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INTRODUCTION

The global effort to address climate
change rests on international
cooperation and ambitious action. The
Paris Agreement (PA), adopted in 2015,
establishes three goals to prevent
dangerous anthropogenic interference
with the climate system.

The first of these, and the one that is
most well-known, is the long-term
temperature goal to limit global warming
to well below 2°C and pursue efforts to
limit the increase to 1.5°C, as outlined in
its Article 2.

ARTICLE 6.2 -
INTERNATIONALLY
TRANSFERRED MITIGATION
OUTCOMES (ITMOs)

Article 6.2 establishes that countries can
take part in “cooperative approaches”.
Those achieving more  mitigation
ambition than identified in their NDCs
during a particular period can sell their
excess to other Parties. The units sold
are termed ITMOs. The Guidance on
cooperative approaches is adopted
through Decisions 2/CMA.3, 6/CMA.4
and 4/CMA.6.

What are ITMOs?

ITMOs represent emissions reductions or
removals, including mitigation co-
benefits from adaptation actions or from
economic diversification plans, provided
they are internationally transferred. These
units must be:3

Article 6 provides for three different ways
to enable such cooperation. This explainer
provides an understanding of the two
market-based instruments, the main
challenges and criticisms raised, and next
steps. A separate explainer on the
framework for non-market approaches
under Article 6.8 of the PA is forthcoming.

As specified in Article 4 of the PA,
countries must submit Nationally
Determined Contributions (NDCs), which
detail the mitigation measures that a
country is contributing towards this goal
and intends to achieve.2 NDCs reflect
each country’s unique circumstances and
priorities, and are essential for tracking
progress and ensuring accountability.
Countries must update their NDCs every
five years, progressively increasing
ambition, according to Article 4.3 and 4.9
of the PA.

1.Real: Actual reductions/removals in
emissions that have occurred

2.Verified: Confirmed by a
process to ensure accuracy

3.Additional: Beyond what would have
occurred without the project, meaning
they contribute extra reductions

4.Measured in either: Carbon dioxide
equivalent (CO2e) or other metrics
agreed by participating Parties

5..Generated from 2021 onwards

6. Must result from a cooperative
approach in which at least one Party to
the Paris Agreement participates4

7. Authorised by the host Party

reliable

What are ITMOs used (“authorised”) for?

e Achieving their NDCs: For example,
Country X funds a renewable project in
Country Y whereby the additional
emission reductions from this project
in Country Y will (fully or partially, as
agreed) accrue to Country X. This
helps countries meet their climate
goals.5

Achieving NDC  targets requires
substantial financial resources,
technology and capacity, and

international cooperation. Article 6 of
the PA can contribute to the realisation
of these targets. It offers countries the
possibility to voluntarily cooperate to
implement their NDCs and promote
sustainable development. It facilitates
cross-border partnerships and resource-
sharing, helping countries amplify their
climate ambitions while retaining
sovereignty over their strategies. It also
allows for involvement of the private
sector in both the host and the investor
country in initiatives for reducing or
removing emissions.

e International Mitigation Schemes:
Such as the Carbon Offsetting and
Reduction Scheme for International
Aviation (CORSIA), which aims to
reduce aviation emissions globally.

e Other Authorised Purposes: e.qg.
voluntary carbon markets (VCMs).6

e Each of these authorisations for the
use of ITMOs triggers the need for a
corresponding adjustment.

Authorisation

Guidance on the content and format of
authorisations of ITMOs was given in
Decision 4/CMA.6, as well as on changes
to the authorisation of the use of ITMOs.

All reasonable efforts have been made in providing the following information. However, due to the circumstances and the timeframes involved, these materials have been prepared for informational

purposes only and are not legal advice. Transmission of the information is not intended to create, and receipt does not constitute, a lawyer-client relationship. Those consulting this Paper may wish to

obtain their own legal advice. To the extent permitted by law, any liability (including without limitation for negligence or for any damages of any kind) for the legal analysis is excluded.
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What must countries do to

participate?

e Be a party to the PA

e Have an active NDC

¢ Have systems for authorising ITMO
use, tracking transfers and regular
emissions reporting

e Demonstrate contribution to NDC
goals

Safeguards

Countries have sought to ensure the
environmental integrity of ITMOs by
developing guidance on how to account,
track, and record ITMOs. The guidance
also sets out how Parties’ adherence to
the guidance is scrutinised - this is done
through reporting and review processes.
To facilitate understanding of the
accounting, reporting and review
requirements for cooperative
approaches, the UNFCCC secretariat has
published an Article 6.2 Reference
Manual.

1.Corresponding Adjustments
This is the accounting process that
prevents double-counting of the same
emission reduction by ensuring that it is
only counted once, either by the selling
or the buying country. For example, if
Country A transfers ITMOs to Country B,
Country A must add the corresponding
emissions (i.e. those emissions that have
been reduced or removed through the
cooperative approach) to its emissions
balance, and Country B can then deduct
those emissions from its emissions
balance.

The corresponding adjustment is applied
when the ITMO is “first transferred”. The
timing of this first transfer varies
according to whether an ITMO is
authorised for use towards NDCs or for
OIMP. For ITMOs authorised for NDC use,

first transfer is the first international
transfer of the ITMO. For ITMOs
authorised for OIMP, first transfer is

defined by the host country as either (1)
the authorization, (2) the issuance or (3)
the use or cancellation of the ITMO.

Corresponding adjustment can be done
using different methods depending on
whether the participating Party has a
single-year NDC (e.g. by 2030) or a
multi-year NDC (e.g. for 2021-2030);
whether the NDC is measured in t CO2, t
CO2 eq or contains non-GHG metrics.
The method chosen by the participating
Party must be consistently applied
throughout the NDC implementation
period.

2. Tracking and Recording

The infrastructure to record and track
information was initially outlined in
Decision 2/CMA.3 (Annex, paras. 29 to 36)
and later expanded on in Decision
6/CMA.4 (paras. 25 to 28, para. 33, and
Annex ) and Decision 4/CMA.6 (paras. 49
to 54).

2.1 Registry

Participating Parties must have (or must
have access to) a registry for tracking
ITMOs. An (optional) international registry
that will function as a tracking system for
units is under development by the
secretariat. This registry will record ITMO
authorization, first transfer, transfer,
acquisition, uses authorised (towards
NDCs andfor OIMP) and cancellation.
Where a Party has its own registry and
connects it to the international regqistry, it
will have to ensure the two are
interoperable. Where a Party does not
have its own registry, an additional registry
service will enable a Party to issue
mitigation outcomes as units (this is also
under development by the secretariat).

2.2.The Centralised Accounting and
Reporting Platform (CARP)

The CARP is an online platform to provide
information in relation to cooperative
approaches and to support the review
process. There is currently an interim
version. One of its functionalities is to
provide an interface to the public. For an
overview of its other key functionalities,
see this technical paper by the secretariat.

2.3 Article 6 database

The database records and compiles
quantitative  information on  ITMOs
submitted by Parties and supports the
review process. A test version of the
database has not yet been published but in
any event, this will not be open to the
public.

3. Reporting (transparency)

requirements

Reporting requirements are the first step
in scrutinising whether Parties adhere to
the guidance on cooperative approaches.
These requirements were initially set out in
Decision 2/CMA.3 (Annex, paragraphs 18
to 24), and later expanded on in Decision
6/CMA.4 (Annexes V, VI and VII) and
Decision 4/CMA.6 (paragraphs 18 to 27
and Annexes | and II). In brief, the three
main reporting requirements are to submit:
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e An initial report, no later than when
authorising ITMOs. This report must
contain comprehensive information,
including relating to participation,
registry arrangements, description of
the cooperative approach, metrics,
and methods for applying
corresponding adjustments.

e Annual information, in the Agreed
Electronic Format (AEF), by no later
than 15 April of the year following the
ITMO action(s).

e Regular information, as part of an
annex to the Biennial Transparency
Reports (BTR) by no later than 31
December of the relevant year.

4. Review Process

The second step in scrutinising whether
Parties adhere to the guidance on
cooperative approaches is the process
that reviews their compliance with
reporting requirements. The guidance
on this process was initially set out in
Decision 2/CMA.3 (Annex, paragraphs
25 to 28), and later expanded on in
Decision 6/CMA.4 (Annexes Il and II)
and Decision 4/CMA.6 (paragraphs 28
to 44).

The review is carried out by an “Article 6
technical expert review team” (TERT)
with the assistance of the secretariat.
The TERT reviews the consistency of
submitted information with the guidance
through a desk or centralised review,
and considers the results of the
automated consistency checks
performed by the secretariat using the
Article 6 database.

Following this review and consideration,
the TERT prepares a report that, if
applicable, includes recommendations
to improve the consistency of the
information submitted by the Party with
the guidance. Parties have to cooperate
with the TERT and the secretariat for the
review and make reasonable efforts to
resolve any inconsistencies. Parties are
also requested not to use ITMOs that are
identified as inconsistent in the
consistency check.

The TERT's reports will be publicly
available on the CARP and considered
by the technical expert review of the
Enhanced Transparency Framework
under Article 13. In cases where the
TERT identifies an inconsistency that is
significant and/or persistent, the lead
reviewer of the TERT and the Paris
Agreement Implementation and
Compliance Committee are encouraged
to liaise about it.
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ARTICLE 6.4 MECHANISM

Article 6.4 establishes a global carbon
market mechanism (also known as the
Paris Agreement Crediting Mechanism
(PACM)) to facilitate international
cooperation on climate change
mitigation while promoting sustainable
development. This mechanism  will
replace the Kyoto Protocol's Clean
Development Mechanism (CDM) and
Joint Implementation.

The rules, modalities and procedures
(RMPs) for the PCM are contained in the
Annex to Decision 3/CMA.3. The RMPs
are supplemented by guidance contained
in Decision 7/CMA.4, Decision 5/CMA.6,
and Decision 6/CMA.6.

Participation

To participate in the PACM, host
countries (where the mitigation is
achieved) have to ensure they comply
with their responsibilities. These are
similar responsibilities as those for host
countries participating in the CDM, but
under the PACM, host countries have an
increased role (see below in relation to
authorisation, determination of the
crediting periods etc).

Units issued by PACM

Once operational, the PACM will consist
of standards and approved
methodologies for carbon crediting
projects and a registry system where
Article 6.4 activities can be registered,
credits can be issued, and ownership of
credits can be recorded. Credits under
the PACM are known as Article 6.4
emission reductions (A6.4ERs).

They are generated through activities
that reduce emissions or enhance CO2
removals and are additional, such as
renewable energy initiatives or
reforestation programmes and can be
bought by countries, companies and
individuals. There are specific rules and
requirements for units and activities from
the CDM to transition to the PACM.
Although the Article 6.2 cooperative
approaches mechanism is a different
instrument from the Article 6.4 PACM,
there is a main connection. When an
authorised A6.4ER is internationally
transferred, it becomes an ITMO.

There are two categories of A6.4ERs:

1. Authorised A6.4ERs (AERs),
which:
e Must receive formal host country

authorisation (see Art 6.2 above)

e Must undergo corresponding
adjustments (see Art 6.2 above)

e Will become ITMOs at first transfer
and therefore require rigorous
tracking through a centralised registry
with unique identifiers

2. Mitigation Contribution A6.4ERs

(MCUs), which:

e Remain within
jurisdiction

e Support domestic climate finance such
as carbon pricing measures

e Do not require corresponding
adjustments

e Cannot be used for international NDC
achievement

host country’s

Operational Structure

A Supervisory Body (SBM), oversees the
PACM'’s operation under the guidance and
authority of the Parties to the PA. This
body develops the necessary standards,
procedures, and guidelines for
implementing mitigation activities that can
generate A6.4ERs. In order for the PACM
to issue A6.4ERs from an activity, the
activity must go through the “activity
cycle”. This cycle is briefly explained
below.

Activity cycle

An activity can be a standalone project, or
a programme of activities made of several
component projects. For a visual
interpretation of this activity cycle, see this
diagram.

1. Proposal
The participants of the activity (public
andfor private entities) submit a

notification to the UNFCCC regarding
their intention to seek registration.

The notice must detail their prior
consideration to the benefits of the
mechanism in relation to the activity. They
must also submit a project or programme
of activity design document in line with
the standards and approved
methodologies by the SBM.

2. Global stakeholder consultation

The design document then goes through a
global stakeholder consultation. This
involves (any) Parties, stakeholders and
observer organisations analysing and
commenting on the document's
compatibility with the SBM's rules.

3. Approval and Authorisation

The host country must provide formal
approval of the activity, confirming
sustainable development benefits, NDC
contribution, and crediting period terms.
The host country must also authorise the
activity’s participants and specify the
authorisation status for A6.4ERs (if it
authorises A6.4ERs and their authorised
uses, or whether it allows MCUs to be
issued while noting that it may authorise
them at a later stage).

4. Validation and Registration

A Designated Operational Entity
(DOE), i.e. an accredited and
independent  auditor,  assesses
compliance against established

requirements. Where the activity
passes these, the DOE validates it
and requests the SBM to register it.
If the SBM decides that the
validation and its outcome meet
relevant requirements, it registers
the activity.

5. Monitoring and Verification

Once registered, activity
participants monitor emission
reductions and potential reversals. A
DOE then verifies the emission
reductions and certifies compliance
with relevant requirements.

The DOE requests the SBM to issue
the A6.4ERs. The SBM decides
whether the outcome of the
verification and certification meets
relevant  requirements. If  the
requirements are met, it approves
the issuance of A6.4ERs.

6. Issuance
The mechanism registry
administrator (the UNFCCC

secretariat) issues A6.4ERs into the
mechanism registry with a clear
distinction between AERs and
MCUs. The mechanism registry is
yet to be launched.

¢ At issuance, the mechanism
registry administrator:7

e lLevies 5% of the A6.4ERs for the
share of proceeds for adaptation
(SOP, delivered to the
Adaptation Fund) and another
share of proceeds for
administrative expenses. In the
case of AERs, the host country
shall apply a corresponding
adjustment to the 5% levied for
SOP.

¢ Cancels a minimum of 2% of the
A6.4ERs to deliver “overall
mitigation in global emissions”
(OMGE). This cancellation is
mandated in recognition of the
fact that simply offsetting
emissions does not lead to
overall mitigation. In the case of
AERs, the host country shall
apply a corresponding
adjustment to the % cancelled
for OMGE.
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e Transfers the remaining issued
A6.4ERs in accordance with the
instructions of the activity
participants. In the case of AERs, the
host country  shall apply a
corresponding adjustment to the
remaining AERs that are first
transferred.

7. Post-Issuance

At the end of the crediting period, if the
host country pre-approved the renewal
of a crediting period, the DOE undertakes
a technical assessment. If the outcome of
the assessment is that the activity's
renewal complies with relevant
requirements, the SBM and the host
country approve the renewal.

Various fees are payable by activity
participants across the activity cycle. For
further details see paragraphs 50 — 62,
Annex |, Decision 7/CMA.4. All these fees
are waived for activities in the LDCs and
SIDS. In addition, Decision 6/CMA.6, para.
20, grants an exemption from the share
of proceeds for adaptation for activities
in LDCs and SIDS. LDCs and SIDS can
choose to use this exemption or not.
Stakeholders, activity participants and
participating Parties can appeal decisions
of the SBM or request that a grievance be
addressed by an independent grievance
process. For more information, see the
SBM's  procedure for appeal and
grievance processes.

CDM Transition

e There are specific rules and
requirements for units and activities
from the CDM to transition to the
PACM.

e The deadline to request transition of
CDM activities to the PACM was 31
December 2023. This was extended
to 31 December 2025 for forestry
activities, provided that the request
for transition is both submitted and
approved by then.

CDM activities can apply existing
methodologies until the earlier of the end
of the current crediting period or 3l
December 2025. After this, these
activities will have to apply an approved
SBM methodology. Corresponding
adjustments have to be applied for
activities that are transitioning.

e With regard to units generated by the
CDM (“certified emission reductions”,
CERs), only CERs from an activity
registered on or after 1 January 2013
and transferred to the PACM and
identified as pre-2021 emission
reductions can be used towards
achievement of a first or first updated
NDC. No corresponding adjustment or
share of proceeds is required for
CERs.

CHALLENGES AND
CRITICISMS

Carbon markets face several challenges.
They have attracted criticism for allowing
wealthy countries to maintain high-
emission lifestyles and outsource climate
action by purchasing offsets rather than
reducing domestic emissions. This is
described by some as a form of “carbon
colonialism”, perpetuating North - South
power imbalances that can sideline local
community needs and control their land
use and development pathways.8

Double-counting remains a concern: The
voluntary carbon market operates outside
Article 6's jurisdiction, creating potential
double-counting risks through
unregulated private schemes. Of course,
the new Article 6 regulation exercises a
certain "pull factor" on the voluntary
carbon market, as backed by the most
progressive private standards as well as
by domestic regulatory pressures, so that
it is expected that a significant portion of
the voluntary carbon market will over time
"opt in" to the Article 6 system. More
critically, the "averaging" approach for
countries with single-year NDC targets
creates an accounting loophole that can
lead to double-counting.9 Transitioning
CDM projects to Article 6.4 standards by
the December 2025 deadline also poses a
hurdle, as many lack the resources to
adapt methodologies or meet stricter
monitoring requirements, risking stranded
assets. However, relaxing the transition
rules from CDM to the PACM would
create  further concerns to the
environmental integrity to the new system.
Finally, equity and participation barriers
disproportionately affect vulnerable
nations. LDCs and SIDS often lack the
“enabling environment” - technical
expertise, human and financial resources,
infrastructure, legal and institutional
frameworks, etc. to become a player in
these markets.
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THE ROAD AHEAD
Article 6.2

¢ Negotiations are concluded for now
until 2028 when the guidance will be
reviewed.

e Starting from the Subsidiary Body for
Implementation (SBl)'s 62nd
meeting (June 2025), a dialogue to
exchange information and
experience on how Article 6.2
supports ambition will convene in
conjunction with each SBI session
(twice a vyear), ensuring non-Party
stakeholders’ participation.

The UNFCCC secretariat will:

e provide further capacity-building,
especially on ITMO authorisation and
tracking infrastructure and reporting,
with a particular focus on LDCs and
SIDS;

e develop and implement  the

international registry, including

additional registry services for
countries without national registries

Article 6.4

2025 is a crucial year in the road to
operationalise the PACM.

The SBM will, among others:

o detail the requirements for
approving  activities  that  will
generate A6.4ERs

e implement the registry structure and
processes necessary for the
mechanism’s operation

e establish key technical standards
(baselines, additionality, leakage,
non-permanence), including CDM
transition requirements

e develop guidance on authorisation
timeframes

e determine whether a time limit for

the host country to provide a
statement of  authorization s
required

e report on its work to CMA 7
(November 2025)

Afforestation and reforestation activities
from the CDM have until 31 December
2025 to apply to transition to the PACM
and for this to be approved. .


https://unfccc.int/sites/default/files/resource/cma2022_10a02_adv.pdf#page=41
https://unfccc.int/sites/default/files/resource/cma2024_17a01_adv.pdf
https://unfccc.int/sites/default/files/resource/A6.4-PROC-GOV-006.pdf
https://unfccc.int/sites/default/files/resource/A6.4-PROC-GOV-006.pdf

Countries

Whether to engage in carbon markets
should be part of a country’s strategic
long-term decisions. If it chooses to do
so, it will have to develop regulatory and
institutional frameworks as well as
infrastructure. This in turn requires time
and capacity.

Many developing countries are leveraging
capacity-building programmes to, for
example, establish  robust carbon
registries and align ITMO authorisation
processes with standardized templates.10

A country’s implementation of Article 6
carbon markets is supported by:

e legal and regulatory frameworks
aligned with Article 6 requirements;

e clear governance structure for ITMO
authorisation;

e a registry system to issue, track and
record ITMOs;

e procedures for accounting
requirements, inc. corresponding
adjustments;

e technical capacity within relevant
government ministries;

e inter-ministerial
mechanisms;

e transparent reporting mechanisms
aligned with UNFCCC requirements;
and

e the participation of the private sector,
through clear rules for its involvement
and dedicated capacity-building.

coordination

Countries  with  established REDD+
frameworks are exploring pathways to
integrate these forest conservation
efforts into the Article 6 carbon markets,
potentially  building upon  existing
monitoring systems and institutional
arrangements. This intersection requires
addressing methodological
considerations  around permanence,
leakage, and safeguards

This document is part of a two year ‘UNFCCC Capacity
Building for Least Developed Countries (LDC)" project
launched in 2023 and funded by the International Climate
Initiative (IKI). If you believe that this document could have a
negative social or environment consequence, IKI maintains an
independent complaint mechanism. Further information on this
can be found on the [KI website.
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