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Parties to the United Nations Framework Convention
on Climate Change (UNFCCC) will meet in Madrid,
Spain, in December 2019 to finalize the rule book
for the Paris Agreement, among other tasks. An
essential element of discussions concerns Article 6,
which provides for international cooperation through
carbon markets.

This working paper provides an overview of the key
remaining issues being negotiated under Article 6;
it explains each issue, what Parties disagree on,
and what is at stake.

The rules related to Article 6 can have a significant
impact on the ways in which countries’ climate
commitments are achieved and the resulting
emissions reductions.

Strong rules are needed to ensure that double counting
is avoided and that environmental integrity is preserved.
With strong rules, Article 6 could also support higher
ambition in mitigation and adaptation action.

A failure to agree on effective Article 6 rules, in
light of the number of countries that signaled the
use of carbon markets in their nationally determined
contributions (NDCs), will certainly weaken the
achievement of the Paris Agreement’s goals and
compromise its ambition.
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While last year’s annual climate negotiations, at the

24th Conference of the Parties (COP24) in Katowice,
largely succeeded in detailing a rule book for implementing
the Paris Agreement, Parties failed to agree on terms for
international cooperation under Article 6. Many Parties
called for more time to resolve complex technical and
political issues and argued that compromises would have
serious implications for the credibility of Article 6, erode
investor confidence, and weaken countries’ commitments
as well as the entire Agreement.

Participation in international cooperation under

Article 6 is voluntary, but those Parties that choose to
participate must follow the guidance and rules agreed on.
The rule book for Article 6 has three main components:

For Article 6, paragraph 2 (6.2), Parties are
requested to develop guidance for robust accounting
to be applied where cooperative approaches involve
the use of internationally transferred mitigation
outcomes (ITMOs) toward NDCs. Parties are also
to ensure transparency and environmental integrity
and promote sustainable development where
engaging in these approaches.

For Article 6, paragraph 4 (6.4), Parties are to

adopt rules, modalities, and procedures for a central
mechanism established therein (similar in concept to
the Clean Development Mechanism, CDM, established
under the Kyoto Protocol, although it is not defined

as such).

Parties are to decide to undertake a work programme
under the framework for non-market approaches
defined in Article 6, paragraph 8 (6.8).

A handful of key issues related to Article 6 prevented
agreement among Parties at COP24, and these will be

a major focus for the upcoming COP25 in Madrid. Issues
include how to account for international carbon market
transfers used toward NDCs; the rules for baselines and
additionality in the Article 6.4 mechanism; whether and
how to transition the methodologies, activities, and units
from the Kyoto Protocol mechanisms; the application
and operation of a share of proceeds, levied to support
adaptation; and how to deliver an overall mitigation

in global emissions, among others.

The way in which these issues are resolved will determine
whether Article 6 can contribute to the Paris Agreement’s
ability to deliver mitigation or detract from it.
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This paper aims to make sense of the key remaining
issues under negotiation on Article 6. The intended
audience is those who are familiar with the UNFCCC
negotiations but have not been following the detailed
technical discussions, such as those who are relatively
new to Article 6 negotiations, representatives from
civil society organizations, and the media.

The paper is organized by the main issues in Article 6.2
and 6.4 that remain under negotiation, although it is
not comprehensive. There are also instances where the
discussion applies to both 6.2 and 6.4. The paper does
not include discussion of issues related to Article 6.8,
but it should be understood that the work programme
for 6.8 is a key part of the package considered necessary
for agreement at COP25. The paper describes each issue,
what Parties disagree on, and what’s at stake. More
specifically, the paper covers the following issues:

Avoiding double counting on the basis
of corresponding adjustments

How to make a corresponding adjustment
for non-GHG mitigation outcomes

How to make a corresponding adjustment
for single- and multi-year targets

How to account for mitigation outcomes generated
in sectors and greenhouse gases (GHGs) not
covered by the NDC

How to account for use of Article 6 and
non-UNFCCC compliance schemes (e.g., the Carbon
Offsetting and Reduction Scheme for International
Aviation, CORSIA)

How to avoid double use of emissions reductions
from the Article 6.4 mechanism that are
internationally transferred

Baselines and additionality in Article 6.4

Transition of methodologies, activities, and units
from the Kyoto Protocol’s mechanisms

Share of proceeds
Overall mitigation in global emissions
Governance of Article 6

Reporting under Article 6 and link with reporting under
Article 13’s Enhanced Transparency Framework



We find that the way in which each of the remaining
issues is resolved will have important implications that
affect the long-term effectiveness of the Paris Agreement,
and on emissions reductions. These issues include:

Double counting: While the Paris Agreement is clear
that double counting must be avoided in Article 6, the
extent to which double counting is actually avoided
depends on the way in which the accounting rules are
operationalized. If emissions reductions are double
counted, it will result in an increase in global emissions
and weaken the already inadequate NDCs.

Additionality: The way in which Article 6 is finalized
will dictate whether emissions reductions under Article 6
will be additional to what would have occurred in the
Article’s absence. If non-additional reduction units
are used, the ambition of the NDCs will be further
watered down.

Delivering increased ambition and progression:
Article 6 can be designed in a way that supports
increased ambition: for example, determining whether
subsequent NDCs will be incentivized or disincentivized
to increase coverage of GHGs and sectors and the extent
to which Article 6 incentivizes enhanced ambition

over time and results in an overall mitigation in global
emissions. Article 6 can also drive more cost-effective
emissions reductions.

Financing for Article 6 activities and adaptation:
The agreed-upon rules for Article 6 can either

facilitate or hinder the flow of finance available

for related activities because investor confidence
depends on a credible carbon market. Barriers could
introduce market distortion or make participation
difficult. In addition, the rules can impact the finance
available for adaptation, including through a share

of proceeds levied to support the adaptation fund.

Accordingly, agreement on a strong Article 6 rule book can
play a significant role in determining the environmental
integrity of the Paris Agreement and its NDCs, the
ambitiousness of Parties’ current and subsequent NDCs,
and the strength of Article 6 in financing and incentivizing
further climate action.

Article 6 of the Paris Agreement recognizes that countries
will choose to pursue voluntary cooperation in implementing
their NDCs to allow for higher ambition in mitigation and
adaptation actions and to promote sustainable development
and environmental integrity. The rule book for Article 6
has three main mandates:

For Article 6, paragraph 2 (6.2), Parties are requested
to develop guidance for robust accounting, including to
avoid double counting, to be applied where cooperative
approaches involve the use of ITMOs toward NDCs.

Decision 1/CP.21 makes clear that double
counting is to be avoided on the basis of
a corresponding adjustment.

Parties are also to ensure transparency and
environmental integrity and promote sustainable
development where engaging in these approaches.

For Article 6, paragraph 4 (6.4), Parties are to adopt
rules, modalities, and procedures for an Article 6.4
mechanism to contribute to GHG mitigation and to
support sustainable development.

The mechanism is to be supervised by

a body designated by the Conference of the
Parties serving as the meeting of the Parties
to the Paris Agreement (CMA).

The mechanism also aims to incentivize the
participation of public and private entities and
deliver an overall mitigation in global emissions,
among other concerns.

Article 6.5 makes clear that emissions reductions
resulting from the mechanism cannot be used by
more than one Party to demonstrate achievement
of its NDC. There is some tension here with 6.4(c),
which states that the host Party will benefit from
the emissions reductions “that can also be used

by another Party to fulfill its NDC.”

Decision 1/CP.21 sets out the basis for the

rules, modalities, and procedures, and includes
requirements such as additionality, verification,
certification, and mitigation with real, measurable,
and long-term benefits.
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For Article 6, paragraph 8 (6.8), Parties are to
make a decision to undertake a work programme
under the framework for non-market approaches
defined therein.

Article 6.2 focuses on accounting for authorized
international transfers for use toward NDCs, or other
international mitigation schemes (e.g., CORSIA). This
includes accounting for linked international emissions
trading among other transfers. Article 6.4 establishes

a central mechanism, and calls for Parties to agree on its
associated rules, modalities, and procedures. See Table 1
for a description of each of the Article’s provisions.

Table 1 |

Agreement on the Article 6 rule book is critical because
51 percent of Parties’ NDCs (constituting 31 percent of
global GHG emissions) state a potential intent to use
international cooperation through carbon markets to
help achieve targets in their NDCs (Climate Watch 2019).
Forty percent of NDCs constituting 24 percent of global
GHG emissions have not specified whether they will do
so. Given NDCs’ potential reliance on carbon markets, the
rules related to Article 6 can have a large impact on the
ways in which the NDCs are achieved and the resulting
emissions reductions.

Article 6, paragraph 1

Recognizes that some Parties voluntarily pursue cooperation in the implementation of their nationally determined

contributions (NDCs) to allow for more ambition in mitigation and ambition and to promote sustainable development

and environmental integrity.

Article 6, paragraph 2

Specifies that when Parties engage in cooperative approaches involving the use of internationally transferred

mitigation outcomes (ITMOs) toward NDCs, they should promote sustainable development and ensure environmental
integrity and transparency, including in governance, and apply robust accounting to avoid double counting.

Article 6, paragraph 3

Article 6, paragraph 4

States that the use of ITMOs to achieve NDCs must be voluntary and authorized by the participating Parties.

Establishes a mechanism, supervised by a specifically constituted body, that credits emissions reductions that can

either be used by the host or other Parties toward their NDCs. The mechanism is to promote sustainable development,
incentivize private sector engagement, contribute to the reduction of emissions levels in the host Party, and deliver

an overall mitigation in global emissions.

Article 6, paragraph 5

States that the emissions reductions resulting from the Article 6.4 mechanism must not be used to demonstrate

achievement of the host Party's NDCs if used by another Party toward its NDC.

Article 6, paragraph 6

Ensures that a share of proceeds from the Article 6.4 mechanism covers administrative expenses as well as assists

vulnerable developing countries to meet the costs of adaptation.

Article 6, paragraph 7

States that the rules, modalities, and procedures for the Article 6.4 mechanism shall be adopted by the Conference

of the Parties serving as the meeting of the Parties to the Paris Agreement (CMA).

Article 6, paragraph 8
aims for these.

Article 6, paragraph 9
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Recognizes non-market approaches that Parties may choose to use to implement their NDCs, and establishes

Establishes a framework for non-market approaches referred to in paragraph 8.



Parties have chosen to engage in international cooperation
through carbon markets for several reasons (WRI 2014).
Some Parties want to count, for international purposes,
the results of existing or planned internationally linked
emissions trading systems. International cooperation
through carbon markets can bring additional public and
private finance and catalyze emissions reductions, as well as
contribute to sustainable development in a country hosting
the mitigation activity. However, when this mitigation
outcome is transferred abroad, the Party needs to balance
these gains with ensuring that their own NDCs are met.

For purchasing, or acquiring, countries, using carbon
markets to achieve their NDCs (e.g., through ITMOs
acquired from abroad) has both advantages and
disadvantages. Using international carbon markets enables
access to a wider pool of opportunities to reduce emissions
that might lead to higher ambition, given that mitigation
can be made more cost-effective, which provides flexibility.
On the other hand, relying on mitigation elsewhere to
achieve targets can have a negative impact on domestic
action because emissions reductions are achieved in
another jurisdiction.

Figure 1 |

This might limit the co-benefits of GHG mitigation

that would otherwise accrue or could result in a lock-in
of carbon-intensive technologies and emissions pathways.
It is important for all Parties to pursue domestic mitigation
action to ensure they meet their own sustainable
development aspirations and balance this with participation
in carbon markets. Lastly, many vulnerable countries
benefit from carbon markets given that they provide an
important source of finance for their adaptation activities
via a share of proceeds that funds adaptation.

Figure 1 illustrates the process of using carbon markets
to achieve an NDC. In the figure, emissions are above the
target level, so acquisitions through carbon markets are
used to make up the difference. If ITMOs or emissions
reductions used toward an NDC are not robustly
accounted for, or are of low environmental quality, their
use would compromise the integrity of that NDC target
and could lead to an increase in global emissions relative
to a situation in which the NDC target is met through
domestic reductions.

Emissions within the target
boundary in the target year

Source: Adapted from WRI (2014).

[TMOs used toward
the NDC

| Reduction relative to
base year emissions

I— Emissions balance
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Negotiators are still discussing how to operationalize

the provisions of Article 6, and the upcoming negotiations
at COP25 in Madrid, hosted by Chile, aim to chart a way
toward resolving these issues. The way in which they do so
will determine whether Article 6 delivers on environmental
integrity, avoids double counting, incentivizes and delivers
mitigation, and provides finance, including support

for adaptation.

Several issues can compromise the ability of Article 6

to deliver the rules framing a credible carbon market,
contribute to higher ambition in the Paris Agreement,
and ensure the intent of the NDCs is achieved. These
are summarized here and also highlighted below where
relevant as part of the discussion on each remaining issue:

Double counting: A number of provisions throughout

the Paris Agreement state that double counting must

be avoided; for example, see Articles 4.13, 6.2, 6.5, and
accompanying 1/CP.21 paragraphs 36, 92(f), 106 and 107
(Schneider et al. 2017). Double counting typically occurs
when the same mitigation outcome is counted toward the
NDC of more than one Party (or other compliance scheme).
Double counting undermines mitigation by misrepresenting
the actual quantity of global emissions reductions, as well
as reducing the level of real-world action required to meet
targets. The discussions focus on double claiming, which
would occur if a mitigation outcome is applied toward

the mitigation goal of more than one Party. In the Paris
Agreement, Parties determined that double counting

must be avoided on the basis of a corresponding
adjustment — a system of bookkeeping whereby the
transferring Party adds to their relevant GHG emissions
balance, while the Party using the ITMO subtracts from
their relevant GHG emissions balance. The starting point
for this balance is the emissions inventory. The result is an
adjusted emissions balance. Where every relevant addition
is matched by a subtraction — where the adjustments
correspond — double counting is avoided. Double counting
is a risk for both Article 6.2 and Article 6.4 (see p. 7).

If the rules are designed in a way that fails to

adequately prevent double counting, and both Parties

to the international cooperation through Article 6 count
the mitigation toward their NDC, it would lead to an
increase in global emissions. An analysis performed by the
Environmental Defense Fund, which relies on a variety

of assumptions, finds that the volume of emissions at risk
of being double counted could potentially be greater than
the volume of emissions reduced under all current NDCs.
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In other words, they note, the mitigation that would result
from achieving current NDC targets could be zeroed out
altogether (and exceeded) in the absence of strong rules
on double counting (EDF 2018).

Additionality: Emissions reductions traded through
carbon markets should be additional; that is, that

they should produce additional abatement compared
with a reference scenario of emissions reductions that
would have occurred in the absence of the market-based
mechanism (Michaelowa, Hermwille, et al. 2019). In
the case of Article 6.2, additionality is not an explicit
requirement because the determination and applicability
of additionality is often more relevant at the project or
programme level (i.e., to the emissions trading scheme
rather than to the link between emissions trading
schemes) than to a cooperative approach, because
under 6.2 it would be the responsibility of the Parties
involved, and because Article 6.2 refers to the broader
principle of environmental integrity, which includes
additionality. For Article 6.4, the determination of
additionality is an explicit requirement of the rules,
modalities, and procedures of the mechanism and will
likely be undertaken through the approval of methodologies
by the Article 6.4 Supervisory Body and the host Party.

Delivering increased ambition: At the very least,

Article 6 must not disincentivize greater ambition from the
next round of NDCs. If designed well, it should allow for
higher ambition in mitigation and adaptation (Fuessler

et al. 2019). Whether it does this, and the extent to which
it does so, is a subject of debate among negotiators. For
example, Article 6 outcomes can affect whether subsequent
NDCs will be more or less likely to increase coverage of
sectors and GHGs in future NDCs. Also, the rules related to
Article 6 will determine whether the carryover of pre-2020
emissions reductions from the Kyoto Protocol will be
acceptable to carry forward and use toward NDCs, which
could weaken a signal to reduce emissions. Another issue
involves the extent to which Article 6 results in additional
emissions reductions, beyond a simple transfer of emissions
reductions from one Party to another. This is also known
as “overall mitigation in global emissions.”

Financing for Article 6 activities and adaptation:

The rules associated with Article 6 can either facilitate or
hinder private sector participation and the flow of finance
available for Article 6 activities, as well as the availability
of adaptation funding derived from a share of proceeds
(see p. 18) for this purpose.



While some progress was made on Article 6 at COP24

and was maintained at the Subsidiary Body for Scientific
and Technological Advice (SBSTA) 50 in June 2019, many
critical issues have yet to be resolved. This paper focuses on
the key remaining issues in the negotiations; specifically:

Avoiding double counting on the basis
of corresponding adjustments

How to make a corresponding adjustment for
non-GHG mitigation outcomes

How to make a corresponding adjustment
for single- and multi-year targets

How to account for mitigation outcomes generated
in sectors and greenhouse gases (GHGs) not
covered by the NDC

How to account for use of Article 6 and
non-UNFCCC compliance schemes (e.g., the Carbon
Offsetting and Reduction Scheme for International
Aviation, CORSIA)

How to avoid double use of emissions
reductions from the Article 6.4 mechanism
that are internationally transferred

Baselines and additionality in Article 6.4

Transition of methodologies, activities, and units
from the Kyoto Protocol’s mechanisms

Share of proceeds
Overall mitigation in global emissions
Governance of Article 6

Reporting under Article 6 and link with reporting under
Article 13’s Enhanced Transparency Framework

We provide a brief overview of each issue, explain how
negotiations are divided and for what reasons, and discuss
what is specifically at stake in the negotiations.

A corresponding adjustment ensures that mitigation
outcomes are not double counted between participating
Parties. When a Party transfers mitigation outcomes
internationally for use toward an NDC target or other
compliance scheme, it would make a corresponding
adjustment to its emissions balance by adding the amount
transferred to its account of emissions, just as if that
quantity had resulted from an emitting activity. On the other
end of the transfer, when a Party acquires or uses mitigation
outcomes toward its NDC, it would subtract this amount
from its emissions balance, just as if its own emissions had
been reduced by that amount. These adjustments ensure
that both Parties are not counting the same mitigation
outcomes toward their NDCs.

Most Parties support an emissions-based approach
to accounting because of several advantages, including
ensuring that the adjustment is based on actual emissions
as it is rooted in the national inventory, avoiding double
counting, accommodating a diverse set of NDCs, and
capitalizing on the fact that all Parties must regularly
provide a national inventory report. Under this approach,
corresponding adjustments are made to participating
Parties’ emissions balances using the relevant GHG totals
provided in the national inventory report. The result is an
adjusted balance. The emissions-based approach does not
make any changes to the national inventory itself, but rather
to an emissions balance, which uses the NDC-relevant GHG
totals provided in the inventory as a starting point to add
and subtract to arrive at the adjusted balance.

Rules related to corresponding adjustments would also
ensure that the participating Parties understand their
obligations independent of one another. The transferring
Party could be obliged to apply the corresponding
adjustment (an addition to its emissions balance) for
all authorized first transfers, regardless of whether the
acquiring Party uses them toward its NDC. The using Party
could then use the transferred mitigation immediately
upon acquisition or during its NDC period because the
transferring Party has already surrendered the claim

to that emissions reduction. Upon use, the using Party
would then also make an adjustment. Parties are also
considering measures to address any issues that arise due
to any extended delay between the transfer and use of

a mitigation outcome.
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Different NDC types present challenges for conducting
corresponding adjustments of transfers. A major benefit
of an emissions-based approach is that it addresses
concerns regarding application of corresponding
adjustments given the diversity of commitments. For
instance, in the case of an emissions intensity target,' the
adjusted emissions balance would be the intensity target
numerator — the emissions rather than the emissions
per gross domestic product (GDP) figure. For a baseline
scenario target, the adjusted emissions balance would
also be used to track progress.

Figure 2A |

Although the text of Article 6.2 currently includes an
obligation for Parties to quantify their NDCs, it also
includes an understanding that this is not possible for
some NDC types from the outset, since not all NDCs easily
correspond to a fixed emissions level in the target year.

In this case, a methodology for quantification could be
provided ex ante, while the actual quantification of the
NDC is only provided ex post. Figure 2A illustrates how

a corresponding adjustment operates in emissions-based
accounting. Figure 2B illustrates an example of double
counting in which a corresponding adjustment is not made.

Emission target (80)

Adjusted
emissions
....................... (80)

Emission
reducti_on (10)

Actual
reported
emissions [

(100)

Emission targ

et (70)

Adjusted
emissions

Actual

reported
emissions
(50)

Country A
(Transferring country)

70
[TMO transfer (70)

Country B
(Acquiring country)

Note: In the above diagram, 30 ITMOs are transferred from Country A to Country B. Country B adjusts its NDC-relevant total to reflect these ITMOs, whereas Country A adjusts its NDC-relevant total
upward by 30 to ensure that it is not double counted between the two Parties. In this diagram, the total amount of mitigation between the two Parties (60 units) is the same whether the transfer
had occurred or not, but the transfer allows flexibility for Country B (the acquiring country) in how it achieves its target. It can source more cost-effective mitigation in Country A and use that

toward its NDC.

Source: Schneider et al. 2017.
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Figure 2B |

Emission target (80)

Emission
reducti_on (10)

............................................

Actual
reported
emissions [

(100)

Emission targ

et (70)

Adjusted
emissions

Actual

reported Failure to

emissions adjust
) emissions

(50)

Country A
(Transferring country)

Source: Adapted from Schneider et al. 2017,
There are several issues related to corresponding

adjustments that remain unsettled. These include:

How to make a corresponding adjustment for
non-GHG mitigation

How to make a corresponding adjustment for single-
and multi-year targets

How to account for mitigation generated in sectors
and GHGs not covered by the NDC

How to account for use of Article 6 and non-UNFCCC
compliance schemes (e.g., CORSIA)

How to avoid double use of emissions reductions
from the Article 6.4 mechanism that are
internationally transferred

70
[TMO transfer (70)

Country B
(Acquiring country)

How to make a corresponding adjustment
for non-GHG targets

WHAT IS THE ISSUE IN A NUTSHELL?

In order to ensure that Article 6 accounting is robust,
Parties must use common global warming potentials
when converting other gases to carbon dioxide equivalents
(CO,e). But what about mitigation outcomes measured in
terms of non-GHG outcomes (e.g., committing to restore
a certain number of hectares of land)? Many headline NDC
or NDC components are framed in non-GHG terms. These
present a particular challenge in terms of emissions-based
accounting, which by definition uses GHG emissions

as its basis. Should these countries be limited in their
access to Article 62 Some Parties have called for a “buffer
registry” approach to be used in these cases, whereby
corresponding adjustments are applied to transfers
(additions) and to acquisitions (subtractions) resulting in
a net transfer figure. It is possible that this approach will
only apply to ITMOs measured in metrics other than CO_e
(e.g., kilowatt-hours of renewable electricity). The main
issue with this approach is that it is not clear whether or
how the resulting information on net transfers is useful
in demonstrating NDC implementation and achievement.
How is this figure reconciled with the NDC? It is also not
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clear that this approach would compare apples with apples;
that is, that additions and subtractions would be on the
basis of the same metric. It would be difficult, for instance,
to net out on the basis of kilowatt-hours transferred and
hectares restored. This is an important issue, given that
there is no starting point for such transfers (vis-a-vis the
emissions balance approach, which uses the inventory

as the starting point). More broadly, it has yet to be
determined whether and how a country with a non-GHG
NDC target would convert the mitigation outcome or the
target itself into CO_e (Schneider et al. 2017). There are
further complications as well; for example, when clean
power is transferred to another country in a connected grid
(e.g., from Bhutan to India) and the project is structured as
an offset (in this case, it is unclear what grid factor would be
used to quantify the reductions). If the Article 6 rule book
is agreed on at COP25, it seems likely that these concerns
will be taken up in a work program after 2020.

Parties have yet to agree on how to make corresponding
adjustments for non-GHG targets. Those that argue that
NDC targets or corresponding adjustments should be
converted into metric tons of CO,e suggest that it would
ensure that adjustments are truly “corresponding.” Further,
they argue that a common metric can help reconcile and
aggregate mitigation outcomes and provide transparency
and greater clarity of overall reductions achieved
(Schneider et al. 2017). Others argue it is technically
possible for the corresponding adjustment to be conducted
in a different metric for the two countries involved, and
point out that many NDCs are not defined in CO,e terms.
However, even if two countries had the same type of target,
the emissions impact of, for example, generating electricity
from renewable energy sources in one country may differ
significantly from the impact in another country, depending
on which nonrenewable sources of energy are displaced and
what baseline is used. It has yet to be determined whether,
and how, a country with non-GHG targets in its NDC would
convert the mitigation outcome or the target itself into
CO,e (Schneider et al. 2017).
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With regard to corresponding adjustments for non-GHG
targets, if weak rules are agreed on, trading outcomes
that are not comparable could lead to inaccuracies

and potentially a rise in emissions. Any conversion of
non-GHG metrics to CO,e would need to be conducted
in a robust way, if deemed possible (for example, in the
case of a renewable energy target, two Parties engaged
in a transfer may have very different emissions impacts
associated with the generation of renewable energy).

How to make a corresponding adjustment for
single- and multi-year targets

Most (777 percent of NDCs, constituting 97 percent of global
emissions) of the current NDC targets are single-year
targets, which specify an emissions target for just a single
future year (e.g., 2030) (Climate Watch 2019). Other targets,
known as multi-year targets, are defined over several years
(e.g., over the period 2021—30). Multi-year NDCs are most
conducive for accounting. Adjustments could be made
regularly throughout the NDC implementation period or
once at the end of the period, and cumulative transfers and
use are accounted for. Single-year targets pose a particular
challenge because buying Parties could count many years
of accumulated mitigation outcomes toward a single
year’s emissions in the absence of rules prohibiting them
from doing so (Hood and Soo 2017; Lo Re and Vaidyula
2019). See Figure 3. This creates issues related to violating
environmental integrity (the mitigation effort represented
by a single-year target can easily be eroded if large quantities
of acquired credits are applied in the target year), as well as
fairness (the Party with the multi-year NDC has to acquire
more to account for the cumulative emissions across the
implementation period). In addition, it creates significant
issues for the market, since global demand could be cut
significantly, depending on the NDC time frame. On the
other side, in the absence of an approach, sellers would
only need to account for transfers in the target year, again
creating fairness issues and also making it easy to game
transfers to avoid adjustments, which would significantly
undermine environmental integrity.



Figure 3 |

Base year
emissions

There are several approaches being considered to address
the single-year target issue (Schneider et al. 2017), including
some related to accounting and transparency. There is
also a question of whether all Parties must pick the same
approach or whether they can choose. For instance,
countries involved in the transfer could be required to state
their commitments as multi-year targets in order to be
eligible to participate in transfers. However, most NDCs
do not have a multi-year target, so this requirement would
pose challenges related to their national determination.
Another option is the “vintage” approach, whereby

a country can only use or transfer mitigation outcomes
generated in their NDC target year. This approach is

rather impractical to implement and could create issues
related to investor incentives, since it strictly limits both
market demand and supply; it can also create market
distortions if trading is limited to only certain years.

A third approach would specify that transfers and use

of mitigation outcomes could be averaged over the NDC
implementation period to ensure that transfers and use of
mitigation outcomes are representative of the entire NDC
period. Some argue that this approach results in poor
representativeness of the actual pathway and could pose
practical constraints.? Lastly, countries could be required to
develop a multi-year emissions trajectory, against which
the transfer and use of ITMOs is accounted for each year.
This approach may have advantages of not concentrating

Emissions in the target
year inventory

o X% reduction from base
year emissions

[TMOs acquired during the
target period and retired in
the target year

the use of corresponding adjustments in only a single
year but may pose challenges with single year targets
where there may be multiple trajectories to achieving
the target (Schneider et al. 2017). It remains to be seen
how a trajectory would be defined, and there is a risk
that a trajectory could be inflated to allow for perceived
overachievement across the implementation period,
which could lead to transfers of “hot air.” Furthermore,
few Parties communicated NDCs with a trajectory,
posing further challenges, especially considering the
nationally determined nature of their commitments.

Several ways forward have been presented, including
capturing principles (e.g., consistency, representativeness)
in the guidance and rules, recognizing that the methods
would need to be fleshed out further in a work programme;
agreeing to a menu of methods; and agreeing to a menu
of options with a default option if a Party does not choose

a particular method.

With regard to corresponding adjustments for single-year
targets, many experts have noted that single-year targets
can be achieved too easily, given that much less mitigation
may be needed to achieve a single-year target unless
limits are applied to the amount and/or vintage of credits
applied in the target year. Accordingly, what’s at stake is the
amount of mitigation required for Parties with single-year
targets to achieve their goals.
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How to account for sectors and GHGs not covered
by the NDC

Another unresolved issue relating to both Articles 6.2 and
6.4 concerns whether (and if so, for how long), Parties can
transfer emissions reductions that they achieve outside
of sectors and gases covered in their NDCs. For example,
if a country does not have an economy-wide NDC, can it
pursue emissions reduction activities in an excluded sector
(such as waste) and be eligible to transfer these reductions
to another country? Forty percent of NDCs cover only
certain sectors (e.g., the energy sector only), and 54 percent
cover only some GHGs, such as CO, only (Climate Watch
2019). The key question is therefore whether internationally
transferred mitigation outcomes and/or emissions
reductions can be generated from sectors or GHGs that are
not covered by the NDC, and, if so, whether a Party must
pursue a corresponding adjustment for such mitigation.
It should also be noted that there are other complicating
factors here. First, the scope of an NDC is not always clear,
so it may not be possible to know whether an ITMO was
generated from inside or outside an NDC. It is also the case
that mitigation outcomes could be generated in a manner
that impacts more than one sector.

The first point of disagreement among Parties is whether
mitigation outcomes generated from sectors/gases not
covered by a Party’s NDC can be internationally transferred
for use toward another NDC. Those in favor of allowing
such transfers point out that double counting would not
be an issue because the emissions reductions/enhanced
removals do not count toward the achievement of the
transferring Party’s NDC (Hood 2019). Also, allowing trade
in sectors and gases not included in the NDC encourages
investments in technologies that may not otherwise receive
finance, helps countries achieve sustainable development,
targets mitigation in otherwise overlooked sectors, and
builds capacity for countries to include those sectors/gases
over time in NDCs; for example, through the collection of
data (CCAP 2018; Spalding-Fecher n.d.). It can also lower
the costs of mitigation, and some have noted that it can be
difficult to clearly distinguish what is outside the scope

of the NDC in all cases (Schneider et al. 2019).
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Those against allowing such transfers suggest that doing
so would provide a perverse incentive for countries to
avoid expanding the scope of their NDCs (the intent of the
Paris Agreement). This is the case because once a sector
isincluded in an NDC, the countries will have to apply
corresponding adjustments for related transfers. Another
cited concern is that allowing transfers from uncovered
sectors and gases could weaken the environmental integrity
of credits, because robust accounting may not necessarily
be applied in the same way that it would be under the NDC
(EDF 2018; Hood 2019). One proposal that has been put
forward is that if mitigation outcomes are generated in
uncovered sectors or gases in the current NDC, then the
relevant sector or gas must be included in future NDCs
(CCAP 2018). See Figure 4 for how a host Party could

be required to expand coverage of its future NDC.

Another point of disagreement is whether these
outside-of-scope mitigation outcomes would be subject

to a corresponding adjustment if and when they are
transferred internationally for NDC use. Some have
suggested that Article 6 is clear in this regard: if an ITMO

is used toward an NDC, a corresponding adjustment is
required (EDF 2018). Accordingly, the NDC’s relevant
emissions would be adjusted based on the transfer of the
emissions reduction outside the NDC. Some Parties and
experts also argue that a corresponding adjustment is
necessary to negate a disincentive to expand the coverage
of an NDC over time (EDF 2018). Several options have been
put forward, including a requirement for corresponding
adjustments for uncovered sectors or gases, no requirement
for a corresponding adjustment for uncovered sectors, and
a delay before a corresponding adjustment is required, for
example, a delay until 2031 (Marcu and Rambharos 2019;
Hood 2019). Some further argue that ITMOs should only
be generated within NDCs and mitigation outcomes from
outside NDCs would not be eligible for use.
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Those arguing against the use of uncovered sectors or
gases toward NDC targets would suggest that the incentive
to expand the scope of their NDCs over time, as well as the
environmental integrity of credits, is as stake. Those that
support their use would argue that finance and capacity
building for emissions reductions in uncovered sectors and
gases is at stake, as well as access to untapped mitigation
opportunities. Some Parties also argue that the diffusion
of new technology, finance, and enhanced monitoring and
reporting of GHG emissions can nudge the transferring
Party to include the sector/gas in its next NDC and,
accordingly, such an incentive is at stake.

How to account for use of Article 6 and non-UNFCCC
compliance schemes

An additional issue related to Article 6 and emissions
reductions or removals “outside of the scope of the NDC”
concerns the credits used in other compliance schemes.
The discussion to date has focused on CORSIA, an
international agreement focused on reducing international
aviation emissions. CORSIA aims to avoid double counting
per an International Civil Aviation Organization (ICAO)
Council decision (Biniaz 2017; ICAO 2019). Accordingly,
a mitigation outcome used for compliance under CORSIA
must not be counted toward NDCs.

Sectors covered by
subsequent NDC target

While Article 6 does not explicitly mention avoiding
double counting with other schemes, current discussions
reference the use of credits for non-NDC uses. Further, the
issue is mentioned under the modalities, procedures, and
guidelines for the Paris Agreement’s enhanced transparency
framework, in that Parties are to include authorized
mitigation outcomes for international purposes other

than the achievement of their NDCs in their structured
summary for tracking progress (Biniaz 2017; UNFCCC
2018, para. 77d).

As described above, the key remaining issues pertain to how
to avoid double claiming between the use of credits toward
NDCs and other compliance schemes, including how to
apply corresponding adjustments and track and report their
use (Hood 2019; American Carbon Registry 2019). There
are some technical challenges to avoiding double claiming
because emissions reductions from a project that is used
for CORSIA could lead to a lower national inventory, which
in turn can aid the achievement of the host Party’s NDC
(Hood 2019). Article 6 credits used for purposes other
than NDC compliance could accordingly be subject to

the accounting provisions related to Article 6, including
corresponding adjustments (Hood 2019), although this
has yet to be agreed on.

The primary issue is the double claiming of emissions
reductions between achievement of NDCs and CORSIA,
which would jeopardize the environmental integrity of
both and impede their impact on emissions reductions.
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How to avoid double use of emissions reductions from
the Article 6.4 mechanism internationally transferred

While Parties agree that corresponding adjustments will
be made to Article 6.2 transfers because this is explicitly
referenced in the Paris Agreement’s accompanying
decision, Parties have yet to agree on whether Article 6.4
emissions reduction credits — which are transferred
internationally for use toward NDCs — would be subject to
a corresponding adjustment by the host Party. The majority
of Parties argue for the host Party to apply a corresponding
adjustment when Article 6.4 units are internationally
transferred, to avoid counting the underlying emissions
reductions twice. They also suggest that when Article 6.4
emissions reductions are transferred internationally for
use toward an NDC or other compliance scheme, they
constitute an ITMO; it would therefore make sense to
apply Article 6.2 guidance. A few other Parties, on the
other hand, argue that the Paris Agreement does not
explicitly reference corresponding adjustment in relation
to Article 6.4; noting the language in Article 6.4c, they
point out that the explicit additionality requirement means
that it is unnecessary to avoid double counting through
the use of corresponding adjustments (Marcu and Sinha
2019). With regard to additionality, these Parties point
out that the Article 6.4 activity is necessarily additional

to what would have otherwise occurred, so the emissions
reduction cannot be counted toward the NDC. If it is not
counted toward the NDC, by virtue of being additional,

it cannot be double counted. For these Parties, the scope
of the NDC is determined not only in terms of sectors and
gases but also by the actions or activities included when it
was communicated. As a result, they argue that if Article 6.4
activities are outside of this scope, they are additional to the
NDC, so the avoidance of double counting is unnecessary.

Most other Parties will note that this argument misses
the fundamental question of double counting, which is:
“Are emissions reductions counted twice?” If the emissions
reductions created under the Article 6.4 mechanism

are used to meet the NDC target of another Party, or
used for another purpose, these reductions are claimed
elsewhere. Given that these reductions will be reflected
in the transferring Party’s inventory, there would need to
be a corresponding adjustment to ensure that the same
reductions are not counted twice.
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It remains to be agreed on whether corresponding
adjustments will be required for the Article 6.4 mechanism
when the resulting mitigation is internationally transferred
and used toward NDCs or for other international purposes.
If corresponding adjustments are required, there is an
additional question of whether they would follow the
guidance of Article 6.2 or apply specifically designed
accounting rules (Lo Re and Vaidyula 2019).

Most fundamentally, the amount of mitigation could be
compromised if corresponding adjustments are not applied
accurately and comprehensively for all mitigation outcomes
that are internationally transferred and used and if double
counting ensues. The integrity and credibility of the carbon
market would also be at stake.

It will be critical that Article 6 not undermine the emissions
reductions that the NDCs intend to deliver. One critical
aspect for crediting mechanisms, such as the one established
in Article 6.4, is whether the emissions reductions are
additional to what would have happened in the absence

of the mechanism.

As mentioned above, in the case of Article 6.2, additionality
is not an explicit requirement because the determination
and applicability of additionality to a cooperative approach
would be the responsibility of the Parties involved. And
while additionality related to Article 6.2 is not the focus of
negotiations, compared to additionality of Article 6.4, the
concept is still relevant. As not all NDCs are ambitious,
representing real emissions reductions beyond business as
usual, or BAU, (UNEP 2018) there is the risk that Article 6
will allow Parties with weak NDCs to export carbon credits
that are not backed by actual mitigation. This would
accordingly reduce the domestic efforts of buying countries
with stronger NDCs and lead to an overall increase in
global emissions compared to what would have otherwise
occurred. For example, a transferring Party could have

a target that is above its BAU emissions trajectory, meaning
that this country would have exceeded achievement of its
NDC anyway. If it transfers carbon market units that are not
backed by actual emissions reductions, aggregate emissions
between both countries are higher than they would have



been in the absence of the transfer (Schneider and La Hoz
Theuer 2019; La Hoz Theuer et al. 2019) (see Figure 5). Here
we are speaking of additionality as a broad concept that is
central to environmental integrity. In reality, the role of
international rules in determining additionality depends
on the nature of the cooperation.
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Under Article 6.4, Parties are negotiating specific
options related to addressing additionality, given the
explicit reference to ensuring that the mechanism’s
credits are additional. One issue at hand is the
establishment of the project or programme baseline.
Baselines are projected reference levels of emissions
that would occur in the absence of the mechanism.
Credit can be issued for emissions reductions achieved
below the baseline, and, accordingly, the baseline will
determine the crediting threshold. If a baseline is not
conservative and set sufficiently below BAU emissions,
the resulting credits will not be real or additional.

Under Article 6.4, a methodology sets the rules for
how a baseline is established, how additionality is
demonstrated, and how emission reductions are
monitored. Methodologies are subject to approval
by the Article 6.4 mechanism’s Supervisory Body
and potentially by the host Party.

The Paris Agreement, in which all Parties have NDCs,
creates new challenges related to the role of the host
Party, including the establishment of baselines and the
determination of additionality (Lo Re et al. forthcoming).
It is important that the mechanism does not put a host
Party at risk of not achieving their NDC when the emission
reduction is transferred internationally. That is, the host
Party must ensure that it does not transfer away emission
reductions that it actually needs to meet its own NDC. In
recognition of this issue, the Article 6.4 negotiations are
emphasizing host Party engagement, and the negotiating
texts include a broad role for host Parties in approving
various aspects of the activity, including the type of activity,
the methodology (as well as the approach to determining
baselines and additionality), and the crediting period.

Some Parties also want to make sure that Article 6.4
activities enhance ambition over time and do not lead
to a situation in which host Parties are encouraged to
transfer all of their low cost emission reductions abroad.
Rather, they want to ensure that some of these are
retained by the host Party. These Parties propose that
baselines are set well below BAU emissions levels so
that some of the reductions (those that occur above the
baseline, which is set lower than BAU) accrue to the host
Party as they are not credited, and some can be credited
(those that occur below the baseline) and be transferred
internationally. This is sometimes referred to as an
“own contribution” or “own benefit.” See Figure 6.
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There is also some debate about whether and how

the NDC itself and related policies should be taken into
account when determining the mechanism’s baselines
and additionality. Many Parties point out that if the
project/programme baseline does not include all existing
policies and reflect NDC achievement as part of the
baseline, it could be inflated and the resulting credits
unlikely to be real or additional. That being said, how it
does so remains to be seen. It is not always possible to
reflect a given policy, law, or regulation in a baseline and it
might not always be relevant, but where these are relevant
the methodology should specify that they be taken into
account. As policy changes over time, these changes would
need to be reflected by allowing a baseline to be dynamic,
becoming increasingly stringent over time to reflect policy
and legislative updates and to avoid crediting hot air.

Of course, this dynamism needs to be balanced with some
certainty about when and how baselines are updated.
Some Parties feel that their full ambition has already
been included in their NDCs, or that NDCs and policies
to implement them are not in any way related to baseline
determination, and a requirement to set baselines below
NDCs or related policies is onerous. That said, it is in the
transferring Party’s interest to ensure that baselines either
reflect NDCs or are at least no higher than BAU emissions
to avoid an over-transfer of emissions reductions.

These issues are closely related to the issue of

Article 6.4 accounting and the related incentives. If a Party
has to account (i.e., make an adjustment for one metric
ton of CO,e) for an Article 6.4 credit that it transfers
internationally, it is in that Party’s interest to ensure that
the credit is worth at least the value of the adjustment. In
other words, in this case, it is in the host country’s interest
to ensure that baselines either reflect NDCs or at least are
no higher than BAU emissions to avoid an over-transfer of
emissions reductions. If there is no accounting obligation,
the incentive structure changes.

While negotiators are not actively discussing additionality
under Article 6.2, given that there is no direct reference
to it in the Paris Agreement, broad principles are being
discussed, including those related to setting conservative
baselines. For both Article 6.2 and 6.4, if transferred
emissions reductions come from an unambitious

NDC, and the transferring Party would still achieve

its NDC target, ambition would be compromised.
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In addition, the Article 6.4 negotiating text includes

many options for determining baselines and additionality.
Parties have proposed several options to ensure that
domestic mitigation measures that aim to achieve NDCs and
other related policies are taken into account. For baselines,
Parties that are concerned about the stringency of the
crediting threshold for environmental integrity reasons have
proposed explicit references to “below BAU” and options
related to baseline determination based on benchmarks
or best available technologies. Other Parties have asserted
that competing options, such as baselines based on BAU or
historical emissions, should be permitted. It is important
that Parties narrow the options so that the Supervisory
Body and the host Parties can develop clear guidance on
what constitutes appropriate baselines and approaches to
additionality. This would also benefit those acquiring the
credits because they would have more certainty that a given
activity had a sensible baseline and was subject to a robust
approach for determining additionality. If the rules do not
provide for a robust determination of additionality and
sufficiently conservative baselines, they will undoubtedly
undermine the mechanism’s credibility as well as the
NDCs’ ambition.

The integrity and effectiveness of Article 6 and its

ability to contribute to Paris Agreement goals could suffer
if emissions reductions transferred under Article 6 are not
additional (Michaelowa, Hermwille, et al. 2019). Ultimately
emissions could rise if additionality is not ensured.

One of the most significant unresolved negotiating

issues related to Article 6 is the continuation of market
mechanisms under the Kyoto Protocol, mainly in relation
to the CDM, but also to Joint Implementation (JI) and
emissions trading. It should be noted that the Paris
Agreement and its accompanying decision are silent on this
issue, but Kyoto Protocol mechanisms could be included in
Article 6 in various ways, including the use of CDM rules
and governance arrangements; the transition of Kyoto
Protocol mechanism activities (projects and programmes
of activities), allowing them to continue to generate units
for emissions reductions achieved after 2020; and allowing
certified emissions reductions (CERs), assigned amount
units, and emissions reduction units from Kyoto Protocol
mechanisms that are generated prior to 2020 to be applied
after 2020 (Schneider et al. 2017; Greiner et al. 2017).



The first decision is with regard to the transition of the
rules and methodologies from Kyoto mechanisms to the
Article 6.4 mechanism (Lo Re and Vaidyula 2019). Some
of these rules and methodologies might be relevant for
Article 6.4, and Decision 1/CP.21 explicitly calls for the
rules, modalities, and procedures to take into account
the lessons learned under Kyoto. The rules that might
be useful include those related to the accreditation of
verifiers. As the methodologies for CDM and JI include
the determination of baselines and the approach to
additionality, these would likely need to be updated to
reflect any new framing under Article 6.4 before being
used by an Article 6.4 activity.

For projects and programmes currently registered under
the CDM or JI, there are some Parties that argue that
these should be automatically registered under Article 6.4
without constraint. Others argue that these projects or
programmes can be registered under Article 6.4, potentially
even through an expedited procedure, to the extent that
they meet or are updated to reflect the new rules. Those
arguing against the automatic registration of these projects
point out that it might perpetuate the regional imbalance
of project activities under the CDM, and would dilute
overall ambition because most of these projects generate
emission reductions regardless of the ability to sell units
(Warnecke et al. 2019; Schneider et al. 2017), calling their
additionality into question — they would clearly happen
even without the mechanism. They argue that allowing
these projects to continue generating units after 2020
would lead to continued low carbon prices and thus neither
reward previous investments nor provide incentives for new
investments in mitigation action. They would essentially
crowd out new and additional activities. Some have
accordingly suggested that only CERs from project types
that would discontinue GHG abatement without carbon
finance could be eligible for use after 2020 (Schneider et al.
2017). Others, however, have pointed out that designating
the eligibility of certain project types could be challenging.
It is possible that existing projects or programmes could
undergo some sort of simplified registration process under
Article 6.4 to update those elements impacted by the

new rules.

A second area of debate is the use of units from Kyoto
Protocol mechanisms that are generated prior to and
applied after 2020. Those that argue against using

CERs after 2020 to meet NDCs state that there will be

no signal to catalyze significant emissions reductions
beyond what would have otherwise occurred (Schneider

et al. 2017). One recent study estimates the potential supply
of CERs for the 2013—20 period to be 4.65 billion. The
current demand is estimated up to 600 million, meaning
that 4 billion could be available for use toward NDCs or
CORSIA if the rules allow for their use (Warnecke et al.
2019). This means that pre-2020 Kyoto Protocol units
could substitute for action post-2020.

Proponents of using Kyoto Protocol CERs toward post-2020
targets argue that they could lower the costs of achieving
mitigation targets, preserve investments, and ensure that
existing efforts are not discontinued (Schneider et al. 2017).
They also argue that use of Kyoto Protocol mechanism
activities could help foster the quick implementation

of Article 6 and meet the demand from CORSIA and
NDCs, since there is a ready-made pipeline of activities
(Greiner et al. 2017). Those that support the use of CERs
from emissions reductions achieved prior to 2020 for

use toward achieving NDCs suggest that the timing of the
reductions would in theory not affect cumulative emissions
over time, insofar as the CERs are additional. This would
presumably require that the availability of CERs was taken
into account when Parties set their NDC targets, and that
they are accordingly more ambitious than they would
have otherwise been.

Several options have been put forward to limit the eligibility
of the Kyoto Protocol mechanisms, including precluding or
limiting the types of CERs, projects, and/or programmes

of activities and/or geographies, vintages of CERs, crediting
period, and discounting credits, among other ideas (Greiner
et al. 2017). There is also a question regarding double
claiming with 2020 targets, and some have accordingly
proposed requiring transferring countries to apply
corresponding adjustments (Schneider et al. 2017).

The ambition of the NDCs themselves could be
compromised if, for example, CERs flood the market and
do not provide an adequate signal for post-2020 emissions
reduction. The emissions reductions underlying the CERs
would occur regardless, because these were generated in
the absence of a price signal as the market is completely
oversupplied. Large volumes of pre-2020 units exist, which
could make the already insufficient NDCs even easier to
meet, and less action would be required to meet them,
diluting mitigation. Furthermore, these older emissions
reductions have already been achieved and are reflected in
Parties’ national inventories but risk being used toward new
post-2020 NDCs, undermining the NDCs’ effectiveness in
reducing emissions. There is also a concern that continuing
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Kyoto Protocol mechanisms or units will perpetuate
regional distortions of financial benefits already seen by the
mechanisms, where certain countries benefited much more
than others. Those arguing for greater applicability of Kyoto
mechanisms (either in terms of rules, units, or activities) to
the Paris Agreement would suggest that the continuation of
current emissions reduction projects, investor confidence,
signals to early movers, and ability to serve new demand
is at stake.

Article 6, paragraphs 4 and 6 state that a “share of proceeds”
from the Article 6.4 mechanism will cover administrative
expenses, as well as assist vulnerable developing
countries to meet the costs of adaptation. This is akin

to an international tax on mitigation outcomes created
through the mechanism (Michaelowa, Greiner, et al.
2019). There is a precedent under the Kyoto Protocol’s
CDM in which a share of proceeds was set aside for
administrative purposes and to support the Adaptation
Fund (Michaelowa, Greiner, et al. 2019). The Doha
Amendment (Decision 1/CMP.8), not yet entered into
force, extended the levy to the other Kyoto mechanisms;
some argue this sets a precedent for extending the share of
proceeds to all carbon market mechanisms. In a similar
vein, the Paris Agreement introduced a share of proceeds
to support adaptation activities as well as to cover

the costs to administer the mechanism.

While the share of proceeds is explicitly referenced in
Article 6.4, the Paris Agreement is silent regarding a share
of proceeds for cooperative approaches referenced under
Article 6.2. Parties have not come to an agreement on
whether a share of proceeds would also apply to Article 6.2
activities. There are two primary arguments cited for
applying a share of proceeds to Article 6.2. First, some
Parties have argued that if a share of proceeds only applies
to Article 6.4 activities, it would disadvantage 6.4 activities
in the marketplace relative to cooperative approaches under
Article 6.2. Second, some Parties have also pointed out that
adaptation is significantly underfinanced, and applying

a share of proceeds more broadly is critical for financing
adaptation and creating predictability and sustainability
for the Adaptation Fund (Michaelowa, Greiner,

et al. 2019).
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Parties that do not support applying a share of proceeds
to Article 6.2 argue that the Paris Agreement simply does
not have a provision for this, and therefore claim there is
no legal mandate for doing so. Others have countered this
argument by saying that the Paris Agreement’s silence
on the topic does not necessarily mean there is no basis
for applying a share of proceeds to Article 6.2. Those

not in favor of this also state that it would be technically
challenging to apply a share of proceeds to linked
emissions trading schemes. However, some experts have
suggested that technical challenges could be overcome
(Michaelowa, Greiner, et al. 2019). Some also cite legal
challenges given the issue’s lack of explicit reference

in Article 6.2.

In addition to applicability, other technical questions
remain: these include, for example, how the share

of proceeds will be operationalized under Article 6.4
(and under Article 6.2 to the extent deemed relevant),
including what percentage should be used to apply

a share of proceeds; how the money collected will be used;
how often and when the share of proceeds will be levied;
how credits will be converted into revenues; and how
much of the proceeds would be monetary versus in-kind
(Michaelowa, Greiner, et al. 2019).

All Parties agree on the importance of continued and stable
sources of adaptation funding. However, the volume of
funding to be generated by Article 6 for adaptation is at
stake. The carbon market has historically been a source
of adaptation financing. Some argue that if the application
of share of proceeds is limited to Article 6.4, then the
Article 6.4 mechanism is disadvantaged relative to 6.2.
These Parties do not interpret silence in Article 6.2

as limiting Parties’ ability to include provisions in the
guidance. Other Parties view the application of the share
of proceeds in 6.2 as not in line with the Paris Agreement
or as an unnecessary link between adaptation funding
and market-based transactions.

Article 6.4 stipulates that the mechanism is to deliver an
“overall mitigation in global emissions” (often referenced
as OMGE). For some Parties, overall mitigation in global
emissions could mean that some of the credits generated
under Article 6.4 are not used toward any Party’s NDC,
resulting in a net global decrease in emissions rather
than simply a transfer of emissions reductions (Gao et al.
2019). Such credits would also not be used for other



compliance purposes, such as the ICAO’s CORSIA scheme
(Schneider et al. 2018). For example, if 10 metric tons

of CO_e emissions reductions were generated through the
Article 6.4 mechanism, some percentage of that would
be set aside and not be available for use by any Party.
Accordingly, the mechanism will not simply be an offsetting
tool, in which emissions reductions are transferred from
one Party to another with no guarantee of additional
emissions cuts beyond the NDCs, but rather a tool that
contributes to further abatement (Schneider et al. 2018;
Howard 2018). Some have stated that this additional
mitigation benefit could increase the acceptability of
offsets, given that they could result in greater emissions
reductions (Schneider and Warnecke 2019).

The definition of overall mitigation in global emissions is
still contested, but establishing it will help determine the
options for how this concept is operationalized. Additionally,
similar to the share of proceeds, Parties are primarily
divided on whether overall mitigation in global emissions
applies only to Article 6.4, where it is directly referenced in
the Paris Agreement, or to Article 6.2 approaches as well.
Some Parties argue that the Agreement clearly stipulates
that overall mitigation in global emissions pertains only

to Article 6.4, since it is only referenced in that paragraph.
Again, other Parties counter this by stating that the
Agreement’s silence on the applicability to Article 6.2

does not translate to no application and does not preclude
application to 6.2. Those calling for an overall mitigation
in global emissions to be applied to activities under

both Article 6.2 and 6.4 cite several benefits, including
ensuring ambition of Article 6 as a whole, as well as not
disadvantaging Article 6.4 activities in the marketplace
(Schneider et al. 2018; Schleussner et al. 2018). Proponents
also argue that this is the most direct way to get Article 6
to actually deliver higher mitigation ambition. Some also
suggest that more mitigation will be achieved domestically if
overall mitigation in global emissions is applied to the whole
of Article 6 (Schleussner et al. 2018). Those not in favor of
applying overall mitigation in global emissions to Article 6.2
argue that it could lead to market distortions and

higher costs.

In addition to whether the overall mitigation in global
emissions is pertinent to all Article 6 activities or just those
related to 6.4, the specific mechanism for operationalizing
this concept has yet to be determined. The mechanics
considered in the literature include, for example, discounts,
cancellations, provisions for conservative baselines, and
shortened crediting periods, among others (Schneider et al.

2018; Gao et al. 2019; Wang-Helmreich et al. 2019). In
addition to how overall mitigation is delivered, Parties have
yet to agree on when it will be delivered; that is, at issuance,
transfer, or use toward an NDC (Gao et al. 2019). Parties
also have yet to agree on how many units are applicable
to the provision on overall mitigation in global emissions.
Some note that credit prices will rise as a greater share of
credits is used for the overall mitigation in global emissions.
However, a recent study has found that higher credit prices
will lead to an increase in net revenues and in the level of
emissions reduction in transferring countries (Schneider
et al. 2018). A follow-up study goes on to state that the
higher credit prices can help finance more costly mitigation
action, which can lead to greater ambition in the longer
run (Schneider and Warnecke 2019).

At stake is the opportunity to use Article 6 to raise
ambition. Also, some would argue that limiting overall
mitigation in global emissions to Article 6.4 will
disadvantage that mechanism.

The governance of the Article 6.4 mechanism is relatively
clear with respect to establishing a Supervisory Body, with
the acknowledgement that details on its composition and
rules of procedure still need to be agreed on. However, the
governance of Article 6.2 has been a subject of controversy,
with some calling for centralized governance that is as
stringent as that for Article 6.4. Others seemed to have
reached middle ground at Katowice, agreeing instead to
ensure the functions related to governance for Article 6.2
are clearly defined.

Another key outstanding issue related to governance

is the review process. The reporting and review cycle
requires initial and regular reports to be filed, providing
transparency with regard to a Party’s fulfillment of
Article 6.2’s requirements for participation. Review
teams play a particularly important role with respect to
governance. Parties are wary of duplication and onerous
requirements for submitting information. Many feel that
the Article 13 review team has a clear mandate elaborated
in the Article 13 modalities, procedures, and guidelines as
it relates to review of Parties’ biennial transparency reports
and inventories. The guidance for the Article 6 review team
is not yet elaborated and remains an area of negotiation.
Many Parties regard these review teams as distinct and
performing different roles.
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WHAT REMAINING ISSUES DO PARTIES NEED TO AGREE ON?

Parties have yet to agree on the governance of Article 6.2.
In addition, Parties have not yet agreed on the role and
form of the Article 6 review team vis-a-vis the Article 13
review team, or the coordination between these teams, as
well as the timing of reviews. It is expected that the Article 6
review would be separate from the Article 13 review given
the need to review initial and regular reports and assess
the corresponding adjustments.

WHAT'S AT STAKE?

If the roles of the review teams and the timing of the
reviews are not resolved now, there could be market
activity that is not reviewed for many years, and there
could be pressure from early market participants for
certain governance features that would facilitate a faster
start. Any discrepancies in participation requirements
or corresponding adjustments would be picked up
years too late and the consequences of such a situation
remain unclear. This would impact the credibility of
the carbon market and could undermine the ability

of Article 6 to deliver emissions reductions.

7. Reporting of Article 6 and Link with
Reporting under Article 13's Enhanced
Transparency Framework

WHAT IS THE ISSUE IN A NUTSHELL?

While Parties did not finalize negotiations pertaining

to Article 6 at COP24, they did agree to an enhanced
transparency framework. Under the reporting
requirements, there is a provision (paragraph 77(d) of
the Annex to 18/CMA.1) that each Party must provide
information in a structured summary, the format of
which is currently under negotiation and expected to

be concluded by COP26, including information on the
use of ITMOs (see Box 1). The CMA noted that information
provided in a structured summary referred to in paragraph
77(d) is “without prejudice” to Article 6 outcomes. In
addition, there will be reporting requirements under
Article 6 that have yet to be agreed on.

Box 1 | Paragraph 77(d) of the Enhanced Transparency Framework (of the Annex to 18/CMA.1)

Each Party that participates in cooperative approaches that involve the use of internationally transferred mitigation outcomes toward a nationally determined
contribution (NDC) under Article 4, or authorizes the use of mitigation outcomes for international mitigation purposes other than achievement of its NDC, shall also
provide the following information in the structured summary consistently with relevant decisions adopted by the Conference of the Parties serving as the meeting

of the Parties to the Paris Agreement (CMA) on Article 6:

B The annual level of anthropogenic emissions by sources and removals by sinks covered by the NDC on an annual basis reported biennially;

®  Anemissions balance reflecting the level of anthropogenic emissions by sources and removals by sinks covered by its NDC adjusted on the basis of

corresponding adjustments undertaken by effecting an addition for internationally transferred mitigation outcomes first-transferred/transferred and
a subtraction for internationally transferred mitigation outcomes used/acquired, consistent with decisions adopted by the CMA on Article 6;

Any other information consistent with decisions adopted by the CMA on reporting under Article 6;

Information on how each cooperative approach promotes sustainable development; and ensures environmental integrity and transparency, including in
governance; and applies robust accounting to ensure inter alia the avoidance of double counting, consistent with decisions adopted by the CMA on Article 6.
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Parties have yet to agree on what additional reporting
requirements would be needed on top of those included
in paragraph 77(d). Some have argued that much more
information is needed, while others say that current
requirements are sufficient.

A major point of contention is the scope of the applicability
of paragraph 77(d). The wording specifically focuses on
ITMOs. One question that has surfaced is whether and when
credits created under the Article 6.4 mechanism become
ITMOs, and in turn whether and when this guidance would
apply to Article 6.4 transfers. This issue is connected to the
above-mentioned issue on when corresponding adjustments
are required, including for Article 6.4 (see p. 14). Some
argue that this reporting should be undertaken whenever
a transfer is used toward an NDC, since it would require

a corresponding adjustment; others argue that Article 6.4
emissions reductions are not subject to a corresponding
adjustment and, accordingly, should not be subject to such
reporting provisions.

Additionally, given that paragraph 77(d) was agreed
“without prejudice” to Article 6 outcomes, Parties disagree
about the extent to which its provisions can be reopened
and renegotiated (Marcu and Rambharos 2019). Some
argue that it can all be renegotiated, since Article 6 is only
now being finalized. Given the specificity of reporting
(i.e., annual reporting, corresponding adjustments for the
first transferred/transferred ITMOs), some Parties have
noted that if paragraph 77(d) is not subject to amendment,
it could prejudge remaining decisions under Article 6
(Unger 2019). Others suggest that paragraph 77(d) has
already been concluded and, accordingly, whatever is
agreed on Article 6 should be able to accommodate the
reporting under paragraph 77(d). It is important to note
that 77(d) is about reporting only and in no way obligates
a Party to do accounting. While some Parties feel that
77(d) is sufficient, most Parties feel it does not go far
enough and only covers reporting.

The primary issue at stake is the level of transparency
of Article 6 transfers. It has yet to be determined what
Parties will need to report under both Article 6.2 and 6.4,
how often, and in what format(s).

Effective rules are essential to avoid Article 6 undermining
the Paris Agreement, and rules that undermine countries’
commitments are worse than no rules. It is expected that
a work programme will be designed to allow for some issues
to be worked out among technical experts, and accordingly,
not every detail will be finalized at COP25. Potential
solutions are on the table, but negotiators’ goodwill is
needed to overcome differences.

Studies have shown that if designed well, Article 6 has the
potential to contribute to the Paris Agreement’s goals at

a lower cost compared to reliance on the domestic market.
Article 6 can also provide significant incentive for private
sector investment in various countries, and could help some
countries leapfrog their technological development. These
achievements can only be realized, however, if the market
is efficient, credible, and reliable.

Depending on how these issues are resolved in the
negotiations, Article 6 could either deliver this ambition
or fail dismally. There are many critical issues at stake,
including double counting, whether emissions reductions
will be additional, and whether increased ambition will
be delivered, incentivized, or reduced.

There exists a significant emissions gap between where
emissions are headed versus where they need to be to avoid
the worst climate impacts. Article 6 must aid — rather than
undermine — the ambition and environmental integrity of
the Paris Agreement and countries’ commitments under it.
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Emissions intensity targets are framed as a percentage reduction
in emissions intensity (GHG per unit of output, typically GDP) to be
achieved relative to base year emissions intensity.

See Schneider et al. (2017) for more information.



Additionality: The idea that emissions reductions should produce additional
abatement compared with a reference scenario of emissions reductions that
would have occurred in the absence of the market-based mechanism.

Article 6.4 emissions reduction: An emissions reduction generated
from the Article 6.4 mechanism. It is to be real, measurable, and perma-
nent and measured as a ton of carbon dioxide equivalent (CO,g) calculated
consistently with the methodologies and common metrics assessed by the
Intergovernmental Panel on Climate Change.

Business-as-usual (BAU) scenario: A reference case that represents
future events or conditions most likely to occur as a result of implemented
and adopted policies and actions.

Double counting: An instance in which the same mitigation outcome is

counted toward the NDC of more than one Party (or other compliance scheme).

Double use: Aninstance in which the same carbon credits are counted twice
toward achieving mitigation targets or goals, including toward NDCs and non-
UNFCCC schemes.

Double claiming: An instance in which the same emissions reduction or
removal is claimed by two different countries or entities toward achieving
climate change mitigation goals. This occurs if a country claims the credit
of emissions reductions in its inventory, for instance, and the reductions
are also claimed by the country or entity using the carbon credit (i.e, no
corresponding adjustment is undertaken).

Emissions reductions: A reduction in GHG emissions relative to a base
year or baseline scenario.

Environmental integrity: Possible definitions include ensuring that interna-
tional transfers do not lead to a situation in which aggregate actual emissions
exceed the aggregate target level; that aggregated global emissions are no
higher as compared to a situation where the transfers did not take place;
and that international transfers lead to a decrease in global GHG emissions
as compared to a situation where the transfers did not take place (Schneider
et al. 2018).

ITMO: A mitigation outcome resulting from cooperative approaches under
Article 6.2, which are internationally transferred and authorized for use
toward NDCs, or authorized for international mitigation purposes other than
NDC achievement.

Multi-year target: A goal or commitment designed to achieve emissions
reductions (or reduction in emissions intensity) over several years of
a target period.

Single-year target: A goal or commitment designed to achieve reduction
in emissions (or emissions intensity) by a single target year.

WORKING PAPER | December 2019 | 23



American Carbon Registry. 2019. “Guidelines on Avoiding Double Counting
for the Carbon Offsetting and Reduction Scheme for International Aviation."
https://americancarbonregistry.org/carbon-accounting/guidance-tools-
templates/guidelines-for-adc-with-corsia-june-2019.pdf.

Biniaz, S. 2017. “ICAQ'S CORSIA and the Paris Agreement: Cross Cutting
Issues." www.c2es.org/site/assets/uploads/2017/10/icaos-corsia-paris-
agreement-cross-cutting-issues.pdf.

CCAP (Center for Clean Air Policy). 2018. “ITMOs Outside the NDC:
Safeguarding and Encouraging Ambition." Working Paper. Washington,
DC: Center for Clean Air Policy. https://ccap.org/assets/2018-11-19-ITMOs-
Outside-NDCs-Safeguarding-Ambition-CCAP-Working-Paper.pdf.

Climate Watch. 2019. (Database.) “NDC Content." www.climatewatchdata.org/
ndcs-content. Accessed November 2019,

Gao, S, M.-Y. Li, M.-S. Duan, and C. Wang. 2019. “International Carbon Markets
under the Paris Agreement: Basic Form and Development Prospects.”
Advances in Climate Change Research10 (1): 21-29. https://doi.org/10.1016/j.
accre.2019.03.001.

EDF (Environmental Defense Fund). 2018. “Q&A on Accounting for Transfers
from ‘Outside’ of NDCs under Article 6 of the Paris Agreement to Avoid
Double Counting." www.edf.org/sites/default/files/documents/non_NDC_
accounting_QA.pdf.

Greiner, S, A. Howard, T. Chagas, and T. Hunzai. 2017. "CDM Transition to
Article 6 of the Paris Agreement." www.climatefocus.com/sites/default/files/
CDM%20Transition%200ptions%20Report%20v2.0.pdf.

Hood, C. 2019. “Completing the Paris ‘Rulebook’: Key Article 6 Issues.” www.c2es.
org/site/assets/uploads/2019/04/completing-the-paris-rulebook.pdf.

Hood, C., and C. Soo. 2017, "Accounting for Mitigation Targets in Nationally
Determined Contributions under the Paris Agreement.” Climate Change
Expert Group Paper No. 2017/5. Paris: Organisation for Economic Co-
operation and Development. www.oecd-ilibrary.org/docserver/63937a2b-en.
pdf?expires=1574452889&id=id&accname=guest&checksum=AIEFOD00906
99D9FD8B7984D15D35CFO.

2 WORLD RESOURCES INSTITUTE

Howard, A. 2018. “Incentivizing Mitigation: Using International Carbon Markets
to Raise Ambition." www.carbon-mechanisms.de/fileadmin/media/dokumente/
Publikationen/Studie/Studie_2018_KoruClimate_Incentivizing.pdf.

ICAQ (International Civil Aviation Organization). 2019, "CORSIA Emissions
Unit Eligibility Criteria." www.icao.int/environmental-protection/CORSIA/
Documents/ICA0%20document%2009.pdf.

La Hoz Theuer, S., L. Schneider, and D. Broekhoff. 2019. When Less Is More:
Limits to International Transfers under Article 6 of the Paris Agreement,
Climate Policy 19 (4): 401-13. https://doi.org/10.1080/14693062.2018.1540341.

Lo Re, L, J. Ellis, M. Vaidyula, and A. Prag. Forthcoming. “DRAFT: Designing
the Article 6.4 Mechanism: Assessing Selected Baseline Approaches and
Their Implications.” Paris.

Lo Re, L, and M. Vaidyula. 2019. “Draft: Analysing Key Technical Issues
for Markets Negotiations under Article 6 of the Paris Agreement.” Draft
document prepared for the Climate Change Expert Group Global Forum,
Paris, March 26-27.

Marcu, A, and C. Sinha. 2019. “Possible Interpretation of Brazil's Position
on Article 6.4 and Corresponding Adjustments.” https://ercst.org/mdocs-
posts/possible-interpretation-of-brazils-position-on-article-6-4-and-
corresponding-adjustments.

Marcu, A., and M. Rambharos. 2019. “Rulebook for Article 6 in the Paris
Agreement: Takeaway from the COP24 Qutcome.” https://ercst.org/wp-
content/uploads/2019/02/Rulebook-for-Article-6-in-the-Paris-Agreement-
Takeaway-from-the-COP-24-outcome.pdf.

Michaelowa, A, L. Hermwille, W. Obergassel, and S. Butzengeiger. 2019.
“Additionality Revisited: Guarding the Integrity of Market Mechanisms under
the Paris Agreement.” Climate Policy 19 (10): 1211-24. https://doi.org/10.1080/14
693062.2019.1628695.

Michaelowa, A, S. Greiner, A, Espelage, S. Hoch, and N. Kramer. 2019,
“Operationalizing the Share of Proceeds for Article 6.”
www.climatefinanceinnovators.com/wp-content/uploads/2019/06/
Operationalizing-the-SoP_web.pdf.


https://americancarbonregistry.org/carbon-accounting/guidance-tools-templates/guidelines-for-adc-with-corsia-june-2019.pdf
https://americancarbonregistry.org/carbon-accounting/guidance-tools-templates/guidelines-for-adc-with-corsia-june-2019.pdf
https://www.c2es.org/site/assets/uploads/2017/10/icaos-corsia-paris-agreement-cross-cutting-issues.pdf
https://www.c2es.org/site/assets/uploads/2017/10/icaos-corsia-paris-agreement-cross-cutting-issues.pdf
https://ccap.org/assets/2018-11-19-ITMOs-Outside-NDCs-Safeguarding-Ambition-CCAP-Working-Paper.pdf
https://ccap.org/assets/2018-11-19-ITMOs-Outside-NDCs-Safeguarding-Ambition-CCAP-Working-Paper.pdf
https://www.climatewatchdata.org/ndcs-content
https://www.climatewatchdata.org/ndcs-content
https://doi.org/10.1016/j.accre.2019.03.001
https://doi.org/10.1016/j.accre.2019.03.001
https://www.edf.org/sites/default/files/documents/non_NDC_accounting_QA.pdf
https://www.edf.org/sites/default/files/documents/non_NDC_accounting_QA.pdf
https://www.climatefocus.com/sites/default/files/CDM%20Transition%20Options%20Report%20v2.0.pdf
https://www.climatefocus.com/sites/default/files/CDM%20Transition%20Options%20Report%20v2.0.pdf
https://www.c2es.org/site/assets/uploads/2019/04/completing-the-paris-rulebook.pdf
https://www.c2es.org/site/assets/uploads/2019/04/completing-the-paris-rulebook.pdf
https://www.oecd-ilibrary.org/docserver/63937a2b-en.pdf?expires=1574452889&id=id&accname=guest&checksum=A1EF0D0090699D9FD8B7984D15D35CF0
https://www.oecd-ilibrary.org/docserver/63937a2b-en.pdf?expires=1574452889&id=id&accname=guest&checksum=A1EF0D0090699D9FD8B7984D15D35CF0
https://www.oecd-ilibrary.org/docserver/63937a2b-en.pdf?expires=1574452889&id=id&accname=guest&checksum=A1EF0D0090699D9FD8B7984D15D35CF0
https://www.carbon-mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/Studie_2018_KoruClimate_Incentivizing.pdf
https://www.carbon-mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/Studie_2018_KoruClimate_Incentivizing.pdf
https://www.icao.int/environmental-protection/CORSIA/Documents/ICAO%20document%2009.pdf
https://www.icao.int/environmental-protection/CORSIA/Documents/ICAO%20document%2009.pdf
https://doi.org/10.1080/14693062.2018.1540341
https://ercst.org/mdocs-posts/possible-interpretation-of-brazils-position-on-article-6-4-and-corresponding-adjustments
https://ercst.org/mdocs-posts/possible-interpretation-of-brazils-position-on-article-6-4-and-corresponding-adjustments
https://ercst.org/mdocs-posts/possible-interpretation-of-brazils-position-on-article-6-4-and-corresponding-adjustments
https://ercst.org/wp-content/uploads/2019/02/Rulebook-for-Article-6-in-the-Paris-Agreement-Takeaway-from-the-COP-24-outcome.pdf
https://ercst.org/wp-content/uploads/2019/02/Rulebook-for-Article-6-in-the-Paris-Agreement-Takeaway-from-the-COP-24-outcome.pdf
https://ercst.org/wp-content/uploads/2019/02/Rulebook-for-Article-6-in-the-Paris-Agreement-Takeaway-from-the-COP-24-outcome.pdf
https://doi.org/10.1080/14693062.2019.1628695
https://doi.org/10.1080/14693062.2019.1628695
https://www.climatefinanceinnovators.com/wp-content/uploads/2019/06/Operationalizing-the-SoP_web.pdf
https://www.climatefinanceinnovators.com/wp-content/uploads/2019/06/Operationalizing-the-SoP_web.pdf

Schleussner, C.-F, C. Fyson, and B. Hare. 2018, "Beyond Offsets? Market
Mechanisms under the Paris Agreement” (blog). December 7.
https://climateanalytics.org/blog/2018/the-importance-of-the-paris-
agreements-article-64-on-market-mechanism.

Schneider L., J. Fiissler, and M. Herren. 2014, “Crediting Emission Reductions
in New Market Based Mechanisms — Part I: Additionality Assessment &
Baseline Setting without Pledges.” https://www.infras.ch/media/filer_public/

Te/e3/1ee3a285-620d-4a45-9c1b-845927280ffa/b2459a_nmm-fva_ partii.pdf,

Schneider, L., D.J. Broekhoff, M. Cames, J. Fussler, and S. La Hoz Theuer. 2017.
“Robust Accounting of International Transfers under Article 6 of the Paris
Agreement." Discussion Paper, German Emissions Trading Authority, Berlin.
https://pdfs.semanticscholar.org/9dab/143e707962e8e8c5650d16ee566a06
12e450.pdf.

Schneider, L, and S. La Hoz Theuer. 2017. Using the Clean Development
Mechanism for Nationally Determined Contributions and International
Aviation. Stockholm: Stockholm Environment Institute. www.sei-
international.org/mediamanager/documents/SEI-PR-2017-Using-the-Clean-
Development-Mechanism.pdf.

Schneider, L, and S. La Hoz Theuer. 2018. “Environmental Integrity of
International Carbon Market Mechanisms under the Paris Agreement.”
Climate Policy 19 (3): 386-400. https://doi.org/10.1080/14693062.2018.1521332.

Schneider, L, S. La Hoz Theuer, A. Howard, K. Kizzier, and M. Cames. 2019.
“Outside in? Using International Carbon Markets for Mitigation Not Covered
by Nationally Determined Contributions (NDCs) under the Paris Agreement.”
Climate Policy.

Schneider, L, and C. Warnecke. 2019. "How Could the Concept of an ‘Overall
Mitigation in Global Emissions' (OMGE) be Operationalized under the Paris
Agreement?” https://newclimate.org/2019/06/21/how-could-the-concept-of-
an-overall-mitigation-in-global-emissions-omge-be-operationalized-under-
the-paris-agreement.

Schneider, L., C. Warnecke, T. Day, and A. Kachi. 2018. “Operationalizing

an ‘Overall Mitigation in Global Emissions' under Article 6 of the Paris
Agreement." Berlin/Cologne: New Climate Institute. https://newclimate.org/
wp-content/uploads/2018/11/0perationalising-OMGE-in-Article6.pdf.

Spalding-Fecher, R. n.d. "Article 6.4 Crediting Outside of NDC Commitments
under the Paris Agreement: Issues and Options." Policy Briefing. Oslo: Carbon
Limits AS. www.energimyndigheten.se/contentassets/2600659ecfab4ec995
b835a4¢99d75fb/spalding-fecher_crediting-outside-ndcs---final-report.pdf.

UNEP (United Nations Environment Programme). 2018. Emissions Gap Report
2018. Nairobi: UNEP. http://wedocs.unep.org/bitstream/handle/20.500.11822/
26895/EGR2018_FullReport_EN.pdf?sequence=1&isAllowed=y.

UNFCCC (United Nations Framework Convention on Climate Change). 2018.
“Preparations for the Implementation of the Paris Agreement and the First
Session of the Conference of the Parties Serving as the Meeting of the
Parties to the Paris Agreement.” Paper prepared for the Conference of the
Parties, Katowice, Poland, December 2-14. https://unfccc.int/sites/default/
files/resource/I23_0.pdf.

Unger, M. 2019. "Host Country Authorizations under Article 6 Paris
Agreement: Developments after COP24 (Katowice)." www.carbon-
mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/
Studie_2019_ATLAS_Host_Country_Authorizations_Art_6_eng.pdf.

Wang-Helmreich, H., W. Obergassel, and N. Kreibich. 2019, “Achieving Overall
Mitigation of Global Emissions under the Paris Article 6.4 Mechanism."
www.dehst.de/SharedDocs/downloads/EN/project-mechanisms/discussion-
paper_bonn-2019_1.pdf?__blob=publicationFile&v=2.

Warnecke, C., L. Schneider, T. Day, S.L.H. Theuer, and H. Fearnehough, 2019.
“Robust Eligibility Criteria Essential for New Global Scheme to Offset Aviation
Emissions." Nature Climate Change 9 (3): 218-21. https://doi.org/10.1038/
541558-019-0415-y.

WRI (World Resources Institute). 2014, “GHG Protocol Mitigation Goal
Standard." https://ghgprotocol.org/mitigation-goal-standard.

WORKING PAPER | December 2019 @ 25


https://climateanalytics.org/blog/2018/the-importance-of-the-paris-agreements-article-64-on-market-mechanism/
https://climateanalytics.org/blog/2018/the-importance-of-the-paris-agreements-article-64-on-market-mechanism/
https://www.infras.ch/media/filer_public/1e/e3/1ee3a285-620d-4a45-9c1b-845927280ffa/b2459a_nmm-fva_partii.pdf
https://www.infras.ch/media/filer_public/1e/e3/1ee3a285-620d-4a45-9c1b-845927280ffa/b2459a_nmm-fva_partii.pdf
https://pdfs.semanticscholar.org/9dab/143e707962e8e8c5650d16ee566a0612e450.pdf
https://pdfs.semanticscholar.org/9dab/143e707962e8e8c5650d16ee566a0612e450.pdf
https://www.sei-international.org/mediamanager/documents/SEI-PR-2017-Using-the-Clean-Development-Mechanism.pdf
https://www.sei-international.org/mediamanager/documents/SEI-PR-2017-Using-the-Clean-Development-Mechanism.pdf
https://www.sei-international.org/mediamanager/documents/SEI-PR-2017-Using-the-Clean-Development-Mechanism.pdf
https://doi.org/10.1080/14693062.2018.1521332
https://newclimate.org/2019/06/21/how-could-the-concept-of-an-overall-mitigation-in-global-emissions-omge-be-operationalized-under-the-paris-agreement
https://newclimate.org/2019/06/21/how-could-the-concept-of-an-overall-mitigation-in-global-emissions-omge-be-operationalized-under-the-paris-agreement
https://newclimate.org/2019/06/21/how-could-the-concept-of-an-overall-mitigation-in-global-emissions-omge-be-operationalized-under-the-paris-agreement
https://newclimate.org/wp-content/uploads/2018/11/Operationalising-OMGE-in-Article6.pdf
https://newclimate.org/wp-content/uploads/2018/11/Operationalising-OMGE-in-Article6.pdf
https://www.energimyndigheten.se/contentassets/2600659ecfa54ec995b835a4c99d75fb/spalding-fecher_crediting-outside-ndcs---final-report.pdf
https://www.energimyndigheten.se/contentassets/2600659ecfa54ec995b835a4c99d75fb/spalding-fecher_crediting-outside-ndcs---final-report.pdf
http://wedocs.unep.org/bitstream/handle/20.500.11822/26895/EGR2018_FullReport_EN.pdf?sequence=1&isAllowed=y
http://wedocs.unep.org/bitstream/handle/20.500.11822/26895/EGR2018_FullReport_EN.pdf?sequence=1&isAllowed=y
https://unfccc.int/sites/default/files/resource/l23_0.pdf
https://unfccc.int/sites/default/files/resource/l23_0.pdf
https://www.carbon-mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/Studie_2019_ATLAS_Host_Country_Authorizations_Art_6_eng.pdf
https://www.carbon-mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/Studie_2019_ATLAS_Host_Country_Authorizations_Art_6_eng.pdf
https://www.carbon-mechanisms.de/fileadmin/media/dokumente/Publikationen/Studie/Studie_2019_ATLAS_Host_Country_Authorizations_Art_6_eng.pdf
https://www.dehst.de/SharedDocs/downloads/EN/project-mechanisms/discussion-paper_bonn-2019_1.pdf?__blob=publicationFile&v=2
https://www.dehst.de/SharedDocs/downloads/EN/project-mechanisms/discussion-paper_bonn-2019_1.pdf?__blob=publicationFile&v=2
https://doi.org/10.1038/s41558-019-0415-y
https://doi.org/10.1038/s41558-019-0415-y
https://ghgprotocol.org/mitigation-goal-standard

We are pleased to acknowledge our institutional strategic partners, who
provide core funding to WRI: Netherlands Ministry of Foreign Affairs, Royal
Danish Ministry of Foreign Affairs, and Swedish International Development
Cooperation Agency.

The authors would like to thank Pankaj Bhatia, Julie Bos, Derik Broekoff, Todd
Croad, Mbaye Diagne, Cynthia Elliott, Luiz de Andrade Filho, Jason Funk, Felipe
de Leon, Pedro Martins Barata, Yuji Mizoni, Andrew Prag, Anshari Rahman,
David Rich, Katie Ross, Lambert Schneider, Frances Seymour, Neelam Singh,
and David Waskow for their thoughtful reviews. We also are grateful to Lauri
Scherer and Romain Warnault for support during the editorial process and
Soapbox Communications for their typesetting.

This project is part of the International Climate Initiative (IKI). The Federal
Ministry for the Environment, Nature Conservation and Nuclear Safety
(BMU) supports this initiative on the basis of a decision adopted by the
German Bundestag.

On behalf of:
% Federal Ministry
4N for the Environment, Nature Conservation

and Nuclear Safety

of the Federal Republic of Germany

26 WORLD RESOURCES INSTITUTE



Making Sense of Article 6: Key Issues and What's at Stake

WORKING PAPER | December 2019 | 27



Kelly Levin is a senior associate with WRI's global climate program.

She focuses her work on supporting countries in the design and tracking
of climate commitments, as well as planning for long-term transitions
associated with decarbonization. Levin closely follows the negotiations
under the UN Framework Convention on Climate Change.

Contact: klevin@wri.org

Kelly Kizzier is the Associate Vice President for International Climate at
Environmental Defense Fund, where she leads work to promote ambitious
and effective global climate action in multilateral forums including the UN
Framework Convention on Climate Change, the International Civil Aviation
Organization, and the International Maritime Organization.

Contact: kkizzier@edf.org

Mandy Rambharos is the Head of Climate Change and Sustainable
Development for Eskom Holdings, South Africa’s state-owned power utility,
where she leads policy and strategy development for the utility in the fields
of climate change and sustainable development. Rambharos is a negotiator
for South Africa on Article 6 of the Paris Agreement.

Contact: RambhaM@eskom.co.za

World Resources Institute is a global research organization that turns big
ideas into action at the nexus of environment, economic opportunity, and
human well-being.

Our Challenge

Natural resources are at the foundation of economic opportunity and human
well-being. But today, we are depleting Earth's resources at rates that are
not sustainable, endangering economies and people’s lives. People depend
on clean water, fertile land, healthy forests, and a stable climate. Livable cit-
ies and clean energy are essential for a sustainable planet. We must address
these urgent, global challenges this decade.

Our Vision

We envision an equitable and prosperous planet driven by the wise manage-
ment of natural resources. We aspire to create a world where the actions of
government, business, and communities combine to eliminate poverty and
sustain the natural environment for all people.

Our Approach

COUNTIT

We start with data. We conduct independent research and draw on the lat-
est technology to develop new insights and recommendations. Our rigorous
analysis identifies risks, unveils opportunities, and informs smart strategies.
We focus our efforts on influential and emerging economies where the
future of sustainability will be determined.

CHANGEIT

We use our research to influence government policies, business strategies,
and civil society action. We test projects with communities, companies,

and government agencies to build a strong evidence base. Then, we work
with partners to deliver change on the ground that alleviates poverty and
strengthens society. We hold ourselves accountable to ensure our outcomes
will be bold and enduring.

SCALEIT

We don't think small. Once tested, we work with partners to adopt and
expand our efforts regionally and globally. We engage with decision-makers
to carry out our ideas and elevate our impact. We measure success through
government and business actions that improve people’s lives and sustain

a healthy environment.

@creative
commons

WORLD RESOURCES INSTITUTE

Copyright 2019 World Resources Institute. This work is licensed under the Creative Commons Attribution 4.0 International License.
To view a copy of the license, visit http://creativecommons.org/licenses/by/4.0/

10 G Street, NE | Washington, DC 20002 | www.WRI.org



	_Hlk25268986
	_Hlk21362495
	_Hlk25269199
	_Hlk25269208
	_Hlk25269220
	_Hlk25269303
	_Hlk25269533
	_Hlk25269844
	_Hlk25270558
	_Hlk25270587
	_Hlk24629008
	_GoBack
	_Hlk25271448
	_Hlk25271682
	_Hlk25273403

