
host petroleum production externalities like environmental pollution and violent
conflicts, which have not been adequately mitigated by the government and
companies. Crude oil reserves in the Niger Delta area contain a mixture of almost equal
amount of crude and (associated) natural gas. During drilling, the oil wells pump out
these hydrocarbons mixed with water.
The whole mixtures are transported via flowlines which are small pipelines that are
connected to flow stations. These flow stations are major installations where the
produced water is discharged into the surrounding environment and the associated gas
from the wells are separated from the crude oil and burnt off. This process is referred
to as gas flaring. The discharge of produced water and gas flaring are both damaging to
the environment with local and global consequences.

1 Some data suggest that Nigeria and Russia record highest flaring volumes at different periods

Shell flow station at Rumuekpe, Rivers State shows gas flaring and crude oil pollution
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While continuous discharge of produced water
leads to increased soil and water salinity of
impacted areas, gas flaring has proven to lead
to increased acidity of the soil in the
neighborhood of the flare sites.2 Gas flaring also
causes acid rain which affects soil quality and
threatens food security in oil and gas bearing
communities. In addition to the more localized
impacts, gas flaring also aggravates climate
change attributes like global warming through
the discharge of greenhouse gases like
methane and carbon dioxide.

While oil industry data are often unreliable,
Nigeria is generally thought to have either
the ninth5or tenth largest proven natural
gas reserves in the world.6Generally, the
Nigerian government and international
agencies use data provided by the oil
companies. Concerning gas flaring, one of
the most referred estimates is that the oil
companies in Nigeria flared an average of
2.5 billion standard cubic feet (scf) (70
million standard cubic meters) of
associated gas daily, or about 912.5 billion
scf(25 billion standard cubic meters) a year
From about 5,100 barrels per day in 1958,
as at 2004.7 As at 2005, gas flaring from the
Nigeria’s oil production rose to 2 million barrels Niger Delta was generating more
per day in 1972.3 As at 2015, the Nigerian
greenhouse gasses than the combined
government was claiming a maximum crude oil emissions of the rest of sub-Saharan
production capacity of 2.5 million barrels per
Africa.8 The volume of associated gas flared
day.4 Ranking as Africa’s biggest oil producer
in the Niger Delta in 2008 was 24 billion
and the sixth largest exporter in the world,
cubic meters (847.5 billion cubic feet),
Nigeria’s Niger Delta is presently estimated to
according to some estimates. Those
have a greater potential for gas than crude oil. figures were equivalent of over a quarter
In the first place, all the crude oil reservoirs in
or over 30 percent of annual US and EU gas
the region also contain ‘associated gas’.
consumption respectively.9 The Nigerian
However, apart from the associated gas, the
National Petroleum Corporation (NNPC)
region also has abundant non-associated gas
claimed that in 2010 Nigeria flared 536
reserves, estimated at 4,500 billion standard
cubic meters.

2 Didi, Orike., 2010. How Oil and gas extraction affects communities in Citizens Rights in Oil and Gas Sites in Nigeria: A Handbook for Community Organisers and ParalegaCentres.
Ibadan: Lighthouse Publishers/Social Development Integrated Centre (Social Action).
3 Fubara, B. A. (1986). Targeting strategy for technological acquisition in the Sub-Saharan oil exporting states of Africa: The Nigerian experience. Journal of Business Ethics, 5(5),
351-363.
4 Nigeria still aims at boosting crude oil production from current levels to 3 million barrels per day. This would correspond to increase in flaring of associated gas.
5 Eni, World Oil and Gas Review, 2005.
6 NLNG. NLNG and Gas Reserves. http://www.nlng.com/PageEngine.aspx?&id=87
7 Social Action (2009).Flames of Hell: Gas flaring in the Niger Delta.http://www.saction.org/home/saction_image/flames_of_hell.pdf
8 AsumeOsuoka&Peter Roderick (2005).Gas Flaring in Nigeria. A Human Rights, Environmental and Economic Monstrosity. Environmental Rights Action/Friends of the Earth, Nigeria &
Climate Justice Programme.https://www.foe.co.uk/sites/default/files/downloads/gas_flaring_nigeria.pdf
9 Hector Igbikiowubo, "Nigeria accounts for 36% of global gas flaring", Vanguard, 7 January 2008.
http://www.vanguardngr.com/index.php?option=com_content&task=view&id=4137&Itemid=43
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Apart from the
continuous noise and
perpetual light at night,
the routine flaring of
associated gas
contaminates the air and
causes acid rain which
pollutes the land and
wetlands. The result is
that fragile wetlands,
farmlands and other
vegetation are
compromised

billion scf (15 billion cubic meters) of associated gas.10This
would suggest a reduction of gas flaring compared to 2004
figures. However, those reduced figures merely reflect
major disruptions of oil production as a result of local
armed insurgency in the Niger Delta which cut production
by up to 50 percent in 2009. As crude oil production
dropped, so did the flaring of associated gas. Flaring
volumes increased again when crude oil production
recovered following the Amnesty Programme, which was a
settlement between militants and the federal government.
According to the NNPC, gas flaring figure for the month of
February 2014 was about 50 billion scf of gas,
approximating financial losses of $198.775 million.11 If that
month’s flaring figure is used to show annual flaring, then
the country flared over 600 billion scf of gas in 2014,
showing an increase on 2010 figures.
Part of the reasons for continued flaring of associated gas
in Nigeria is the abundant reserves of non-associated gas,
which significantly reduces the incentive for recovering and
utilising gas produced in association with crude oil. The
utilisation of associated gas for energy generation and
other commercial purposes requires additional
investments, which companies and the Nigerian
government failed to make for decades. Rather than utilise
the associated gas that is being flared, oil companies and
the government have opted to drill for non-associated gas
for commercial purposes such as the export-oriented
Liquefied Natural Gas (LNG) projects. Since non-associated
gas is not flared, its production and sale would not affect
flaring of associated gas.

10 Newswatch Times (2013) Oil firms defy FG’s policy on gas flaring. Newswatch Times.18 September 2013.
http://www.mynewswatchtimesng.com/oil-firms-defy-fgs-policy-gas-flaring/
11 Eboh, M. (2014).Nigeria loses N32bn to Gas-Flaring. Vanguard Newspapers, 12th August 2014.
http://www.vanguardngr.com/2014/08/nigeria-loses-n32bn-gas-flaring/

GAS FLARING AND COMMUNITIES
Many of the petroleum bearing communities in the Niger Delta area of Nigeria have borne
the negative economic and health consequences of the routine flaring of associated gas
for over fifty years. Apart from the continuous noise and perpetual light at night, the
routine flaring of associated gas contaminates the air and causes acid rain which
pollutes the land and wetlands. The result is that fragile wetlands, farmlands and other
vegetation are compromised. Studies have shown that crop yield in areas closer to
flaring is lower. Nutritional value of crops from such places is also limited compared to
crops from other locations. Indeed, many of the contents of flared gas are carcinogens.
12
Flared gas contains sulphur dioxide (SO2) and nitrogen oxides (NO, N2O and NO2). These
combine with moisture in the atmosphere to produce sulfuric acid and nitric acid
respectively. These substances impact on health with rampant complaints of respiratory
diseases. Asthma, headaches, dizziness are symptoms associated with continued
methane exposure, which is also emitted from gas flaring. Community members believe
that gas flaring is related to the increasing death rate.13 Community members have
complained for decades that gas flare related acid rain is resulting in corroding of
14 However, no
corrugated iron roofing of homes has been confirmed by scientific studies.
one apart from the community members bears the economic burden of frequent
replacement of roofing of homes.

12 Ajugwo, Anslem O. (2013). "Negative Effects of Gas Flaring: The Nigerian Experience."Journal of Environment Pollution and Human Health 1.1: 6-8.
13 Edino, M. O., Nsofor, G. N., &Bombom, L. S. (2010). Perceptions and attitudes towards gas flaring in the Niger Delta, Nigeria. The Environmentalist, 30(1), 67-75.
14 Ekpoh, I. J., &Obia, A. E. (2010). The role of gas flaring in the rapid corrosion of zinc roofs in the Niger Delta Region of Nigeria. The Environmentalist, 30(4), 347-352.

Complaints by
community members for
decades that gas flare
related acid rain is
resulting in corroding of
corrugated iron roofing
of homes has been
confirmed by scientific
studies. However, no one
apart from the
community members
bears the economic
burden of frequent
replacement of roofing
of homes. documents.

Gas flare over Batan community, Delta State
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GOVERNMENT AND GAS
FLARING
Government's efforts to curb gas flaring has been tame, inconsistent and
complicit. From the early days, British colonial authorities that supervised
initial oil exploration and production allowed the practice of gas flaring. There
was no immediate export market and the option of using associated gas as a
source of domestic energy was not under consideration as local needs did not
matter. Following independence, Nigerian governments inherited colonial
arrangements. While effort was made to phase out gas flaring from other
parts of the world, Nigeria and Russia remained the main gas flaring countries.
In 1969, the Nigerian government asked oil companies to put in place
infrastructure for using associated gas from crude oil operations within the
first five years of commencement of production. The oil companies did not
comply. The government later bowed to oil industry pressure, and in 1979 the
military government promulgated the Associated Gas Re-Injection Decree (now
called Act) which introduced payment of fines for the flaring of associated gas
from 1980. Again, the government failed to enforce the legislation. With
companies preferring to pay the very meagre fines, the Nigerian government
prohibited the gas flaring in 1985 through the Associated Gas Re-Injection
(Continued Flaring of Gas) Regulations. The new regulation was rendered
redundant by provision for exemptions to be granted by the government, which
would continue to collect the fines. In 2005 the oil companies operating in
15
Nigeria paid a total amount of $19.8 million as penalties for gas flaring. This
paltry amount, as against estimated loss of $5 billion as a result of flaring,
meant that companies preferred to continue paying the fines rather than make
16
the investments needed to stop indiscriminate gas flaring.
With the return of Nigerian government to civilian administration in 1999,
officials indicated that government was expecting oil companies to end gas
flaring by 2003. The Obasanjo government later changed the target to 2004.
The major transnational oil companies operating in Nigeria rejected the target
date as unrealistic. Shell announced that it would rather eliminate gas flaring
from its facilities in 2008. The Nigerian government vacillated and later
accepted the target date suggested by the oil companies. However, these
target dates were neither backed by new legislation nor solid policy
documents.

15 Aniche, E. T. (2015). An Assessment of the Role of Nigerian State in Enforcing
Zero-Gas Flare Regime, 1979-2012: The Imperatives of Environmental Diplomacy.Civil and Environmental Research www.iiste.org, ISSN 2224-5790 (Paper) ISSN 2225-0514 (Online)
Vol.7, No.12, 2015.
16 Okere, R. (2015). Nigeria burns off $5 billion resources yearly from gas flaring. Guardian Newspapers, 6th November 2015.
http://guardian.ng/features/weekend/nigeria-burns-off-5-billion-resources-yearly-from-gas-flaring/
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One of the communities impacted by gas flaring, Iwhrekan, in Ughelli-South
Local Government Area, Delta State took the matter to the Nigerian courts.
Responding to their plea, the Federal High Court, Benin-City, Nigeria presided
over by Justice V. C. Nwokorie ruled on November 14, 2005 that gas flaring
constituted an abuse of the rights of citizens. The High Court asked Shell to
17
discontinue gas flaring. Shell objected to the judgment and approached the
Court of Appeal, which agreed with the company and stayed the ruling of the
High Court. Nevertheless, an examination of current practice in Nigeria has
shown that existing laws prohibiting gas flaring are not being enforced.18When
the state regulator, Department of Petroleum Resources increased the penalty
on gas flaring from the paltry ten Naira to $3.50 for every 1,000 scf of gas
flared, the oil companies simply refused to pay. The government did nothing.19
Cabinet officials of government simply changed their tone, referring to gas
flare reduction goals as a shifting target.

17 Friends of the Earth. (2005). Court orders oil companies to stop gas flaring in Nigeria.Media Advisory, Friends of the Earth International on behalf of climate justice
programme, 2005. http://www.foei.org/press/archive-by-subject/climate-justice-energy-press/court-orders-oil-companies-to-stop-gas-flaring-in-nigeria
18 Awogbemi, A. (2014). Gas Flaring: Another Economic Drain-pipe.Newswatch Times, 23rd August 2014.
http://www.mynewswatchtimesng.com/gas-flaring-another-economic-drain-pipe/
19 Newswatch Times (2013) Oil firms defy FG’s policy on gas flaring. http://www.mynewswatchtimesng.com/oil-firms-defy-fgs-policy-gas-flaring/

Carbon Trading:
From the Kyoto
Protocol to the
Paris Agreement
Developed countries which make up 15% of the world population are
responsible for 70% of the greenhouse gas emissions while emissions from the
developing world are easily traceable to the activities of corporate entities with
roots in the developed world. 20
It was at the UNFCCC meeting in Kyoto, Japan in
1997 that the Kyoto Protocol was established with the CDM as the primary
international offset program. Through the CDM and other measures, a global
market for greenhouse gases (GHG) was established with the aim of providing
flexibility to developed countries for emissions reduction. In essence, the CDM
is basically a generator of carbon credits, which can be traded in the global
carbon market. 21The offsets are generated through investments in GHG
22
reduction, avoidance, and sequestration projects in developing countries. With
this arrangement, registered emission-reduction projects in developing
countries could earn Certified Emission Reduction (CER) credits for onward
trading in carbon markets. By buying such CER credits, developed countries
could take credit for meeting part of their emission reduction targets.
Apart from the CDM, other “flexible mechanisms” created through the Kyoto
Protocol include the Joint Implementation and the ETS, which together became
grouped as part of a compliance market. These so-called compliance
mechanisms exist alongside a voluntary market where corporate bodies trade
in GHG emission offsets. Voluntary Market (VM) operators include the Chicago
Carbon Exchange (CCX) and the Voluntary “Over-the-Counter” (OTC) schemes.
In 2008, the market value of VM transactions was estimated to be about
23
US$ 705 million.
20 Environmental Rights Action/Friends of the Earth Nigeria. (2011). Mired in a fossil trap – the Nigerian CDM report page 24, 2011.
21 Lang, C. (2013). Clean development mechanism: zombie projects, zero emissions reductions and almost worthless carbon credits. Redd Monitor.org, 12July 2013.
22 Gillenwater, M. and Seres, S. (2011). The Clean Development Mechanism - A Review of the First International Offset Program. Pew Center on Climate Change.
23 Diaz, D. D. (2009). Engaging Western Landowners in Climate Change Mitigation: A Guide to Carbon-Oriented Forest and Range Management and Carbon Market
Opportunities. General Technical Report PNW-GTR-801, December 2009.
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The Paris Agreement 2015 promises a new
“mechanism to contribute to the
mitigation of greenhouse gas emissions”.
This new mechanism is expected to
replace the existing mechanisms that
were introduced in the framework of the
Kyoto Protocol of 1997, such as the CDM.
But the new mechanism will not depart in
24
any substantial way from the old. By
hinging on “internationally transferred
mitigation outcomes”, the Paris Agreement
will promote a new era of carbon offset
market via internationally traded carbon
credits. From the hazy wordings of the
Paris Agreement, what shows is that a
major departure from the CDM would be
the removal of the compliance market in
the spirit of the voluntarism of the Paris
Agreement, which neither has binding
targets nor a requirement for compliance.
While the CDM was introduced to enable
developed countries and their
corporations to purchase carbon credits
from developing countries, the new
arrangement would open up the market
place for “voluntary cooperation” based on
countries’ needs in meeting nationally
determined contribution targets.

There are supposed positives from the
workings of the CDM, which is led by the
Executive Board (CDM EB) that
supervises and serves as the ultimate
point of contact for CDM Project
Participants. They register projects and
issue CERs under the authority and
guidance of the Conference of the Parties
serving as the Meeting of the Parties to
the Kyoto Protocol (CMP).

However, the infrastructure already
established for the CDM by the UNFCCC
will serve the implementation of the Paris
Agreement. In particular, its proponents
harp the “CDM’s usefulness for
monitoring, reporting and verifying
emission reductions; as a tool for
results-based financing; and as a means
to provide transparency and predictability
to financial
instruments funding climate
25
action”.

f. Monitoring of the CDM project
activities using the monitoring protocols
included in the validated PDD;

For any project to be classified a CDM
project it must have the following
features and go through the following
steps:
a. Identification of the CDM project
idea(s);
b. Decision on the CDM baseline and
monitoring methodology that will be
applied;
c. Preparation of the CDM Project Design
Document (PDD);
d. Approval from the host party country
i.e. Designated National Authority (DNA);
e. Validation of the PDD and registration
of the CDM project with the UNFCCC;

g. Verification of the monitored
parameters using the services of a
Designated Operating Entity (DOE) to
certify the credits from the CDM project;
h. UNFCCC then issues the certified
emission reductions (CER).

24 Milman, O. (2015). James Hansen, father of climate change awareness, calls Paris talks 'a fraud.' The UK Guardian, 12December 2015.
25 UNFCCC.http://newsroom.unfccc.int/climate-action/lessons-clean-development-mechanism-implementation-paris-agreement/
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ofofAn important set of activities implicit in the whole process is the discussion and
negotiation leading to the Emission Reduction Purchase Agreement (ERPA) with the
eventual buyer of the CER. This important step determines the monetary value of the CER.
To maximize the environmental and economic benefits of a CDM project as an offset
program, it must be:
a. Additional – projects should result in emission reductions relative to a credible baseline
that would not have occurred were it not for the existence of the incentive provided by the
offset program.
b. Measurable—monitoring of emissions and calculation of emission reductions must be
verifiable and based on credible data.
c. Independently audited—the eligibility of projects and accuracy of emission reduction
calculations should be reviewed by expert auditors with no conflicts of interest.
d. Unambiguously owned—rights to the credits should be clearly based on domestic and
international law and emission reductions must not be double counted.
e. Able to address/account for leakage—all emission sources impacted by the project
should be accounted for, including those outside a project’s boundary.
f. Permanent—credits should represent a permanent removal of GHGs from the
atmosphere, and in project types where a reduction could be reversed (e.g., afforestation),
there must be a way to account for non-permanence.
The CDM EB has advertised its commitment to productively engage, collaborate, and
consult with stakeholders to identify and improve upon existing standards, procedures and
guidelines. However, members of communities hosting CDM listed carbon offset projects in
Delta State, Nigeria have no contact with the CDM authorities. Therefore, their concerns
have never been considered. In all, both the CDM itself and gas flare reduction projects fail
to meet the conditions outlined by the CDM. The underlying expectations for emissions
reduction and the associated benefits of sustainable development have been grossly
undermined by the government, oil companies, Designated Operational Entities (DNV and
RINA), and CDM Executive Board and other powerful players responsible for driving the
projects. What we find is that the lure of profits and quest to demonstrate the
effectiveness of the CDM mean that these entities ignore the historical pollution of
communities by oil companies and other petroleum industry related deprivations that have
been exacerbated by the CDM projects.

Gas Flaring in
Nigeria and the
CDM
Notwithstanding the incentives for continued flaring in the Niger Delta
underscored in the sections above, the introduction of the CDM was welcomed
by oil companies and their home governments as an opportunity to make
profits and offset continuing emissions at home. Following the Kyoto Protocol,
every petroleum sector development that could potentially claim to result in
the reduction of gas flaring in Nigeria was promoted as a CDM project.
Commercial gas developments such as the West African Gas Pipeline (WAGP)
promoted by Chevron, Shell and other companies were then presented as not
being financially viable except for there was the added possibility of earning
carbon credits. This was even when many of the projects had been conceived
as commercially viable before the Kyoto Protocol. While campaigns by
Nigerian civil society activists forced Chevron to abandon carbon credit
arguments with respect to the WAGP, other projects claiming to reduce gas
flaring escaped the scrutiny of civic voices and achieved registration with the
CDM for the sale of CERs. Specifically, the ENI-Agip and Xenergi CDM projects
in Kwale and Isoko, both in Delta State of Nigeria, are associated gas capturing
projects with 10-year crediting period and 20-year life-cycle each and an
26
28
annual estimated GHG emissions reduction of 1,513,764 27and 288,147,
respectively.
What we see is that with the collaboration of shrewd consultants in the toga
of Designated Operational Entities (DOEs), companies are positioned to reap
gains through transactions on CERs even when claims of emissions reduction
cannot be verified, and while the abuses against local communities continue.
The argument pushed by these groups is that there is no ‘market’ for gas in
Nigeria. What this means is that price of gas was low in Nigeria. So oil
companies could not have a good enough profit motive to invest in stopping
gas flares. So they should be awarded carbon credits to make such
investments profitable.
26 CDM Executive Board, Validation Report on Kwale OGPP, 9th May 2006.
27 CDM Executive Board, Validation Report on Obodugwa and Neigbouring Oil Fields, 24th December 2012.
28 Osuoka, A. I. (2009). “Paying the Polluter? The Relegation of Local Community Concerns in ‘Carbon Credit’ Proposal of Oil Corporations in Nigeria” in Upsetting the
Offset-The Political Economy of Carbon Markets.Edited by Steffen Bohm & Siddhartha Dabhi.Mayfly Books, 2009.
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ENI-Agip: The Nigeria Agip Oil
Company (NAOC)
Nigerian Agip Oil Company Ltd.
(NAOC) was incorporated in Nigeria in
1962 by Italian oil company, Eni which
is the operator of its joint venture
partnership with the Nigerian
National Petroleum Corporation
(NNPC) and Philips Oil. Eni-Agip is
established as one of the major oil
producing companies in the Niger
Delta of Nigeria. Like other oil
companies in the area, its crude oil
and natural gas exploitation has
resulted in severe pollution,
destruction of livelihoods, human
rights abuses, conflicts and killings of
members of communities where they
operate. Eni-Agip operates crude oil
wells, flow stations, gas plants and a
crude oil export terminal. Many oil
wells and one major flow station and
gas plant is located within Kwale
communities in Delta State. The
Kwale flow station receives crude oil
mixed with ‘large portion’ of
associated gas produced from the
wells 29 located in five oil fields
(Ahaka, Beniku, Okpai, Kwale,
Irri-Isoko) in its Oil Mining Lease 60
(OML60). The associated gas is
routinely flared upon separation from
the oil at the Kwale flow station.
While the crude is transported to
export terminals on the Atlantic
coast,

the water is usually emptied onto
open pits, which pollute the area.
But the associated gas that is flared
is not the only gas produced by the
company. The company also produces
non-associated gas which is primarily
sold in the export market via the
Nigeria Liquefied Natural Gas (NLNG)
plant in Bonny, Rivers State, which
has been exporting LNG since 1999.
Non-associated gas produced by
Eni-Agip in the Kwale area is
transported via a ‘small’ gas export
line which is linked to its ObiafuObrikom (OB/OB) gas processing
plant for onward transfer to the LNG
30
plant. The ‘small’ “export line takes a
fraction of the gas produced at Kwale
OGPP”. The Kwale gas processing
plant was built by Eni-Agip in 1975, to
be fed with purely non-associated
gas. In 1987, the company expanded
the plant to include units that process
associated gas. From that point
onward, a fraction of the associated
gas produced by Eni-Agip from the
OML60 area was utilised through the
Kwale gas plant. The initial
investments for processing a fraction
of the associated gas were made by
Eni-Agip before the CDM, indeed
before the Kyoto Protocol.

29 These oil wells and facilities are located at Okpai, Beneku, Kwale, Umusadege, Umuseti, Amorji, Aboh, Emu Obodeti, Matsogo, Okuibome, Ashaka, Abalagada, Inyi,
Egue, Ase River, Igbuku, Onyia, Anieze, Umutu, Ebedei, Asuakpu, Adofio River, Obianyima, Nemomai, Ogbogone and Umuoru (Adia).
30 CDM Executive Board, Monitoring Report for CDM Project No. 0553 “Recovery of associated gas that would otherwise be flared at Kwale oil-gas processing plant,
Nigeria”, 10 September 2010. http://cdm.unfccc.int/filestorage/5/B/4/5B4VENXRU6ZPK1HS9CIDJ0YLMGA8QT
/New%20MR%20CDM%20Kwale%20R01.pdf?t=NEt8bzdyYXdpfDCbZogF9jM438t_T8wBVoHo

21

The initial investments for processing a fraction of
the associated gas were made by Eni-Agip before
the CDM, indeed before the Kyoto Protocol.

With local protest and international environmental campaigns, the major oil
companies have all announced the construction of some associated gas
gathering plants which process a proportion of the associated gas from the
oil fields. When associated gas is so processed, rather than flared, they are
transported through pipelines to the same gas plants that process
non-associated gas. By mixing previously flared gas and non-flared gas,
companies could make theoretical and, sometimes, clearly false claims for
emission reductions. The claims made by Eni-Agip to the CDM would very
well fall under those categories.
According to the CDM Executive Board, Eni-Agip’s CDM project proposes to
recover “large portion” of associated gas that would otherwise be flared at
the Kwale Oil-Gas Processing Plant (OGPP). In the project scenario, the
captured gas will be marketed for use by end-consumers of gas via Eni-Agip
owned independent gas-fired Power Plant at Okpai (480MW - Okpai IPP),
consisting of a high-efficiency combined cycle gas turbine electricity
generating plant. The main goal of the power plant is therefore to absorb
part of the associated gas produced at Kwale OGPP. The reality, however, is
that the Okpai power plant utilises large quantities of unflared
non-associated gas. This makes it difficult to determine actual GHG
emissions reduction, which can only come about by the use of associated
gas. In this case, even the CDM Executive Board cannot say for sure the
actual mix of associated and non-associated gas that ends up in the Okpai
plan, referring only to “a certain percentage of Non-Associated Gas (NAG)” in
official project monitoring documentation. Despite that, the CDM still
acknowledged that Eni-Agip achieved a total emission reduction of 1,747,226
tCO2 between 9 November 2006 and 31 December 2009.
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EniAgip’s gas flare at night

By producing non-associated gas (which is not flared) along with gas
associated with crude oil, Eni-Agip and other oil companies in Nigeria very
easily obfuscate actual flaring volumes. This is because flaring figures
presented to the public and government agencies are often in percentages of
the total mix of associated and non-associated gas. What this means is that
when non-associated gas production increases to meet demands of the
international market, the result could be a reduction in the percentage of
associated gas flared. Such figures could be sustained even when actual
volume of associated gas flaring is increasing.

23

ENI-Agip and Communities:
Beneku, Okpai and Irri-Isoko
Between 2013 and 2016, Social Action
held discussions with the people of
Benekwu, Okpai and Irri-Isoko, which
are among the communities that host
operations of Eni-Agip in Delta State.
Some of the discussions were held at
the palace of the Okpara-Uku of
Beneku, Chief Okwudibe Anene, and
with representatives of the
Community Development Council (CDC)
along with a cross-section of the
womenfolk of Okpai. At Irri-Isoko,
Social Action interacted with the
traditional leadership and members of
Irri-Isoko communities during sessions
at the palace of the Odio-Ologbo of Irri
kingdom, HRM Oviese Eba Ojenuvwe II.
In the different communities, the
people shared the collective opinion
that ENI-Agip has ruined their past, the
present, and the future:
EniAgip’s Irri gas plant, Delta State

ENI-Agip has been operating in Beneku and Okpai since 1965, and in Irri-Isoko
since 2003. The company has been flaring gas since it commenced operations in
the area. The effect of the gas flared by ENI-Agip in Okpai includes light pollution,
noise, acid rain, polluted air, respiratory diseases etc. Despite the CDM projects,
gas flare sites have increased in Irri-Isoko, leading to dramatic increase in
illnesses.
• The people do not have reliable public electricity despite being the host of
major oil and gas investments.
• The source of livelihood of the people is fishing and farming however the
predatory exploration and production activities of ENI-Agip has left the
farmlands barren and the fishing rivers polluted. Over the years, the pumping of
industrial wastes and sludge into the farmlands and fishing rivers of Okpai has
resulted in soil erosion and river encroachment.
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• ENI-Agip built one health centre each in Beneku and Irri-Isoko, which are now
dilapidated and without a single medical doctor.
• ENI-Agip has neither built a school nor health centre in Okpai, and the people
of Okpai travel all the way to Kwale and other neighbouring towns to get
primary and secondary education as well as to seek for medical treatment.
• ENI-Agip has not provided any form of empowerment for the womenfolk of the
communities, leading to protests by the women. In one example, Beneku women
embarked on peaceful protests in the year 2000. The women were teargassed
and many were arrested and taken to Asaba by the Nigerian Police on the
strength of the complaint of ENI-Agip. Beneku community paid money to secure
the release of their women.
• Youths in the communities are disenchanted and disgruntled as a result of the
ruination of their hope and aspirations by ENI-Agip through repeated breach of
Memoranda of Understanding (MOU) signed with the people of Beneku and
Okpai. The absence of scholarship and lack of employment is worsened by the
fact that fishing and farming have been greatly undermined by oil production
activity.
• ENI-Agip built one primary school in Beneku. But as is the case with the health
centre, the school is not being properly funded.
• The asset integrity (pipelines, flow stations, gas gathering facilities, etc) of
ENI-Agip are obsolete, corroded, leaky. These facilities would not pass any
proper certification to meet internationally accepted standards.

A youth at Okpai is
washing cooking ware
at the polluted river
which is also source of
drinking water for many
in the community
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• ENI-Agip provided one borehole for drinking water since the Beneku river that
used to be the source of drinking water for the people of Beneku has been
polluted by the company. But the project has been abandoned. Community
members are investing in the drilling individual boreholes for drinking water,
which only a few can afford. However, as shown by the United Nations
EnvironemntalProgramme (UNEP) Report on Ogoniland, water from such
boreholes are often polluted.
• Okpai does not have a single borehole of drinking-water constructed by
ENI-Agip despite the Okpai River being polluted. Still, the people of Okpai carry
out their domestic chores including washing of dishes, clothes etc. in the river.
• Okpai and Irri-Isoko communities have been riddled with violent communal
strife. These conflicts, linked to competition for company patronage, have
resulted in the death of many residents.
• That the road leading to Okpai is unpaved and jagged whereas roads leading to
ENI-Agip’s facilities are in relatively good condition.

Abandoned water borehole at
Beneku, Delta State was built by
EniAgip

Abondoned community health centre built by EniAgip at
Irri, Delta State
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Xenergi
The major transnational oil companies held concession of oil fields in the Kwale
area, which for various technical and commercial reasons, they did not develop.
With the introduction of the Local Content Policy in the Nigerian petroleum
sector, new companies set up by Nigerians were encouraged to buy such
‘marginal fields’. It was with this policy environment that Xenergi bought the
Obodugwa/Ebendo oilfields.31 Associated gas produced from this oilfield was
flared. Xenergi, therefore considered the possibility of earning more profit via
the CDM through the development of a project for utilising the associated gas
from the Obodugwa/Ebendo and Umusadege oil fields (within oil mining lease
OML 56). The project would involve the building of a compressor facility within
the Obodugwa oil field. From the compressor facility, associated gas would be
transported through Eni-Agip’s existing gas pipeline system in the Kwale area
plus an additional 25km pipeline system for onward processing at the
Obodugwa Liquefied Processing Gas (LPG). The Project Design Document (PDD)
deemed the project activity as economically unfeasible without the CDM.32
Also, the PDD specified that the project activity would generate jobs during the
construction and throughout the operational life of the project and improve the
lives and cultural heritage of the people of Obodugwa-Ogume in accordance
with the principles of sustainable development. This sustainable development
claim was supported by the Letter of Approval (LoA) issued by the Designated
National Authority (DNA) of Nigeria i.e. the Department of Climate Change
(DCC).
Xenergi had its Project Designated Document (PDD)signed by the Executive
Board of the CDM on 28 November 2012 with its Validation Report approved by
the Designated Operational Entity (DOE) RINA on 24 December 2012 for the
“Recovery and Utilization of Associated Gas from the Obodugwa and
Neighbouring Oil Fields in Nigeria”.

31 While the culprit for the majority of gas flaring is the transnational oil companies, oil companies established by Nigerian nationals such as Xenergi have been
encouraged by the Local Content Policy of the Nigerian government to enter the oil production sector. As they drill for crude oil, they are also flaring significant
amounts of associated gas.
32 CDM Project Design Document on Xenergi, 28th November 2012.
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Xenergi and Obodugwa
Community
Social Action has interacted with the traditional leadership and members of
Obodugwa community since 2013. Meetings have been held at locations
including the palace of the Okpara-Uku of Obodugwa, Chief James Akpati
Omolu. Community members recounted the following narrative since their
encounter with Xenergi in 2008 when the company started operations in the
community:
• Obodugwa entered into a Memorandum of Understanding (MOU) with Xenergi,
which specified that a certain percentage of the Xenergi production would be
paid to Obodugwa periodically, but that since January 2013 the agreement has
not been honoured because Xenergi habitually delays in fulfilling agreements
stated in MOUs. The CDC Chairman, Chief Obi Gold referred to Xenergi as a curse
to Obodugwa and that Obodugwa would appreciate if gas flaring can be
reduced in their community to protect their collective health.
• The people of Obodugwa suffer from serious illnesses as a result of the gas
flared by Xenergi.
• That the people of Obodugwa are predominantly corn farmers but that
harvest yields have been very poor over the years due to soil infertility which
could be attributable to the effects of gas flare.
• Xenergi invited experts to Obodugwa to conduct tests on the people and the
environment. However, the results of the tests were hoarded by Xenergi and
never made available to the people of Obodugwa.
• There is no health centre in Obodugwa. The people of Obodugwa travel to
neighbouring towns such as Kwale, Oleh etc. for medical treatment.
• That the source of drinking water for the people of Obodugwa has been
rain-water, which is being polluted by gas flaring. Xenergi did not deem it
necessary to provide a source of potable drinking-water for the people of
Obodugwa. Rather, the company renovated the dilapidated borehole that Delta
State government had constructed. Community members do not use the
borehole.
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CDM and Sustainable
Development?
The CDM has a dual mandate to deliver
climate mitigation and the benefits of
sustainable development. However,
sustainable development claims would
be hard to make with respect to the
so-called gas flare reduction projects in
Delta State. In the first place, these
projects cannot be extricated from the
crude oil complex of the Niger Delta
area, which continues to pollute the
environment at fantastical levels,
leading to loss of local livelihoods and
conflicts. Rather than ameliorate the
local environmental disaster, these
projects exacerbate land grabbing for
pipelines and other infrastructure.
Conflicts have increased as a result of
these projects. Incidentally, even the
CDM Executive Board acknowledges
that local conflicts involving the oil
companies and communities resulted in
disruptions to Eni-Agip and Xenergi
operations.
As we find in the Niger Delta of Nigeria,
the CDM projects fail to deliver
sustainability benefits as the Nigerian
government, which is in joint venture
partnership with Eni-Agip, does not
prioritise issues of community rights.
With undefined sustainability criteria,
the government agency that acts as the
Designated National Authorities (DNAs)
appear to be keener to promote
commercial claims of the companies.

However, even the few countries of
the global south such as Brazil that
have well-developed sustainability
requirements are nonetheless
undermined by the lack of follow-up
or verification on the extent of the
effectiveness of the sustainable
development criterion of the project
given that sustainability benefits have
33
no financial value in the CDM. Thus,
many projects including that of
ENI-Agip and Xenergi in Delta State,
Nigeria have caused significant harm
such as increased pollution,
destruction of sources of livelihood
and cultural heritage. It is
objectionable that the CDM, which
was created by the international
community to enhance sustainable
development is on the contrary
generating negative consequences for
local populations and the
environment. CDM projects in Nigeria
are frequently in direct violations of
the obligations of the country with
respect to international treaties such
as the International Covenant on
Economic, Social and Cultural Rights.

33 Lang, C. (2013). Clean development mechanism: zombie projects, zero emissions reductions and almost worthless carbon credits. Redd Monitor.org, 12th July 2013.
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Additionality of Emission
Reduction?
A CDM project must provide emission
reductions that are additional to what
would otherwise have occurred. The
greenhouse gas emissions after
implementation of a CDM project activity
are expected to be lower than those that
would have occurred in the most
plausible alternative scenario to the
implementation of the CDM project
activity. This is to avoid giving credits to
projects such as the ENI-Agip and Xenergi
that would have happened anyway.
Everyone knows that gas flaring has been
illegal in Nigeria since 1985. “However
monitoring and enforcement of this has
been poor”, as even the Nigerian Federal
Ministry of Environment agrees.34
Companies like Eni-Agip have been
paying a penalty for gas flaring for
disobeying Nigerian laws. But while the
government has failed to vigorously
enforce its own laws, the general mood
of the Nigerian public sphere had caused
all major oil companies to initiate projects
for flares reduction. That the
development of these projects coincided
with the emergence of the CDM has
meant that oil companies wanted to cash
in. However, rather than spur
investments in gas flare reduction, in
compliance with Nigerian law and
government's stated policy for using
associated gas for electricity generation,

the CDM has given companies reason
to stall while making carbon credit
claims. Indeed, the big oil companies
make claims for carbon credit via the
CDM by arguing that Nigerian laws are
not worth obeying. Eni-Agip stated in
its presentation to the CDM that
“whilst the Nigerian Federal High
Court recently judged that gas flaring
is illegal, it is difficult to envisage a
situation where wholesale changes in
practice in venting or flaring, or
cessation of oil production in order to
eliminate flaring 35
will be forthcoming
in the near term.” Rather than obey
Nigerian laws and regulations, the
CDM allows companies like Eni-Agip
to recourse to purely commercial
arguments for why only the CDM can
stop the pollution caused by
associated gas flaring in Nigeria. It is
instructive to note that Eni-Agip
commenced investments in
associated gas gathering
infrastructure before the Kyoto
Protocol and the CDM. However due to
the neoliberal turn of the
environmental debate the company
only keyed into the CDM process
under the Kyoto Protocol to claim
carbon credits. Since then, its drive to
address gas flaring has been reduced
rather than enhanced.

34 Department of Climate Change, Nigeria (2015). Reduction of Gas-Flaring in Nigeria. Department of Climate Change, Nigeria. December 2015.
http://climatechange.gov.ng/reduction-of-gas-flaring-in-nigeria/
Accessed 25 May 2016
35 Clean Development Mechanism Project Design Document Form (CDM-PDD) for projects for ‘recovery of associated gas that would otherwise be flared at Kwale oil-gas
processing plant, Nigeria’, http://www.dnv.com/focus/climate_change/upload/final%20pdd-nigeria%
20ver.21%20%2023_12_2005.pdf.
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But more fundamentally, it amounts to bad faith to reward cash to oil
companies, via carbon credits, for cleaning up their own mess. Rather than
being held responsible for their pollution, the CDM is paying the polluter. These
have contributed to emboldening the mostly transnational oil corporations that
work to undermine Nigerian government efforts to address gas flaring outside
of the CDM instrument. The abuse of Nigerian laws through gas flaring and
short-changing of policy levers was made manifest when the Department of
Petroleum Resources (DPR) increased the penalty on gas flaring from the paltry
ten Naira to $3.50 for every 1,000 scf of gas flared. The oil companies simply
refused to pay. 36

Measurability of Gas Flare
Reduction?
The net change of anthropogenic emissions by sources of greenhouse gases
which occurs outside the project boundary, and which is measurable and
attributable to a CDM project activity cannot be reasonably determined with
the gas flare reduction projects in the Niger Delta, as currently presented. This
is because the actual mix of associated gas from oil fields (which is flared) and
non-associated gas from gas fields (which is not flared) that are all feeding the
same gas gathering plants is not indicated by the oil companies making carbon
credit claims for such plants. As has been shown in the case of the Eni-Agip
project, apart from the mention of 170,000 barrels of oil per day produced by
Eni-Agip, the company did not produce figures of current gas production and
flaring in Ahaka, Beniku, Okpai, Kwale and Irri-Isoko area (OML 60) in the
37
documentation to support carbon credit claims via the CDM. Even the CDM
Executive Board doesn’t know for sure, nor seem to care about the need for
such details. What they report in official documentation is that “large portion”
and “a certain percentage” of associated gas and non-associated gas
respectively is planned to be used for the Okpai gas plant, which is a CDM
project.

36 Newswatch Times (2013) Oil firms defy FG’s policy on gas flaring. http://www.mynewswatchtimesng.com/oil-firms-defy-fgs-policy-gas-flaring/
37 Osuoka, A. I. (2009). Paying the Polluter? The Relegation of Local Community Concerns in ‘Carbon Credit’ Proposal of Oil Corporations in Nigeria in Upsetting the
Offset-The Political Economy of Carbon Markets.Edited by Steffen Bohm & Siddhartha Dabhi.Mayfly Books, 2009.
.

Postscript:
Where is the UN
Adaptation Fund
in the Niger Delta?
The Adaptation Fund was established in 2001 to finance concrete adaptation
projects and programmes in developing country parties to the Kyoto Protocol that
are particularly vulnerable to the adverse effects of climate change and financed
with 2% share of the proceeds from the projects activities of the Clean Development
Mechanism (CDM) sold as carbon credits or Certified Emission Reductions (CERs).
Also, there is growing confirmation of the necessity to propose new development
paths under the banner of the UN Adaptation Fund to reduce vulnerability, reduce
risk, and build the capacity to adapt. Nigeria, as a member of the Adaptation Fund
Board, is working towards accessing the fund in line with its designation as a
National Implementation Entity (NIE). Since its inception in 2005, the CDM has
generated $315 billion in climate finance (Certified Emission Reductions) from rich
nations to poor ones including Nigeria. However, communities of the Niger-Delta
have thus far not benefited from the UN Adaptation Fund, despite the CDM being
active in the region.38

38 Rowling, M. (2015). Climate change projects in poorest nations lose out in battle for funds. Thomson Reuters Foundation, 18th June 2015.
http://news.trust.org//item/20150618144038-9s98j
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Apart from being a major location for emission of greenhouses gases by international
oil companies, the Niger Delta is also vulnerable to climate change impacts.
Communities in the coastal and low-lying plains of the Niger Delta river basin are
very vulnerable to sea level rise and other climate change impacts. Recent flooding
including the major experience of 2012 underscores the reality of climate change
impacts in the region.39 The communities of Kwale and Isoko, which were severely
affected by the floods of 2012, led to severe destruction and hardships (from which
people are still recovering as at 2016) require investments in initiatives to support
community adaptation to climate change. It is imperative for the UN Adaptation Fund
to respond to the plight of these communities.

the CDM, which was created by the international community to
enhance sustainable development is on the contrary generating
negative consequences for local populations and the
environment

39 Ahon, F. (2012).Flood: 53,000 displaced, 11 communities submerged in Delta. Vanguard Newspapers, 8th October 2012.
http://www.vanguardngr.com/2012/10/flood-53000-displaced-11-communities-submerged-in-delta/
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Conclusion
Projects registered with the CDM for the
recovery and utilization of associated gas
from oilfields in the Niger Delta exposes
the inadequacies of international carbon
trading as a mechanism for reducing
greenhouse gas emissions. As the
examples from Nigeria show, the CDM
projects promoted by petroleum
companies may not address local concerns,
are deficient on additionality and present
opaque data that would fail unbiased test
for measurability of emissions reduction.
That such projects have been registered by
the CDM only suggest desperation on the
part of those struggling to present success
with ‘market’ mechanisms for mitigating
climate change.

There is an obsession of the CDM
with project economics and the
sale of Certified Emission
Reduction (CERs) in carbonmarkets as opposed to project
effectiveness.

In the same vein, this report has shown
that the Executive Board of the Clean
Development Mechanism (CDM) has
failed to ensure that the Designated
Operational Entities (DNV and RINA) and
the Applicant Entities (ENI-Agip and
Xenergi) complied with the principles of
the CDM. The Board has mostly glossed
over issues of sustainable development,
emission reduction, additionality, and
measurability during its accreditation of
projects.
There is an obsession of the CDM with
project economics and the sale of
Certified Emission Reduction (CERs) in
carbon-markets as opposed to project
effectiveness. This demonstrates how
the CDM under the watch of the Executive
Board is being used to aggressively push
neoliberal market mechanisms for
mitigating climate change – even when
the scheme is failing as the Nigerian
cases show. ENI-Agip and Xenergistill
routinely flare gas and thrive on pipelines
that are obsolete, corroded and easily
gives way.
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Rather than take serious action to stop
the environmentally destructive gas
flaring, the Nigerian government and oil
companies opted to increase crude oil
production. As production increased, so
has the flaring of gas.
Since 1956, Nigeria’s Niger Delta has
become the hub of oil and gas exploitation
in the country.
Communities in the region host petroleum
production externalities like
environmental pollution and violent
conflicts, which have not been adequately
mitigated by the government and
companies. Crude oil reserves in the
Niger Delta area contain a mixture of
almost equal amount of crude and
(associated) natural gas. During drilling,
the oil wells pump out these
hydrocarbons mixed with water.
The whole mixtures are transported via
flowlines which are small pipelines that
are connected to flow stations. These
flow stations are major installations
where the produced water is discharged
into the surrounding environment and the
associated gas from the wells are
separated from the crude oil and burnt
off. This process is referred to as gas
flaring. The discharge of produced water
and gas flaring are both damaging to the
environment with local and global
consequences.

Rather than take serious
action to stop the
environmentally
destructive gas flaring, the
Nigerian government and
oil companies opted to
increase crude oil
production. As production
increased, so has the
flaring of gas.
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