
 

Understanding and Implemen0ng Ar0cle 6 of the Paris Agreement 

1.0 The Road to Ar/cle 6  
The role of market and non-market based mechanisms to promote cost-effec6ve greenhouse gas (GHG) 
mi6ga6on has long been recognized and tested in different contexts. Interna6onally, the Kyoto Protocol’s 
market mechanisms; such as emissions trading, the Clean Development Mechanism (CDM) and Joint 
Implementa6on (JI) have delivered large volumes of emission reduc6ons and non-market mechanisms such 
as carbon pricing instruments or carbon taxes, are also increasingly being u6lized in a growing number of 
countries to reduce emissions.    1

Ar6cle 6 of the Paris Agreement has its origins in the discussions around how to enhance climate ac6on 
with the use of these various approaches. It was first introduced in the Bali Ac6on Plan (2007) , and 2

con6nued maturing through the Copenhagen Accord (2009) , the Cancun Agreements (2010) , and the Ad 3 4

Hoc Working Group on the Durban PlaYorm for Enhanced Ac6on (2011)  under the United Na6ons 5

Framework Conven6on on Climate Change (UNFCCC). The debate was for more ambi6ous and inclusive 
mi6ga6on ac6on whereby both developed and developing countries could par6cipate in achieving the 
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Key Take Away Messages

• Clear and internaXonally agreed rules for implementaXon under ArXcle 6 have not yet been 
agreed and much effort is needed to conclude.  

• However, ArXcle 6 provides substanXal laXtude to ParXes to implement cooperaXve 
approaches, which enable them to start piloXng and experimenXng iniXaXves to undertake 
internaXonally transferred miXgaXon outcomes (ITMOs).  

• Clear and transparent disclosure of key environmental integrity approaches employed under 
cooperaXve approaches, and robust MRV and accounXng procedures will be important 
elements of ensuring that early movers on ArXcle 6 implementaXon have their acXviXes 
recognized under future modaliXes and procedures that may be adopted by the Conference 
of the ParXes serving as the MeeXng of the ParXes to the Paris Agreement  (CMA). 
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ul6mate objec6ve of the Conven6on; deliver the least cost emission reduc6ons, and increase mi6ga6on 
ambi6on. 

By 2015, it was far from certain at COP 21 in Paris whether interna6onal market and non-market based 
approaches would make their way into the final agreement.  The debate centred on how these 6

approaches, for example emissions trading, could raise the level of ambi6on globally and contribute to the 
accomplishment of countries’ emission reduc6on goals and objec6ves.  

Ar6cle 6 of the adopted Paris Agreement  represents the culmina6on of nego6a6ons around a “bobom 7

up” interna6onal architecture that could include the United States and developing countries as an 
alterna6ve to the Kyoto Protocol and its “top down” system. Ar6cle 6 recognizes that interna6onally 
transferred mi6ga6on outcomes (ITMOs) will con6nue to play a role in achievement of global emission 
reduc6on objec6ves under the UNFCCC and provides wide la6tude to countries in how they choose to 
engage on “coopera6ve agreements” in the pursuit of their Na6onally Determined Contribu6ons (NDCs).  

Coopera6ve approaches under Ar6cle 6 enable countries to work together to reduce GHG emissions in a 
cost-effec6ve and mutually beneficial manner. Before the Paris Agreement, the most common framework 
used to accomplish this has been through interna6onally linked emissions trading systems (ETS) and offset 
programs (such as the Clean Development Mechanism - CDM). Historically, these systems were 
implemented in such a way that developed countries (as defined in Annex 1 of the Kyoto Protocol) 
purchased Cer6fied Emission Reduc6ons (CERs) from the CDM or Emission Reduc6on Units (ERUs) under 

 See Benito (2018) for an account on the history of ArXcle 6: h?ps://ecbi.org/sites/default/files/ArXcle%206%20Final_0.pdf6
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Ar.cle 6 Basics

Key elements of Ar.cle 6 of the Paris Agreement  
• Acknowledges that parXes may engage in “cooperaXve approaches” towards 

achievement of their NaXonally Determined ContribuXons (NDCs) on a voluntary basis.  
• (ArXcle 6.2) Requires that ParXes using ITMOs promote sustainable development, ensure 

environmental integrity and transparency (including in governance), and avoid double 
counXng.  

• (ArXcle 6.4) Establishes a crediXng mechanism under the Conference of ParXes (COP) 
serving as the MeeXng of the ParXes to the Paris Agreement (CMA) to contribute to 
miXgaXon efforts and support sustainable development.  

• (ArXcle 6.4) Requires a “share of proceeds” be allocated to assist vulnerable countries in 
meeXng their costs of adaptaXon and for administraXve expenses of the new mechanism.  

• (ArXcle 6.8) Establishes a framework to promote “non-market’ approaches to sustainable 
development to promote miXgaXon and adaptaXon ambiXon in the context of NDCs. 

https://unfccc.int/sites/default/files/english_paris_agreement.pdf
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Joint Implementa6on; both programs administered by the Conference of the Par6es serving as the 
Mee6ng of the Par6es to the Paris Agreement (CMP). Under the Paris Agreement countries have 
considerably more la6tude in the paths they choose to pursue interna6onal coopera6on. However, the 
rules for the implementa6on of coopera6ve approaches and how those efforts will contribute towards or 
“count” towards achievement of Par6es’ NDCs is s6ll the subject of considerable uncertainty and debate. 

More specifically, Ar6cle 6 contains two market-based mechanisms. Ar6cle 6.2 focuses on Interna6onally 
Transferred Mi6ga6on Outcomes (ITMOs) to facilitate the achievement of NDCs. This depends on 
coopera6on, and countries are expected to promote sustainable development, ensure environmental 
integrity and transparency, and apply robust accoun6ng to avoid double coun6ng.  Ar6cle 6.4 is different 
as it concentrates on the genera6on of credits under the centralized authority of the CMA, through rules 
and modali6es akin to the CDM and JI under the Kyoto Protocol. As such, it is a centralized mechanism 
that would cer6fy emission reduc6ons and emit credits that can be acquired by other Par6es to use 
towards their NDC. The mechanism aims to contribute to mi6ga6on efforts and support sustainable 
development. 

Ar6cle 6.2 embodies the bobom-up spirit of the Paris Agreement and the desire of Par6es to give greater 
responsibility to par6cipa6ng countries and to enable transforma6ve and sector-based coopera6on, 
beyond single mi6ga6on projects. Guidance on repor6ng on ac6vi6es undertaken in the context of 
coopera6ve approaches (i.e. ITMOs) therefore becomes central to the achievement of the goals of the 
Paris Agreement. 

Lastly, it is important to point out that the context of Ar6cle 6 is fundamentally different to that of the 
Kyoto Protocol. The key difference is that nearly all countries in the world are Par6es to the Paris 
Agreement and have communicated a mi6ga6on target through their NDCs. For mi6ga6on ac6ons in 
sectors covered by the NDC, countries will have to decide whether to account the reduc6ons for the 
achievement of their NDC, or to authorize the transfers of those reduc6ons as ITMOs for another country 
to account for them. In short, emission reducXons cannot be counted towards the NDC of more than one 
country. This new context calls for greater government engagement in Ar6cle 6 than was the case under 
the CDM. 
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Mechanism Approach Focus of int’l 
oversight

Int’l  
supervision Certification of ERs Transparency & reporting

Article 6.2
Cooperation 
between 
countries

Transfers of 
mitigation 
outcomes

None foreseen
None foreseen at 
the int’l level

Through the Enhanced 
Transparency Framework under 
the responsibility of 
participating countries

Article 6.4 Crediting 
mechanism

Generation of 
CERs/ 
removals

Supervisory 
body to be 
designated

By a supervisory 
body to be 
designated

Centralized under the CMA and 
through the Enhanced 
Transparency Framework

Key Differences: Ar.cle 6.2 and Ar.cle 6.4



2.0 Overview of Coopera/on for GHG Mi/ga/on 
Implementa6on of Ar6cle 6 requires considera6on of a complex set of converging interna6onal and 
sovereign programs and approaches to reduce emissions. Par6es are grappling with how best to treat and 
integrate exis6ng UNFCCC administered programs such as the CDM and JI under the Kyoto Protocol, and 
the increasing number of domes6c and regional emissions trading and emission reduc6on schemes across 
the globe; and in new sectors as well, such as interna6onal avia6on. Also important to consider is the 
recent significant increase in private sector companies’ commitments to net zero targets, which has 
resulted in strong demand for voluntary credits, with 2019 hihng record highs.  8

A brief review of the instruments, schemes or ini6a6ves that involve transac6ons or transferal of emissions 
reduc6ons is presented below with a view to beber understand the context surrounding the discussions 
and implementa6on of Ar6cle 6. The review starts with the mechanisms under the Kyoto Protocol and 
includes others that were created to enhance ac6on around the world. 

 2.1 Kyoto-Protocol Mechanisms 
The Kyoto Protocol introduced the prac6ce of accoun6ng of emissions, repor6ng requirements, and 
coopera6on for transferal of reduc6ons between countries as a way to pursue na6onal GHG emission 
reduc6on commitments and achieve the ul6mate objec6ve of the Conven6on. Three mechanisms were 
created to allow Annex I Par6es to add or subtract from their allowed level of emissions (or assigned 
amount) as a way to provide flexibility to meet their reduc6on targets . The mechanisms were the Clean 9

Development Mechanism, Joint Implementa6on, and emissions trading. 

a) Clean Development Mechanism (CDM) 
The CDM is one of the op6ons available under the Kyoto Protocol that promotes coopera6on between 
Par6es. In principle, it differen6ates between those that have reduc6on targets (Annex I) from those 
without any reduc6on commitment (Non-Annex I). According to the Protocol, the mechanism aims to 
assist Annex I Par6es “in achieving compliance with their quan6fied emission limita6on and reduc6on 
commitments” and to assist Non-Annex I Par6es in achieving sustainable development and in contribu6ng 
to the ul6mate objec6ve of the Conven6on. Under the CDM, a Non-Annex I Party can host a mi6ga6on 
project and the number of emissions being reduced are cer6fied and transferred to the Annex I Party 
against a payment for the CERs, effec6vely increasing its allowable level of emissions. 

b) Joint Implementa/on (JI) 

The JI is similar to the CDM in its project-based opera6on with 2 important differences: (1) an Annex I 
Party hosts the mi6ga6on project and the credits for the emission reduc6ons go to another Annex I Party 

 Donofrio, S., P. Maguire, S. Zwick, and W. Merry (2020). State of the Voluntary Carbon Markets 2020: Voluntary carbon and the 8

Post-Pandemic Recovery. Forest Trends. 
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that purchases the credits; and, (2) the credits transferred from the host to the acquiring Party do not 
affect the total assigned amount of the receiving Party.  

c) Emissions trading 

This mechanism facilitates the redistribu6on of units among Par6es by allowing an Annex I Party to acquire 
units from or to transfer its units to another Annex I Party. The Kyoto Protocol does not regulate domes6c 
emissions trading; however, if the units used in domes6c emissions trading system (ETS) are transferred 
interna6onally or if an ETS allows the import of CERs and ERUs, then these units and credits are subject to 
the rules of Kyoto Protocol. 

The second commitment period of the Kyoto Protocol ended in 2020. Nevertheless, it is recognized that 
the CDM may s6ll have a significant role to play due to it’s ability to incen6vize investments in emission 
reduc6on projects, its value as a results-based financing tool, and its usefulness as a tool to facilitate 
coopera6on.  The CDM includes thousands of projects in over 140 countries and while the Paris 10

Agreement Ar6cle 6 rules are s6ll not defined, there are important concerns that ending CDM opera6ons 
would cause an unwelcome setback in emission reduc6on trajectories. Unfortunately, legal mechanisms 
for the way forward are unclear. At the 107th mee6ng of the CDM Execu6ve Board in October 2020, a 
decision to renew the credi6ng period past 2020 could not reached. Later, on December 16, 2020 at the 
108th mee6ng of the CDM Execu6ve Board, just 2 weeks before the official end of the second 
commitment period of the Kyoto Protocol, the Board reached a decision to apply “temporary measures” to 
maintain the CDM into 2021 and serve as a stopgap un6l countries can decide whether the mechanism 
can transi6on into the Paris Agreement and Ar6cle 6 applica6ons. The issue will be taken up again during 
the November 2021 Mee6ng of the Par6es in Glasgow. 

 UNFCCC News, “CDM has a role to play in pre- and post- 2020 world. h?ps://unfccc.int/news/cdm-has-role-to-play-in-pre-and-post-2020-10

world 
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Experience with Kyoto Mechanisms

Some features of the Kyoto mechanisms that became relevant in the discussions of Ar.cle 6: 
• The agreement on a commitment period as a defined Xme-frame to achieve a reducXon target.  

• The detailed requirements, exact procedures and defined steps for validaXon and registraXon of 
miXgaXon projects. 

• The verificaXon and cerXficaXon of emission reducXons and removals originated in projects. 

• The transferal of credits or new cerXfied units from one Party to another to support them in 
achieving their target. 

• The diverse components created for the operaXonalizaXon of the CDM: the accreditaXon of 
designated operaXonal enXXes, the registraXon of projects, the approval of methodologies for 
determining baselines and measurement of reducXons, the issuance of cerXfied emission 
reducXons, and the internaXonal transacXon log to verify transacXons of units.  

https://unfccc.int/news/cdm-has-role-to-play-in-pre-and-post-2020-world
https://unfccc.int/news/cdm-has-role-to-play-in-pre-and-post-2020-world


2.2 Linked emissions trading systems  
While pre-Paris Agreement ini6a6ves enjoyed various degrees of success, those that lead to the transfer of 
mi6ga6on outcomes between countries will require the applica6on of Ar6cle 6.2 provisions. This indeed is 
the case for the European Union Emissions Trading System (and its link with the Swiss system); as well as 
the coopera6on between California and Quebec. 

a) European Union Emissions Trading System (EU-ETS) 

The EU-ETS was the first interna6onal carbon market in the world. Launched in 2005, the EU-ETS 
remains a key tool for reducing emissions in a cost-effec6ve manner across the European Union. 
Developed within the framework provided by the Kyoto Protocol, the backbone of the EU-ETS is the 
legisla6on specifying all the components of the system and the aspects of its opera6on.  

The EU-ETS is based on limi6ng overall emissions from installa6ons covered by the system without 
prescribing the ac6ons any installa6on may take to reduce its emissions and comply with the assigned 
emissions level. Par6cipa6ng companies can buy and sell emission allowances that were either ini6ally 
assigned to them or that were bought from the market authority or from another par6cipant.  

The EU-ETS is relevant for Ar6cle 6 implementa6on given the issue of linkages between different 
emissions trading systems. The most recent update (2018) to the EU-ETS legisla6on establishes three 
basic condi6ons for linking with another system :  11

• The systems are compa6ble and part from the same principle of environmental integrity (where 1 
tonne of CO2 in one system is also 1 tone in the other system). 

• The system has a mandatory nature. 
• The system has an absolute (not rela6ve) cap on emissions.  

b) California - Quebec - Ontario 

The U.S. state of California and the Canadian provinces of Quebec and Ontario collaborated for over a 
decade to link their “domes6c” emissions trading systems with a view to further reduce their GHG 
emissions. The linked systems from these jurisdic6ons represented one of the few examples on linking 
different emissions trading systems.  

The first linkage (between California and Quebec) started in 2008 when Quebec joined the Western 
Climate Ini6a6ve (WCI) . Aner five years of coopera6on developing the guidelines and opera6ng rules of 12

the Quebec’s system, the governments of Quebec and California signed a harmoniza6on and integra6on 
agreement for their cap-and-trade systems . Later on, in 2013, California and Ontario first agreed to 13

collaborate on a similar endeavour. The process with Ontario took four years to complete and was similarly 

 h?ps://ec.europa.eu/clima/policies/ets/markets_en 11

 h?p://www.environnement.gouv.qc.ca/changements/carbone/documents-spede/historical-overview.pdf 12

 h?ps://www.arb.ca.gov/cc/capandtrade/linkage/ca_quebec_linking_agreement_english.pdf 13
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sealed through an agreement between both jurisdic6ons  and an agreement among the three of them  14 15

signed on September 22, 2017. However, on July 3, 2018, the Ontario government revoked their cap-and-
trade regula6on and suspended its par6cipa6on.   

In essence, the linkage agreements implied that:  
• the regula6ons for their respec6ve cap-and-trade programs were compa6ble;  
• the compliance instruments issued by each authority for compliance with the respec6ve program 

were equivalent and interchangeable; 
• the compliance instruments registered with each Party could be transferred and exchanged 

between all the par6cipants using a common secure registry 
• the market requirements applicable and enforceable to all par6cipants were compa6ble; 
• Par6es planned and held joint auc6ons of compliance instruments; 

For the systems to be linked it was not necessary for them to be set up at the same 6me, or to have the 
same level of maturity when the first harmoniza6on and integra6on talks began. However, the three 
jurisdic6ons had individually decided to act on climate change mi6ga6on in a cost-effec6ve manner. Each 
of them had established a legal limit to GHG emissions from specific economic sectors and ac6vi6es.  
Those covered by the limit (or cap) were obliged to purchase allowances and/or approved offset credits 
from the jurisdic6on in amounts equivalent to their annual emissions.  

The linked markets have been and remain serviced by Western Climate Ini6a6ve, Inc. (WCI), a non-profit 
company formed to provide technical and administra6ve support to cap-and-trade programs. The main 
ac6vi6es of WCI are : develop a compliance tracking system for allowances and offset cer6ficates; 16

administer allowance auc6ons; and conduct market monitoring of allowance auc6ons and allowance and 
offset cer6ficate trading. In order for any other emissions trading system to be linked with California and 
Quebec, it must demonstrate that: (1) it has adopted a GHG emission reduc6on target; and, (2) it has 
adopted a regula6on on repor6ng GHG emissions and one on an emissions trading program. 

2.3 Bilateral and mul/lateral instruments 

a) Joint Credi/ng Mechanism (JCM) 

The JCM was launched by Japan in 2013 as an equivalent of the CDM with a view to evaluate Japan’s 
contribu6ons to GHG emissions reduc6ons or removals in a quan6ta6ve manner and use them to achieve 
Japan’s emission reduc6on targets . The government of Japan assigns an annual budget to finance JCM 17

projects in developing countries which are implemented by interna6onal consor6ums. The financial 

 h?ps://news.ontario.ca/opo/en/2017/09/agreement-on-the-harmonizaXon-and-integraXon-of-cap-and-trade-programs-for-14

reducing-greenhouse-gas.html 

 h?ps://www.arb.ca.gov/cc/capandtrade/linkage/2017_linkage_agreement_ca-qc-on.pdf 15

 h?p://www.wci-inc.org/16

 Joint CrediXng Mechanism h?p://gec.jp/jcm/about/ 17
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contribu6on assigned per project covers up to half of the ini6al cost of a mi6ga6on project on the premise 
of obtaining at least half of the emission reduc6on units (JCM credits) accrued. In the process, Japanese 
low carbon technology and systems are transferred and installed. A total of 19 countries from Africa, Asia, 
the Pacific region and La6n America are partners to the JCM.  The JCM is  now exploring ways to be rolled 
into an Ar6cle 6.2 coopera6on. 

  

b) Ini/a/ves to pilot Ar/cle 6 

The high interest in implemen6ng Ar6cle 6 mechanisms to achieve ambi6ous NDCs, hindered by the 
delays in nego6a6ons; has led some countries and financial ins6tu6ons to engage in various types of 
coopera6on to test approaches and prepare themselves for the upcoming opportuni6es under both Ar6cle 
6.2 and 6.4. Such ini6a6ves are onen referred to as Ar6cle 6 pilots and they encompass a wide range of 
ac6vi6es aiming at conceptualizing and exploring op6ons to design poten6al ITMO transfers and 
implemen6ng prac6cal pilot ac6vi6es that could generate ITMOs. These pilots are also onen perceived as 
useful to inform nego6a6on posi6ons, through learning-by-doing with partner countries, 

Ar6cle 6 pilots are ini6a6ves that aim to explore ways to structure coopera6ve approaches under Ar6cle 6. 
Some are designed to ini6ate, support or foster discussions on specific aspects of a coopera6ve approach, 
while other are developed in an6cipa6on of future transac6ons of ITMOs.  This sec6on presents a 18

selec6on of these pilots to give an idea of the diversity of approaches being tested. 

Considering the uncertainty around the interna6onal rules, most pilots are neutral with regards to 6.2 and 
6.4, while there is a recogni6on that Ar6cle 6.2 provides more flexibility in developing approaches in a 
context of uncertainty. Pilots are either structured as bilateral coopera6on, funded by a developed country 
party, or through mul6lateral ins6tu6ons, like the World Bank. 

 For an overview of pilots and lessons-learned, see Greiner, S., T. Chagas, N. Krämer, A. Michaelowa, D. Brescia and S. Hoch 18

(2019). Moving Towards Next GeneraEon Carbon Markets: ObservaEons from ArEcle 6 Pilots. Climate Finance Innovators.
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JCM scheme 



Countries with Ar.cle 6 pilots  19

 

• Nordic Ini/a/ve for Coopera/ve Approaches (NICA) 

The Nordic Ini6a6ve for Coopera6ve Approaches (NICA) was launched in 2018 by Sweden, Finland, 
Norway and the the Nordic Environment Finance Corpora6on (NEFCO) to support and pilot the 
opera6onaliza6on of Ar6cle 6. NICA aims to demonstrate how interna6onal collabora6on can scale up and 
accelerate ambi6ous climate ac6on, notably by including private sector par6cipa6on.   NICA aims to 20

procure and implement ac6vi6es star6ng late 2021, with the goals of:  
• Providing concrete input for the development of robust and prac6cal rules for interna6onal 

coopera6ve approaches under Ar6cle 6. 
• Pilo6ng scalable and replicable coopera6ve models and transac6on approaches (virtual and/or 

actual transac6ons) for ambi6ous climate ac6on and accessing finance from interna6onal markets 
and the private sector. 

NICA comes as successor of the Nordic Partnership Ini6a6ve on Upscaled Mi6ga6on Ac6ons (NPI), a 
program that supported mi6ga6on ac6ons in developing countries between 2011 and 2018. NICA builds 

 Source: Greiner, S., T. Chagas, N. Krämer, A. Michaelowa, D. Brescia and S. Hoch (2019). Moving Towards Next GeneraEon 19

Carbon Markets: ObservaEons from ArEcle 6 Pilots. Climate Finance Innovators.

 h?ps://www.nefco.org/fund-mobilisaXon/funds-managed-by-nefco/nordic-iniXaXve-for-cooperaXve-approaches/20
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on the experience gained under the NPI with Na6onally Appropriate Mi6ga6on Ac6ons in the cement and 
the waste management sectors in Vietnam and Peru. On the laber, the NPI and Peru have gone on to 
structure an ITMO pilot in the waste sector.  This agreement is based on a “call op6on” , where as; 21

• Both par6es to the agreement define an emissions trajectory and a threshold that differen6ates 
how much of a reduc6on corresponds to compliance with domes6c or project-specific reduc6ons 
and how much is considered “an excess” that may be transferred. 

• The seller of the reduc6ons acquires the obliga6on to offer the “reduc6on excess” to the buyer 
country if and only if such excess occurs.  

• The buyer agrees to pay a premium when pre-agreed milestones are achieved in the process of 
reducing emissions in the chosen mi6ga6on ac6on. 

Although apparently simple, the commercial aspect of mi6ga6on ac6ons and the associated contractual 
obliga6ons acquired by par6cipa6ng countries are two of the least understood components of coopera6ve 
approaches. 

• The Klik Founda/on 

The Founda6on for Climate Protec6on and Carbon Offset (“KliK”) was established within the framework of 
the Swiss CO2 Law, which requires mineral oil companies to offset part of the CO2 emissions resul6ng 
from the use of motor fuels they produce. The Klik Founda6on is mandated to procure emission 
reduc6ons on behalf of those companies. Since it is expected that the obliga6on will be extended to 
interna6onal offsets, as s6pulated by Ar6cle 6 of the Paris Agreement, the Founda6on has been engaging 
in various ini6a6ves to prepare for the procurement of ITMOs. 

To date, the Klik Founda6on is developing mi6ga6on ac6ons to generate ITMOs in Morocco, Senegal, 
Mexico, Ghana  and Peru . The coopera6on is most advanced with Ghana and Peru, two countries with 22 23

whom Switzerland has signed an Implementa6on Memorandum of Understanding, that forms the 
framework for the genera6on and transfer of ITMOs between those countries and Switzerland. The 
Implementa6on Agreement governs the recogni6on and calcula6on of transferred emissions reduc6ons as 
well as the minimum quality requirements and technical/administra6ve aspects of the coopera6on. The 
upcoming ITMO transfers are to be done under the auspices of Ar6cle 6.2 and will require authoriza6ons 
from coopera6ng countries in compliance with Ar6cle 6.3 of the Paris Agreement.   

• Swedish Energy Agency 

The Swedish Energy Agency (SEA) has launched a new interna6onal climate coopera6on program that 
aims to acquire emission reduc6on units resul6ng from Ar6cle 6 mechanisms. It is working with seven 
countries - Chile, Colombia, Indonesia, Kenya, Philippines, Mongolia and Nigeria - in the implementa6on of 

 Greiner, S., T. Chagas, N. Krämer, A. Michaelowa, D. Brescia and S. Hoch (2019). Moving Towards Next GeneraEon Carbon 21

Markets: ObservaEons from ArEcle 6 Pilots. Climate Finance Innovators

 h?ps://www.internaXonal.klik.ch/news/publicaXons/ghana-signs-climate-protecXon-agreement-with-switzerland22

 h?ps://www.internaXonal.klik.ch/news/publicaXons/agreement-on-implementaXon-of-the-paris-climate-agreement-between-the-swiss-23

confederaXon-and-the-republic-of-peru
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nine virtual pilots.  These pilots shine light on various technical, financial and legal elements of a 24

coopera6ve approach for ITMO transfers to take place.  

In 2019, the SEA also launched the Mobilizing Ar6cle 6 Trading Structures (MATS) Program, in partnership 
with the Global Green Grow Ins6tute (GGGI) to explore frameworks that can enable ITMO genera6on and 
transac6ons. Four ac6vi6es have recently been selected to be further developed with a view of 
comple6ng ITMOs transac6ons.  Two of these are in the energy sector (Ethiopia), in the waste sector 25

(Nepal) and in manufacturing (Cambodia).   

• World Bank-led ini/a/ves 

The World Bank has supported market-based approaches through various programs, for instance the 
Partnership for Market Readiness (PMR), for a decade, and since 2020 its successor the Partnership for 
Market Implementa6on (PMI). The PMR and PMI supports individual countries in developing carbon 
pricing instruments and systems to operate them. Beyond the PMR and PMI, the World Bank also 
implements other ini6a6ve aimed specifically at pilo6ng Ar6cle 6. These are briefly described below. 

• The Standardized Credi6ng Framework (SCF) for energy access. The SCF, managed by the Carbon 
Ini6a6ve for Development (Ci-Dev), preceded the Paris Agreement and was developed in 
an6cipa6on of Ar6cle 6 with a view to explore how to transi6on CDM projects and programs of 
Ac6vi6es to Ar6cle 6. As such, the SCF’s focus is on providing simplified credi6ng approaches, 
building on the CDM, taking into account na6onal policies and NDCs. SCF pilots, as country-
owned ini6a6ves, are being undertaken in Senegal and Rwanda.  

• The Transforma6ve Carbon Asset Facility (TCAF) . The TCAF is a World Bank Trust Fund which 26

uses three types of instruments to provide results-based climate financing to projects and 
programs in developing countries as well as policy support. Through its ac6vi6es, it develops 
carbon accoun6ng methodologies, support mechanisms to account for carbon credits, support the 
genera6on of carbon credits and purchases a por6on of those credits. Official pilot ac6vi6es have 
not been announced by the program yet, as TCAF con6nues to be in the process of selec6ng 
programs to be endorsed.  

• The Climate Warehouse  aims to encourage the genera6on of tradable mi6ga6on outcomes to 27

result from its lending pipeline and enable trades between those mi6ga6on ac6vi6es and poten6al 
ITMO buyers. It is currently developing a plaYorm to match owners of mi6ga6on ac6vi6es with 
poten6al ITMO buyers and to track and record resul6ng ITMO transfers.   

 h?ps://www.southpole.com/news/operaXonalizing-arXcle-6-lessons-from-the-swedish-energy-agencys-virtual-pilots24

 See: h?p://www.ipsnews.net/2020/10/gggi-sea-develop-four-miXgaXon-acXviXes-generaXng-itmos-energy-waste-25

manufacturing/

 h?ps://tcafwb.org26

 h?ps://www.worldbank.org/en/programs/climate-warehouse/overview27
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2.4 Voluntary programmes 
In addi6on to established compliance carbon markets and the Ar6cle 6 mechanisms, voluntary programs 
allow companies and individuals to offset emissions by purchasing voluntary carbon credits resul6ng from 
mi6ga6on projects outside of their opera6ons. Voluntary programs have developed on the premise of 
expanding the mi6ga6on base by promo6ng the implementa6on of projects that reduce or remove GHG 
emissions. 

Voluntary carbon programs have defined rules and standards to demonstrate that reduc6ons and removals 
are real, addi6onal, measurable and verifiable. Examples of voluntary programs that issue voluntary credits 
are Verra and the Voluntary Gold Standard. The business model of voluntary carbon programs relied 
heavily on genera6ng carbon credits in developing countries and selling them to companies and individuals 
in other countries. The entry into force of the Paris Agreement, establishing a new climate governance 
characterized by the par6cipa6on by all countries in the mi6ga6on effort through NDCs, challenges this 
model and led voluntary programs to reinvent themselves, notably by emphasizing their role in delivering 
sustainable development benefits, in addi6on to GHG mi6ga6on. 

Lastly, voluntary carbon programs may become the backbone of na6onal carbon offsehng programs or 
serve to issue carbon credits that could lead to ITMOs under Ar6cle 6.2. They represent an opportunity to 
build on exis6ng programs, easing the par6cipa6on of developing countries in Ar6cle 6.2, by providing a 
governance structure, procedures and methodologies to issue and track carbon credits. Such programs 
have, for instance, been used in the design of domes6c offsets systems (e.g. in South Africa and Colombia). 

a) Task Force on Scaling Voluntary Carbon Markets 

Recognizing both the important role of the voluntary purchases of carbon credits in driving climate ac6on 
and challenges facing the voluntary carbon market, an Interna6onal Task Force was established in 2020 to 
take stock of exis6ng programs and explore how best to scale up voluntary carbon markets. 

The Task Force on Scaling Voluntary Carbon Markets was ini6ated by Mark Carney, the UN Special Envoy 
for Climate Ac6on and Finance Advisor to UK Prime Minister Boris Johnson for COP26 of the UNFCCC. 
Mr. Carney was the former Governor of the Bank of Canada (2008-2013), as well as the Governor of the 
Bank of England (2013-2020). The task force aims to develop a blueprint for a voluntary carbon market 
which:  

• connects the supply of carbon credits to demand in a seamless, cost-effec6ve, and transparent 
way;  

• ins6lls confidence and ensures credibility in carbon credits being exchanged/ transacted;  
• is scalable to meet the expected increase in demand as more companies commit to achieving the 

1.5°C ambi6on set out by the Paris Agreement. 

According to the Task Force, the current supply of voluntary carbon credits in the market will need to scale 
at least 15 6mes to meet the growing demand.  
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b) CORSIA- Carbon Offse\ng and Reduc/on Scheme for Interna/onal Avia/on 

An increasingly important source of demand for voluntary credits, at least over the medium-term once 
interna6onal travels normalize in a post-pandemic world, is from airlines to comply with the Carbon 
Offsehng and Reduc6on Scheme for Interna6onal Avia6on (CORSIA). 

CORSIA is one of the most recent interna6onal voluntary programs to be set up to promote offsehng of 
CO2 emissions. The scheme is headed by the Interna6onal Civil Avia6on Organiza6on (ICAO), a UN 
specialized agency that integrates 192 member states. Similar to other emissions reduc6on schemes, ICAO 
has set two goals for the interna6onal avia6on sector that frame CORSIA: (1) a 2% annual improvement in 
fuel efficiency through 2050; and, (2) stabilize the levels of interna6onal avia6on emissions from 2020 
onwards (carbon neutral growth) . Airlines are the par6cipants of CORSIA, but only their interna6onal 28

opera6ons are covered by the scheme. The offsehng of emissions is expected to come from projects that 
follow certain standards (not yet defined by ICAO/ CORSIA) . The scheme establishes the operators’ 29

responsibili6es regarding emissions measurement, repor6ng and verifica6on and the surrendering of 
offsets according to predefined phases, as shown in figure below: 

 ICAO (2018). CORSIA ImplementaXon Plan brochure. h?ps://www.icao.int/environmental-protecXon/Documents/28

CorsiaBrochure_8Panels-ENG-Web.pdf 

 At the Xme of wriXng – the Eligibility Criteria were agreed to in Montreal: h?p://carbon-pulse.com/70373/?29

utm_source=CP+Daily&utm_campaign=f9b0vf6e4-CPdaily05032019&utm_medium=email&utm_term=0_a9d8834f72-
f9b0vf6e4-110269649 
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c) Voluntary programme challenges 

The fact that nearly all countries have NDCs raises ques6ons on how to account for the mi6ga6on  
ac6ons that voluntary programs induce when interna6onal transfers of carbon credits occur. The emission 
reduc6ons and removals cer6fied by voluntary carbon programs result in lower emission levels in GHG 
inventories for sectors covered by NDC, when they take place in one of those sectors. As a result, 
voluntary offset projects – when implemented within the scope of an NDC - contribute to the NDC 
implementa6on of the country in which they are implemented. However, when sold abroad, for instance to 
a foreign company wan6ng to use them as offsets to compensate emissions, it raises ques6ons of double-
coun6ng and double-claiming these emission reduc6ons. Hence, they cannot qualify as ‘offsehng’ the 
buyers emissions.    30

In this context, how can double-coun6ng be avoided? The Paris Agreement rulebook recognizes that 
ITMOs may be used for purposes other than to account towards a Party’s NDC. However, there is a 
debate as to whether interna6onal transfers of voluntary credits should be subject to a corresponding 
adjustment or not. Some argue for a corresponding adjustment to apply, while other stakeholders argue 
that the corresponding adjustment should only apply between targets under UN agreements, such as the 
Paris Agreement NDC targets and targets under CORSIA. There are also ques6ons on how to deal with 
voluntary credits generated outside the scope of an NDC. 

3.0 Ar/cle 6 State of Play 
The  “Paris Agreement rulebook” was adopted at COP 24 in Katowice in 2018, with the excep6on of the 
rules that would govern the implementa6on of Ar6cle 6. Nego6a6ons on Ar6cle 6 rules con6nued at 
COP-25 but consensus was not possible, although much progress was made in clarifying proposals and 
op6ons.  Finalizing the rulebook, including the rules to govern Ar6cle 6, is one of the main objec6ves of 31

COP 26 in Glasgow. 

3.1 Nego/a/ons - Five Key Issues 
There are five key issues central to achieving consensus on Ar6cle 6 rules at COP 26. For each, the core 
elements and outstanding ques6ons are explored. 

 For an assessment of opXons, see: Fearnehough, H., A. Kachi, S. Mooldijk, C. Warnecke, and L. Schneider (2020). Future Role 30

for Voluntary Carbon Markets in the Paris Era. German Environment Agency.

 For a detailed account, see ECBI (2020). COP-25: Key Outcomes. January. h?ps://ecbi.org/sites/default/files/31

COP25%20Key%20Outcomes_0.pdf
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a) Avoiding double coun/ng  

The first issue is that of avoiding double coun6ng of emission reduc6ons. Double coun6ng would occur in 
a situa6on in which a country accounts for a mi6ga6on outcome to demonstrate it has met its NDC target 
and, at the same 6me, transfers the same mi6ga6on outcome to another country which uses it towards its 
NDC. The risk of double coun6ng is addressed through applying a corresponding adjustment to the 
emissions balance of par6cipa6ng countries. This would require the country transferring ITMOs to add the 
amount of ITMOs to the emissions covered by its NDC and for the acquiring party to subtract the 
corresponding amount of ITMOs from its accounted emissions. At COP 25, proposals were made for the 
modali6es for conduc6ng a corresponding adjustment for countries with different types of NDCs, 
including for single-year targets and for mul6-year targets as well as targets expressed as in non-GHG 
metrics.  32

b) Corresponding adjustments for Art. 6.4 

The second issue relates to the applica6on of the corresponding adjustment for Ar6cle 6.4 ac6vi6es that 
takes place “outside” an NDC or that is not covered by an NDC. The conten6on is around the defini6on of 
“outside”, with some par6es arguing that not applying the corresponding adjustment would create a 
disincen6ve for countries to expand the scope of their NDC to cover these ac6vi6es.  

c) Adapta/on Levy 

The third issue is that of the applica6on of an adapta6on levy to ITMO transfers under Ar6cle 6.2. Such a 
levy was only men6oned in the Paris Agreement for transac6ons of Ar6cle 6.4 credits and developing 
countries have called for such a levy to also apply to Ar6cle 6.2 transfers. One of the main arguments, 
beyond the need for adapta6on finance, is to create a levelled playing field between Ar6cle 6.2 and 6.4. 
The current proposal is for a levy to be “strongly encouraged” for Ar6cle 6.2 transfers but would remain 
voluntary.  

d) Overall mi/ga/on in global emissions 

The fourth issue relates to the recogni6on that par6cipa6on in Ar6cle 6 mechanisms is to allow greater 
ambi6on in mi6ga6on. This implies moving away from the principle that carbon markets have used to-date, 
i.e. that the compensa6on of one unit of emissions with a carbon credit is a zero-sum game for the 
atmosphere. This issue is debated for Ar6cle 6.2 transac6ons as well as for the Ar6cle 6.4 mechanism; the 
laber includes an explicit requirement that the coopera6on between countries deliver an overall mi6ga6on 
in global emissions, i.e. a mi6ga6on benefit that goes beyond the reduc6on that enabled the genera6on of 
a carbon credit.  

 The proposals are captured in the latest negoXaXon text: “Draw CMA decision on guidance on cooperaXve approaches 32

referred to in ArXcle 6, paragraph 2, of the Paris Agreement.” Proposal by the President. Version 3 of 15 December 2019, 00:20 
hours.
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e) CDM and the PA 

The finh issue, and perhaps the most conten6ous, is that of the use of CDM methodologies and the 
eligibility of CDM ac6vi6es and credits under the Paris Agreement. As the CDM is operated under the 
Kyoto Protocol, Par6es to the Paris Agreement must agree on rules to review and accept CDM 
methodologies for them to be used to generate Ar6cle 6.4 credits, should they decide that they could. 
Par6es are indeed nego6a6ng rules and modali6es to allow the registra6on under Ar6cle 6.4 of some 
ac6vi6es that have already been registered by the CDM as well as for the conversion of CDM credits into 
Ar6cle 6.4 credits, with some condi6ons. The transi6on of CDM projects and credits to Ar6cle 6.4 remains 
controversial, as there is a fear that it will ease the achievement of NDCs, with the use of emission 
reduc6ons from projects that started before the start of the Paris Agreement. 

In brief, most issues result from diverging views on what is needed to establish a credible and effec6ve 
market governed by interna6onally-agreed Ar6cle 6 rules. It will take significant technical efforts and 
poli6cal will for these divergences to be resolved for an agreement to be possible at COP 26. 

3.2 Pilots - What can be learned from exis/ng efforts? 
It is early days in pilo6ng coopera6ve approaches under Ar6cle 6, but some ini6al lessons can be drawn.  

Indeed the Ar6cle 6 pilots have proven very valuable in building capacity and a common understanding 
between poten6al trade partners of the implica6ons of genera6ng ITMOs in sectors covered by NDCs. 
This has led to stakeholders involved in pilots to explore ways to share mi6ga6on outcomes, so that a 
por6on of the mi6ga6on outcomes can be accounted towards the host country’s NDC instead of towards 
the acquiring country’s NDC.  

The ongoing pilots have also contributed significantly to building capacity in NDC accoun6ng, and related 
issues of quan6fying mi6ga6on outcomes and tracking of ITMOs. The star6ng point for determining 
baselines and addi6onality is onen the tools developed under the CDM; and Ar6cle 6 pilots create 
opportuni6es to make adjustments and simplify the exis6ng methodologies.  

These efforts have also helped countries understand the importance of strengthening na6onal-level 
measurement, repor6ng and verifica6on (MRV) systems and infrastructure—such as registries. These 
na6onal MRV systems serve not only as a basis for transparent emission inventories, but they can can also  
be u6lized to track the implementa6on of mi6ga6on ac6ons and investments. 

At the same 6me, Ar6cle 6 pilots have brought into light the risk of a coopera6ve approach compromising 
the achievement of the host country’s NDC. There is a need to address this risk as an integral part of the 
coopera6on between countries. 

Another key challenge for implementa6on, as discussed earlier, comes from the poten6al overlap of 
schemes and ini6a6ves, mandatory and voluntary, inside and outside of the Kyoto Protocol and the Paris 
Agreement. To further support discussion, a brief review of ini6a6ves provides lessons deemed important 
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for implementa6on. Whenever countries look to collaborate under Ar6cle 6 some of the lessons to be 
considered are: 

a) In terms of process and cycles 
• Define sectors and technologies outside the NDC targets, that help reduce emissions and which 

are the focus of the coopera6on. 
• Prepare, develop or es6mate the technical informa6on of the emission source and of the expected 

reduc6on over 6me if the technology is implemented. 
• Design a measurement, repor6ng and verifica6on system for the ac6on, clearly indica6ng who, 

what, how, and when of emissions and reduc6ons. 
• Define the threshold that would indicate if the expected mi6ga6on result (or outcome) is achieved. 
• Define the commercial condi6ons of an ITMO transac6on. 
• Define the steps to be taken by coopera6ng Par6es to adjust/report their na6onal emissions once 

a mi6ga6on outcome has been transferred (how, when and where). 
• Define how a price will be set of the mi6ga6on outcome. 
• Define how a mi6ga6on outcome is measured (including its units), and how it contributes to SDGs.   

b) In terms of transparency 
• Assign responsibili6es within a mi6ga6on ac6on, including the role of government and private 

sector par6cipa6on. 
• Clarify how a specific mi6ga6on ac6on relates to na6onal mi6ga6on objec6ves and NDC targets of  

the collabora6ng countries. 
• Describe how the result is real, measurable, verifiable and permanent.  
• Indicate how the par6es will iden6fy when a threshold is surpassed and a mi6ga6on outcome 

becomes transferable.  

c) In terms of integrity of mi/ga/on outcomes 
• The reduc6on takes place and may be verified. It means that it is possible to collect evidence that 

the ac6on or project changed the emissions level of a source and can be accurately measured. 
• The reduc6on is permanent and is not threatened in the long term. 
• The reduc6on is accounted only once for the purpose of demonstra6ng progress or compliance 

towards a mi6ga6on target. 

Beyond the prac6cal learnings that may eventually lead to concrete ITMO transac6ons, pilots have helped 
Ar6cle 6 nego6ators assess how different rules and procedures to be agreed globally may be applied to 
concrete coopera6ve approaches and refine their nego6a6on posi6ons on that basis. 
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4.0 Concluding Remarks  
Global carbon markets are undergoing a significant restructuring. On the one hand, rules for 
implementa6on under Ar6cle 6 have not yet been agreed by Par6es to the Paris Agreement. But 
increasingly clear is the poten6al for coopera6on under Ar6cle 6 to drive climate ac6on. A growing number 
of countries are exploring ways to structure Ar6cle 6 coopera6on, along with the required systems 
infrastructure, which hints to a prompt start once rules are agreed interna6onally.   

Concurrently, the strong momentum of the private sector to achieve net-zero targets means voluntary 
carbon programs will grow to become an integral part of global carbon markets. The Paris Agreement, and 
the communica6on of NDCs by all Par6es to the Agreement, has prompted several ques6ons for actors in 
the voluntary market.  Major efforts are focused on building consensus on ways to scale up the voluntary 
market and ensure its credibility and robustness. 

The array of ini6a6ves shaping up both under the auspices of the Paris Agreement and beyond allow for a 
mul6tude of actors from na6onal and subna6onal governments to companies and individuals to drive 
climate ac6on and engage in designing effec6ve and environmentally sound global carbon markets.
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