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Key Considerations for Article 6 Engagements

** High-integrity carbon credits are critical to drive market credibility and demand

 Heightened scrutiny has made credit integrity central to market credibility, driving independent initiatives
such as the ICVCM and its Core Carbon Principles.

« Misalignment between domestic frameworks and voluntary standards with Article 6 rules increases
the reputational risk for governments and buyers, if credits are later challenged or deemed ineligible.

+ International coordination to support Article 6 uptake

« Align national frameworks and operational procedures with evolving UNFCCC Article 6 guidance,
decisions, and reporting requirements to support credible and internationally recognized participation in
carbon markets.

« Aligning buyer demand with suitable mitigation opportunities through Article 6.2, can further
strengthen international cooperation on climate action.

+» Private sector mobilization

 Fully engaging with the private sector, as generator of credits and buyers, is key for the long-term
growth and stability of carbon markets.

 Clear Article 6 frameworks, with strengthened readiness, are essential to mobilize private sector
investments by improving policy clarity, risk allocation and investor confidence.



Host Country Benefits

Mobilize investment to
support low-carbon
development solutions.

Co-benefits such as job
creation, livelihood
enhancement, biodiversity
protection, etc.

Generate additional economic
activity, while driving technology
transfer and adoption to enable
sustained emission reductions.

Host Country Costs/ Risks

= Time and resources
commitment required to build
the capacity needed to
maximize benefits.

=  Weak monitoring of carbon
projects may pose risks to local
communities and
developmental priorities

= Potential reputational risks and
disputes with buyer Parties or
entities

Factors Determining Carbon
Finance Potential for Host
Countries

» Conditional targets in NDC

> Scale and cost
effectiveness of emission
reductions

» Alignment with LTS for
decarbonization potential

» Private sector ecosystem

> Carbon Market Readiness



Article 6 Mechanisms

Article 6.2 vs 6.4: Comparative Advantages

Article 6.2: Cooperative Approaches Article 6.4: Paris Agreement Crediting

Mechanism

» Greater flexibility in project design beyond
centralized methodologies

» Credibility through internationally approved
methodologies

» Party-driven agreements with possible
tailored bilateral processes

» Reduced bilateral negotiation and transaction
burden

» Integration with broader diplomatic and
development partnerships

» Greater certainty via mandatory host country
approval

» Potential to secure strategic value and
enhanced pricing outcomes

» Market-based price discovery with enhanced
transparency

Both mechanisms have in place globally agreed upon processes, designed to safeguard
environmental integrity and avoid double counting of emission reductions achieved



Article 6.2

Growing Momentum for Article 6 since rules finalized at COP29 in Baku (2024); focus now on enabling

implementation.

» Over 100 bilateral agreements on Article
6.2, including 32 Article 6 aligned JCM
agreements, with 65 participating countries in
total.

» Atrticle 6.2 agreements are country-defined in
scope but require alignment on core elements
such as eligible activities and methodologies,
authorization procedures, and registry
arrangements.

CAREC countries with MoUs or Bilateral
Agreements include Mongolia (7 JCM projects),
Uzbekistan (1 in a BA with Republic of Korea),
Kazakhstan, Kyrgyzstan, Georgia, Pakistan,
and Azerbaijan

Bilateral Cooperation between Parties

+ Japan (32)

» Singapore (16)

* Rep. of Korea (9)
» Switzerland (2)

» Sweden (1)

« UAE (1)

» Switzerland (17)
» Singapore (11)

* Norway (8)

» Sweden (5)

* Rep. of Korea (3)
o Kuwait (1)
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Bilateral
Agreement
(Signed)

* Rep. of Korea (2)
* Liechtenstein (1)
* Monaco (1)

» Singapore (1)

» Switzerland (1)

|

Other
official

statements

Source: UNEP Copenhagen Climate Centre




Article 6.4

Required National Arrangements

» Appoint DNA: Parties are required to

communicate (formally notify) to the
UNFCCC secretariat of their Designated
National Authority (DNA).

(Completed by Azerbaijan, PRC,
Georgia, Kazakhstan, Kyrgyzstan,
Mongolia, Pakistan, Uzbekistan)

Submit Participation Requirements
Form: Parties are required to
communicate their intent to host PACM
activities, specify the types of activities
they would consider approving, and
articulate how participation supports their
national climate targets and sustainable
development priorities. (Completed by
Azerbaijan, Georgia, Mongolia and
Pakistan)

Article 6.4: Prior Consideration Notifications by Country
(1112 — 890 projects and 232 programmes)

Country

I
A\

PA/PoA

Sectors

Azerbaijan 3/0 Energy (Solar)
China 2/1 Energy (Solar,
Wind), Transport
Georgia 0/1 Transport
Kazakhstan 3/0 Energy (Wind),
AFOLU
Kyrgyzstan 1/0 Energy (Solar)
Mongolia 1/0 Energy (Wind)

Pakistan

14/10

Energy, Buildings,
Transport,
Industry, Waste,
AFOLU

Extended deadline for CDM transitions —
June 30, 2026

Uzbekistan

7

Energy, Industry,
Transport

Source: UNEP Copenhagen Climate Centre, as of Jun 11, 2026




Operationalizing Article 6: Drivers and Readiness: Gaps

Key Drivers of Article 6 Momentum Readiness Gaps Challenging Implementation

» Strong policy momentum following finalization of o
Limited technical
and institutional
readiness

Article 6 rules at COP29

Limited capacity, skills, i y e - )
and resources to / \\
:ﬁ?é::g,na"ze — Gaps in regulatory

_ frameworks,
\ authorization
| processes, and
' governance
arrangements

Limited market
readiness amid

| uncertain demand
| signals and
evolving practices

» Rising demand for high-quality carbon credits

» Growing private sector engagement and

Incomplete policies and
unclear roles hinder
readiness. /
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Article 6: Requirements for Engagement

Requirement Description

Article 6.2 Article 6.4
Must be a Party of the Paris Agreement (196 parties)
Has prepared, communicated and is maintaining an NDC.
PRIOR TO PARTICIPATING

Has arrangements in place for authorizing, tracking and Has a Designated National Authority (DNA) in place and
reporting the use of ITMOs towards achievement of NDCs. communicated that designation to the Secretariat and SB
(AG.4)

Submit most recent National Inventory Report - NIR (as part of Has indicated publicly to the SB how participation in the

BTR - Biennial Transparency Reports). mechanism contributes to Sustainable Development.

Has indicated publicly to SB the type of Art 6.4 activities

(Sectors) that it would consider approving

Has to specify how this participation benefit and contribute to the implementation of its NDC (3.0 submitted) and LT-LEDS
(NOT submitted) and the long-term goals of the Paris Agreement.

May specify (more conservative) baseline approaches and

crediting periods.




Building Blocks for Readiness to Operationalize’Articlert ADB

Pilot Projects Pilot Programs
* B B *
Operational Processes

J\,--I--I-

Policy Institutional Regulatory National Registry
Framework Framework Framework Digital Infra

National Framework for Carbon Markets

Stakeholder Consultations

National Strategy for Carbon Markets
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National Development Plans
Nationally Determined Contribution (NDC) Targets
Sustainable Development Goals




Why is a Carbon Market Strategy Needed?

Anchoring Article 6 in National Priorities: A clearly defined national strategic approach to
international carbon markets, provides the framework for enabling informed, coordinated, and
strategic participation across various carbon market mechanisms.

Without a strategy, countries risk: A Carbon Market

= Under-engagement: Missing opportunities to scale decarbonization and Strategy will result in:
mobilize carbon finance.

» Defining which
= Over-engagement: Undermining NDC achievement and creating .et. t'g c;
reputational risks. NG NI PlelgelTies =lie

used for NDC

_ _ achievement
A robust strategy can be informed and guided by:

= Alignment with NDC achievement and LTS implementation plan » Establishing safeguards
= Mitigation costs of different types of activities and sectors to prevent overselling

» Prioritized decarbonization technologies or solutions » Ensuring maximized

= Market trends for different credit types in international markets developmental benefits
= Understanding on the need and inter-linkages with a domestic carbon aligning with a country’s

market or carbon pricing instruments priorities



International Carbon Market Pathways:

Strategic Choices for Engagement

Interplay between Article 6 and the Voluntary Carbon Market

LEVERAGING CARBON MARKETS
FOR COMPLIANCE PURPOSES

UNIT TYPE @

ITMO Article 6.2
USE ®  |nternational
Acquiring Party NDC or under international Transfer of Mitigation
aviation carbon market (CORSIA) Outcomes

(ITMOs)
Voluntary

UNIT TYPE
Carbon Markets

Authorized A6.4ER (ITMO)

USE

Acquiring Party NDC or under international
aviation carbon market (CORSIA)

.\

UNIT TYPE Article 6.4
Mitigation Contribution A6.4ER (ITMO) Centralized
USE UN credi_ting

mechanism

Domestic compliance market or results-based
payment (mitigation contribution claim)

Non-authorized:
Without corresponding adjustment

Authorized:

KEY With corresponding adjustment

LEVERAGING CARBON MARKETS
FOR VOLUNTARY PURPOSES

UNIT TYPE
ITMO

USE
Voluntary purposes (Full claim rights)

UNIT TYPE
Authorized A6.4ER (ITMO)

USE
Voluntary purposes (Full claim rights)

UNIT TYPE
Voluntary Carbon Unit (VCU)

USE

Voluntary purposes (mitigation contribution claim)
Mitigation Contribution

USE

Voluntary purposes (mitigation contribution claim)

UNIT TYPE
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Governance Framework for Carbon Market Participation

Establishing the legal authority, institutional roles, and governance structures necessary for
credible carbon market participation.

» Have in place primary legislation or executive orders that
sets the national objectives for carbon market participation

» Ensure policy alignment with NDC, climate law, or sectoral
regulations

Policy Framework

» Provide the legal backing for legal status and definition of
carbon credit; recognition of international transfers;
Regulatory framework enforcing penalties and corrective measures; etc.

» Put in place fiscal provisions for charging fees or levies;
tax treatment of carbon credits; etc.

» Clearly define institutional arrangements (including the
Institutional Arrangements DNA), roles and responsibilities, and establish transparent
appeals and penalty mechanisms.

» Set systems for enabling cross sectoral coordination and
decision-making




Operational Requirements — Best Practices

While not explicitly mandated by CMA decisions, these are critical for credible, high-integrity Article 6 participation

NDC & POLICY FRAMEWORK TECHNICAL & REPORTING SYSTEMS

NDC Implementation Plan

Identify unconditional vs. conditional mitigation interventions to
delineate what can be exported without "overselling risk". Requires
cross-ministerial consultation.

Authorization Criteria

Positive/negative eligibility lists; sector or activity caps; conditions
(e.g. solar + battery storage). Prevents over-crediting and
misalignment with NDC.

Legislative Underpinning

Climate Change Act or secondary regulation (statutory instruments,
orders) to legally mandate authorization body actions — providing
certainty to decision-makers.

Political Oversight Body
Body responsible for rule-making and setting authorization criteria;
complements technical authorization body.

Registry Data Exchange Workflow

"Playbook" for synchronizing national registry with external registries.
Real-time sync not required, but digitized workflow strongly
recommended.

CARP/AEF Alignment
Report in Agreed Electronic Format to UNFCCC CARP. Annex IV BTR;
CTF Table 4 —reflects ITMO generation, authorization, first transfer.

Corresponding Adjustment Method
Chosen method (indicative multi-year trajectory, averaging, multi-year
emissions trajectory) documented in Initial Report.

Finance & Progress Tracking
BTR to report finance needed/deployed for NDC; track
implementation progress as basis for informed ITMO export decisions.



Elements of the Operational Framework

Detail out formal
approval and
authorization procedures 0=

l
/ [<O \ Clarify clear governance
EON ot

Define timing rules for

authorization and CR structures, reporting workflows,

corresponding AU and oversight mechanisms

adjustments. Operationalizing
\ Carbon Market )
Transactions
Establish information sharing,
Implement registry, 0= capacity building and

tracking, and accounting = communication mechanisms

systems for stakeholders

Formulate a pricing approach for
authorized and unauthorized credits, as

well as a schedule of charges and fees »



Thank You!
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