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Key messages 

  

 

Key messages 

  

▪ As international oversight on Article 6.2 cooperative approaches depends on trans-
parency, a robust reporting and review system is a precondition for ensuring envi-
ronmental integrity. High transparency will thus be crucial to build trust in Article 6 
action. 

▪ Currently envisioned reporting and review processes in Article 6 draft negotiation 
texts should be further optimised to increase efficiency and ensure that relevant 
qualitative and quantitative information is made available early on through the ini-
tial report.  

▪ Article 6 review processes need a clear and strong mandate adressing substantive 
issues beyond mere procedural issues.  

▪ Reporting and review processes under Articles 6 and 13 must be synchronised and 
linked in a way that leads to reinforcement of strengths and avoids time lags, incon-
sistencies and duplications. COP26 negotiations should keep these links in mind. 

▪ Capacity building should focus on the key challenges, such as institutionalising and 
ensuring regular updates of GHG inventories, calculation of NDC-related emission 
balances and understanding the impacts of corresponding adjustments. 

▪ Governments should align the institutional structures underpinning their reporting 
to the level of engagement in Article 6. Countries with a high level of engagement 
should invest sufficient resources into reporting. The UNFCCC Secretariat should har-
ness sufficient financial and expert resources to ensure high-quality reviews.  
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1. Introduction 

Enhanced transparency of greenhouse gas mitigation action is pivotal for accountability in the 
bottom-up Paris Agreement (PA) regime, with its ambitious target of limiting global warming 
to 1.5°C-2°C. Voluntary cooperation through market-based instruments is enshrined in Article 
6 of the PA. Transparency will be key for ensuring the environmental integrity of internation-
ally transferred mitigation outcomes (ITMOs), especially as cooperative approaches under Ar-
ticle 6.2 are not subject to international oversight by a regulatory body. Reporting and expert 
review fulfils an early warning function regarding risks generated by international carbon mar-
kets that could jeopardise achievement of the PA targets.  

Transparency on market-based cooperation relates to: 

➢ Availability of information on the mitigation activities generating ITMOs that is com-
plete, comparable and robust, showing the environmental integrity of the activity and 
its promotion of sustainable development. 

➢ Tracking and reporting of authorisations and transfers of ITMOs, considering different 
purposes of ITMO use. 

➢ Availability of information on accounting for authorisations and transfers that shows 
how double counting was avoided. 

Under the PA, transparency on market-based cooperation is closely linked with transparency 
of achievement of Parties’ Nationally Determined Contributions (NDCs) and decarbonisation 
targets, outlined in the so-called long-term low emission development strategies (LT-LEDS). 
The rules for the enhanced transparency framework for action and support (ETF) under the 
PA (Article 13) require Parties to report on: 

➢ Sectors and gases where they pursue Article 6 cooperation in their national inventory 
reports (decision 18/CMA.1, paragraph 49); and 

➢ Methodologies and assumptions in cooperative approaches (ibid., paragraph 64), and 
on environmental integrity and avoidance of double counting within their structured 
summary on NDC implementation (ibid, paragraph 77d) in their biennial transparency 
reports (BTRs). 

As the rules for the ETF were adopted prior to the Article 6 rulebook, Article 6 reporting re-
quirements will be extended by the Article 6.2 guidance and Article 6.4 rules, modalities and 
procedures (RMPs). At the upcoming 26th Conference of the Parties to the UNFCCC (COP26) 
and the third Conference of the Parties serving as the meeting of the Parties to the Paris 
Agreement (CMA3), Parties will be negotiating both the exact reporting formats and tem-
plates for the ETF, as well as the guidance for Article 6.2 cooperative approaches and the RMPs 
of the Article 6.4 mechanism (A6.4M). Transparency is to be achieved through Party reporting, 
the technical expert review of Party reports and the UNFCCC Secretariat providing public in-
formation in the Article 6 database and the A6.4M registry through the Centralised Accounting 
and Recording Platform (CARP). Robustness of outcomes requires coherence and consistency 
of any decision taken regarding the ETF and Article 6 reporting and review processes.  

In the last round of informal discussions under the Subsidiary Body for Scientific and Techno-
logical Advice (SBSTA) in June and September 2021, Parties recognised the need for further 
technical work ahead of and at COP26 to refine the provisions in the negotiation text regarding 
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the reporting and review process. Many Parties recognised the need to clarify the upfront 
information requirements on cooperative approaches, define the format for annual infor-
mation, clarify the interlinkages of reporting on cooperative approaches and the A6.4M and 
develop the modalities, procedures and guidelines for the review process (SBSTA 2021a). Par-
ties also recognised the need for capacity building to enable Parties to take on the participa-
tion responsibilities and facilitate reporting (SBSTA 2021b). Additionally, Parties recognised 
the linkages with transparency negotiations, and some suggested to organise a joint consul-
tation on reporting with Article 13 experts before COP26 (SBSTA 2021b). In addition, Parties 
recognised the need for cross-references in the Article 6.2 guidance to paragraph 77(d) of 
decision 18/CMA.1 on the ETF (SBSTA 2021c). Discussions went into greater detail about tim-
ing, content and form of reports, with different options identified. Some Parties suggest to 
already develop the format of the initial report at CMA3, and many Parties expect the report-
ing cycle to be operationalised by CMA4 (SBSTA 2021c).  
 
This paper provides an overview on envisaged accounting, reporting and review processes for 
participating Parties under Article 6.2 and for host Parties under the A6.4M. It focuses on 
baseline-and-credit approaches. Next to discussing the technical aspects of activities, meth-
odologies and characteristics of ITMOs that will need to be reported by countries, the paper 
will show how synergies between the different reporting and review processes can be har-
nessed, when they could be coupled or decoupled and how reporting processes could be fur-
ther optimised. We use results of a survey on transparency provisions in the context of Article 
6 cooperation conducted from July until mid-September 2021 in the context of the Carbon 
Market Mechanism Working Group (CMM-WG). In total, 16 people took part in the survey. 
Two thirds of the survey respondents indicated that they have a high level of expertise on 
carbon markets. The largest group of respondents work in the public sector, closely followed 
by consultants. 
 

2. Strengthening reporting obligations of Parties 

This chapter discusses accounting and reporting obligations of Parties according to the current 
Article 6.2 and 6.4 draft negotiation texts and suggests improvements in terms of scope, tim-
ing and the coupling and decoupling of reports. 

2.1. Article 6.2 guidance 
International oversight on cooperative approaches will be exercised through a reporting and 
review cycle, embedded in the ETF. The modalities, procedures and guidelines (MPGs) estab-
lished by Decision 18/CMA.1 already stipulate a number of reporting obligations with respect 
to cooperation under Article 6 (see Box 1). The required information on Article 6 cooperation 
will be subject to the Article 13 technical expert review (TER) and the facilitative sharing of 
views among Parties that also forms part of the Article 13 review process. 

Box 1: Reporting requirements on Article 6 cooperation under Decision 18/CMA.1 (UNFCCC 2018, 
Annex) 

➢ Para. 48: “Each Party shall report seven gases (CO2, methane (CH4), nitrous oxide (N2O), hydro-
fluorocarbons (HFCs), perfluorocarbons (PFCs), sulphur hexafluoride (SF6) and nitrogen trifluo-
ride (NF3)); those developing country Parties that need flexibility in the light of their capacities 
with respect to this provision have the flexibility to instead report at least three gases (CO2, CH4 
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and N2O) as well as any of the additional four gases (HFCs, PFCs, SF6 and NF3) that are included 
in the Party’s NDC under Article 4 of the Paris Agreement, are covered by an activity under 
Article 6 of the Paris Agreement, or have been previously reported.” 

➢ Para. 75f: “Methodologies associated with any cooperative approaches that involve the use of 
internationally transferred mitigation outcomes towards its NDC under Article 4, consistent with 
CMA guidance on cooperative approaches under Article 6. 

➢ Para. 76d: “Each Party shall also: Describe how double counting of net GHG emission reductions 
has been avoided, including in accordance with guidance developed in relation to Article 6, if 
relevant.” 

➢ Para 77d: “Each Party that participates in cooperative approaches that involve the use of inter-
nationally transferred mitigation outcomes towards an 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 CMA on Article 6: 
o (i) The annual level of anthropogenic emissions by sources and removals by sinks covered by 

the NDC on an annual basis reported biennially; 
o (ii) An emissions 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; 

o (iii) Any other information consistent with decisions adopted by the CMA on reporting un-
der Article 6; 

o (iv) Information on how each cooperative approach promotes sustainable development; 
and ensures environmental integrity and transparency, including in governance; and ap-
plies robust accounting to ensure inter alia the avoidance of double counting, consistent 
with decisions adopted by the CMA on Article 6.” 

➢ Para. 121m(iii): “How double counting was avoided between the resources reported as pro-
vided or mobilized, and the resources used under Article 6 of the Paris Agreement by the acquir-
ing Party for use towards the achievement of its NDC;” 
 

2.1.1. Defining cooperative approaches and ITMOs 
The Article 6.2 guidance is restricted to cooperative approaches and the avoidance of double 
counting. However, the scope is currently unclear, as it will depend on the definition of a co-
operative approach and an ITMO generated therein. It is not clear yet whether an ITMO has 
the character of a unit traded – as has generally been the case under previous and existing 
compliance and voluntary carbon markets – or whether it represents a pure accounting unit 
(or both). Against the background that an ITMO must be real, verified and additional (UNFCCC 
2019a, Annex, para. 1) and tracked according to unique identifiers (such as the vintage year 
and respective cooperative approach) (UNFCCC 2019a, Annex, para. 29), the first definition is 
broadly supported. 

According to the Article 6.2 guidance (UNFCCC 2019a, para. 1 d,f), ITMOs from a cooperative 
approach cover mitigation outcomes authorised for use towards an NDC, as well as mitigation 
outcomes authorised for ‘international mitigation purposes other than NDC achievement’ or 
for ‘other purposes’. Thereby, we understand that a cooperative approach can take place 
among two countries or a country and a non-Party buyer (e.g., airline for use under CORSIA, 
which is an ‘international mitigation purpose other than NDC achievement’, or a voluntary 
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carbon market actor). These different use cases underline the importance of the act of au-
thorisation by the host country.  

At the May-June 2021 session of the Subsidiary Bodies (SBs), some Parties suggested to clearly 
state that international mitigation purposes relate to international aviation and international 
shipping. Other Parties, however, argued in favour of keeping the definition broad to ensure 
the avoidance of double counting for a wide range of other uses (SBSTA 2021b).  

2.1.2. Detailing reporting requirements and identifying issues 
The draft Article 6.2 guidance specifies three reporting processes for cooperative approaches. 
Box 2 provides an overview of the scope, format and submission platform of the respective 
reports. 
 

Box 2: Reporting processes according to the draft Article 6.2 guidance 

As per the current draft text, the initial report must be submitted at the latest at the time of providing or 
receiving authorisation or initial transfer of ITMOs from a cooperative approach– if practical, in conjunction 
with the next due BTR. The annual information must be submitted on an annual basis in an agreed electronic 
format. The regular information is to be submitted with or in the BTR.  

While it is not a requirement to have submitted the first BTR before engaging in a cooperative approach, some 
NDC-related information is to be included in the initial report. This refers to the quantification of the Party’s 
mitigation information in its NDC, including sectors, reference levels of emissions, etc. 

The overall interrelationships between the Article 6 and Article 13 reports are shown in Figure 1 below. 

Figure 1: Interrelationships between Article 6 and 13 reports 

 

Source: Authors based on Michaelowa et al. (2020), UNFCCC (2019a) 

 

When asked what robust reporting processes mean, the four answers that ranked highest 
among survey respondents were: 
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➢ “Information on cooperative approaches is aligned with information provided in the 
biennial transparency report and the national inventory report (NIR),” 

➢ “Submitted information on cooperative approaches specifies how the environmental 
integrity of the market-based cooperation is ensured,” 

➢ “Reporting on cooperative approaches is standardised and quantifiable to the extent 
possible,” and 

➢ “There are clear international guidelines for reporting on environmental integrity and 
key related concepts (additionality, conservativeness, baseline-setting, verification) in 
place.” 

We now discuss optimisation options for reporting under Article 6. 

Strengthening the initial report 

A debate has emerged in the negotiations whether more information should be moved from 
the regular information and requested upfront in the initial report, specifically on the type of 
cooperative approach and how environmental integrity is ensured. This option was also re-
tained by the SBSTA Chair from the last round of informal discussions (SBSTA 2021c). The ra-
tionale is that by the time a government grants authorisation for an ITMO transfer, the infor-
mation on ensuring environmental integrity is available anyway (see Table 1 for an overview 
of environmental integrity-related reporting requirements). Further options were outlined at 
the SB session in May and June 2021 (see Figure 2 below). 

In addition, the reporting burden from extensive regular reports might be reduced if the rele-
vant information is to be included from the outset and only updates to such data included 
thereafter. Michaelowa et al. (2020) also propose to include further information in the initial 
report: 

➢ Information on environmental integrity, including additionality and consistency with 
SD objectives, 

➢ Information on domestic processes for eligibility and authorisation of activities, and 

➢ Information on the intended use of the Article 6 cooperation to increase NDC ambition 
(e.g., targeted sector, technologies and abatement costs incurred by the cooperative 
approach). 

Including more information on the environmental integrity of cooperative approaches in the 
initial report scored highest among survey repondents when asked about different design op-
tions of reporting processes. 
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Figure 2: Options for including more information in the initial report 

 

Source: SBSTA (2021b) 

As outlined above, the initial report contains some accounting information that will remain 
the same throughout the NDC implementation period. The initial report also refers to qualita-
tive information that is directly related to a specific cooperative approach. Parties thus have 
proposed to split the initial report into two parts: an initial report on “NDC accounting” and 
one initial report for each cooperative approach that the Party engages in. SBSTA (2021b) out-
lines the option that one initial report is to be submitted which is subsequently updated for 
each new cooperative approach. SBSTA (2021c) also includes the option of having a stand-
alone report for any subsequent cooperative approach. This report should be submitted upon 
authorisation and not at the time of the first ITMO transfer or at the time of the next BTR.  

Table 1: Reporting elements on environmental integrity  

Reporting requirement paragraph 22(b) Related pieces of information 

No net increase in global emissions 

- Representativeness of the method of corresponding adjustment applied 
- NDC scope 
- NDC ambition  
- Metrics applied 
- Time frame of NDC implementation 

Robust, transparent governance 

- Approval and authorisation processes and criteria 
- Information on design and operation of activity 
- Monitoring procedure 
- Verification procedure 

Quality of mitigation outcomes 

- Activity type 
- Activity scope / boundary 
- Attribution 
- Additionality of the activity 

Description of the cooperative approach, expected mitigation, how environmental integrity 
is addressed, contribution to Paris goals, NDC and LT-LEDS

The authorisation of the cooperative approach

How the cooperative approach avoids negative social and economic impacts, 
protects human rights and indigenous peoples

How the cooperative approach promotes sustainable development and respects 
human rights

Information on Share of Proceeds (SOP) and Overall Mitigation in Global Emissions 
(OMGE) in the cooperative approaches

Information on how safeguards and limits are respected

Baseline principles and guidelines for methodologies
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Reporting requirement paragraph 22(b) Related pieces of information 

- Monitoring methodology 
- Approaches for verification 

Stringent reference levels - Methods applied to determine reference level 

Baselines set in a conservative way and 
below BAU (including existing policies 
and addressing potential leakage) 

- Methodologies applied (to assess additionality and calculate baselines) 
- Credits issued, including actual vs. expected performance, and reasons 

for deviations 
- Methodologies applied to assess and calculate leakage 
- Account in accordance with methodologies and common metrics as-

sessed by the IPCC 

Minimising the risk of non-permanence 
- Methodology applied to assess non-permanence risk 
- Discount rates applied, if relevant 
- Approach for replacement of units if non-permanent, if relevant 

Addressing reversals (if relevant) - Methodology applied to assess and calculate reversals 

Source: Michaelowa et al. 2020 

Such strengthening of the initial report only makes sense if the submission trigger of the initial 
report is understood as being the provision or receipt of authorisation of the initial transfers 
of ITMOs under a cooperative approach. Some Parties do, however, prefer to report this in-
formation in the context of the BTR. Different options are captured in this regard in the SBSTA 
Chair Summary (2021c). 

Detailing annual information requirements 

The annual information focuses on quantitative information, as outlined in Figure 1. From the 
draft guidance, it is not clear when exactly the annual information must be submitted. There-
fore, some Parties suggested to set a clear date for the submission of the annual information 
(SBSTA 2021b). On the question of what a justifiable period for the availability of the annual 
information would be, the majority of survey participants were in favour of the annual infor-
mation being available after a period of 3 years. A period of 1 year was supported by some, 
while a period of 5 years was supported by very few people. 

Also, information on cancellation of ITMOs for OMGE, SoP and other purposes could be in-
cluded. Here, some important lessons from voluntary cancellations under the Kyoto Protocol 
(KP) need to be considered, when deciding on reporting outlines and formats including elec-
tronic formats. 

Box 3: Problematic definition of voluntary cancellation under the Kyoto Protocol 

Countries with binding reduction targets under the KP (Annex B countries) must report on the cancellation of 
Kyoto units on an annual basis and in a standardised electronic format. The same information is also published 
for the CDM registry (Michaelowa 2021b). Voluntary cancellation refers to the placement of units in a cancel-
lation account to prevent their use for Annex B compliance purposes. The term is related to vastly different 
use cases which can include domestic compliance uses and re-issuance of units for use on voluntary carbon 
markets. 

Since the lines between the voluntary and compliance markets are increasingly blurred and distinc-
tions are made between “offsetting” and “finance” (non-offsetting) uses of units, it will be important 
to adopt a more granular reporting on accounting and particularly cancellation of ITMOs under the 
PA.  
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Box 4: Transparency in Kyoto registries undermined by governments 

In 2005, far-reaching transparency provisions regarding Kyoto unit transactions in the national and CDM reg-
istries were agreed (UNFCCC 2005a; UNFCCC 2005b). Information was to be shared on unit quanities held, 
acquired, transferred, retired and cancelled per year as well as on units carried over and current holdings of 
units in each account. However, the confidentiality regulations in different Annex B countries prevented the 
implementation of this requirement. The UNFCCC therefore concluded that aggregated information on Kyoto 
units published annually in the standardised electronic format including a reference to the confidentiality reg-
ulation would be sufficient (UNFCCC ITL Administrator 2015). The same approach was applied by the CDM 
registry (CDM EB 2016). This lack of transparency renders public scrutiny of Kyoto mechanisms transactions 
difficult. A core lesson learned for the PA is that (anonymised) disclosure of information on ITMO holdings, 
transfers and carry-overs will be pivotal to ensure carbon market integrity. Confidentiality needs could be 
satisfied through a ‘cool-down period’ of 3 years before publication (Michaelowa et al. 2021b). 

 

When asked whether Parties should be able to evoke confidentiality on certain elements re-
ferring to the example that instead of reporting serial numbers of traded ITMOs, only aggre-
gated information is reported, 72.5% of survey respondents agreed while 15% disagreed and 
12.5% strongly disagreed. Being directly asked which elements Parties should be able to evoke 
confidentiality on, the answer that ranked highest among survey respondents was private sec-
tor data used to calculate reference levels, crediting baselines and emission caps. 61.5% of 
respondents agreed that there must be international guidance in place that specifies what 
options are allowed to reflect flexibility in the electronic format of the annual information. 
Besides, 64.3% of respondents agreed and 35.7% disagreed that confidentiality must be time 
bound and information fully disclosed after a certain period of time. 

Decoupling regular information from BTR submissions 

The regular information including the annual information report is to be submitted in conjunc-
tion with the BTR (UNFCCC 2019a, para. 21) first due in 2024. However, submission of national 
communications (NCs) and biennial update reports (BURs) under the UNFCCC has seen large 
delays (Michaelowa et al. 2020; Murun et al. 2020). If this happens again with BTRs, tracking 
of applied CAs in the structured summary on NDC implementation (UNFCCC 2018, Annex, 
para. 77d) will become challenging. We therefore propose that the regular information is de-
coupled from the submission of the BTR in case the country cannot provide it on time.  

Detailing regular information requirements 

Michaelowa et al. (2020) noted several unclear reporting obligations and further specification 
needs as well as missing information in the context of the regular information. The guidance 

➢ often refers to “how” reporting requirements, e.g., how to ensure that the cooperative 
approach does not result in a net increase in emissions in the context of ensuring en-
vironmental integrity (UNFCCC 2019a, Annex, para. 22b). It should specify the level of 
detail or the specific piece of information required in this regard. 

➢ should ask Parties to also provide information on how it ensures the additionality of 
generated mitigation outcomes and on the monitoring procedures and methodologies 
used. Here, alignment with provisions in the BTR should be ensured. 

➢ should specify the type of information required on how the cooperative approach is 
consistent with the host country’s sustainable development objectives.  
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➢ should clarify how special circumstances of LDCs and SIDS and flexibility granted to 
those Parties that need it under the ETF relates to and is considered in Article 6 report-
ing requirements. 

Furthermore, the provisions on regular information can be enhanced: 

➢ As outlined above, we propose the reporting requirements to be streamlined by including 
further information on environmental integrity and the nature of the cooperative ap-
proach in the initial report and restricting the regular information to an update on infor-
mation initially reported and new information on cooperative approaches, thus rendering 
it less comprehensive. Cross-referencing of information could further alleviate the report-
ing burden. It has to be noted though that at the May-June 2021 SB session, a discussion 
on including further information on environmental integrity and related safeguards in 
(regular) reporting requirements has resurfaced in Article 6.2 negotiations (Figure 3) 
(SBSTA 2021b).   

Figure 3: Current regular reporting requirements and proposed additions/changes 

 

Source: Authors 

➢ Regarding the format of the annual information report to be submitted as part of the reg-
ular information, it needs to be aligned with the one of the annual information. The annual 
information report should include annual and cumulative information on for example 
quantity of ITMOs first transferred and quantity of mitigation outcomes authorised for use 
(UNFCCC 2019a, para. 23). The same reporting formats should be used for the annual in-
formation (separate) and the biennially submitted annual information report (in regular 
information). 

Besides, there are some data gaps or lack of clarity that need to be focused upon in the up-
coming negotiations: 

➢ The information requirements as per paragraph 77d of decision 18/CMA.1 do not foresee 
accounting for NDC targets or ITMOs expressed in non-GHG metrics (SBSTA 2021b). Some 
Parties stress that developing rules in this regard is important to ensure inclusivity of rules 
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for NDC types (SBSTA 2021b). However, accounting for non-GHG metrics without conver-
sion could lead to transfers of units that lead to an increase in emissions. A key safeguard 
that was discussed is to keep track of the mitigation (GHG) impact of cooperation to en-
sure there is no increase in net emissions. Several Parties suggested some technical expert 
review or international oversight on the conversions undertaken (SBSTA 2021b). 

➢ It is currently unclear how accounting for conditional versus unconditional NDC targets 
should take place. Neither the guidelines for the common reporting tables and the struc-
tured summary (BTR) currently specify how Parties should report on achievements to-
wards conditional and unconditional targets (Greiner et al. 2021). 

➢ Further clarification is needed on the triggers for CAs. This has also been brought forward 
by Parties at the May-June SB sessions. The following options were discussed (SBSTA 
2021b): 

o Introduce a time limit by when a CA must occur 

o Set a time limit to by when accounting for an NDC implementation period needs to 
be finalised. This will be pivotal to prevent the circulation of so-called ‘zombie 
units’ under the KP (see Box 4). Also see Box 5 for a detailed description of how 
transparency was ensured under JI and IET. 

o Specify to what annual emission balance the CA is made to: Year in which mitiga-
tion occurs (vintage year) or year of authorisation. The authors argue that trans-
ferring Parties (host Parties) should undertake the CA for the vintage year; the us-
ing Party for the year of use. 

 

Box 5: Lessons learned from the KP on avoiding ‘zombie units’ 

Kyoto units can be transacted in the commitment period (CP) they were created in. After the end of the CP, 
these units can partly be carried over (within certain limits). The remainder of the units must be mandatorily 
cancelled (SBSTA 2005; UNFCCC 2005a). When being carried over in a subsequent CP, units’ serial numbers 
are updated to reflect their future eligibility. In theory, this sounds reasonable, in practice, however, there has 
not been a deadline in place for finalising the carry-over process. Consequently, no Party has finalised the 
carry-over process and Kyoto units from the first CP (CP1) ending in 2012 have continued to be reported until 
now in the standardised electronic formats. Hence, Parties continue to hold Kyoto units from CP1 in their 
national registries even after the accounting for that CP has been done. A potential reason for this might also 
be the effort required for the cancelling of units belonging to private entities. Thus, there are still CP1 units in 
national registries in 2021 which cannot be transferred out of the registry and must be considered ‘zombie 
units’. However, these units can be cancelled, meaning also used for non-Kyoto Protocol purposes. CERs in 
the CDM registry do not have to be automatically cancelled like the ones held in Annex I registries. Transac-
tions within the CDM registry including voluntary cancellations can thus also take place after the end of the 
true-up period of a CP (CDM 2021). A key goal under the PA carbon markets should thus be that the generation 
of ‘zombie units’ and their use in some carbon market segments is avoided. A lesson learned is that the en-
forcement of mandatory cancellation of units at the end of an NDC implementation period will be difficult. 

 

Timely application of corresponding adjustments (CAs) 

Since the Article 6.2 draft guidance does not specify any time limits or expiry dates for the use 
of ITMOs, it is very likely that time lags between the authorisation of the first transfer, the 
transfer of ITMOs and the use of these emerge (Falduto et al. 2021). This, in turn, might ham-
per the timely application of CAs as ITMOs generated during an NDC period might only be 
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used in the next NDC period, also referred to as banking. In practice this could imply that the 
transferring Party needs to apply CAs once ITMOs have been transferred, calculating the emis-
sion balance based on a GHG inventory from an earlier NDC period than the buyer Party that 
uses the ITMOs, building on the GHG inventory submitted during a subsequent NDC period. 
Consequently, it might become difficult to track the applied CAs for transfer and use as they 
might occur based on different GHG inventories. This is why Falduto et al. (2021) propose the 
introduction of time limits or expiry dates for the use of ITMOs. The SBSTA Chair noted differ-
ent options from expert discussions among Parties on the timing of corresponding adjust-
ments including allowing or not allowing banking and/or deciding on a work programme for 
“true up period accounting” (SBSAT 2021c).  

Clear presentation of Article 6 information in CARP 

Over 90% of survey respondents agreed that all information provided by Parties under Article 
6.2 must be made publicly accessible. In the case of the annual information, 73% of respond-
ents agreed that the information on unique identifiers of ITMOs should even be publicly ac-
cessible in real time. This reinforces the need for a comprehensive but transparent tracking 
platform. The CARP comprises the Article 6 database and the UNFCCC international registry 
and links to national registries and the Article 6.4 mechanism registry. In order to ensure trans-
parency of data, more attention needs to be paid to the clear presentation of Article 6 data in 
the CARP (Merrill 2021). 

2.2. Article 6.4 mechanism’s link with Article 6.2 processes 
Under Article 6.4, mitigation activities will be overseen by the Article 6.4 Supervisory Body 
(A6.4SB) which will also approve issuance of Article 6.4 emission reductions (A6.4ERs), which 
includes mitigation action from removals. Most reporting requirements will thus reside with 
the mechanism and stakeholders authorised by Parties to take part in it. Reporting by Parties 
under the A6.4M relates to approval and authorisation processes (activities, non-state partic-
ipation) and authorisations of transfer. 

Once A6.4ERs are transferred, the Article 6.2 guidance must be followed by Parties. The Article 
6.4 RMPs foresee the establishment of an Article 6.4 registry that contains pending, holding, 
retirement and cancellation accounts (UNFCCC 2019b, para. 60). There is a clear link needed 
between accounting report processes and registries, e.g., an automatic link between the Arti-
cle 6.4 registry and the Article 6 database as soon as ITMO transfers are taking place. The 
Article 6 database forms part of the CARP and stores information related to cooperative ap-
proaches in accordance with agreed electronic format tables. It is currently unclear whether 
there will be a direct link from the Article 6 database to the A6.4 registry. It is likely that the 
A6.4M will be relatively similar to the CDM registry with some additional functions (e.g., track-
ing if A6.4ERs have been authorised for transfer and/or have been correspondingly adjusted 
for). For further information on the CDM registry, see Box 6.  

At the informal technical discussions in June 2021, Parties recognised the importance of de-
veloping the reporting and review requirements under the A6.4M in relation to Article 6.2 for 
rapid operationalisation (SBSTA 2021a).
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Box 6: The CDM registry 

The CDM registry was implemented by the UNFCCC Secretariat under the authority of the CDM Executive 
Board. The CDM registry issues CERs and distributes them to the respective national registries, thus not rep-
resenting a trading registry (Michaelowa et al. 2021b). After CER issuance, CERs are stored in the pending 
account and once the SOPs have been paid, CERs can be transferred to national registries or to permanent 
holding accounts within the CDM registry. Other accounts to which CERs can be transferred within the registry 
are the cancellation accounts. CERs can either be placed there for administrative cancellation (e.g., erroneous 
issuance) or voluntary cancellation, as discussed above. 

Lesson learned from the CDM: A more detailed reporting on different types of cancellation is recom-
mended in the PA context to fully understand the use of A6.4ERs and ITMOs towards a Party’s NDC 
or towards other international mitigation purposes and the links to authorisations and avoidance of 
double counting. 

 

The current RMPs state that unnecessary duplication of reporting information by host Parties 
under the A6.4M shall be avoided (UNFCCC 2019b, para. 8a). However, there is a lack of clarity 
on what information will be made publicly available by the mechanism and how the reporting 
burden can be reduced. This must be considered by the A6.4SB once it develops its rules of 
procedures and details reporting requirements and publicly available information.  

3. Designing efficient review processes under Article 6 

The TER of reports carried out by qualified experts is essential for the efficient functioning of 
the ETF (Hanle et al. 2019). It is to be undertaken in a “facilitative, non-intrusive, non-punitive 
manner, respectful of national sovereignty” (UNFCCC 2018, Annex, para. 148) and will thus 
not involve any judgements of the respective country’s climate actions, e.g., with regard to its 
ambition. The focus of the TER is on the consistency of the information submitted by Parties 
and there will be no option to “sanction” Parties that do not conform with their reporting 
requirements. Hanle et al. (2019) suggest the following for achieving effective TERs under the 
ETF:  

➢ To increase the number of experts in the Roster of Experts administered by the UNFCCC 
Secretariat and providing them with the required financial means 

➢ To develop and provide improved tools and materials for a smoother review process 

➢ To start piloting aspects fo the MPGs rather sooner than later 

➢ To initiate discussions among current experts in GHG inventory, NC/BR and BUR processes 

➢ To encourage Parties to accelerate their BTR submission and to do so well in advance of 
the 2024 deadline 

Below we discuss specific aspects and challenges for the Article 6 TER. 

3.1. Technical expert review under Article 6.2 
As per the current draft Article 6.2 guidance, the Secretariat shall undertake consistency 
checks in the Article 6 database and notify both Parties and expert reviewers of any such in-
consistencies (UNFCCC 2019a, para. 33). This would be simple if registries will be connected 
to the database and an international institution/process would take up the function of the 
International Transaction Log established under the KP. Subsequently, a TER team reviews the 
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consistency of the information submitted in the initial report and the regular information and 
prepares a report which highlights inconsistencies and provides recommendations to the par-
ticipating Parties on how to address these (UNFCCC 2019a, para. 18-24).  

For survey respondents, a robust review process is given if the review is made publicly acces-
sible (34.8%), if the review processes under Article 6.2 go beyond procedural aspects and re-
viewers have a mandate to check the compliance with guidance and substantive standards 
(33.3%), and if reviewers are able to forward the report to the Article 15 Compliance Commit-
tee in case of non-compliance. 

In the following, these and further aspects that determine a robust review process are dis-
cussed. 

Giving a clear mandate to the reviewers 

The robustness of the review will depend on the mandate that is given to the expert reviewers. 
Recently, some Parties proposed that the review should not only check the consistency of 
information but also whether the cooperative approach as such is consistent with the guid-
ance. Adjustments should be required if the latter was not the case (SBSTA 2021b). The cur-
rent text only foresees that the UNFCCC Secretariat prepares periodic synthesis reports of the 
results fo the Article 6 TER including the identification of recurring themes and lessons learned 
(UNFCCC 2019a, para. 5). The forwarding of information to the Article 15 (i.e., compliance) 
Committee would strengthen the robustness of the process but is contested (SBSTA 2021b). 

Specifying the review formats and managing costs 

There are different TER formats available under the ETF (see Box 7) but it is not clear yet 
whether the Article 6 TER takes the same format(s) and if so, which one exactly. Other remain-
ing questions that should be clarified are whether there are any membership overlaps be-
tween the Article 6 and 13 review teams, whether one team looks at clusters of cooperative 
approaches and whether specific skills are required for the Article 6 review (e.g., metric con-
versions and CA methods) (Merrill 2021). 

The review’s format also has relevant implications for costs. Under the pre-Paris rules, about 
150 working days are required for an in-country review and 80 working days for a centralised 
review (Pulles 2016). Michaelowa et al. (2020) estimate the need for ~1500 experts for tech-
nical review of more than 190 BTRs every two years, as well as a simplified review of NIRs in 
the interim years. The costs could be covered through an administrative fee for engagement 
in cooperative approaches like under JI track 1 and 2. Rather than the costs, the main con-
straining factor is currently the number of available review experts (Simeonova 2021). The 
current number of experts is about 1000 and further capacities would need to be built to in-
crease the number of reviewers (Simeonova 2021).  

Box 7: Technical expert review formats under the ETF (UNFCCC 2018, Annex, para. 150) 

➢ Centralised review: The technical expert review team conducts a review from the 
same location. Here, an expert review team can review several Parties.  

➢ In-country review: The technical expert review team makes an in-country visit in the 
Party subject to review.  

➢ Desk Review: The technical expert review team conducts a review remotely.  
➢ Simplified review: Takes place under the lead of the UNFCCC Secretariat, which makes 

an initial assessment of completeness and consistency with the MPGs. 
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Synchronising Article 6 and Article 13 review processes 

The Article 6 TER is embedded in the Article 13 TER as the resulting report on the Article 6 
review is to be forwarded for consideration to the Article 13 TER. The efficient linking of Article 
6 TER followed by the Article 13 TER was also strongly supported by survey participants and is 
reflected in the latest Chair Summary Note (SBSTA 2021c). This has implications for the timing, 
sequencing, and process of the Article 6 review (SBSTA 2021a) and duplication of work needs 
to be avoided (SBSTA 2021b). Especially, there should be a simultaneous review of information 
submitted by Parties performing under the same cooperative approach. In this case, a cen-
tralised review is considered the most efficient approach (Falduto et al. 2021). In informal 
discussions, many Parties noted that the reviews should take the form of desk reviews (SBSTA 
2021c). 

In general, it should be noted that in case the initial report comes in before the first BTR (latest 
submission date per 18/CMA.1), the review process will be relatively crowded compared to 
the situation where the initial report comes in around the same date as the BTR (see Figure 
4). This will also hold true for subsequent submissions of initial reports. There is thus a need 
to determine review dates. Also, there is a risk that a delayed Article 6 review due to synchro-
nisation with BTR reviews jeopardises environmental integrity. 

Figure 4: Early and late initial report submissions and resulting processes 

 

 

Source: Merrill (2021) 
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3.2. Review under the Article 6.4 mechanism 
The A6.4SB oversees the mechanism and enforces the A6.4M RMPs (UNFCCC 2019b, para. 
24), to ensure environmental integrity and respect of further safeguards regarding activities 
implemented and mitigation outcomes credited. This includes approving of methodologies 
and accreditation of designated operational entities (DOEs) (UNFCCC 2019b, para. 24) that 
undertake indepent review of emission reductions achieved (UNFCCC 2019b, para. 48). 

An automatic link to the Article 6 database should be made as soon as an A6.4ER becomes an 
ITMO. The link should be traceable in the Article 6 database upon the first transfer and should 
reveal the underlying information on the Article 6.4 activity (Michaelowa et al. 2020). 

4. Article 6 reporting and tracking processes at the national level  

To oversee, track and account for market-based cooperation under Article 6, Parties will have 
to develop national processes and tools to facilitate their compliance with reporting require-
ments under Article 6.2 and in the context of the A6.4M. 

4.1. National processes and infrastructure for reporting and tracking 
under Article 6.2 

Parties that plan to participate in a cooperative approach will have to designate a national 
authority that is responsible for the authorisation of ITMO transfers. They will either need to 
implement a national registry able to keep track of all authorisations, transfers and acquisi-
tions (see Box 8 for further information on national registries under the KP) or alternatively 
ensure access to a relevant registry (e.g., UNFCCC registry). Ideally, the national registry is 
linked to the electronic format of the annual information and the Article 6 database, so that 
the annual information and potentially the annual information report of the regular infor-
mation can be automatically generated. 

Besides, survey participants considered the following Article 6 infrastructure design needs al-
most equally important for the transparency of market-based cooperation: Ability to auto-
matically detect quantitative inconsistencies, ability to automatically extract information and 
fill in agreed electronic reporting templates, ability to sort information by different parame-
ters and to link the available information in different reports and storage places. 

The World Bank (2020) suggests that the tasks of maintaining the registry and reporting on 
cooperation should be assumed by an administrative body in the host country governance 
under Article 6, consisting of a technical committee in charge of analysis and oversight of 
methodologies, an executive body for rulemaking and a decision body for policy coordination 
and oversight. However, the governance structure established should be designed in the con-
text of the host countries’ scope and intensity in market-based cooperation. If a host country 
is only hosting few activities, or even only authorising single activities implemented by private 
sector actors, a fully fledged governance system of four committees may be overly heavy 
(Michaelowa et al. 2021c). In these cases, existing authorities (e.g., for the CDM) could be 
designated to also provide oversight on Article 6 engagement. In the same vein, ADB (2020) 
wonders whether a simple Excel sheet (‘register’ instead of ‘registry’) may be enough in the 
beginning.
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Box 8: National registries under the KP 
Under the KP, Annex B countries established and operated national registries. Accounts in the na-
tional registry comprise Party accounts that belong to government entities and entity accounts be-
longing to companies or non-governmental organisations that have been authorised by the gov-
ernment. Reporting by Annex B Parties focuses on holdings and transactions within the registry 
and with other registries. Besides, the annual retirement or cancellation of units is reported to the 
UNFCCC through the standardised electronic formats. 

 
One of the most discussed issues in the international context currently is the introduction of 
corresponding adjustment (CA) processes. Transferring and using Parties will need to calculate 
the national emission balance of sources and sinks covered by their NDC based on the national 
GHG inventory. Kachi et al. (2020) argue that having an accurate and updated GHG inventory 
as well as an NDC that can be compared to inventory levels and accounted for are key readi-
ness elements for Article 6. Box 9 summarises the provisions on reporting of specific gases 
and highlights some core considerations. 
 

Box 9: Link between the NIR and Article 6, as established by Decision 18/CMA.1, para. 47-
49 

Paragraph 47 stipulates that Parties need to report estimates of emissions and removals for all categories, 
gases and carbon pools considered in the GHG inventory at the most disaggregated level and following IPCC 
guidance. This comprises reporting on CO2, methane (CH4) and nitrous oxide (N2O), and potentially also on 
hydrofluorocarbons, perfluorocarbons, sulfur hexafluoride and nitrogen trifluoride for countries that have not 
invoked flexibility. 

This implies that all gases that are either covered by the NDC, have been previously covered by the 
NDC or are covered by an activity under Article 6 of the PA must be reported. So, even if a sector or 
gas is not covered by the NDC, it must be reported in the NIR if any Article 6 activity is pursued therein. 

In the structured summary on NDC implementation, (host) countries must identify relevant indicators to track 
progress against their NDC targets and report reference values and observed levels on these indicators for the 
reporting period (x-2, or x-3 for countries that need it, due to their capacities) (UNFCCC 2018, para. 65-68). In 
addition, under paragraph 77d (UNFCCC 2018), countries must report a national emission balance of sources 
and sinks covered by the NDC if they engage in cooperative approaches against which CAs are then under-
taken. 

This is inconsistent with the provision that countries must report on gases if they are covered by 
Article 6 (in these paragraphs, only covered by NDC). Besides, it is difficult to reconcile this with cred-
iting outside the NDC (if the national emission balance is then restricted to NDC covered gases and 
sectors) and difficult to reconcile if the CMA decides to allow for trading and accounting in non-GHG 
metrics. 

 
An unresolved issue regarding the application of CAs is the case of ITMOs or NDC targets meas-
ured in non-GHG metrics. ITMOs in non-GHG metrics could be accounted for against non-GHG 
NDC targets and CAs undertaken against a national balance of the relevant metric. A conver-
sion will be required to relate non-GHG NDC targets to GHG targets. In the May-June 2021 
negotiations (SBSTA 2021b), some Parties suggested that scientific committees or technical 
experts should develop guidance and oversee conversion processes.  

Article 6 tracking tools should be integrated into or strongly linked to the NDC tracking systems 
so that a country is able to monitor progress in NDC implementation while keeping accounting 
implications of CAs in mind. If host countries find the establishment of such national processes 
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and infrastructure for reporting and tracking overly demanding and expensive, they could rely 
on the reporting that needs to be undertaken anyway under international crediting mecha-
nisms (e.g., the A6.4M) or voluntary standards. It becomes clear, though, that capacity build-
ing is required to ensure that Parties can comply with the requirements. When being asked 
on which aspects capacity building should focus on, two aspects ranked highest. First, re-
spondents indicated that the introduction of host country authorisation processes should be 
promoted. A second aspect mentioned was the development of guidance for robust reporting 
in host countries. It was specified that it would be particularly important to give guidance on 
‘how’ requirements in the annual information would be filled in (e.g., how environmental in-
tegrity is safeguarded), followed by guidance on providing quantitative information on ITMOs 
in an electronic format (as part of the annual information and guidance on converting ITMOs 
expressed in non-GHG metrics to CO2 equivalent). 

4.2. Reporting and tracking under Article 6.4 
In the context of the A6.4M, host Parties will have to designate a national authority, communi-
cate how participation in the mechanism contributes to sustainable development, what activ-
ities it would consider approving and how these contribute to NDC achievement. The national 
authority must then authorise public or private entities to participate in an activity, approve 
activities and authorise resulting transfers.  

The infrastructure of the A6.4M replaces the need for host Parties to establish their own na-
tional registry. However, the host Party will need some tool for tracking authorisations and 
transfers of A6.4 mitigation outcomes to comply with the Article 6.2 guidance. Once held and 
transferred between national registries, they must be reported upon by Parties as any other 
ITMO under the Article 6.2 guidance. The design option of an automatic link between the 
A6.4M and the Article 6 database once Article 6.4 mitigation outcomes are transferred ranked 
highly among survey respondents. The need for public accessibility of the Article 6.4 registry, 
project documentation and accounting information regarding Article 6.4 activities (including 
mitigation outocmes’ serial numbers) ranked even higher among survey participants. 
 

5. Recommendations for the operationalisation of the reporting and review 
process 

The Article 6.2 draft negotiation texts can still be adjusted and refined at COP26 to optimise 
the envisioned reporting and review processes. We outline the following recommendations 
for an improved reporting process under Article 6.2: 

➢ Strengthen the initial report by including further qualitative information on how coop-
erative approaches ensure environmental integrity, promote sustainable development 
and include social and environmental safeguards. In addition, the report should in-
clude information on domestic processes for activity eligibility and authorisation. 

➢ Requirements regarding qualitative information in initial and regular reporting need 
further details and should be expanded to cover information on how to to ensure ad-
ditionality, monitoring procedures and methodologies and consistency with the host 
country’s sustainable development objectives. 

➢ Clarify how special cirumstances and flexibility apply for LDCs and SIDS in the context 
of reporting and review. The decoupling of the initial report and regular information 
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from the BTR needs to be specified in case BTR submission is delayed. This ensures 
that oversight on environmental integrity of Article 6 cooperation is still possible. 

➢ Clarify the timing of CAs, especially with respect to the calendar year in which they 
must be undertaken on the side of the transferring and receiving Party. Implications 
for potential banking of ITMOs from one NDC period to the next and for NDC account-
ing periods needs to be carefully assessed.  We note that there are valid reasons for 
allowing banking of ITMOs, but that there needs to be full transparency about how this 
can be done and whether limitations would be required. The question of ITMO banking 
would deserve a separate detailed study. 

➢ Pay more attention to the processing of submitted Article 6 information in the CARP 
and its publication, developing principles and guardrails for the availability of public 
information to a level of detail that allows for meaningful oversight by observers and 
non-Party stakeholders. 

Concerning Article 6.4, we recommend to set up a clearly defined link between the Article 6.4 
registry and the Article 6 database as soon as ITMO transfers are taking place. 
 
Regarding review processes under Article 6, we note that the current Article 6.2 draft negoti-
ation texts do not yet go into detail on the specific format of the review. We see the following 
optimisation options for the TER under Article 6.2 and its link to the Article 13 TER: 

➢ A clear mandate needs to be provided to the reviewers regarding review scope (e.g., 
checking for substantive issues of the information provided, not just doing consistency 
checks of whether numbers match and all cells are filled) to strengthen the process’s 
robustness. 

➢ The review format (centralised, in-country, desk or simplified review) needs to be spec-
ified, as well as the skills required by Article 6 reviewers and their involvement in Arti-
cle 13 reviews. 

➢ The organisation of the review process in terms of the incurred costs and the required 
number of additional experts needs to be addressed and mandated.  

➢ Timing of Article 6 and 13 review processes should be synchronised, allowing coordi-
nation in case of a timely submission of BTRs, while decoupling the reviews in case the 
BTR is delayed. 

Regarding the above recommendation of an automatic link between the Article 6 database 
and the A6.4 mechanism registry, this link should be traceable in the Article 6 database and 
should reveal underlying information on the Article 6.4 registry to ensure that the information 
can be processed during the Article 6 TER. 
 
At the national level, efficient processes and infrastructure for reporting and tracking under 
Article 6.2 and for participation in the Article 6.4 mechanism need to be implemented. Before 
implementing these processes, the respective Party should reach a good understanding of the 
degree of involvement in Article 6 cooperation it pursues and design its governance structures 
fit for purposes while avoiding superfluous costs and complexity. The following steps are rec-
ommended to be taken at the national level: 

➢ Appointment of a national authority that is responsible for the authorisation of ITMO 
transfers. This national authority should be well-embedded in existing institutions for 
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NDC implementation and inter-agency coordination must be ensured in the context 
of NDC monitoring and accounting, including with regards to authorisation of activi-
ties, issuing and tracking ITMOs and reporting on corresponding adjustments. 

➢ For Parties that go beyond the use of the Article 6.4 mechanism or the recognition of 
independent third-party standards when granting authorisation of transfer and over-
seeing implementation, a technical committee or another administrative body that is 
in charge of analysing and overviewing methodologies (including the conversion of 
non-GHG in GHG metrics) will be required.  

➢ Ensuring access to the UNFCCC registry, implementation of a national registry that is 
linked with the Article 6 database or a comparable tracking infrastructure. In a transi-
tion period, simple ‘registers’ of mitigation activities and outcomes can suffice (e.g., 
an Excel sheet). 

Institutionalisation of Article 6 readiness comes with its challenges, especially regarding the 
lack of national capacities (also see Murun et al. 2021). Therefore, Parties must acknowledge 
that developing countries with limited resources will require support and targeted technical 
assistance to overcome theses challenges.  

➢ Capacity building programmes will have to be designed, building on lessons learned 
from the Kyoto era and the Clean Development Mechanism. Countries should explore 
options on how to ensure that costs incurred may be covered by administrative fees 
levied in cooperative approaches. Furthermore, synergies with capacity building pro-
grammes and support provided for GHG inventories and reports to the UNFCCC should 
be harnessed. Better donor coordination and transparency on support available and 
provided can also help increase efficiency and reduce costs of capacity building pro-
grammes. 

➢ Different options for tracking systems and registries and cost implications for Parties 
need to be tested. In this context, design of registries that can support automatic gen-
eration of quantitative reports and support in the application of CA should be explored. 

➢ Guidance will be required on 1) the introduction of host country authorisation pro-
cesses, 2) the provision of quantitative information on ITMOs in an electronic format 
(as part of the annual information) and 3) guidance on converting ITMOs expressed in 
non-GHG metics to CO2 equivalent. This guidance should also promote a certain de-
gree of harmonisation in Party reporting. Capacity building programmes must take this 
guidance into account and support Parties in applying them to their Article 6 activities. 
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