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1. Rationale 

While the decision accompanying the Paris Agreement (PA) states that international cooperation under 

Article 6.2 and 6.4 of the Paris Agreement should build on the experiences made under the Kyoto 

Mechanisms, there is currently a risk that the baseline and monitoring methodologies that have been 

developed and used under the latter mechanisms are discarded. This is because methodologies 

currently valid under the Clean Development Mechanism (CDM) are seen by many observers as unable 

to guarantee the principle of environmental integrity, especially regarding consistency with the long-term 

target of the PA . Critical aspects here include lack of consideration of host country NDC targets and 

existing or planned mitigation policies. Developing new Article 6 methodologies from scratch would 

however take many years and be costly (development of one new methodology costs 0.1-0.2 million $, 

i.e., the current body of ~250 methodologies under the CDM has a value of 25-50 million $). Even if the 

funding necessary for methodology development could be harnessed, the time required would lead to a 

gap in implementation of activities under Article 6 that would be detrimental for the implementation of 

NDCs, and ambition increase needed to attain the long-term target.  

An analysis of various CDM methodologies has shown that they fulfil many of the requirements of Article 

6 but have ‘blind spots’ regarding requirements that did not exist under the Kyoto Protocol, such as 

considering national mitigation policies in the host country, NDC targets and consistency with the long-

term PA target. These ‘blind spots’ stem from the generic approach of the Kyoto Protocol, where only 

industrialized countries and economies in transition took on mitigation commitments. In the absence of 

mitigation commitments in CDM host countries, baselines are mostly determined by an estimate of 

business-as-usual emissions (BAU) pathways. Also, new policies with a mitigation impact would not be 

considered in baseline setting as per rulings of the CDM Executive Board to avoid perverse incentives 

in these host countries not to adopt such policies. Furthermore, BAU baselines are defined in terms of 

the emissions intensity per unit of production of a good or service, and not in terms of absolute 

emissions. Given that the CDM has the aim to further sustainable development in the countries hosting 

CDM activities, regulators felt that developing countries would have the right to increase their 

consumption of goods and services to meet their “supressed demand”, especially given that 

industrialised countries had had the chance to do so in the past without any constraint on their GHG 

emissions. While under the Paris Agreement all countries are now obliged to formulate NDCs, regularly 

increase their stringency and implement corresponding policies and measures, the arguments for 

preventing perverse incentives and considering supressed demand continues to be highly relevant for 

developing countries, especially least developed countries (LDCs). To reach the PA objectives, 

however, countries will have to (drastically) reduce their absolute emissions even if they increase their 

production of goods and services. The poorer countries will just have more time for this transition than 

the rich ones. 

Even the most stringent baseline methodologies cannot guarantee environmental integrity in the 

meaning of the Paris Agreement. The more stringent the baseline, the more mitigation remains in the 

host country, which can either scale back mitigation efforts elsewhere, or increase the stringency of the 
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NDC at its next update according to the extra mitigation achieved. But the key for accelerating mitigation 

as needed for PA implementation, is a ‘ratcheting up’ of credit buyer NDCs.  

In Article 6 negotiations, specific rules for methodologies are discussed by Parties for the finalisation of 

the rules, modalities, and procedures (RMPs) of the Article 6.4 mechanism (A6.4M). The applicability of 

methodological approaches widely used under the CDM- including baselines derived from BAU 

projections- is highly contentious given that some Parties fear that overly stringent methodologies will 

limit investments in developing countries – that often have NDCs based on BAU projections – while 

other Parties fear that continuing with existing methodological approaches will further widen the 

“ambition gap” and penalise countries with ambitious NDCs where costs of additional action will be 

higher. Regarding the guidance on cooperative approaches under Article 6.2, Parties will have to report 

how they are safeguarding environmental integrity including information on methodologies applied and 

assumptions made. These reports will be reviewed, and the review may well conclude that the 

methodologies used are inconsistent with the principle of environmental integrity. As there will be no 

detailed international rules on methodologies under Article 6.2 as such, there is less discussion in these 

negotiations. However, any rules agreed for the A6.4M will give indications for Parties and set some 

orientation for how to operationalise key principles in cooperation under Article 6.2.  

2. Objective and scope 

Given this situation, in the ongoing Article 6 negotiations, but also in the operationalisation of Article 6 

rules and their translation into methodologies, there is a need for a pragmatic, yet robust approach to 

transition the existing methodologies while making them ‘fit for Paris’. We believe that the ‘blind spots’ 

of existing methodologies can be remedied by the development of specific ‘Article 6 tools’ that can be 

added to Kyoto Mechanism baseline and monitoring methodologies in a modular fashion. This presents 

a compromise and middle way between those who want to avoid disruption in activities and those who 

want a “fresh start”. A development of such tools would prevent the gap in activity development 

mentioned above and support the rapid operationalisation of market-based cooperation under Article 6. 

This is important as pilot activities are already underway, laying the groundwork and road-testing the 

type of activities that will shape market-based cooperation in the first NDC implementation period. Road-

testing new methodological principles must be done now. In this context, the development of tools can 

already benefit from a wealth of conceptual work on Paris Agreement alignment and on “Article 6 

readiness” from a governance perspective. There is a need to move from this conceptual discussion to 

practical implementation swiftly following agreement on the guardrails for Article 6 at COP26. The tools 

developed can then be used by Article 6.2 cooperating Parties, programme developers seeking 

registration under the A6.4M and independent standards seeking to align themselves to Paris principles.  

  



 

4/15 

 

3. Approach 

As activities pursued under Article 6 shall contribute to NDC implementation, methodological rules for 

them must be applicable to mitigation activities taking place in different political, economic, and social 

contexts. We propose to assemble a team of international experts from around the world who combine 

different perspectives and knowledge of key regions and their climate policies with long-standing 

expertise in developing methodologies under the Kyoto Protocol They also have heavily been involved 

and leading conceptual work and research on methodological issues in the Paris Agreement context. 

Thus, they are best placed to work together to consolidate key insights and translate them into 

pragmatic, yet robust methodological “tools”. These tools shall only cover the mitigation aspects of 

activities undertaken, given guidance on promoting and safeguarding sustainable development in Article 

6 is developed in other ongoing processes (e.g., the Sustainable Development Initiative) that shall not 

be duplicated by our project. The Article 6 methodological tools shall provide practical guidance to 

developers of Article 6 activities to 

➢ Determine additionality of the activities 

➢ Set the crediting baseline 

➢ Monitor, report and verify (MRV) emissions and emission reductions 

➢ Identify and report on contributions to the host country NDC and long-term strategy 

The tools will be applicable to activities at the project, programme, or sectoral level. Policy crediting will 

be excluded as this requires a completely different methodological approach to crediting, with attribution 

of emission reductions to the policy. Methodologies for policy crediting cannot build directly on project 

or programme-based methodologies. 

The Article 6 tools should be applicable as ‘add on’ guidance coupled to different existing methodologies 

for baseline scenario definition, calculation of baseline and activity emissions and monitoring, reporting 

and verification of mitigation used in international cooperation, namely the CDM, the JCM and the 

independent voluntary carbon market standards VCS and GS. The key methodologies out of the total 

body of ~300 methodologies that can serve as ‘anchors’ for the tools need to be identified. We propose 

to start with the most widely applied CDM methodologies that are often used and referenced by other 

international and national crediting standards. Aiming for a good mix of approved consolidated 

methodologies applied in large-scale project activities (PAs) and simplified methodologies for small-

scale activities applied in both PAs and programmes of activities (PoAs), we propose the following ten 

“anchor methodologies” listed in Table 1, taking into account which activities are unlikely to play a role 

under Article 6. 
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Table 1: Anchor methodologies for Article 6 tool development 

Ref nr. Title Technology type/Measure Relevance  

ACM1 Landfill gas project activities Waste management and waste water: Flaring or use of landfill 

gas (GHG destruction and displacement of more GHG 

intensive service) 

Rank 7 of the most widely applied 

methodologies in PAs (303 times) 

ACM12 GHG reductions for waste gas or waste heat 

or waste pressure based energy system 

Industrial energy efficiency through waste gas/energy recovery 

(displacement of more carbon-intensive energy/technology) 

Rank 4 of the most widely applied 

methodologies in PAs (398 times) 

ACM2 Grid-connected electricity generation for 

renewable sources (no biomass) 

Grid-connected renewable energy generation (displacement of 

a more GHG-intensive output) 

Most widely applied methodology in 

PAs (3999 times); rank 3 for PoAs 

(75 times) 

ACM6 Grid-connected electricity from biomass 

residues (includes AM4 & AM15) 

Generation of power and heat in thermal power plants using 

biomass (displacement of more GHG-intensive electricity 

generation and avoidance of methane emissions) 

Rank 6 of the most widely applied 

methodologies in PAs (351 times) 

AMS-I.C. Thermal energy production with or without 

electricity 

Renewable thermal energy production including biomass-

based co- or trigeneration (displacement of a more GHG-

intensive output) 

Rank 3 of the most widely applied 

methodology in PAs (628 times), 

rank 4 for PoAs (51 times) 

AMS-I.D. Renewable electricity generation for a grid Grid-connected renewable energy generation (displacement of 

a more GHG-intensive output) 

Second most widely applied 

methodology in PAs (3020 times); 

most widely applied methodology in 

PoAs (99 times) 

AMS-I.E. Switch from Non-Renewable Biomass for 

Thermal Applications by the User 

Renewable thermal energy for cooking (displacement of more 

GHG-intensive, biomass-fuelled applications) 

Rank 7 of the most widely applied 

methodologies in PoAs (28 times) 

AMS-I.F. Renewable electricity generation for captive 

use and mini-grid 

Renewable electricity captive power (displacement of a more 

GHG-intensive output) 

Rank 5 of the most widely applied 

methodologies in PoAs (43 times) 

AMS-II.C Demand-side energy efficiency programmes 

for specific technologies 

Energy efficiency for industry as well as households with 

regard to cookstoves, water pumping, water purification, 

refrigeration, lighting and other technologies (displacement of 

more GHG-intensive service by more efficient technology) 

Rank 8 of the most widely applied 

methodologies in PoAs (26 times) 
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Ref nr. Title Technology type/Measure Relevance  

AMS-II.D. Energy efficiency and fuel switching 

measures for industrial facilities 

Energy efficiency improvement in production steps and 

processes or in energy conservation equipment (increase in 

energy efficiency, optionally with switch to less carbon-

intensive fuel) 

Rank 9 of the most widely applied 

methodologies in PAs (197 times) 

AMS-II.G. Energy Efficiency Measures in Thermal 

Applications of Non-Renewable Biomass 

Energy efficiency in energy demand- cookstoves 

(displacement/EE enhancement of heat generation that results 

in saving of non-renewable biomass) 

Second most widely applied 

methodology in PoAs (87 times) 

AMS-II.J. Demand-side activities for efficient lighting 

technologies (deemed savings) 

Energy efficient lighint in households & buildings (displacement 

of more GHG-intensive lighting by technology switch) 

Rank 6 of the most widely applied 

methodologies in PoAs (28 times) 

AMS-III.AR. Substituting fossil fuel based lighting with 

LED lighting systems 

Households and building energy efficient lighting 

(displacement of more GHG-intensive service) 

Rank 10 of the most widely applied 

methodologies in PoAs (20 times) 

AMS-III.D. Methane recovery in animal manure 

management systems 

Waste management and wastewater: treatment of manure and 

animal waste (GHG destruction and displacement of more 

GHG intensive service) 

Rank 8 of the most widely applied 

methodologies in PAs (294 times); 

rank 9 of the most widely applied 

methodologies in PoAs (21 times) 

AMS-III.H. Methane recovery in wastewater treatment Waste management and wastewater: lagoons and biodigester 

biogas (GHG destruction and displacement of more GHG 

intensive service) 

Rank 5 of the most widely applied 

methodologies in PAs (358 times) 

AMS-III.Q. Waste gas based energy systems 

(gas/heat/pressure) 

Industrial energy efficiency through waste gas/energy recovery 

(displacement of more carbon-intensive energy/technology) 

Rank 10 of the most widely applied 

methodologies in PAs (143 times) 

Note: ACM: Approved Consolidated Methodology; AMS: Approved methodology for small-scale activities. 

Source: UNEP DTU CDM and PoA pipeline (2021a,b) 
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As we both look at the most widely applied methodologies in PAs and PoAs separately, there is a bias 

towards small-scale activities that dominate for PoAs. As small-scale and programmatic activities will 

undergo an expedited transition process from the CDM to the A6.4M upon authorisation of the host 

Party, guidance on the revision of methodologies will even be more urgently needed. 

We note that for the development of Article 6 tools not only the anchor methodologies but also the key 

tools, standards and guidelines referenced in them for specific aspects (e.g., the additionality tool) must 

be considered.  

While striving for high integrity, the methodological Article 6 tools must be practical and not represent 

an undue burden for project developers due to high transaction costs. Their development needs to be 

accompanied by a thorough assessment of their applicability in different country contexts, and of related 

transaction costs. We therefore stress that the team of core experts will not develop the tools in a 

“vacuum” but will seek inputs and expertise from an advisory group of stakeholders directly involved in 

piloting activities under Article 6 cooperation. After conceptualisation, suitable pilot activities will be 

identified in consultation with the advisory group to test the tools. The team of experts will be involved 

in the test of the tools by activity developers, advise on questions related to the tools and provide 

clarifications. Based on the results of the tests, revisions to the tools will be proposed as needed. 

Lessons learned in the process will be shared publicly and with the broader expert community. Lastly, 

as soon as the possibility arises the revised Article 6 methodology tools will be submitted to the A6.4M 

Supervisory Board for approval and use by A6.4M activities.  

4. Principles and guardrails 

The key principles and guardrails for the development of the Article 6 methodological tools will be: 

1. Adherence to well-known and established principles for carbon crediting, including, inter alia 

conservativeness, transparency, accuracy, consistency, and comparability.  

2. Alignment with the Article 6.2 guidance on cooperative approaches.  

3. Alignment with the RMPs of the A6.4M regarding methodological principles, determination of 

additionality and baseline-setting. To ensure the tools follow a high integrity approach, both 

“shall” and “should” requirements in the RMPs will be adhered to. 

Based on an initial assessment of the draft negotiation texts for COP26, the following principles, and 

guardrails for the development of the Article 6 methodology tools were identified.  

➢ The activity must deliver real and additional mitigation impacts. Therefore, two conditions must 

be satisfied:  

o Activities are only eligible if they mobilise mitigation beyond what is required by law. 

This means, existing policies must be considered in additionality determination and in 

baseline setting. 

o Activities are only eligible if they would not happen anyway due to their commercial 

attractiveness. 
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o The activity must mobilise absolute emission reductions (or removals) with the crediting 

baseline being below the reference scenario of a credible business-as-usual (BAU) 

course of action. 

➢ The activity supports the achievement of the host country’s NDC and follows safeguards against 

‘overselling’, i.e., transferring mitigation that would be required for NDC compliance. 

o Different modalities can be explored here. Supporting NDC implementation can be 

operationalised in methodologies through both additionality determination and baseline-

setting. 

o Beyond the avoidance of overselling, the methodologies should ensure alignment of 

market-based activities with the NDC implementation periods and require updates of 

key parameters in reference scenarios and crediting baselines in line with both these 

planning intervals and the pace of technological change and innovation in different 

sectors. 

o The methodologies and reporting requirements therein must facilitate the reporting of 

the host country on how its engagement in Article 6 cooperation contributes to NDC 

implementation, prevents new burdens like those generated by selling off ‘low hanging 

fruits’ and fosters sustainable development through a clear alignment with national 

strategies and priorities, where possible. 

➢ The activity supports the implementation of the Paris Agreement. This requires ensuring that 

the use of a resulting emissions credit does not displace needed action towards implementation 

of the Paris Agreement. 

o Credits should be awarded to activities that contribute to the achievement of the long-

term ‘well below 2°C’ temperature goal of the PA and host country LT-LEDS or carbon 

neutrality commitments. This redirects carbon finance to activities that can support an 

increase in mitigation ambition.  

For the development of the Article 6 methodological tools, the conceptual work on baseline setting and 

additionality determination will be re-assessed to refine the approaches to be reflected in the tools. 

Through an initial assessment, the expert team proposes the following elements for the tools: 

➢ Clear definitions of key concepts (e.g., NDC target, policy, law, regulation, best practice, 

measure, incentive, objective, strategy) that are relevant as guidance for activity developers and 

that ensure unequivocal interpretation of the tools developed. 

➢ A redefinition of the concept of additionality to cover three “shades” of additionality. An activity 

must go beyond a commercially viable business-as-usual to fulfil financial additionality. An 

activity shall not be mandated by law or regulation or legally binding mandate (e.g., international 

commitments) to fulfil regulatory additionality. And, finally, the activity and mitigation associated 

with it must be beyond the host country’s pledge to achieve its (unconditional) NDC target to 

fulfil target additionality. This will require some guidance on how to treat planned policies and 

measures associated with NDCs and their implementation. The core team of experts will 
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evaluate further concepts related to additionality such as ongoing financial need e.g., in the 

context of regular updates of key parameters or decisions to renew crediting periods.  

➢ An assessment of differences in NDC targets and related indicators and the guidance on how 

to relate/consider these in reference scenarios and crediting baselines. This will require 

development of a simple, yet robust approach to deal with conditionality expressed in NDC 

targets, while acknowledging that countries have different opinions on the role of carbon 

markets in achieving these targets in the host country.  

➢ Guidance on how to set crediting baselines through different approaches, taking into account 

sectoral and technological characteristics including data availability and competitiveness 

considerations of activity developers: 

o Performance benchmarks derived from top percentiles of performance in sector or best 

available technologies  

o Projected emissions derived from NDC targets (which includes consideration of planned 

policies and measures) 

o Projected but below BAU emissions 

➢ Revisit the concept of suppressed demand and consider how to reflect on special circumstances 

in LDCs and SIDS  

➢ Guidance on how to align MRV of mitigation mobilized through Article 6 activities with host 

country reporting and information provided through the Enhanced Transparency Framework 

and how to enhance reporting of technology transfer and finance flows.  

➢ Guidance on how to enable host country governments to consider host country opportunity 

costs of selling ITMOs due to corresponding adjustments and benefits in methodological 

frameworks for Article 6 cooperation.  

5. The team: Roles, responsibilities, and processes 

This section describes the structure of our team and outreach to key stakeholders.   

Team of experts 

Perspectives Climate Group/Research (PCG/PCR)1 will assemble an international team of 

methodological experts with both long-standing experience in carbon markets and crediting 

mechanisms (CDM, JCM, CAR, Gold Standard, Verra, etc.) and deep immersion in Article 6 cooperation 

and pilot activities.  

As of September 2021, the team consists of: 

 
1 Perspectives Climate Research is a non-profit, tax exempt entity under German law. The activity can 
be organized in a way that funding can be allocated as per the wish of the funder. 
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Backstopping and support of this team will be provided by PCG/PCR to ensure all inputs are collected 

and reflected in outputs produced by the team of experts. PCG/PCR has a multi-disciplinary staff with 

broad background in relation to Article 6 and extensive experience in project management, having been 

involved in both private and public sector projects, including large-scale and multi-year research and 

consultancy projects (e.g., IKI-funded programmes). In addition, PCG/PCR has a great deal of 

experience in dealing with international organisations and governments. Jennifer Mora will act as project 

coordinator for this project and oversee coordination of tasks and communication of process and 

outcomes. At kick-off stage, a project meeting will be convened to fine-tune repartition of tasks. Each 

expert from the core team will be appointed lead or co-lead for a specific topic and methodological tool. 

In relation to coordination, the working team will hold a meeting every three weeks to share views and 

give internal feedback. In addition, a stakeholder meeting will be held every two months to solicit 

feedback on the seminars attended and on the review of the progress made on tool development. In 

addition to this, continuous communication and feedback will be maintained, both between the internal 

team and the piloting actors via email. 

Advisory group 

A stakeholder advisory group will be set up to closely follow the development of the Article 6 tools, with 

members representing methodology developers, activity developers, governmental representatives, 

standard-setting organisations, and international as well as multilateral institutions.  

The following stakeholders and institutions have been identified so far: 
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These stakeholders will be invited to stakeholder consultation workshops and to give feedback to the 

draft tools developed. In addition, the project team will reach out and liaise with other ongoing initiatives, 

as relevant (e.g., Climate Market Club, governments operationalizing the San José Principles).  

6. Workplan 

The project will be developed in phases depending on the availability of resources. 

Phase 1: Conceptualisation 

In the first phase that will take up to four months, a concept note for the structure of and principal 

approaches to Article 6 tools will be drawn up, the expert team will define key concepts and agree on 

an approach to tool development. This phase will include the following steps:  

➢ The project team will hold a kick-off meeting to fine-tune the approach, the organisation, the 

setting of internal deadlines and the establishment of follow-up meetings. 

➢ A work plan will be drawn up, divided into stages. The plan establishes a division of tasks among 

the expert team.  

➢ The advisory group will be constituted to comment on the draft work plan 
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➢ Considering the input from the advisory group, the team will adjust the work plan and develop the 

concept note. 

➢ The concept note will be shared with stakeholders and other actors who may have a direct interest 

in the development of the Article 6 tools for their feedback. 

➢ The advisory group will meet to discuss the concept note as well as the feedback received from 

stakeholders and provide recommendations to the expert team 

➢ The concept note will be revised by the expert team  

➢ A validation workshop on the revised concept note will be held with partners and funders, 

integrating their point of view and feedback into the concept note, leading to an improved concept 

of the Article 6 tools to be developed.  

Phase 2: Tool development 

In the second phase that will take approximately 9 months, four tools and guidance documents will be 

developed in parallel: Tool 1- Additionality, Tool 2- Baseline setting, Tool 3- MRV, Tool 4- Ensuring Host 

country benefits. The number of tools will be adjusted as per the outcomes of Phase 1. 

This phase will include the following steps for each tool: 

➢ Four consultation workshops with members of the advisory group will be organised in two back-to-

back pairs prior to the development of the tools. They shall work on the more technical aspects of 

the tool and agree on the outline and concept of each tool, as well as its scope for application. 

➢ The guidance for the application of the tool will be documented in a text document. Each tool will 

be developed as an Excel-file. 

➢ The advisory group will be convened to comment on the draft tool 

➢ The expert team revises the tool which will be published for stakeholder comments 

➢ The expert team further revises the tool based on the comments received 

➢ Finally, a validation meeting will be held with the key stakeholders for each tool, obtaining valuable 

information to improve the tool. 

Phase 3: Piloting 

Stakeholders who are willing to participate in the application of the Article 6 tools to concrete activities 

will be involved in phase two to test the tool. The feedback received from these piloting actors will be 

highly valued and will help the team of experts to improve the tools developed. The piloting of the tools 

will take at least six months and include the following steps: 

➢ One or two piloting actors will carry out the testing of the set of tools, focusing on the ease of 

applying the tool, including availability of the data needed. The testing can include various specific 

activities. 

➢ PCG/PCR will run a help desk and ad-hoc support system for the pilot actors. 

➢ Half way through the testing and at the end of the testing period, workshops will be held involving 

the expert team, members of the advisory group and the piloting actors. 
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➢ The expert team will revise the tools after the second workshop series and again invite public 

comments 

➢ A final validation workshop will bring together all relevant stakeholders  

After all this process, the tools will be finalised and ready to be used. They can be turned into web-

based applications for easier application by stakeholders. The actors involved in the process and other 

parties that might be interested in the use of these applications will be informed of the finalisation. The 

tools will be submitted to the Article 6.4 Supervisory Body for approval and use in the mechanism. 

The following Gantt chart shows the steps to be carried out and timelines: 
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Figure 1: Implementation process, steps, and timeline 
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