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What Has Happened?

The Federal Government, through the National Council on Climate Change (NCCC), has issued Nigeria's first Letter of
Authorisation (LOA) under Article 6 of the Paris Agreement. The LOA authorises Burn Nigeria, a clean cooking company, to
transfer 5.2 million carbon credits generated from its projects in Nigeria to the Carbon Offsetting and Reduction Scheme for
International Aviation (CORSIA)." This development marks Nigeria’s first operational step into the international carbon market

and signals a growing openness to similar transactions.

What Key Concepts Explain This Development

To understand this development, it is useful to explain a few key concepts and their practical use. Carbon credits are units that
represent a verified reduction or removal of greenhouse gas (GHG) emissions, with each credit typically equal to one tonne of
carbon dioxide equivalent. These credits are generated from projects such as clean energy installations, methane capture from
landfills and nature-based solutions, including reforestation, mangrove restoration and regenerative agriculture.?2 Once verified,

they can be sold to other parties to offset their GHG emissions.3

Buyers acquire carbon credits for two main reasons. Some do so to comply with regulatory GHG emission limits (compliance

markets), while others purchase them voluntarily as part of their climate or sustainability commitments (voluntary markets).

At the international level, Article 6.2 of the Paris Agreement provides the legal framework that allows countries to cooperate by
transferring emission reductions, as carbon credits, across borders. Where such cross-border transfers occur, the emission
reductions are referred to as internationally transferred mitigation outcomes (ITMOs). A key requirement under this framework

is that the host country, in this case, Nigeria, must approve the transfer. This approval is given through a Letter of Authorisation.

Such authorisation, however, would trigger Nigeria’s obligation to apply a corresponding adjustment under Article 6.2 of the
Paris Agreement. In essence, where emission reductions generated within Nigeria or any host country are transferred
internationally, such country must adjust its national emissions accounting to reflect that such transferred reductions are no
longer available for use towards its own Nationally Determined Contributions (NDCs). NDCs embody efforts by each country to
reduce national GHG emissions and adapt to the impacts of climate change. Adjusting the national emissions accounting,
therefore, ensures environmental integrity by preventing double-counting, such that the same emission reduction is not

simultaneously claimed by Nigeria as part of its NDC and the acquiring Party or entity.

https://www.linkedin.com/posts/climateaction-carbonmarkets-parisagreement- 2. UNDP, ‘What are carbon markets and how do they work?’ (29 August 2025)_https://climatepromise.undp.org/news-and-stories/what-
share7438174395287724032_iJ7/?utm_source=share&utm_medium=member_android&rcm=ACoAAAte2S0Bo- are-carbon-markets-and-how-do-they-work accessed 8 April 2026
2auwjFsdpuRuQN_oTmF7AMSDQ; Theodora Stankova, ‘BURN secures Nigeria’s authorisation to sell carbon credits to CORSIA’ 3. Ibid

(Carbon Herald, 12 March 2026) https.//carbonherald.com/burn-secures-nigerias-authorization-to-sell-carbon-credits-to-corsia
accessed 18 March 2026
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Against this background, Burn Nigeria's clean cooking projects generate carbon credits by reducing emissions from household energy use. The LOA issued by the NCCC allows those
credits to be transferred internationally to the CORSIA. CORSIA is a global aviation market-based scheme developed by the International Civil Aviation Organization to address CO,
emissions from international flights (i.e., that requires airlines to offset emissions above certain levels), and it does this by allowing them to purchase eligible carbon credits.*

Why This Matters For Nigeria

The immediate significance of this transaction is that it places Nigeria among countries participating in the international carbon market. Under the Nigeria Carbon Market Framework (the
Framework), Nigeria has expressed its commitment to authorise the transfer of ITMO units under Article 6.2 of the Paris Agreement.5 The grant of the LOA, therefore, demonstrates the
country’s willingness to cooperate with other countries toward meeting their climate targets. Nigeria is, however, obligated to account for the transferred 5.2 million carbon credits in a

manner consistent with its corresponding adjustment obligations under Article 6.

Beyond this initial transaction, the more important implication is that Nigeria is beginning to position itself as a destination for climate finance. Carbon markets operate by directing capital
from buyers—typically companies or sectors subject to emission limits—into projects that reduce emissions in other jurisdictions. These projects are often located in developing countries,

where the cost of reducing emissions is lower, and the potential for impact is higher.6

Within this landscape, Nigeria is emerging as a destination for carbon projects. With its large population, significant energy access gap, and continued reliance on traditional cooking
methods, the country presents strong potential for high-impact, cost-effective carbon projects capable of generating carbon credits. In addition, Nigeria's natural ecosystems offer
considerable opportunities for nature-based carbon sequestration projects. For instance, a study of a mixed forest stand in Edo State estimated carbon credit potential valued at
approximately #92 million.” Underscoring the need to protect such ecosystems, a study of coastal environments in Lagos indicates a loss of over 300 million tons of stored carbon back to

the atmosphere, highlighting both the scale of degradation and the corresponding opportunity for restoration-driven carbon projects.8

In light of the foregoing, the issuance of the LOA is particularly significant, as it signals that Nigeria is not only a viable location for such projects but is now taking concrete steps to
participate actively in the international carbon markets. However, to fully realise this opportunity, Nigeria will need to build on this initial development by putting in place systems for
effective carbon market functioning, ensuring regulatory clarity and scaling its pipeline of bankable carbon projects. Doing so would enable the country not only to participate in the

international carbon market but to capture a larger share of the growing climate finance inflow.

4. Aviation Benefits, ‘CORSIA Explained’ https://aviationbenefits.org/other-environmental-challenges/climate-action/market-based-measures/corsia/corsia-explained/ accessed 22 March 2026
5. Paragraph 7(iv), Part Ill of the Framework
6. El Hadj Diagne and James Murombedzi, ‘An overview of carbon markets as an effective policy tool for mitigating climate change’ (United Nations Economic Commission for Africa Policy Brief, 24 April 2024) https.//www.uneca.org/eca-

events/sites/default/files/resources/documents/ACPC/ndc3.0/policy_brief_on_article_6_of the_paris_agreement for_polic-makers_final_version_07102024.pdf accessed 10 April 2026
7. Egonmwan, Y., and Samuel, M. ‘Carbon Sequestration and Carbon Credit potential in a Mixed Vegetation Site in Southern Nigeria’ 12(3), (2025) Interdisciplinary Journal of Agriculture and Environmental Sciences https://sadijournals.org/index.php/IJAES/article/view/1107/1038

accessed 10 April 2026
8. Adedoja, T., Adegboyega, S., & Fakpor, A. ‘Assessment of Carbon Sequestration Potentials and Environmental Dynamics in the Coastal Area of Lagos.’ (2024) 35 European Scientific Journal https://eujournal.org/index.php/esj/article/view/18790 accessed 2 April 2025
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What Opportunities Does This Create For Project Developers And Investors?

Transactions such as the Burn Nigeria project demonstrate how carbon finance can support local industries, expand energy access and deliver measurable emissions reductions, while
generating tradable carbon credits for international buyers. Crucially, this development signals to investors and project developers that Nigeria is open for business in the carbon market. It

establishes a practical precedent for future transactions and suggests that other qualifying projects may also obtain authorisation to generate and export carbon credits.

For project developers, this creates a clearer pathway to structure and finance carbon projects in Nigeria. The country already has a growing project base, particularly in clean cooking, with
over 100 projects developed to date and a 5% share of global credit issuances in this segment.® The issuance of the LOA demonstrates that such projects can now move beyond credit

generation to international monetisation, improving project bankability and unlocking new funding sources.

Beyond clean cooking, there is significant potential across other segments. Nigeria’s natural assets—including forests, wetlands and mangroves—position it well for nature-based carbon
projects, where emissions are reduced or removed through conservation and restoration activities.’® At the same time, opportunities exist in renewable energy, energy efficiency and
emerging areas such as carbon capture. These segments not only generate carbon credits but also align with broader development priorities, including energy access, environmental

protection and sustainable infrastructure.

For investors buying from the compliance or voluntary market, there is greater confidence that the Nigerian government can support repeat transactions under Article 6 of the Paris

Agreement. This, in turn, improves the risk profile of Nigerian carbon projects and makes them more attractive for financing.

What Legal or Regulatory Gaps Remain

While Nigeria’s issuance of its first LOA signals clear policy and institutional progress, its carbon market framework remains largely policy-driven. Notably, the Framework itself identifies
critical areas where further regulation is intended. These include: (x) comprehensive implementing regulations to govern carbon market operations and provide a stable, predictable
environment for market participants;'" (y) a clear green fiscal regime, including defined tax treatment for carbon credits, incentives and investment returns;'? and (z) a detailed Manual of

Procedures to operationalise participation in mechanisms under the Paris Agreement, including authorisation and transaction processes.3

These gaps are not unusual for an emerging market; however, their timely resolution is critical. Jurisdictions such as Kenya, South Africa, Zimbabwe and Tanzania have already moved
towards more defined legislative and regulatory frameworks governing carbon market activities.’ Accordingly, the transition from policy to a binding, enforceable legal framework will be

central to confirming Nigeria's market readiness, strengthening investor confidence, and positioning the country as a credible and scalable carbon market destination.

9. Abatable, ‘Explore carbon market opportunities and risks in Nigeria with our latest policy profile’ (16 April 2025) https://abatable.com/blog/explore-carbon-market-policy-in-nigeria/ accessed 2 April 2026

10.  Adedoja, T., Adegboyega, S., & Fakpor, A. ‘Assejssment of Carbon Sequestration Potentials and Environmental Dynamics in the Coastal Area of Lagos.’ (2024) 35 European Scientific Journal https://eujournal.org/index.php/esj/article/view/18790 accessed 2 April 2025

11. Paragraph 18, Executive Summary of the Framework

12. Paragraph 19-21, Executive Summary of the Framework

13. Paragraph 23 & 24, Executive Summary of the Framework

14.  Kenya has issued the Climate Change (Carbon Markets) Regulations, 2024, which operationalises the carbon market framework under the Climate Change (Amendment) Act 2023 by establishing governance and regulatory structures for carbon market activities. In Tanzania,
the Environmental Management (Control and Management of Carbon Trading Mechanisms) Regulations, 2022 (as amended) is the framework regulating carbon trading. Zimbabwe’s carbon market regime is governed by the Carbon Trading (General) Regulations, 2025, which
establish the Zimbabwe Carbon Markets Authority, a national carbon registry, and regulate market participants. In South Africa, the Carbon Tax Act 2019 and the Carbon Offset Regulations, 2021 made pursuant to it, provide the framework for the taxation of greenhouse gas
emissions and the use of carbon offsets.
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