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This methodological tool provides requirements and a step-by-step procedure for conducting a common practice analysis under the mechanism established by Article 6, paragraph 4, of the Paris Agreement (the Article 6.4 mechanism). It provides requirements to activity participants in evaluating the prevalence of a proposed technology, measure, or practice within the relevant sector and applicable geographical area as part of the additionality assessment. It also lays down the key elements that mechanism methodologies shall include to ensure consistent and transparent application of the methodological tool by the activity participants.
Section 6 of this methodological tool provides a stepwise approach for common practice to be applied by activity participants.
Section 7 of this methodological tool provides detailed requirements for methodology proponents on defining and/or prescribing key parameters for the common practice analysis. Methodology proponents should consult Section 7 to (a) specify the elements in paragraph ‎13 below; and (b) provide clear instructions to activity participants on the application of the methodological tool. Embedding such provisions within the methodology will ensure consistent, transparent application of the methodological tool across all Article 6.4 activities.
[bookmark: _Toc211002420][bookmark: _Toc211003196][bookmark: _Toc211003235][bookmark: _Toc211003581]Entry into force and validity
This methodological tool enters into force on 10 October 2025.
The methodological tool remains valid for five years, until 9 October 2030. The methodological tool may be revised or withdrawn in accordance with the procedure “Development, revision and clarification of methodologies and methodological tools” (A6.4-PROC-METH-001)[footnoteRef:2]. In such cases, a grace period shall apply as specified in the aforementioned procedure. [2: 	Available at: https://unfccc.int/sites/default/files/resource/A6.4-PROC-METH-001.pdf.] 

[bookmark: _Toc211002421][bookmark: _Toc211003197][bookmark: _Toc211003236][bookmark: _Toc211003582]Definitions
[bookmark: _Toc211002422][bookmark: _Toc211003198][bookmark: _Toc211003237][bookmark: _Toc211003583]General Terms
This methodological tool uses the following definitions of general terms:
“Shall” is used to indicate requirements that must be followed;
“Should” is used to indicate that, among several options, one course of action is recommended as particularly suitable;
“May” is used to indicate what is permitted;
[bookmark: _Toc211002423][bookmark: _Toc211003199][bookmark: _Toc211003238][bookmark: _Toc211003584]Mechanism methodology terms
This methodological tool uses the following definitions of the methodology terms:
[bookmark: _Toc203042507][bookmark: _Toc203048766][bookmark: _Toc203082708][bookmark: _Toc203410891][bookmark: _Toc207799087][bookmark: _Toc208234584]Applicable geographical area: The area over which the prevalence or diffusion of a technology, measure or practice is assessed in the context of common practice analysis. It defines the spatial boundary within which comparable activities under Approach A or the target market size under Approach B are identified;
Applicable capacity/output range: The range of capacity or output considered (if applicable) for identifying comparable activities under Approach A or the target market size under Approach B;
Common practice factor (F): A unitless quantitative ratio that expresses the degree to which a technology, measure or practice is prevalent or has diffused in the applicable geographical area. Under Approach A, this corresponds to the share of similar activities among all identified comparable activities. Under Approach B, this corresponds to the market penetration;
Common practice threshold (Fmax): The threshold value which is compared with the common practice factor for determining whether a technology, measure or practice is considered common practice;
Comparable activity: An activity in the applicable geographical area that delivers the same output and provides the same level of service as the proposed Article 6.4 activity and has a capacity or output that is within the applicable range (if considered relevant);
Different activity: A comparable activity under Approach A that differs by at least one attribute from the technology, measure or practice of the proposed Article 6.4 activity (e.g., the energy source, feedstock type). A ‘different’ activity shall be mutually exclusive to a ‘similar’ activity;
Indicator of common practice: A quantitative metric, expressed either as the number of units or as capacity/output, used to assess common practice;
Level of service: The quality, reliability and scale of an output provided by an Article 6.4 activity and/or in the baseline scenario;
Market penetration: This term is used under Approach B and corresponds to the diffusion of a specific technology, measure or practice in relation to the target market size, expressed either over a specified period (e.g., share of monthly or annual sales in the target market) or at a specific point in time (e.g., the cumulative share of functional equipment installed at the time of the analysis or at the end of a calendar year in the target market);
Methodology proponent: An entity (such as an activity participant, designated operational entity, research institution, or other recognized stakeholder) that develops, submits, or revises a methodology for consideration under the Article 6.4 mechanism. Methodology proponents are responsible for ensuring that the proposed methodology complies with applicable requirements, provides sufficient justification and documentation, and incorporates revisions as requested by the Supervisory Body.
Output: Each good or service[footnoteRef:3] provided by the Article 6.4 activity and/or in the baseline scenario, as specified in the mechanism methodology; [3: 	For example electricity, cooking energy, municipal waste management, etc.] 

Similar activity: An activity that employs the same technology, measure or practice as the proposed Article 6.4 activity and has all relevant attributes in common with the proposed Article 6.4 activity, as further defined in the mechanism methodology referring to this methodological tool. Under Approach A, a ‘similar activity’ is a subset of the comparable activities and shall be mutually exclusive to a ‘different activity’;
Target market size: This term is used under Approach B and represents the potential size of the market for a specific technology, measure or practice in the total market in the applicable geographical area, taking into consideration potential constraints to its adoption;
Technology/measure/practice: In the context of this methodological tool, these terms encompass the full spectrum of mitigation interventions that can be implemented as a proposed Article 6.4 activity, as follows;
Technology: This refers to the application of hardware, software or technical processes, such as solar PV systems, carbon-capture units, direct air capture systems, pyrolysis reactors or advanced heat-recovery methods, that directly reduce emissions and/or increase removals;
Measure: This denotes engineered or operational interventions, such as fuel switching from coal to natural gas, installation of energy-management systems, afforestation/reforestation;
Practice: This covers routine procedural or behavioural approaches, such as scheduled maintenance protocols, operator training for efficient equipment use, leak-detection and repair programs, or sustainable land-management practices;
Total market: This term is used under Approach B and refers to the total population or capacity of a technology, measure or practice (e.g. all end users, all vehicles) in the applicable geographical area.
Further definitions from the "Article 6.4 Glossary of Terms," once adopted by the Supervisory Body, shall also apply to this methodological tool.
[bookmark: _Toc211002424][bookmark: _Toc211003200][bookmark: _Toc211003239][bookmark: _Toc211003585]Applicability
[bookmark: _Toc346039901][bookmark: _Toc352521231][bookmark: _Toc353201621][bookmark: _Toc354405686][bookmark: _Toc354405700][bookmark: _Toc354503031][bookmark: _Toc203042508][bookmark: _Toc203048767][bookmark: _Toc203082709][bookmark: _Toc203410892][bookmark: _Toc207799088][bookmark: _Toc208234585]This methodological tool is applicable to Article 6.4 activities that involve emission reductions and/or net removals where its use is explicitly referenced in the applicable mechanism methodology.
The methodological tool may only be used if recent data on common practice is available as further elaborated in paragraph ‎21 below.
This methodological tool is applicable to Article 6.4 activities implemented at the project level. The methodological tool may be amended in the future to also cover activities implemented at other scales (e.g. programmes of activities, policies, sectoral approaches, etc.).
This methodological tool may be used by mechanism methodologies related to both emission reductions and net removals.
[bookmark: _Ref206945215]Mechanism methodologies intending to use this methodological tool shall include a reference to this methodological tool within the mechanism methodology and shall specify:
Which of the following two Approaches shall be used by the activity participants to conduct the common practice analysis, as further elaborated in paragraph ‎21 and section ‎7.1 below:
[bookmark: _Hlk207723841]Approach A: which is based on the identification of existing “comparable activities” and differentiation between ‘similar’ and ‘different’ activities and is generally suited for discrete, large-scale activities; or
Approach B: which is based on the determination of a ‘target market size’ and the ‘market penetration’ of the relevant technology, measure or practice and is generally suited for highly distributed small-scale technologies and practices.
For both Approaches A and B, the mechanism methodology shall specify the following:
Whether the indicator of common practice to be used by activity participants when conducting the common practice analysis is:
Count-based (i.e., based on the number of units); or
Capacity/output-based (e.g., based on kilowatt hours of electricity produced or megawatt of capacity installed).
[bookmark: _Ref203400499]Whether a stock-based approach (e.g., considering all installed plants to date, or all operational devices to date) or a time-bound approach (e.g., assessing uptake or sales within a defined recent period) is used to assess common practice. If a time-bound approach is selected, the mechanism methodology shall clearly define the applicable reference period (e.g., the most recent three years) to be used for assessing common practice;
How the applicable geographical area for the common practice analysis shall be determined by activity participants (e.g., global, host country, or sub-national jurisdiction);
Whether the scale of output or capacity of the technology, measure, or practice shall be considered for identifying comparable activities under Approach A, or for determining target market size under Approach B and, if so, the mechanism methodology shall specify the output or capacity range to be applied on such cases, or provide clear guidance for how activity participants shall determine such a range and the appropriate justification;
What common practice threshold shall be applied to assess whether a technology, measure or practice is considered common practice;
Which activities other than the Article 6.4 activity shall be considered comparable to the Article 6.4 activity under Approach A and, within this cohort of comparable activities, which activities shall be considered similar to the Article 6.4 activity and which activities shall be considered different from the Article 6.4 activity (see definitions above), including relevant parameters for such differentiation, in line with the requirements and guidance provided in this methodological tool;
How, in the case of Approach B, the market penetration of a given technology, measure or practice and the target market size shall be determined, as further outlined in section ‎7.6. below.
Mechanism methodologies may specify additional provisions for the application of this methodological tool in relation to the mitigation activity types they cover. These may include sector-specific parameters, methodological considerations, or data requirements relevant to conducting the common practice analysis.
Where the mechanism methodology referring to this methodological tool specifies approaches for conducting the common practice analysis that differ from those described in this methodological tool, the requirements contained in the mechanism methodology shall take precedence.
[bookmark: _Toc211002425][bookmark: _Toc211003201][bookmark: _Toc211003240][bookmark: _Toc211003586]Normative references
[bookmark: _Toc203042509][bookmark: _Toc203048768][bookmark: _Toc203082710][bookmark: _Toc203410893][bookmark: _Toc207799089][bookmark: _Toc208234586]The following documents are indispensable for the application of this methodological tool. When applying this methodological tool, the most recent versions of the documents listed below shall be used:
“Standard: Demonstration of additionality in mechanism methodologies” (A6.4-STAN-METH-003);[footnoteRef:4] [4: 	Available at https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-003.pdf.] 

“Standard: Article 6.4 Activity Standard for projects” (A6.4-STAN-AC-002).[footnoteRef:5] [5: 	Available at: https://unfccc.int/sites/default/files/resource/A6.4-STAN-AC-002.pdf.] 

[bookmark: _Toc211002426][bookmark: _Toc211003202][bookmark: _Toc211003241][bookmark: _Toc211003587]General principles and requirements
[bookmark: _Toc199499903][bookmark: _Toc199761149][bookmark: _Toc199761271][bookmark: _Toc203410894][bookmark: _Toc207799090][bookmark: _Toc208234587][bookmark: _Toc210996080][bookmark: _Toc210996119][bookmark: _Toc211002427][bookmark: _Toc211003203][bookmark: _Toc211003242][bookmark: _Toc211003588][bookmark: _Toc203042511][bookmark: _Toc203048770][bookmark: _Toc203082712][bookmark: _Toc203410895][bookmark: _Toc207799091][bookmark: _Toc208234588]Principles
The general principles described in the most recent version of the “Standard: Demonstration of additionality in mechanism methodologies” shall apply to this methodological tool.
[bookmark: _Toc211002428][bookmark: _Toc211003204][bookmark: _Toc211003243][bookmark: _Toc211003589]General requirements
[bookmark: _Ref207714743][bookmark: _Toc346039903][bookmark: _Toc352521233][bookmark: _Toc353201623][bookmark: _Toc354405688][bookmark: _Toc354405702][bookmark: _Toc354503033][bookmark: _Toc203042512][bookmark: _Toc203048771][bookmark: _Toc203082713][bookmark: _Toc203410896][bookmark: _Toc207799092][bookmark: _Toc208234589]Activity participants shall use the most recent available data to conduct the common practice analysis. The data shall not be older than three years prior to submission of the project design document (PDD) for global stakeholder consultation. However, land-use activities that typically require assessments over a longer period may use older data to be determined in mechanism methodologies.
[bookmark: _Toc211002429][bookmark: _Toc211003205][bookmark: _Toc211003244][bookmark: _Toc211003590]Stepwise approach for common practice analysis
Activity participants shall follow the stepwise procedure set out hereunder to assess common practice, using the Approach A or B, the indicator of common practice (count-based or capacity/output-based), the common practice threshold, and other specifications prescribed in the applicable mechanism methodology.
[bookmark: _Ref202088210][bookmark: _Ref202783214]The methodological tool defines two overarching approaches for assessing common practice. Each approach may use either a count-based indicator (e.g., the number of units) or a capacity/output-based indicator (e.g., installed capacity or production volume):
Approach A: This approach relies on identifying existing ‘comparable activities’ and distinguishing between ‘similar’ and ‘different’ activities. It involves analysing It involves analysing whether activities similar to the proposed Article 6.4 activity are widely implemented under similar conditions; or
Approach B: This approach involves determining the size of the target market and quantifying the market penetration of the proposed technology, measure, or practice. The analysis assesses whether the uptake within the relevant market exceeds the threshold for being considered common practice.
Figure 1.	Flowchart of the common practice analysis steps
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[bookmark: _Toc202965571][bookmark: _Toc202965687][bookmark: _Toc202965763][bookmark: _Toc203042513][bookmark: _Toc203048772][bookmark: _Toc203082714][bookmark: _Toc203410897][bookmark: _Toc207799093][bookmark: _Toc208234590][bookmark: _Toc211002430][bookmark: _Toc211003206][bookmark: _Toc211003245][bookmark: _Toc211003591]Step 1: Specify the Approach (A or B) and the indicator of common practice to be used
[bookmark: _Toc202965572][bookmark: _Toc202965688][bookmark: _Toc202965764][bookmark: _Toc203048773][bookmark: _Toc203082715][bookmark: _Toc203410898][bookmark: _Toc207799094][bookmark: _Toc208234591]Specify the approach to be used (either Approach A or Approach B) and the indicator to be used to assess common practice, as prescribed by the applicable mechanism methodology in accordance with the provisions in section ‎7.1 and ‎7.2 below.
[bookmark: _Toc211002431][bookmark: _Toc211003207][bookmark: _Toc211003246][bookmark: _Toc211003592]Step 2: If relevant, specify the applicable output or capacity range
Where output or capacity scale is considered a relevant parameter in the analysis, as determined by the applicable mechanism methodology, specify the applicable output or capacity range, as prescribed by the applicable mechanism methodology.
[bookmark: _Toc202075266][bookmark: _Toc202965573][bookmark: _Toc202965689][bookmark: _Toc202965765][bookmark: _Toc203048774][bookmark: _Toc203082716][bookmark: _Toc203410899][bookmark: _Toc207799095][bookmark: _Toc208234592][bookmark: _Toc211002432][bookmark: _Toc211003208][bookmark: _Toc211003247][bookmark: _Toc211003593]Step 3: Specify the applicable geographical area
[bookmark: _Toc202965574][bookmark: _Toc202965690][bookmark: _Toc202965766][bookmark: _Toc203048775][bookmark: _Toc203082717][bookmark: _Toc203410900][bookmark: _Toc207799096][bookmark: _Toc208234593]Specify the applicable geographical area in accordance with the provisions of the applicable methodology, providing the rationale and justification for its selection
[bookmark: _Toc210996086][bookmark: _Toc210996125][bookmark: _Toc211002433][bookmark: _Toc211003209][bookmark: _Toc211003248][bookmark: _Toc211003594][bookmark: _Ref202782923][bookmark: _Toc202965588][bookmark: _Toc202965704][bookmark: _Toc202965780][bookmark: _Toc203042528][bookmark: _Toc203048790][bookmark: _Toc203082733][bookmark: _Toc203410913][bookmark: _Toc207799109][bookmark: _Toc208234606]Step 4: Identify all comparable activities (for Approach A) or the target market size (for Approach B)
[bookmark: _Toc202965575][bookmark: _Toc202965691][bookmark: _Toc202965767][bookmark: _Toc203042514][bookmark: _Toc203048776][bookmark: _Toc203082718][bookmark: _Toc203410901][bookmark: _Toc207799097][bookmark: _Toc208234594][bookmark: _Toc210996087][bookmark: _Toc210996126][bookmark: _Toc211002434][bookmark: _Toc211003210][bookmark: _Toc211003249][bookmark: _Toc211003595]Approach A – Identify all comparable activities and determine the total number of comparable activities and check whether the dataset is large enough
Step 4a – Identify all comparable activities
In accordance with the provisions of the applicable mechanism methodology on the identification of ‘comparable activities’, identify all comparable activities that:
Are located within the applicable geographical area;
Fit the specified output or capacity range, where applicable;
Deliver the same output as the proposed Article 6.4 activity; and
Employ the same or comparable technology principle (e.g. the same feedstock or conversion process);
Began commercial operation before the earlier of:
The publication date of the PDD for global stakeholder consultation; or
The documented start date of the proposed Article 6.4 activity, defined as the date when implementation or construction begins in accordance with the “Standard: Article 6.4 activity standard for projects”; and
Meet any additional comparability conditions as defined by the mechanism methodology.
Furthermore, activity participants may exclude comparable registered A6.4 activities as follows:
Activities that are associated with costs and do not generate any cost savings or revenues other than from A6.4ERs may always be excluded, without any time-bound restrictions;
Activities other than those referred to in sub-paragraph (a) above may only be excluded if the date of registration was within five years before the earlier of:
The publication date of the PDD for global stakeholder consultation; or
The documented start date of the proposed activity, defined as the date when implementation or construction begins in accordance with the “Standard: Article 6.4 activity standard for projects”.
Step 4b - Determine the total number of comparable activities and check whether the dataset is large enough
To proceed with the common practice analysis, the total number of comparable activities (Nall) shall be at least 3 (i.e., Nall ≥ 3), regardless of whether the number of units or a capacity/output-based indicator of common practice is used.
If fewer than three comparable activities are identified, the dataset is insufficient to conduct a robust common practice analysis and the applicable geographical area of the assessment shall be widened with appropriate justification and Steps 3 to 5 shall be repeated until at least 3 comparable activities can be identified (i.e., Nall ≥ 3).
[bookmark: _Toc202965576][bookmark: _Toc202965692][bookmark: _Toc202965768][bookmark: _Toc203042515][bookmark: _Toc203048777][bookmark: _Toc203082719][bookmark: _Toc203410902][bookmark: _Toc207799098][bookmark: _Toc208234595][bookmark: _Toc210996088][bookmark: _Toc210996127][bookmark: _Toc211002435][bookmark: _Toc211003211][bookmark: _Toc211003250][bookmark: _Toc211003596]Approach B - Determine the target market size
In accordance with the provisions of the applicable mechanism methodology on determining the target market size, compile data on what constitutes the target market size within the applicable geographical area.
[bookmark: _Toc202965578][bookmark: _Toc202965694][bookmark: _Toc202965770][bookmark: _Toc203042517][bookmark: _Toc203048779][bookmark: _Toc203082721][bookmark: _Toc203410903][bookmark: _Toc207799099][bookmark: _Toc208234596][bookmark: _Toc210996089][bookmark: _Toc210996128][bookmark: _Toc211002436][bookmark: _Toc211003212][bookmark: _Toc211003251][bookmark: _Toc211003597]Step 5: Sum up the indicator of common practice for all comparable activities (for Approach A) or for all activities included in the target market size (for Approach B)
[bookmark: _Toc202965579][bookmark: _Toc202965695][bookmark: _Toc202965771][bookmark: _Toc203042518][bookmark: _Toc203048780][bookmark: _Toc203082722][bookmark: _Toc203410904][bookmark: _Toc207799100][bookmark: _Toc208234597][bookmark: _Toc210996090][bookmark: _Toc210996129][bookmark: _Toc211002437][bookmark: _Toc211003213][bookmark: _Toc211003252][bookmark: _Toc211003598]Approach A – Sum up the indicator of common practice for all comparable activities
Calculate the value of the indicator of common practice for the sum of all comparable activities (Pall), depending on the selected indicator, as follows:
For a count-based indicator:
	
	Equation (1) 


For a capacity/output-based indicator:
	
	Equation (2) 


Where:
	
	=
	Number or capacity/output for the total number of activities included in the common practice analysis

	
	=
	Total number of activities included in the common practice analysis

	
	=
	Capacity/output of activity i included in the common practice analysis

	
	=
	Comparable activities under the common practice analysis


[bookmark: _Toc202965580][bookmark: _Toc202965696][bookmark: _Toc202965772][bookmark: _Toc203042519][bookmark: _Toc203048781][bookmark: _Toc203082723][bookmark: _Toc203410905][bookmark: _Toc207799101][bookmark: _Toc208234598][bookmark: _Toc210996091][bookmark: _Toc210996130][bookmark: _Toc211002438][bookmark: _Toc211003214][bookmark: _Toc211003253][bookmark: _Toc211003599]Approach B – Sum up the indicator of common practice for all activities included in the target market size
Calculate the value of the indicator of common practice for all activities included in the target market size Pall, in accordance with the requirements set out in the applicable mechanism methodology. The value Pall shall be determined for either the total stock of activities or the activities within the defined reference period, as specified in the applied mechanism methodology. Depending on the indicator, this may reflect:
The total number of units in the target market; or
The total installed capacity/output of the units in the target market.
Clearly document the data sources, calculations, and assumptions used to derive Pall.
[bookmark: _Toc202965581][bookmark: _Toc202965697][bookmark: _Toc202965773][bookmark: _Toc203042520][bookmark: _Toc203048782][bookmark: _Toc203082724][bookmark: _Toc203410906][bookmark: _Toc207799102][bookmark: _Toc208234599][bookmark: _Toc210996092][bookmark: _Toc210996131][bookmark: _Toc211002439][bookmark: _Toc211003215][bookmark: _Toc211003254][bookmark: _Toc211003600]Step 6: Determine the total number or total capacity/output of similar activities (applicable to both Approaches A and B)
[bookmark: _Toc202965582][bookmark: _Toc202965698][bookmark: _Toc202965774][bookmark: _Toc203042521][bookmark: _Toc203048783][bookmark: _Toc203082725][bookmark: _Toc203410907][bookmark: _Toc207799103][bookmark: _Toc208234600][bookmark: _Toc210996093][bookmark: _Toc210996132][bookmark: _Toc211002440][bookmark: _Toc211003216][bookmark: _Toc211003255][bookmark: _Toc211003601]Approach A – Determine the total number or total capacity/output of similar activities
Within the set of comparable activities i identified in Step 4, identify those that are similar, following the specifications of the applicable mechanism methodology.
Depending on the applicable indicator for common practice analysis, calculate the value of the indicator of common practice for the sum of similar activities Psim as follows:
For a count-based indicator:
Determine the total number of similar activities Nsim
Determine:
	
	Equation (3) 


For a capacity/output-based indicator:
	
	Equation (4) 


Where:
	
	=
	Total number (Equation 3) or total capacity/output (Equation 4) of all similar activities

	
	=
	Total number of similar activities

	
	=
	Capacity/output of a similar activity i

	
	=
	Similar activity i identified in the analysis


[bookmark: _Toc202965583][bookmark: _Toc202965699][bookmark: _Toc202965775][bookmark: _Toc203042522][bookmark: _Toc203048784]If Nsim < 2, then the Article 6.4 activity is not common practice.
[bookmark: _Toc203082726][bookmark: _Toc203410908][bookmark: _Toc207799104][bookmark: _Toc208234601][bookmark: _Toc210996094][bookmark: _Toc210996133][bookmark: _Toc211002441][bookmark: _Toc211003217][bookmark: _Toc211003256][bookmark: _Toc211003602]Approach B – Determine the total number or total capacity/output of similar activities in the target market
Calculate the total number or total capacity/output of similar activities in the target market (Psim) in accordance with the applicable mechanism methodology. Depending on the selected indicator, this may reflect the total sales, stock, installed capacity/output, or number of units using a similar technology, measure or practice as implemented under the proposed Article 6.4 activity.
[bookmark: _Toc202965584][bookmark: _Toc202965700][bookmark: _Toc202965776][bookmark: _Toc203042523][bookmark: _Toc203048785][bookmark: _Toc203082727][bookmark: _Toc203410909][bookmark: _Toc207799105][bookmark: _Toc208234602][bookmark: _Toc210996095][bookmark: _Toc210996134][bookmark: _Toc211002442][bookmark: _Toc211003218][bookmark: _Toc211003257][bookmark: _Toc211003603]Step 7: Calculate the common practice factor (F)
Calculate the common practice factor (F), which represents the extent of prevalence of the proposed Article 6.4 activity technology, measure or practice within the applicable geographical area.
[bookmark: _Toc202965585][bookmark: _Toc202965701][bookmark: _Toc202965777][bookmark: _Toc203042524][bookmark: _Toc203048786][bookmark: _Toc203082728][bookmark: _Toc203410910][bookmark: _Toc207799106][bookmark: _Toc208234603][bookmark: _Toc210996096][bookmark: _Toc210996135][bookmark: _Toc211002443][bookmark: _Toc211003219][bookmark: _Toc211003258][bookmark: _Toc211003604]Approach A – Calculate the common practice factor (F)
Calculate F as the ratio of the total indicator value of similar activities (Psim) to the total indicator value of all comparable activities (Pall):
	
	Equation (5) 


[bookmark: _Toc202965586][bookmark: _Toc202965702][bookmark: _Toc202965778][bookmark: _Toc203042525][bookmark: _Toc203048787][bookmark: _Toc203082729][bookmark: _Toc203410911][bookmark: _Toc207799107][bookmark: _Toc208234604][bookmark: _Toc210996097][bookmark: _Toc210996136][bookmark: _Toc211002444][bookmark: _Toc211003220][bookmark: _Toc211003259][bookmark: _Toc211003605]Approach B – Calculate the common practice factor (F)
Calculate F as the market share of the proposed technology, measure, or practice within the target market, as follows:
	
	Equation (6) 


[bookmark: _Toc203042526][bookmark: _Toc203042769][bookmark: _Toc203044381][bookmark: _Toc203046735][bookmark: _Toc203048334][bookmark: _Toc203048788][bookmark: _Toc203080342][bookmark: _Toc203080789][bookmark: _Toc203082730][bookmark: _Toc203082767][bookmark: _Toc202965587][bookmark: _Toc202965703][bookmark: _Toc202965779][bookmark: _Toc203042527][bookmark: _Toc203048789][bookmark: _Toc203082731][bookmark: _Toc203410912][bookmark: _Toc207799108][bookmark: _Toc208234605][bookmark: _Toc210996098][bookmark: _Toc210996137][bookmark: _Toc211002445][bookmark: _Toc211003221][bookmark: _Toc211003260][bookmark: _Toc211003606]Step 8: Compare the common practice factor F with the common practice threshold (applicable to both Approaches A and B)
Compare the value of the common practice factor F to the common practice threshold (Fmax) specified in the applicable mechanism methodology.
If F ≥ Fmax, then the proposed Article 6.4 activity shall be considered common practice and is therefore not additional. If F < Fmax, then the proposed Article 6.4 activity is “not common practice”.
[bookmark: _Toc210996099][bookmark: _Toc210996138][bookmark: _Toc211002446][bookmark: _Toc211003222][bookmark: _Toc211003261][bookmark: _Toc211003607][bookmark: _Toc199281633][bookmark: _Toc202075271]Requirements for mechanism methodologies on defining parameters and guiding activity participants on the application of the common practice analysis
This section is primarily intended to guide methodology proponents in specifying clear, consistent, and transparent provisions that activity participants shall follow when applying this methodological tool, addressing the matters set out in paragraph ‎13 above activity participants may also refer to this section if they find any of the provisions useful in supporting the application of the Steps contained in this methodological tool.
[bookmark: _Ref207898730][bookmark: _Toc208234607][bookmark: _Toc210996100][bookmark: _Toc210996139][bookmark: _Toc211002447][bookmark: _Toc211003223][bookmark: _Toc211003262][bookmark: _Toc211003608][bookmark: _Toc203410914][bookmark: _Toc207799110]Selection between Approach A and Approach B
Methodology proponents shall specify whether Approach A (comparable activities) or Approach B (market penetration) is to be applied by activity participants when conducting the common practice analysis.
Where, for a given applicable mechanism methodology, either Approach A or Approach B could reasonably be applied depending on the specific circumstances, the mechanism methodology shall provide clear guidance to activity participants on: (i) the criteria for choosing between the two approaches; and (ii) the justification that activity participants must provide for the chosen approach.
The choice of approach may be based on the following considerations.
[bookmark: _Toc208234608][bookmark: _Toc210996101][bookmark: _Toc210996140][bookmark: _Toc211002448][bookmark: _Toc211003224][bookmark: _Toc211003263][bookmark: _Toc211003609]Data availability and quality
Approach A is preferable when reliable data on individual comparable activities (including their start dates, scale, and technical attributes) are available in the applicable geographical area.
Approach B is preferable when aggregated market data (e.g., annual sales, cumulative stock, total capacity installed) are readily available and reliable, but detailed information on individual activities is limited or inconsistent.
[bookmark: _Toc208234609][bookmark: _Toc210996102][bookmark: _Toc210996141][bookmark: _Toc211002449][bookmark: _Toc211003225][bookmark: _Toc211003264][bookmark: _Toc211003610]Nature of the technology, measure or practice
Approach A is well-suited for discrete, large-scale activities (e.g., power plants, industrial facilities), where the number of installations is relatively limited and detailed project-level information can be obtained.
Approach B is well-suited for highly distributed or small-scale technologies and practices (e.g., household devices, cookstoves, solar home systems), where the market is more appropriately assessed in terms of penetration rates within the total potential market.
[bookmark: _Toc208234610][bookmark: _Toc210996103][bookmark: _Toc210996142][bookmark: _Toc211002450][bookmark: _Toc211003226][bookmark: _Toc211003265][bookmark: _Toc211003611]Sectoral and contextual characteristics
Approach A is more appropriate in sectors with heterogeneous technologies, where distinguishing between similar and different activities is critical to ensure a robust analysis (e.g., multiple feedstocks or technology types in renewable energy generation).
Approach B is more appropriate in sectors where a clearly defined target market exists, and the diffusion of a technology can be reliably measured against that potential market (e.g., appliances, vehicles, distributed energy systems).
[bookmark: _Toc202965590][bookmark: _Toc202965706][bookmark: _Toc202965782][bookmark: _Toc203042530][bookmark: _Toc203048792][bookmark: _Toc203082735][bookmark: _Ref203402506][bookmark: _Toc203410915][bookmark: _Toc207799111][bookmark: _Toc208234611][bookmark: _Toc210996104][bookmark: _Toc210996143][bookmark: _Toc211002451][bookmark: _Toc211003227][bookmark: _Toc211003266][bookmark: _Toc211003612]Defining the indicator of common practice
[bookmark: _Ref202345844]Methodology proponents shall specify the indicator of common practice to be applied in the analysis. The methodology shall clearly indicate whether a count-based indicator (e.g., the number of installations, projects, or units implemented) or a capacity/output-based indicator (e.g., installed capacity, production level, or service volume) shall be used. Where a capacity/output-based indicator is used, the mechanism methodology shall either specify the metric (e.g. MW of installed capacity) or shall include a procedure for the selection of the metric by the activity participants.
Where the mechanism methodology provides flexibility to activity participants in selecting the indicator type, it shall provide clear criteria and the rationale to be applied by activity participants when choosing between a count-based and a capacity/output-based indicator. Such criteria may be based on the nature of the technology, measure, or practice; the availability and quality of data; and the degree to which the indicator reliably reflects the prevalence of the activity within the defined geographical area.
Where the mechanism methodology provides flexibility to activity participants in selecting the metric of a capacity/output-based indicator, it shall provide clear criteria and the rationale to be applied by activity participants when choosing the metric and shall require activity participants to justify that the metric is appropriate and consistent with the methodological requirements and objectives of the common practice analysis.
Where relevant, the mechanism methodology may further define additional parameters or specifications related to the indicator of common practice, including eligible data sources or any specific assumptions to be applied.
[bookmark: _Ref202090144][bookmark: _Toc207799112][bookmark: _Toc208234612][bookmark: _Toc210996105][bookmark: _Toc210996144][bookmark: _Toc211002452][bookmark: _Toc211003228][bookmark: _Toc211003267][bookmark: _Toc211003613][bookmark: _Ref202323578][bookmark: _Ref202324058][bookmark: _Toc202965591][bookmark: _Toc202965707][bookmark: _Toc202965783][bookmark: _Toc203048793][bookmark: _Toc203082736][bookmark: _Toc203410916][bookmark: _Toc199281634][bookmark: _Toc202075272]Determining the applicable capacity/output range
Methodology proponents shall indicate if the output or capacity is relevant for the common practice analysis and, if so, specify the applicable output or capacity range. Where the mechanism methodology provides flexibility to activity participants in selecting the capacity or output range, the mechanism methodology shall include provisions on how activity participants shall determine and justify the capacity or output range.
[bookmark: _Toc208234613][bookmark: _Toc210996106][bookmark: _Toc210996145][bookmark: _Toc211002453][bookmark: _Toc211003229][bookmark: _Toc211003268][bookmark: _Toc211003614]Identification of the applicable geographical area
Methodology proponents shall define how activity participants are to identify the applicable geographical area for the analysis. The mechanism methodology shall specify the most appropriate level for the applicable geographical area (e.g. global, host country, sub-national jurisdiction) based on relevant factors, such as trade patterns in the relevant geographical area and differences in policy frameworks, infrastructure, socio-economic conditions, or other contextual parameters, and justify the choice. If the applicable geographical area is different from the geographical reference area used to determine the baseline geographical reference area, this difference shall be justified.
[bookmark: _Toc207799113][bookmark: _Toc208234614][bookmark: _Toc210996107][bookmark: _Toc210996146][bookmark: _Toc211002454][bookmark: _Toc211003230][bookmark: _Toc211003269][bookmark: _Toc211003615]Identifying comparable activities and distinguishing between similar and different activities (Approach A)
Mechanism methodologies using Approach A shall specify clear criteria to identify comparable activities and to distinguish between similar and different activities.
To define comparable activities, the mechanism methodology may specify further conditions than those specified in Section 6.4 above. This may also include different criteria for least developed countries (LDCs) and small island developing states (SIDS), where appropriate.
To distinguish between similar and different activities within the group of comparable activities, the mechanism methodology shall define factors and attributes that differ between similar and different activities. These factors and attributes may not only include technical considerations but also the broader circumstances under which the activities are implemented. These factors and attributes may include but are not limited to:
Energy source or fuel (e.g., primary energy source or comparable fuels);
Feedstock characteristics (e.g., type of feedstocks used to produce a biofuel);
Market and policy conditions at the time of the investment decision (e.g., subsidies, promotional policies, regulatory frameworks, technology access);
Level of investment costs per unit or capacity/output; and
Any additional similarity conditions as defined by the mechanism methodology.
[bookmark: _Toc202965592][bookmark: _Toc202965708][bookmark: _Toc202965784][bookmark: _Toc203042532][bookmark: _Toc203048794][bookmark: _Toc203082737][bookmark: _Ref203400052][bookmark: _Toc203410917][bookmark: _Toc207799114][bookmark: _Toc208234615][bookmark: _Toc210996108][bookmark: _Toc210996147][bookmark: _Toc211002455][bookmark: _Toc211003231][bookmark: _Toc211003270][bookmark: _Toc211003616]Determining the target market size and which activities are considered similar (Approach B)
Mechanism methodologies that use Approach B shall include provisions for how activity participants shall determine the target market size. The target market size shall reflect the realistic potential of the technology, measure or practice implemented under the Article 6.4 activity.
The target market size may be determined considering factors such as:
Technical and financial feasibility;
Product and technology constraints (e.g., the technology, measure or practice may work only under certain technological conditions such as stable grid connectivity);
Socioeconomic characteristics (e.g., the technology, measure or practice may be targeted only to certain income levels);
Geographical, topographical and climate conditions (e.g., the technology, measure or practice may be workable or suitable only under certain climate conditions);
Cultural, demographic, behavioural and psychographic conditions (e.g., the technology, measure or practice may be accepted only by certain groups of people).
Mechanism methodologies shall also include provisions for determining which specific technology, measure, or practice shall be considered as a similar activity. Similar activities may be defined, for example, with regard to:
Energy source or fuel (e.g., primary energy source or comparable fuels);
Feedstock characteristics (e.g., type of feedstocks used to produce a biofuel);
Market and policy conditions at the time of the investment decision (e.g., subsidies, promotional policies, regulatory frameworks, technology access); and/or
Level of investment costs per unit or capacity/output.
[bookmark: _Toc203042535][bookmark: _Toc203042778][bookmark: _Toc203044390][bookmark: _Toc203046744][bookmark: _Toc203048343][bookmark: _Toc203048797][bookmark: _Toc203080351][bookmark: _Toc203080798][bookmark: _Toc203082739][bookmark: _Toc203082776][bookmark: _Toc199281636][bookmark: _Toc202075275][bookmark: _Toc202965594][bookmark: _Toc202965710][bookmark: _Toc202965786][bookmark: _Toc203042536][bookmark: _Toc203048798][bookmark: _Toc203082740][bookmark: _Toc203410919][bookmark: _Toc207799115][bookmark: _Toc208234616][bookmark: _Toc210996109][bookmark: _Toc210996148][bookmark: _Toc211002456][bookmark: _Toc211003232][bookmark: _Toc211003271][bookmark: _Toc211003617]Determining the common practice threshold Fmax
Methodology proponents shall specify the value for the common practice threshold Fmax.
The threshold shall be determined based on the following considerations:
The scope of similar activities in relation to comparable activities: The value of the threshold shall consider the proportion of similar activities relative to comparable activities. A relatively higher threshold value may be selected where similar activities are defined more broadly (e.g., biomass power generation being considered as similar and all power generation in the electricity system being considered as comparable) than where similar activities are defined narrowly (e.g. power generation from rice husks being considered as similar and all power generation in the electricity system being considered as comparable);
Whether a stock-based approach or a time-bound approach is used: A relatively higher threshold value may be selected where a time-bound approach is used (e.g., the share of solar power capacity additions to an electricity system in the most recent three calendar years) than where a stock-based approach is used (e.g., the total share of solar power capacity installed in an electricity system at the end of the most recent year);
Technology cost curves: In cases where technology costs are rapidly declining and thus rapidly enhancing the uptake, a relatively lower threshold may be selected.
As an indication, mechanism methodologies may consider a common practice threshold in the order of 3 per cent where a stock-based approach is used and 10 per cent where a time-bound approach is used.
The proposed common practice threshold value shall not be larger than:
16 per cent for countries other than LDCs and SIDS and 20 per cent for LDCs and SIDS, where a stock-based approach is used; and
20 per cent for countries other than LDCs and SIDS and 25 per cent for LDCs and SIDS, where a time-bound approach is used.
Methodology proponents shall provide clear and credible justification for the specified common practice threshold (Fmax), including quantitative evidence and context-specific analysis. Such justification shall demonstrate that the threshold supports a very high likelihood of additionality of registered Article 6.4 activities.
- - - - -
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