MASTERCLASS ON THE PARIS AGREEMENT
CREDITING MECHANISM (PACM):
TOOLS, RULES AND READINESS

08 July 2025, Bangkok Thailand
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Welcome and Introduction to the Event L

Objectives

1. Overview of Article 6.4 Paris Agreement Crediting Mechanism (PACM).

2. Walkthrough of key implementation milestones and participation requirements
under the PACM.

3. Complementarity of Article 6.2 and PACM.
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Welcome and Introduction to the Event

Agenda

Moderated discussion on the Paris Agreement Crediting Mechanism with Perumal
Arumugam, UNFCCC Secretariat

d Understanding Article 6.4 and CDM Transition
1 Roles, responsibilities and participation requirements
d Enhancing engagement on Article 6.4

d Discussion
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Mr. Perumal Arumugam

Manager
Markets and Non-Markets Support and
Stakeholders Interaction Sub-division




THE PARIS AGREEMENT CREDITING MECHANISM:
OVERVIEW
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9-year Journey for the Full Operationalization

A\\W/Z \\)\,
—
PARI-SZO15 SHARM EL-SHEIKH C0P29
COP21-CHP11 EGYPT2022 Baku
Azerbaija
2015 2021 2022 2024 |
Adoption of the Paris Completion of the Adoption of Completion of further
Agreement Paris Rulebook further rules guidance
Adopt the Guidance: Further guidance on: Further guidance on:
e : Infra for recording and tracking Authorization, First transfer,

A6.2 : NIk, Part|C|pat|on. requwe.ments, ITMOs, Review guideline and rules Reporting format and supplementary
Cooperative CA methods, Reporting, Review, Infra and training programme for review elements, Inconsistencies of reported
approaches for recording and tracking ITMQOs team, Outline for reports incl. draft information and their consequences,

version of agreed electronic format Function of registries
Adopt the RMP: Further guidance on: Further guidance on:

. Procedure for transition of CDM Standards for methodologies and
Supe.rwsory Body, ,H_OSt PRty ) activities and CERs, Reporting by Host removals, SD tools, Appeals and
requirements, Activity cycle, Registry, Parties, Operation of the registry, grievance process, Procedures for
SOP & OMGE, CDM transition Processes for SOP & OMGE, Rules of SB’s decision making, Interoperability

procedure of SB of the registry, authorization
Adopt the Work Programme: Further decisions on: Completion of Work Programme
_— ) Schedule for implementing activities, Phase 1:

A6.8 Principles, Non mar.k(.-:-t apprc.)a.c'hes, Non-market platform, Additional Assessment of phase 1,
Non-market Governance, Modalities, Activities, focus areas for the activities recommendations, NMA platform
approaches Reporting and capacity building for phase 2

11



Article 6.4 Paris Agreement Crediting Mechanism
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The Paris Agreement Crediting Mechanism (PACM) is the new centralized UNFCCC
baseline-and-credits mechanism for public and private sector actors:

The mechanism shall aim to:

Promote the mitigation of
GHG emissions while
fostering sustainable
development

/8\ Incentivize and facilitate

2* g participation in the mitigation

NG of GHG by public and private
& entities authorized by a Party

Contribute to the reduction of emission
levels in the host Party, which will benefit
from mitigation activities resulting in
emission reductions that can also be used
by another Party to fulfil its NDC

To deliver an overall mitigation
in global emissions

12
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Role of MCUs in Supporting Host Counties

MCUs can be used for various purposes, including voluntary corporate action, for the

purpose of contributing to the reduction of emission levels in the host Party
* e.g. voluntary climate action, results-based climate finance, domestic mitigation pricing schemes, or
domestic price-based measures

MCUs paves the way for corporate to make a climate contribution and unlock financial

and technical support for the Global South
 MCUs are generated from registered mitigation activities hosted by any Party, enabling the transfer of

essential climate technology and funding

* The mitigation achieved assists the host Party in achieving its NDC and sustainable development goals

by curbing its GHG emissions

13
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As the only multilateral crediting mechanism under the Paris Agreement,
PACM has been assigned Cooperative Approach ID “ "

Y United Nations
& Climate

Process and meetings Topics Calendar Climate action Documents and decisions

Q Y Process and meetings > The Paris Agreement > The Paris Agreement > Cooperative Implementation > CARP

“ontent

Cooperative approaches.

This page lists the cooperative approaches for which annual information has been submitted.

Parties to the Paris

CA0001 Article 6.4 mechanism NA
Agreement
. . N . . . o . Ghana,

CA0002 Promotion of climate smart agriculture practices for sustainable rice cultivation in Ghana Ghana, Switzerland switzerland

Operation of e-buses on privately owned, scheduled public bus routes in the Bangkok Metropolitan area by Energy Absolute Switzerland,
CA0003 P ) P v o P! 3 -g po . Y ) gy ! Switzerland, Thailand

Implementing Agreement to the Paris Agreement between the Kingdom of Thailand and the Swiss Confederation Thailand &7

— . . Switzerland,

CAQ0O4 Electrification of Vanuatu's Inhabited Islands through Solar Power ITMO Programme Switzerland, Vanuatu Vanuatu

CA0005 Emissions Reductions from Sustainable ) )
uyana
Management of Forests 5 uyana

ITMOs resulting from Paris Agreement Article 5.2:
CAQQ0D6 reducing emissions from deforestation and forest degradation, and the role of conservation, sustainable management of forests and Suriname Suriname &'
enhancement of forest carbon stocks

CA0007 Joint Crediting Mechanism between the government of Japan and the government of the Kingdom of Thailand Japan, Thailand Japan

The Joint Crediting Mechanism (JCM), established under the ‘Low Carbon Development Partnership' between the Governments of .
CA0008 . ) . o ; Mongolia, Japan Mongolia &7
Mongolia and Japan, operates in accordance with Article 6 of the Paris Agreement B

CA0009 Grouped Projects for Cambodia Improved Cookstove Cambodia Cambadia [#1

CA0010 Grouped Projects for Cambodia Water Purifier Cambodia Cambedia

14
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Interlinkage between Article 6.2 and the PACM S

If the host Party of an activity under the PACM authorizes the A6.4ERs from the activity,
those A6.4ERs can be recognized as Internationally Transferred Mitigation Outcomes
(ITMOs) under Article 6.2 once first transferred

A6.2
Cooperative approaches

A6.4 PACM Bi/plurilateral Cooperation

’

under the PACME

* Used by Participating Parties:

1
1
1
1
CUE | . AERs Corresponding Contribute to achieving NDCs and the Paris’ goal 1
co 1 authorized : - : adiustment . N '
2 | (Authorized emissions reductions) | * Used by private companies: |
| Contribute to achieving their ‘net-zero’ targets and the Paris’ goal :
N e e e o o o am Em Em Em e e A Em Em em M M M E EE S A A m Em e e e e E mm Em Em Em Em m Em Em Em e e e Em Em e e e e ar—_—>R——————————————— !

! Domestic compliance for carbon pricing

A6 4 . O . Non- No Corresponding
-4 emission authorized (Mitigation contribution units) adjustment Voluntary use
reductions (A6.4 ERs)
Climate finance

15
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Implications of Authorization

Registered activities issue emission reductions (A6.4ERs), which come in two types:
* Authorized emission reductions (AERs): Authorized for use towards NDCs or for other
international mitigation purposes

* Mitigation contribution units (MCUs): As non-authorized units,
o MCUs can never be AERs
o Or, MCUs can become AERs under certain circumstances, subject to additional condition

As per paragraph 11 of decision 6/CMA. 6 from Baku, at the time of issuance of A6.4ERs,
the host Party can decide whether: e

The host Party decides, based on the relevant project information and the implications of hosting the project
ongfhe implementation of its NDC that it:

M - - Authorizes, in full or in part, the A6.4ERs to be issued for the underlying activity for the use towards
( 1 ) A u t h o rl ze S t h e A6 . 4 E RS I n fu I I O r I n pa rt achievement of nationally determined contributions and/or for other international mitigation purposes
’ pursuant to decision 2/CMA.3, annex, paragraph 1(d) and (f) (provide the details of the authorization
in Sections B.1-8 below). If only part of A6.4ERs to be issued is authorized, the Party may optionally
provide below additional information on the terms and conditions under which authorization will be
provided for the part not authorized yet.

>>
L]
2 D oes n ot au t h orize an A6 4 E R S { Does not authorize any A6.4ERs to be issued for the underlying activity for use towards
y . achievement of nationally determined contributions and/or for other international mitigation
purposes pursuant to decision 2/CMA.3, annex, paragraph 1(d) and (f) (provide information only in

Section A)

[ ] ™ 9 . . - . L . . .
Allows mitigation contribution A6.4ERs to be issued for the underlying activity, while noting that it
(3) Authorizes the A6.4ERs at a later stage iy it he ADAERS a8 e Sl SUBc 1 1 vt oo o e Pracat:
Article 6.4 activity cycle procedure for projects” (provide the details of the authorization in Sections
B.1-8 below at a later stage when deciding to authorize the issued mitigation contribution A6.4ERs).

Host Party may optionally provide below additional information on the terms and conditions under
which authorization will be provided:
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Article 6.2 Reporting Requirements '

Participating Parties in Article 6.2 are required to fulfil the three main reporting obligations
under the Article 6.2 guidance

Both quantitative and qualitative
information relating to Article 6.2
implementation, including

——————— corresponding adjustments

What?

e Annual Information:

Quantitative ITMOs information,
including authorization, transfer,
use, cancellation, etc. and the
accompanying information

Initial Report(IR):
Fulfillment of participation
—————— requirements and other Info -=-
related to NDC, accounting
approach, and cooperative
approaches.

Part I. Participation Responsibilities

Part Il. Description of the Party’s NDC

Part lll. Information on ITMO Metrics,
Method for Applying When?
Corresponding Adjustments and
Method for Quantification of
the NDC

Part IV. Information on Each How?
Cooperative Approach

Where?

No later than ITMO Authorization
(or in conjunctionwith next due BTR)

é E

By 31 December every even-
numbered year as part of the BTR

1

1

1

1

1

1

i

1

: :
: :
! 1
! 1
l :
! 1
: 1
By 15 April of the following year ! :
1

! 1

i :

B 35— BTR AnnexIV outline i

' O— Decision 6/CMA.4, annex VI !

! 1

! 1

: :

! 1

! 1

l :

! 1

: 1

| 1

! i

1

: :

! 1

! 1

: :

1

Draft agreed
electronic format
(AEF)

Initial Report Outline

(Decision 6/CMA.4, annex V)

Structured summary
Decision 5/CMA.3, annex I,

table 4 (CTF)

Decision 6/CMA.4,
annex VIl

IR Template available on
interim CARP

Integrated submission portal
(CARP & Article 13)

CARP & A6DB

When a party decides to

participate in a cooperative
approach (Authorize, first transfer, use, ...) 17

When a party implements the cooperative approach
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Reporting Implications of Authorized A6.4ERs S

“Authorization” triggers the A6.2 reporting obligation, and the host Party must submit
the Initial Report, AEF, and Regular Information in sequence by the applicable deadlines

M= IR/UIR
——— | Prior to authorization

‘\( Annual Information
: By 15 April of the following year

PACM
activities

&8 X

— — | Regular information

% By 31 December Prior to
authorization every even-
numbered year

pazuoyjine
uon

MCUs
(Mitigation contribution units) '

18
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Benefits of the PACM in the Context of A6.2 Reporting ls2

Participating in PACM offers several benefits, inter alia, ease of reporting, standardized Initial
Report (IR), pre-filled Agreed Electronic Format (AEF)

Cooperative approaches
4 other than PACM

CAO101

T==s2

CA0107

HP1 is required to 3 Part IV IRs or UIRs,
\_ and 3 Part VI of the Annex IV of BTR

o

CA0001

HP1 is required to submit only 1 Part IV IR or UIR for the
PACM and 1 Part VI of the Annex IV of BTR

J

HP: Host Party / UP: Using Party

19
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Ease of Reporting through Infrastructure '

Article 6.2

Centralized Accounting and Reporting Platform

R (CARP) .

1 1 =

: . ! PACM Registry

1 1 \

: 100% COnneCtN_ - | Party A Party B
: perablhtv X account account
: Article 6.2 ! Party C Party D
1 : 1 account account
| International | :

1 . i 1

! Registry Article 6.2 !

: Party A Party B Database |

| account account i ) :

! Party C Party D Annual Information !

X account account !

1 1

1 R 1

1 e 1

1 e e . 1

| Party Registries AV |

: . 1.~ .7 Pre-filled table for :

: Party X Regular Information :

1 e 4 . . . 1

! Party Y (Quantitative Information of ITMOs) !

1 1

1 1

! Party Z :

1 1

1 1

1 1

\ /7

_____________________________________________________________________

20



Elements ensuring integrity of Article 6.4 activities
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Authorization <::>

/

Pre-registration /

non-activity-specific

-

Activity cycle:
Standard & procedures
Eligibility
Integrity standards
Stakeholder engagement

Registration

&

-

Communication

<
V-

Post-registration

-

Tracking and

reporting

(including registry and
accounting)

€

Environmental &
Social Integrity
Measures

SD tool: 17 SDGs, PA
Appeals and Grievance

4
Y

p

Methodological
approaces

Overall requirements,
Additionality, Baselines,
Leakage, Reversals

y

A
/

Y

Independent
Oversight

Validation and
verification by
Accredited DOEs




FROM THE CLEAN DEVELOPMENT MECHANISM TO THE
PARIS AGREEMENT CREDITING MECHANISM
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Using Kyoto Protocol Assets under the Paris Agreement

CDM activities eligible
for transition to PACM

Post 2020

DNA notification

HP participation requirements

HP approval

Addendum

CDM or 6.4 SD-tool

Secretariat finalize the Assessment
SBM approval

GSC

Registered under PACM
using a CDM
methodology

maximum till 2025

Finalization of
registrations under
temporary measures

2021-2025

Request for transition

Registered under PACM
using a CDM
methodology till 2025

Finalization of request
for issuances under
temporary measures

2021-2022

Finalization of provisional request for issuance
Revised monitoring report

Declaration on avoidance of double issuance
SBM approval and SHC

6.4ERs approved using
a CDM methodology

CDM activities with
eligible CERs to be
used towards the first
NDC

2013-2020

Party using the CERs must have authorization

from the host country
Corresponding adjustments must be applied

CDM CERs used
towards the first NDC

<
L<§\

f

4
N
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Current status

= 3,494 activities were eligible to transition to Article 6.4 mechanism

3,263 3,329
PoA 1 164 165
TOTAL 67 3,427 3,494

= 1,507 activities have notified the intention to transition to Article 6.4 mechanism

1,379 1,388
PoA 1 118 119

TOTAL 10 1,497 1,507



From where are the CDM activities that have requested transition?

Host Parties

CDM activities
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Process
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Transition Steps

Submit transition request
Global Stakeholder Consultation

Submission of Host Party Approval

Submission of Additional
Documentation

Processing of Transition Request

Request for Review of Transition
Request by HP or SBM member

Finalizing transition request

Timeline
31 December 2023 (ER) 31 December 2025 (A/R)
28 Days

By 31 December 2025

If continuing to apply the CDM Meth: within 180 days of HP
approval

If applying A6.4 Meth: within 1 year of HP approval or new
meth becoming available whichever is later

Collect transition fee, Completeness Check (7 days),
Substantive Check (21 days), Summary Note with
recommendation (14 days)

May be requested within 28 days of the completed
substantive check

Approve, Approve with Modification (7 days for
proponent to respond), Reject



Current Status of the Transition

Only 17 HP has submitted the HP
participation requirements

2 approved and

registered
Wa't',”,g for HP Pending additional
partl.C|pat|on documentation from project
Requested requirements participant
correctly for
transition
988 25
1,507* we——— ] 453 465 35 10 we—— O
56 430 1
UNFCCC has not Waiting for HP Under
received DNA project approval review

communication

7 approved with
modifications

*A/R CDM project activities can submit the transition request till 31Dec2025

vV’C \
‘&C}



Steps a Host Party Should Take to Transition CDM Activities

Deadline Information or form Sent to
. Name of the organization
UNFC,CCQaS not Earlier than Address of the organization
receive : DNA 31Dec2025 Full name of the contact person Supervisory-Body@unfccc.int
communication ec Functional title of the contact person
Telephone number and email address
https://unfccc.int/documents/636766
Waiting for HP Earlier than
participation e Supervisory-Body@unfccc.int
requirements 21Dec2025
Waiting for HP . :
& 31Dec2025 Supervisory-Body@unfccc.int

project approval

\ Y
AN/




ACCOUNT TYPES AND REGISTRY
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Accounts and Users

Account types
» There are four types of accounts in the Mechanism Registry:
* Pending account
* Holding accounts
» Reversal risk buffer pool account
» Share of proceeds for adaptation account
« End-of-life accounts
OMGE accounts,
NDC use accounts,
Cancellation accounts

30




Accounts and Users

Party Entity ABC Party Entity GHI
L FEnding aceount | holding account | holding account | holding account | holding account |
( | Party 11 Entity JKL - Party 1 Entity ABC
| Mandatory cancellation for OMGE account | | OIMP account ] holding account . | OIMP account | holding account
( | Party 1( Entity DEF - Party ] Entity MNO
Voluntary cancellation for OMGE account NDCI account - AERs holding account | NDC1 account - AERs | [ holding account
_ : " r Party 1 [ Party voluntary |
[ﬂdmlnlstmthre cancellation for corrective actions NDCI account - CERs | cancellation account - AERs |

'$ "y

Party voluntary
cancellation account - AERs

[ Party voluntary cancellation ]
| account - MCUs and CERs ]

S\

L‘@

4
\
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Lifecycle of A6.4ERs and CERs

Issuance and distribution

Mechanism Information System Mechanism Registry

no
yes
Issue
OMGE 2%

Registry Final
Administrator approval?

no Issue Transfer to
@ SoP 5% Adaptation Fund

Transfer to
OMGE cancellation
account

Issuance

Workflow Mark as

First Transferred

( Adaptation
Issuance waiver?
instruction More
id?
Gl AP valid? to issue
Modalities focal point
of Communication data

Issue H Distribute

Distribution
Instructions

<

Notify
focal
point(s)

Focal point

Y 32



THE PARIS AGREEMENT CREDITING MECHANISM:
HOST COUNTRY APPROVAL
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Host Party Participation Requirements

* In accordance with decision 3/CMA 3, each host Party of prior to participating in the
mechanism shall ensure that:

 ltis a Party to the Paris Agreement;

« It has prepared, has communicated and is maintaining a NDC in accordance with
Article 4, paragraph 2;

It has DNA for the mechanism and has communicated;

It has indicated publicly to the SBM how its participation in the mechanism contributes
to SD;

It has indicated publicly to the SBM the types of A6.4, activity that it would consider
approving and how such types of activity and any associated emission reductions
would contribute to the achievement of its NDC, if applicable, LT-LEDS, if it has
submitted one, and the long term goals of the Paris Agreement.

* These requirements are further stated in the activity cycle procedures adopted by the

SBM, and the secretariat has developed the

(o 34
(C)


https://unfccc.int/sites/default/files/resource/A6.4-FORM-GOV-001.docx

Mechanism Registry Procedure (MRP) - Authorization of Registry Access

Responsible for all actions regarding Party’s accounts (para. 24, section 4.4.1)

v DNAs (as Parties) may open holding, retirement, or cancellation accounts (para. 25-26,
Section 4.4.1).

» Approve opening of registry accounts for public and private entities that are activity
participants (para. 27, Section 4.4.2).

 DNAs may authorize public and private entities to open holding accounts in the A6.4
registry (para. 28-30, Section 4.4.2).

 DNAs may suspend, reactivate, or terminate accounts they authorized (para. 33, Section
4.5).




THE PACM CURRENT IMPLEMENTATION
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Implementation of Article 6.4 mechanism

Completed

Agti(‘;’liety v Activity standard )) v" Activity cycle procedure
y

|
I .
v" Validation & Verification : Process operation
procedure i

v" Validation & Verification
standard

ViV VIV N

Accredi- [ |
tation E v" Accreditation standard ))) v" Accreditation procedure : Process operation
I
Governance ))) v Appeal and grievance 5 "
v"  Direct communication with rocess operation
stakeholders
cOM l
Transition " ))) " .
v v Transition procedure
process Transition standard p Process operation
[

Process operation

Sustainable [
Development E ))) v" Sustainable Development Tool

%




Implementation of Article 6.4 mechanism

Completed

. I
Registry ») v" Registry procedure | Interim/ Under development>
I

Methodologies )) Procedures for developing
v Methodologies

v' Standardized baselines

v Methodology standard

2022 - 2024
v Removals standard

Non-permanence

_ Additionality Leakage Baselines and reversals
2025: standard standard standard
Process operation >
N 38
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Baku outcomes and the road ahead W

No further guidance on A6.2 and A6.4 until Approving new methodologies and

2028 implementing the international registry
v= _ _ V (IR) is a priority

-Full focus on implementation and lessons _ _ ,

learned - Interim registry now in place

leely that first batch of A6.4ERs will be The methodological expert panel (MEP)
from the projects transitioned from CDM will support the Supervisory Body

-35 projects already approved for transition Y (SBM) to review existing CDM
by host countries \ methodologies

Oy

-1500+ in pipeline - Priority methodologies already
identified, and first methodologies
SBM will start developing guidelines expected mostly in Q3 onwards
and tools to support operationalization
o of the methodology and removal
standard $ N Full operational markets will most likely
: L be in 2026
-First set of forms, templates, guidelines —

alreadv available
AT v“\ﬂ] AV CATIGAN TV

(LL/

-34 methodological items to be
e processed within 4 SBM meetings
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Work Plan and Progress on Article 6.4 N

» Adopted standards for methodologies, activities involving removals, additionality,
leakage and baseline.

= Adopted :

» Adopted the first ever UN carbon market Appeals and grievance procedures.

= DNA designated under Article 6: 105

* The first Global DNA forum on Article convened in May 2025, setting up its
governance structure

= DOEs submitted application for accreditation is: 16

= New activities submitted prior notification: 1500+

* Transition activities Host Party approval: 35

» Transition activities completed GSC process: 1500+

» Host party participation requirements forms to UNFCCC: 16

* The A.6.4 interim transactional registry is in place.

s The technical expert panels have started working ontools and quideline
s
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https://unfccc.int/news/mandatory-environmental-and-human-rights-safeguards-agreed-for-un-carbon-market
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Benefits of Participation in PACM S

One and Only

Multilateral Crediting Mechanism Aligned with the Paris Ambition

&
A 4

* Two track National Approval process &
Enhanced host party role - Nationally
Approved and Authorized

* Strong provisions regarding Sustainable
development and continuous stakeholder
inputs (covering all stakeholder types)

* Equitable sharing of benefits between
two participating parties

* One and only mechanism contribute to
Adaptation through three means to build
resilience to the inevitable impacts of
climate change for developing countries

* One and only mechanism contribute to
Overall mitigation of Global emissions
(OMGE)

* Best positioned to tackle double counting
under UNFCCC — Integrated reporting and
tracking mechanism

* Fulfillment of reporting obligation under
Paris Agreement pre-fill all the information
needed to report AEFs to the A6DB

* Multi prone Quality and Quantity
assessment —independent third party DOEs,
UNFCCC secretariat, A6.4 SBM, and CMA

* Global Geographical coverage by any scheme
(Accessibility) — Scale, Type and Region
Agnostic, Multilaterally Approved standards -
Global benchmark for baseline and crediting
mechanism standards

* Robust Appeals and Grievance mechanism

Multi-purpose Use in Carbon Markets

* Use for both compliance and non-compliance purposes
(NDC, MRV of climate finance, green bonds etc.)
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Discussion

DISCUSSION
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Feedback Form UNFCCC

Masterclass on PACM: Tools, Rules
We value your input. Please A e e

share your feedback with us at

)




THANK YOU
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