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. Introduction

A. Background

1. The Subsidiary Body for Scientific and Technological Ac{SBSTA), at its fifty-

sixth session requested the secretariéd prepare, with a view to facilitating the
understanding of the relevant issues but without prejudging possible outcomes, and
considering the relevant work undertaken in the first inteigesisperiod of 2022 and views
expressed by Partieat the session, a technical paper without formal status, which includes
analysis of the linkages between the following elements and, inter alia, the use of flowcharts
and other visual representations on

(8 Recommendation®r guidelines for the reviews referred to in paragraph 7 of
decision 2/CMA.3 and pursuant to chapter V (Review) of the annex to the same decision,
including in relation to theéirticle 6 technical expert reviewAgticle 6 TER) team, in a
manner that minimizes the burden on Parties and the secretariat;

(b)  Options for the tables and outlines that are simple andftieadly while
providing for Parties to report information required pursuant to chapter IV (Reporting) of the
annex to decision/€MA.3 and in accordance with chapter Ill (Corresponding adjustments)
of the annex to the same decision

(c) Recommendationlating to infrastructure, including guidance for registries,
the international registry, therticle 6 database and the centralized@unting and reporting
platform referred to in chapter VI (Recording and tracking) of the annex to decision
2/CMA.3;

(d)  The connection between the registry for the mechanism establishfetidiy
6, paragraph 4, of the Paris Agreement and the internatiegiatry?

2. The SBSTA further requested the secretariat to conduct a survey of Parties on their
choice between implementing a registry, having access to a registry and using the
international registry with a view to including the results of the survdyeechnical paper
referred to intheparagraph above.

3. This technical paper has been prepared for consideration at SBSTA 57, to be held in
November 2022, as well as in the intersessional period

4, The period for developing this technical pap&is not suiftientfor the secretariat to
consider submissions that may be made by Parties in response to the call for subatissions
SBSTA 56 The technical papewill servean input to thevork of theSBSTA, parallel to
Partiesd.submissions

B. Structure and approach

5. The paper is structured according to the SBSTA 56 conclusions. Each of the four
topics as per paragraph 1 above is allocated a section (sections Il to V). Each section discusses
key issues angossiblesolutions, considering linkages between thgids and withArticle

6.4 elementsWhereverseveralpossiblesolutiors areidentified in relation to an issyghe
mostsuitableone ishighlighted A summaryof possible solutionss included in section VI.
Examples of the proposed tables audlines including for the report of tharticle 6 TER

team, are included amnnexes, along with other supporting informatidhe results of the

survey as peparagraph 2 above are also included as an annex to this paper.

6. The discussions of the key issuare based on analysis of the agreed Glasgow
outcome onArticle 6.2 (decision 2/CMA.3) andirticle 6.4 (decision 3/CMA.3), where
relevant. As requested by SBSTA 56, relevant work undertaken by Parties in the first

1 Parties to the Paris Agreement
2 FCCC/SBSTA/2022/L.12
3 FCCC/SBSTA/2022/L.12.
4 FCCC/SBSTA/2022/L.12.
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intersessional period of 2022 and viewpmssed by Parties at SBSTA 56 are considered.
Decisions related to thmodalities, procedures and guidelines (MPGs) for the transparency
framework for action and support referred td\ticle 13 are also analysed and considered,
where relevant térticle 6.

7. The papeis prepared with the view tncouraging &olistic approach wards further
elaboration andmplementation of the guidanédJnderstanding the paper requires good
familiarity with the Glasgow outcome dirticle 6.2 and relevant section$ Article 6.47

8. In identifying and discussingossiblesolutions to the issues, the secretariat has drawn

on its experience with the relevant systems and processes under the Kyoto Protocol and its
broader expertise and knowledge of practices associated with the operations of carbon
pricing policy instrumentglobally. Due to the short timrame for the delivery of this
technical paper, focused research and analysis of relevant practices outside of the Kyoto
Protocol werenot conducted.

9. The assessment criteria foossiblesolutions are informed by principlgsovided in
t he gui dance and t hrough Partiesbd interventions
intersessional work and SBSTA 56. Assessment criteria include:

(a) Promoting transparency, accuracy, completeness, consistency and
comparability (TACCC);

(b)  Effectiveress and efficiency;

(c)  Simplicity, flexibility and useifriendliness

(d) Robustness and secure operations;

(e)  Minimizing the reporting burden on Parties;

()] Eliminating undue burden on the secretariat;

(g) Building on existing solutions and continuous improvement;

(h)  Impacton stakeholders, including maximizing participation;

0] High-level assessment of implementation effort as a measure of future cost

10. Throughout the document, paragraphs, chapters Amidles are referred to.
Paragraphs and chapters without a reference toisiale are those from the annex to decision
2/CMA.3. In any other instance, reference is made to the relevant degidioles are those

of the Paris Agreement. In any other instance, reference is made to the relevant treaty or
regulation.

Assumptionsand interpretations

11. In identifying and elaboratinggssible solutionsassumptionsand intepretations,
includingin relation toaspects that could benefit from further clarificati@ne statedDue
to theshort timeframe for producinthis paper assumptiongnd interpretationbave not
undergone a tirough legal analysis. gsumptionsand interpretationsvould need to be
confirmed or rejected in the context of goyssible solutionshat Parties may wislottake
forward.

12. Rejection of certain assumpti®and interpretationmayhave implications for more
than one areaf analysis thusnecessitating aimpactassessment

Decisions 18/CMA.1 and 5/CMA_3

The figuidanceo is the guidance.included in the annex t
Relevant sections of the annex to decision 3/CMA.3 include chapters | (Definitions), IV (Participation

responsibilitis), V (Article 6, paragraph 4, activity design), VI (Mechanism registry), VHJy of

share of proceeds for adaptation and administrative expels$kg Delivering overall mitigation in

global emissions IX (Avoiding the use of emission reductions bgnmthan one Parhand X Use

of emission reductions for other international mitigation purposes
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II.  Options for the tables and outlines to report information
required pursuant to chapter IV (Reporting) and in
accordance with chapter Il (Corresponding adjustments)

A. Principles

13. The key guiding principles for this section are:

€) Simple, flexible and usdriendly: the outlines, tables and reporting process
should be easy to understand and to complete fron
reporting requirements are met;

(b)  Respecting the nationally determined nature anderdity of naionally
determined contribution@NDCs): the reporting Party should be able to complete the tables
and outlines and follow the procesgegardless oits underlying systems, provided these
systems meet the requirements of the annex to de@#2MA.3;

(c) TACCCS

B. Key issues

14. The key issues impacting the design of reporting tables and oytlinelsiding
elemens not addressed in thexty are identified and discussénl this sectionincluding
possible solutions

15. Figure 1 presents thaformation required to be reported by a participating Party as
per chapter IV (Reporting) for a reporting cycle of an NDC implementation period:

(@) Initial report (IR);
(b)  Updated initial report (UIR) (also jointly referred to with the IR as IR/UIR);

(c) Annual information as per pagaaph 20 submitted through an agreed
electronic format (AEF)

(d)  Regular informatioriRI) as an annex to th@ennial transparency repgdBTR)
thatis submitted in accordance with paragraph 10(b) of the annex to decision 18I{EMA.
including annual information as per payaph23 (reportediennialy as part of theRl).

16. Figure 1 is a simplified illstrationof what information may be submitted per year of
anNDC implementation periodRegular informations submitted once every two yeavih
theBTR.

8 As per paragraph 7, TACCC are required in the comtgorresponding adjustments and therefore
are an overarching principle for all elements (proesasd reports) leading missions balances
and adjusted indicators for tracking progress towards the implementation and achievemens.of NDC

ATexto is used i nt &CMdMM3andgteaartex vy with deci sion

WAnnex 4 Al nformaPaonyi s palatcbpatbohhien cooperative a
of the outline of the BTR as per Annex IV to decision 5/CMA.3
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Figure 1. Information required as per chapter IV (Reporting)

*To beclarified if UIR could be submitted separatélgm BTR.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

Regular Information Regular Information

Initial Report

Updated Initial

Repo
Optional: Additional

Updated Initial Updated Initial Updated Initial
Report Report Report

cooperative cooperative cooperative
approach(es) approach(es) approach(es)

cooperative
approach(es)

Annual

Annual Annual Annual
Information Information Information
para 20 para 20 para 20
For all cooperative For all cooperative For all cooperative
approaches approaches approaches
Data in annual Data in annual Data in annual
information will be for information will be for information will be for
Year 3 Yoar 4 Year5

Information Information
para 20 para 20

For all cooperative For all cooperative
approaches
Data in annual Data in annual
information will be for information will be for
Year1 Year2

Reporting obligation: who reports

17. According to pargrapts 1 8, 20 aadt i2di, p ddbeal mrdvidéther t y 0

reports detailed in the respective paragsapParticipation in a cooperative approach
materializes through the authorization of the apprdgchParty as per pagaaphl18 (g)*
A participating Party may befiost Partgt? and/ora usding participating Parb/3

18.  With respect to tharticle 6.4 mechanism (the mechanism), a participating Party may
be a fihost Partyo that approves aeitgatwont i e
outcomes (ITMOs) and entitiégspr an fiot her partici pa®inng

a given activity of the mechanism. Participating Parties in the mechanism are subject to the
reporting requirements odArticle 6.2 with respect tauthorizedArticle 6, paragraph 4,
emission reductios(A6.4ER9.%¢

19. Paragraphs 42 and 43 of the annex to decision 3/CM#edinderstoddto provide

for the issuance of A6.4ERs that aret authorizedand, therefore, are not ITMOs. Host
Parties approvingnly activities for which unauthorized A6.4ERs will be issued are not
required to report in accordance with the requiremenistafle 6.2 as they would not handle
ITMOs. Similarly, other participating Parties in the mechanism only involved in activities
for which unauthorized A6.4ERs will be issued are not required to report in accordance with
the requirements dirticle 6.2.

20. Chapter IV (Participation responsibilities) of the annex to decision 3/CMA.3 sets out
requirements only in relation to host Partie®wever Article 6.2 reporting obligatios in
relationto authorized A6.4ERITMOSs) apply toany participating Party in the mechanism
that handle authorized A6.4ERs

21. Only Paties to the Paris Agreemetiiat engage in cooperative approaclassper
Article 6, paragrapl? and inArticle 6, paragraph 4 activitidhat issue authorized6A4ERs
have reporting obligations und#re guidance Actionsof authorized entitiegn relation to
ITMOs are reported by the spective participating Parti¢isat authorize the entitié$

11

12
13
14
15
16
17

18

s and au
Partyo t

Pargraphl18 (g) requires a participating PartyfoPr ovi de, f or each cooperative app

the aut horization. o

Pargraphsl8 (f) and 23 (a)

Pargraphs20 (b) and 23 (j)

See pargraph? of decision 3/CMA.3

Paragraph45 of the annex to decision 3/CMA.3

Pargraphl (g) and section IV (Reporting)

The use ofthetermsiunder,Ba ppa@mr da s s u mexdadsumptionndhe coatexteof
this paper

Reporting orannual information related to the share of proceeds for adapéatiper paragrams,
annex, decision 3/CMA.B discussed in sectidhD .8 of this paper



PA/AG.2/TP/1

2.  Reporting scope: what to include

22. Reporting obligations are discussed from the perspective of the reporting participating
Party. Thus, a participating Partyusderstoodo report on actions with ITMOs it carries out

and on elements it is responsible ¥ath respect to theooperative gproactes in which it
participates Specifically, a participating Party is responsitadereportng on authorizations

it has issued and ITMOs it tracks through its tracking arrangements but not on authorizations
issued by other participating Parties in tt@operative approach and/or ITMOs fram
cooperative approach it does not track.

23. A notable exception to this principégpears to arise relation to ITMOs authorized

for other international mitigation purpdsg (OIMP) by a host Partyhat specifies fist
transfer to be the use or cancellation as pergpaph 2 (b), when such ITMOs are
internationally transferre®®. To enable the application of corresponding adjustments, a
communication mechanism would be needed from the using participating Partyusihgn

or cancelling such ITMOs) to the host Party (also first transferring Party) to notify it of first
transfer being effected. The host Patitypuld includenformation on all actions with ITMOs

it has authorized that are first transfers within its reggbinformationin orderto ensure
completeness, accuracy and transpargnciuding in relation to corresponding adjustments
(see further discussion in relationgectionll.D AEF).

24.  Anotherpossibleexceptiorthat could arise in practiée when ITMOs from the same
generating activity are allocatathongparticipating Parties and recorded (upon verification)
directly in the registry of the acquiring participating Party (in full or partiafghould such
instances arise in thArticle 6.2 practice, it isunderstoodhat the host Party will report
authorzation and transfer of the ITMOs and the acquiring Pailiyreport acquisition

3. Reporting timeline: when to report

25. Chapter IV (Reporting) provides for sequencing in submitting information, whereby
the IR/UIR is due before the annual information as @eegwaph?20, including when the
IR/UIR is submitted with the BTR. This sequencing is important to ertsansparency,
understandability, comparability and consistency of information.

(@) Initial report

26. The chapeau of pageaphl 8 st at acls patidipatig Paifityshall submit an
Article 6, paragraph 2, initial reporgé() no later thanauthorization of ITMOsfrom a
cooperative approadr where practicdin the view of the participating Partiy) conjunction
with the next biennial transparency reppré )or ttfe period oNDC implementation 6

27. The formulation fAnolTM@sber at bas ahbhehquesatbooni b
thananyauthorization of ITMOs for the cooperative approachsmuthorization of ITMOs
Furthermore, c | araicftii @ artlconpgnétipn with theviext biennigb r

transparencyrep@t i s al so relevant to enable Parties to
without a doubt. An associated issue is the sequencing in submitting information by a

participating Party.

(i) Trigger

28. The triggerfor the submission of an fRis assumed to be the point in time when a
Party becomes a participating Pargyauthorizing the cooperative approach as pergrapd

18 (0).

(i)  Timeline
29. Interpretingthe timeline for reporting( af t er the trigagaédts) to be no
authorization of | TMOO has the advantage of the |

19 The ITMO may be authorized for ND&hd OIMP, so international transfer cannot be excluded

20 This is thecurrent practice of the Joint Implementation Mechanism

2L A reportingtrigger is considered to bestartingpoint for a reportingubmissionratherthan the latest
possible timgasmentioned irparagraptii8 chapeaiin o | at er t hanéo

10
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information related to its reporting obligation (by controlling the process of issteng
authorizations of ITMOsand appears to be the intended naotiithe context of the principle
of Parties acting independently of one anather

30. Alternatively, a participating Party may opttosubemit R fii n conjunction wit!@l
n e xt ,BhErR practical in the view of the partiating Party. Important in this regard is

the notion of @ne x tishextBol lRsassumagdhattheanext BTRism BT R

relation to the Party becoming a participating Party by authorizing a cooperative approach

the period between previoyssubmitted BTR and the submission date for the subsequent

BTR, for instance between BTR1 and BT Raerefore, the chapeau of pgraphl8 could

be interpreted to mean thah IR should be submitted by a participating Party between its

authorization of a@operative approach and its first authorization of ITMOs or its next BTR,

at the Partyés discretthaon. Such interpretation cl

(@) The BTR following an authorization of a cooperative approach is the latest
possible time for submission ahIR by a m@rticipating Party, irrespective of when the Party
joins in the lifecycle of the cooperative approach (at its foundation or after it has operated for
some time);

(b) The timeline foran IR by a participating Party that does not issue
authorizations of ITMOs (asing participating Party) is between its authorization of a
cooperative approach and its BTR following the authorization of a cooperative approach.
This issignificant in the context of consistency cheok ITMOsasper paragraph 33 (as
it ensures thad participating Pastts IR will be submittedn acomparabldimeframeto other
Partesin the same cooperative approach

(i)  Participating Parties in theArticle 6.4 mechanism

31. For participatingParties in théArticle 6.4 mechanisithe obigationfor anIR may

be linked to the time of first authorization of A6.4ERs or first authorization of entities in
activities for which A6.4ERs are authorized, whichever occurs first for the participating
Party. Thiswould ensure alistinction between pdicipating Parties that engage with
authorized A6.4ER&Nd therefore should report as peticle 6.2) and participating Parties
that engage with unauthorized A6.4ERsealsosectionll.B.1 onreportingobligation).

32. Thereporting timeframevould be the same as fBarties participating in cooperative
approachegthe laestsubmissiortime for IR being the next BTR of the Partyjjhis would
ensure a comparativetimeframe for reporting between Partieghich is relevant to
consistency chesk

33. This issue may be addressed in the context of the rules, modalities and procedures
(RMPs)for the mechanist?

(iv)  Period of validity
34. Thevalidity of the IR is set out inelation to an NDC implementation period.

35. Possible solutios: The IR trigger in relation to the mechanisniisis clarification
may be made either in the RMPs or in the guidance

(@) For host Parties, the first authorizatiohA6.4ERS;

(b)  Forother participating Pa#s, he first authorization of entities in article
6.4 activity that involves authorized A6.4ERs.

(b)  Further cooperative approaches

36. Pargraphl9 presents a challenge with respect to understanding when (and how many
times) the information on further cooperative approaches is to be submitted, namely the
requirement for submission of ddiR (for each further cooperative approacmnd for
inclusion in the centralized accounting and reporting platform (CA#REo include it (the

UIR) in the next BTR due.

22 The RMPs for the mechanism establishedAsticle 6, paragraph 4 of the Paris Agreement
11
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37. Pargraphl9 could be interpreted to mean one of the following:
(@ TheUIR shall be included in the next BTBr

(b) TheUIR could come as a staradone report and could be included in the next
BTR, at the discretion of the Rg, similar to the IR.

38. Submission ofa IR/UIR with the next BTR is intended to minimizke reporting
burden on Parties and the secretaHatwever, ifa participating Party that wiskto submit
an UIR ahead of its next BTR should beable to do so.

39. Possible solutionThe submission addnUIR with the next BTR is at the participating
Partyds discretion.

(¢) Annual information as per paragraph 20

40. According to pargraph20, AEF is due noalter than 15 Aprjlwith information on

the preceding calendar year. pjieviouslymentioned, chapter IV (Reportingjovidesfor
sequencing in submitting information, whereby the IR is due before the annual information
as per pargraph20.

41. When a Party submits an IR with a BTR ASF would not be due until the following

15 April. 2 If the reporting Party had already engaged in operations with ITMOs for the BTR
period, it would be expected to report on paeph23. If the IR/BTR is submiétd after 15
April, this raises the issue of the treatment of annual information as pegrgaa3, as its
correspondinglata setis pemparagraph20 maynot be availableThe following options may

be considered:

(@) Theparticipating Party submitn AEF(sy* with the IR/BTR submission;

(b)  The participating Party submitan AEKS) by the first 15 April afterthe
IR/BTR.

42. Option (a) would promot& ACCC and would enable the timely processing of the
consistency check and revieWwhis is because ithout the AEF information, the annual
information as part fothe BTR could not be checkddr consistencyThe requiremenibf
option (a)could be established thugh the reporting practice or throutite Conference of
the Parties serving as the meeting of the Parties to the Paris Agré@igijtguidance.

43. Similar sequencing issue arises in relation to $JIRowever, UIR do not include
information relevant to padipation and the reporting Party is already known in the system.
Therefore, itis considered that)IR could come with a BTR even after the first set of annual
information for the addition&urthercooperative approach is included in the AEFlusion

of annual informatiorn relation to gurthercooperative approaés)in the AEF before the
submission o UIR is discussed isectionll.E.3 below.

44. Possible solutionFor anIR submitted witithe BTR, the reporting Partghall submit
relevantAEFR(s), at the time of the IR/BTR submission.

(d) Regular information
45. TheRl as per chapter IV.C is submittedth the BTR The MPGs folArticle 13 guide
the submission of the first BTR and subsequent BTRs, every two years.

4. Reporting elements: what to report

(@) Cooperative approach

46. The cooperative approach is the framework withimich ITMOs are authorized,
transferred and used. This aspect is significant for recording, tracking and reporting because

23 Except for submission on 15 Apfivhen the AEF is due) and the reportfarty would be expected
to make a full submission of all reporting elements
24 The first submission may require an AEF for more than one year.

12
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consistency with the guidance includes consistency of informatittinna cooperative
approach, where requiréd.

47. The name of a cooperative approach is required by different reports (IR, Rl and AEF)
and should be unique and consistent for the NDC implementation period of each reporting
participating Party. A cooperativepproach (nameyhould be associated with a unique
identifier to enable consistency checks and review of informatiorumigue identifieralso

has the advantage of handling changes to the name of a cooperative apgnadomay be
needed in the courséits implementationThe nethod for assigning and maintainingique
identifiers for cooperative approaeb through acentralizedfunction of the CARPiIs
discussedn sectionlll.G.4(h) below.

(b) ITMOs

48. ITMOs are the subject of voluntary cooperation undlgicle 6.2 and are central to
the accounting and reporting requirenseenfll the reports require the provision of
information on ITMOs, including their intended use, quantity, metrics, actions perfeamed
them, information related to their qualignd so on.

49. Pargraphl stipulates the requirements ITMOs must mieategrapts 1 (a), 1 (c) and
1 (e) are straightforward and are understood to apply to all ITMOs. Regarding other ITMO
characteristics, it malye less clear if and how the requirements combine.

50. Pargrapts 1 ( b) (Awhen internationally transferre
the i nter nat inutigaidn outconesMO$) te intérnaiornalitrankferresulting

in ITMOs. However, aequirementfor international transfer is not stipulated by aegls

1 (f) and 1 (g)which specify that MC*% result in ITMOs when authorized.

51. The issue of whether a MO must be internationally transferred in order to be an ITMO,
in addition to being impdant for Parties in designing their national systemas, arimpact

on the design of tables and outlines for reporting, particularly in relation to the annual
information (pargrapts 20 and 23). With the evolution towards the idea that MOs become
subject 6 corresponding adjustments at first transfer (which may not be the first international
transfer) the issue of when MOs become ITM@&slost its clear definition.

52.  For the analysis in this paper, and with a viewerisuringTACCC, it isassumedhat
information on MOs is reported from the point of authorization, including when authorized
for NDCsonly (see further discussion &ctionll.D on the AER.?"

53.  Another aspct requiring common understanding of the combination of requirements
for ITMOs is in relation to authorized use(s). This is discussed below in sécBof(d)
Authorizations

(c) Reporting according to methods for tracking ITMOs

54. The method for tracking ITMOs is a matter of cooperative approach design. It is
understoodthat participating Parties may determine the legal and technical approach to
tracking ITMOs according to their national circumstances, consistently with the guidance
and in a manner that enables them to meet their accounting and reporting obligations.

55.  This paper identifies and discusgmssiblemethods for tracking ITMOs:
(@) Serialzed units;
(b)  Uniquely identifiable accounting amour{tdlAAS);

(c)  Balanceonly accounting amaus (BOAAS);

25 For example, information on actions of ITMOs between participating Partistbe consistent

26 For instance: A6.4ERand possibly MOs authorized for OIMP, can be cancdligithe hostParty
beforeany international transfer

27 This is significantm light of the definition of first transfer in relation to ITMOs authorized for NDC
to be the first international transfer (as per p2a¢a)). Reporting ITMOs authorized for NDC in the
annual information from the point of their first international transéad not from their authorization,
would obscure reporting and would dimmish TACCC.

13
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(d) Balancein ahighertier accouns (BHTA).

56. The methods areescribedin sectionlll.D.1. Implications for infrastructurere
discussed isectiondll.E - Ill.H andfor reporting in sectiotl.D.6(b).

57. Serialized unitss the standardnethod that isised inexisting practicelt remains to

be seen ifothermethods are adopted @urther methods are identifiedVith the view to
TACCC, itis considered that each cooperative approach should adopt one of the foethods
each metri@® and use it consistently for the duration of the NDC cycles of the partigjpatin
Parties.The information on thenethod(s) should be included in the IR/UIR for each
cooperative approach.

58. With regard to thepossibility for a Party to participate in various cooperative
approacheshat utilize different method for tracking ITMOs, thiswould placeadditional
requirements on its tracking arrangements.

59. Further analysis may be conducted in the area of methods for trdCkii@g.

60. Nontechnical considerations in relation to tteeir approaches, sucts gegal form
and ownershipf ITMOs, are mt discussed in this paper.

61. Possible solutionsThe rules for combining methods for tracking ITM@ee as
follows:

(a) A cooperative approach adept single method for tracking ITMCsr each
metricand the methodhouldbe reported in the IR/UIR;

(b) Morethan one method for tracking ITMOs may be used by a participating
Party engaging in multiple cooperative approaches

62. The SBSTA may wish to conduct further analysis in the area of reporting according
to methods for tracking ITMOs.

(d)  Authorization

63. Authorizatin is central to reporting, with multiple implications across the system.
The arrangements for authorization are under the responsibility of the participating Party
according to pagraph3(c). This section discusses issues related to authorization from the
perspective of reporting requirements.

() Types of authorization

64. Authorizatior?® by a participating Partis used in different reporting requirements
with or without clarification as to what it refers to. Authorization is used in relation to the
following topics

(&)  Authorizationof ITMOs towardsus€s) (pargrapts 1 (d), 1 (f), 20 (aand21
(c)):*°

(b)  Authorization of a cooperative approach as per the requirement of paragraphs
18 (g) and 21 (c);

(c)  Authorization ofentities(parayrapls 18 (g) and 23 (d))

65. A hostPartymayauthorizd TMOs for use(s) without other participating Pgdining
the cooperative approachoFexamplea host Party may authorize ITM@s OIMP to be
used domesticallfa unilateral cooperative approach).

28 Method for tracking per metric within a cooperative approach is the minimum requirement. However,

one method per cooperative approach is desifablEmplification.
2 0r fAauthorizedo, which implies authorization has taken
3 AAuUt hornflMO%i ars per t h graphls & plso anderstobd trelatego

authorization of ITMOs towards uses.
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(ii)

(i)

(iv)

Timing ofauthorizations

66. With respect tdiming of authorizatios, it would be helpful to consideand possibly
clarify, the sequencing of authorizations, particulamlyhe context of the IR. Clarifying that

a participating Party has to fifjsin/authorize a cquerative approach before it can authorize
ITMOs from that cooperative approach (or at the same time) is relevant to planning activities
by participating Parties and for the review of information.

67. A second issue related to timing is the granting of autatioiz towards use(s) in the
lifecycle of an ITMO It appears sufficientlgelf-evident that an authorization towards use(s)
has to be grantebefore, or at the time of, first transfer ensure that first transfer will be
identified correctly in relationot the ITMOs for the purposes of accounting, tracking,
reporting and review, including consistency checks.

Authorization of ITMOg$rom a cooperative approach

68. According to pargraphl, ITMOs are from a cooperative approach. Furthermore,
paragraph3 providesthat "Each Party participating in a cooperative approach that involves
the use of | TMOs (é) shal/l ensure that its
authorizati on, transfer and use of I TMOs i
interpretedto mean that ITMOs are linked to the cooperative appro#otwhich they are
authorized This is consistent with the various reporting paragraphs, such as 20 (a), 20 (b)
and23, where ITMOs are required to be reported by cooperative approackfdrbethere

is a link between the cooperative approach and the agdltioris of ITMOsin relation to

that cooperative approach. The following implications are worth considering:

(@) The authorization ofI TMOs need to provide a link tothe cooperative
approactit is from;

(b)  The cooperative approach to whidiMOs are authorized is a characteristic of
the ITMOs;

(c) ITMOs canonly be transferred totherparticipating Parties in the cooperative
approactrom which thelTMOs are.

69. In this contextmore than one cooperative appch may be based arsinglecrediting
standard oan offsettingscheme. Howeveeach ITMQis from justone cooperative approach

(as per paragraph .1Rarties that generate ITMOs have to make an irrevocable choice of the
cooperative approacto which the ITMO willbelongbefore authorising the ITMQRarties

that may wish to acquire ITMOs would have to join the cooperative apptioaithe ITMO

is associatedith. This is necessary to clearly establish the boundaries of cooperation, ensure
TACCC and prevent potential disputes between participating Parties in different cooperative
approaches on the basis of ITMOs that clumsndaries ofooperative approaches.

Scopeof authorization for ITMOs towards usg(s

70. With respect toscope of authorization for ITMOs towards use(sraraph 1(d)
stipulates that a MO has to be from an approach involving the international transfer of MOs
for use towards an NDC to be an ITMO. Tdame appears to be inferred by gaaah4(c),

which stipulates that each participating Party shall have arrangements in place for authorizing
the use of ITMOs towards achievemenanoNDC. This requirement could be interpreted to
mean that all MOs/ITMOd$ave to be authorized for NDC use. However, such interpretation
would not be aligned with pageapts 1(f) and 1(g) which stipulate that MOs can be
authorized for OIMP only. For the analysis in this papes @ssumedhat ITMOs can be
authorized for NI, for OIMP or for both NDC and OIMP.

parti

S C 0onNn:

71. Furtherinthisregard, payeaph20(b) requirei nf or mat i on on At he ot her i

mi tigation purpose authorized bygrapi2®&@.Partyo
For authorized A6.4ERs, payaph55 of the annex to decision 3/CMA.3 requife¢ é&he

mechanism registry to distinguish A6.4ERs that are authorized for use towards the
achievement of NDCs and/or for use for other international mitigation purposes pursuant to
chapter V.C above (Approvahd authorization), includingny specified use®r which the

31 This is aligned with the approach for authorized A6.4ERs as pegrpgna.(g).
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A6 . 4ERs ar e Spaeuctihfoi repperastdhess optional subset the OIMP and
appeas related to the requirement of pgraph20(b).It may be helpfultoclarithow @t he
O Mnay be tracketh order to be reporteain.

72.  See further discussion in sectibrD.6(c) below.

(v) Authorizing m@rticipating Partiesof ITMOs tovardsuse(s)

73.  With respect to the questionwhich participating Parties may authorize ITM @
obligation for coresponding adjustment accrues on the authorizing host Party (the
participating Party where the MO is generated) when first transfer is efféctduerefore,
authorization of MOs/ITMOs, including the respective authorized quan(diesunts) is

the firsttransferring (host) Parlys p r e and rgparting eblgationsgper pargraphs20,

23(d) and 23(j).

74. Furthermoreahost Party would need to ensure that its authorizati@bles link to
the authorized ITMO# a manner that avoigsssible cofusionin the context of tracking
ITMOs as authorizetbwards use(s).

(vi)  Format and method for authorizing ITMOs

75. The guidance is not specific tme format and method for authorizing ITMOs towards
use(s). Itis possible to envisage thatdhéhorizationof ITMOs could be grantethough a
dedicated document (evidence).

76. Other methods for documenting authorizations of ITMOs towards use(s) could also
be envisaged and may emerge with practice. A degree of standardization of the authorizations
across participating Parties and across cooperative approaches, including a voluntarily
adopted one, could benefit TACCC. Standardization could be sought in relation to the method
or/and the requisites of the authorizations.

77. Agreement on the minimumequisites (elements) of an authorization of ITMOs for
use(s)may be helpfufrom the outset to ensure that relevant information is commuricate
while formats to support usability and transparency are of less urgency. Possible requisites
may include(in order of importance)

(a) Date

(b)  Number of authorizatign

(c) Party

(d) Issuing authoritycontact informatiomndelements foauthentication
(e) Cooperative apmach from which MOs/ITMOs are authorized;

) Amount and details d10s/ITMOs authorizedowardsNDC;

(@) Amount anddetails ofMOs/ITMOsauthorizedowardsOIMP and authorized
entities(in a manner that enalsiénking the MOs/ITMOs to tracking information);

(h)  NDC implementation period;
0] Other aithorized entitiesincluding scope of authorizatipn

0] Special condition applicable to thauthorization, including permissible
changes, if envisaged;

(k)  Details related to the OIMP;
0] Link to apublic repository of the authorization;

(m) Details of the mitigation activity, includingbut not limited to
methodology/seot, type, crediting periodgndmonitoring

78. The mechanism has a sepaigiproval anduthorization proces¥he list above may
be extended to include elements for appro¥airticle 6, paragraph 4 activities

82 As per pargrapts 8(a), 9(a) and 10(a).
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79. The possible use afinique identifiers for authorizations is discussed section
11.D.6(c)Il.D.6(c) below, in relation to thEF. Unique identifiersof authorizations could
be assigned by the authorities of the participating Parties, resporisiblessung
authorization as per payaaph4(c), in a manner that makes them unicual traceabléor a
cooperative approach.

80. With regard taanissuing authorityfor transparency andalidation of authorization
purposesijt would be prudentif a participating Party designata national authont in
relation to paragraph 4 (c). Such an authority may assume all responsibilities in relation to
international reporting and revielwr Article 6.

(vii)  Authorized entities

81. Authorized entities are to be reported in tReas per pamgraph18(g) (authorized
entities for each cooperative approadh)annual informatioras per pamgraph20(b) (the
using authorized entity or entities, as soon a®wkn), and inRI as per pamgraph21(c)
(pertaining to authorizatiorend changes to authorizatioms)dasper paragyraphs23(d) and
23(j) (entities authorized to use MOs authorized for OIMP).

82. The question of what authorized entities are authorized sigmficant in the context

of tracking, reporting and review, including the consistency check as peraain@3(a).

Are entities authorized to engage in a cooperative approach in general or are they authorized
to handle specific ITMOs for specific use§arthermore, which participating Parties
authorize entities?

83. According toparagraph 23(d),a parti ci pating Party is require
guantity of mitigation outcomes authorized for use for other international mitigation purposes
andentities authorized to use s uimplyingrthat i gati on out
entities are authared specifically to use MOs authorized for Ol@&mesticallyby the host

Party. It is unclear if the link between authorized entity and the MOs authorized for OIMP

goes deeper to the I%vel of any fispecifico Ol MP.

84. With respect to paragraph 45, annex, dieci 3/CMA.3 other participating Parties
(that are not host Parties) may authorized public or private entitagsgoears that suather
participating Partiesnay authorizeentitiesto use authorized A6.4ERs towards OIMIP
would be helpful to clarifyif such other participating Parties have reporting obligations in
relation to paragraph 23(dpther aspect®.g.in relation to registry accountgening in the
mechanism registry, could be clarified by the Supervisory E8@)*.

85. The reporting of usinguthorized entities in the annual information as pergragph

20 (b) maybe challenging (particularly fatarge number of actions on ITMOSs) unless the
information on using authorized entities is tracked in the registries as per section VI.A
(Tracking).A simple optionwould be fora reporting Past to provide a link tahe public
information it maintains on authorizations.

86. Considerationin relation to the formaind method for authorizing entities is similar
to thosen relation toauthorizing ITMOs

(viii)  Changes to authorizations

87. Any changes to authorizatiorzse required to be reportess perpararaph21(c).
However the scope and timing of the possible changes are not defibexd,imvhich makes

it difficult to assess the impact of envisaged changes. Chémgeshorizationsif and when
permitted,may cover a wide range of caseth wide-ranging implicationssone of them
potentially significant in relation to all aspects of the guidance (accounting, tracking,
reporting and review). For exampleclange in the period @uthorizatio® or withdrawal

33 paragraph 20(b) requires reportingitsife OIMP authorizedby t he Party o

34 The Supervisory Body of th&rticle 6.4 mechanism

35 Forcomparison, extended provisions were necessary under the Kyoto Protocol to teggittem
CERsfor which the permittegheriod ofusecouldbe extended.
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of authorizatioff could impact on the value held by acquirirayticipating Parties and on
the design of the AEFeven if thechange occwbefore first transfe¢seesectionll.D).

(ix)  Further analysis

88. It is recommended thdtrther analyside conducted in the area of authorizations,
including in relation to:

(@) The scope of possible changes, as well as the way in which changes to
authorizations are to be reported for transparency. In the absence of guidance in this area, it
is not possible to dem templates and outlines that cover changes to authorizations in a
specific fashion. Therefore, the outlines and tables provided in this document accommodate
changes in a generic fashion and wiledto be reviewed ithe CMA provides guidance in
this aea;

(b)  Potential benefitsfrom authorizations to include minimum elements
(requisites), includingpenefits from commoformat(s) with a view toTACCC,;

(c) Methods for tracking authorizatiorte clarify how thebusinesscontrols in
relation t o edofdingctd thenaythodzatibnussogeuld lae enabledfor
exampleatheuse or cancellation accoulavel).

89. Parties maylsodraw on work by other stakeholders in relation to authorization.
90. Possible solutionsThe following are possible solutions in retatito authorization:

(@) A hostPartyauthorizes a cooperative approadseforeit authorizes ITMOs
from thecooperative approadbwards use(s)

(b)  An authorization of ITMOs towards use(s) has to be graméare, or at the
time of, first transfer

(c)  For authorization of TMOs towards use(sk clarification of the following is
requested

0] Themethodformat andminimum elements

(i)  Thescope of authorizatiofor entities®”

(i)  Possible changes
91. The SBSTA may wish to conduftirther analysisn the area of authorizations with
the view to providing further guidance in this regard, as necessary.

(e) First transfer

()  Specification of first transfer as per papaph2(b)

92. As per pargraph2(b), participating Parties are required to specify which ofethre

options is fAfirst transfero in relation to | TMOs
be tracked by the registries for accounting purposes and to fulfil the requirements of section

VI (Recording and tracking).

93. Inrelation to pargraph2(b), it isunderstoodhat the host participating Party provides
the specificationThis raises the question lebw the host Party is to specify this information
critical for the application of corresponding adjustmeRated is the question tfe level

of specification, i.e. in relation to each ITMO or at the cooperative approach level.

94. There are no provisions permitting communicating changes to specificktiisn.
assumed that the specification is permanent. Should changes be pospibte assesnent
would be required tensure the integrity of the transacsa@mnd trackingsystems.

36 For comparison, thelean development mechanis@{M) ExecutiveBoard adoptegrocedures to
regulate changes in the approval and authorization of activities in the CDM, including their
withdrawal.

37 In relation tothe mechanismctivity participantsclaification may be provided through the work of
the SB.
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(ii)

95. Specifying first transfer by the host Party at the level of cooperative approach offers
significant simplification. It would be a oraf statement that could be piided by the host
Party in its IR. Furthermore, the first transfer specificatitay have to be passed onto the
acquiring registry for ITMOs authorized for OIMPan ITMO is tracked between registries
External registry transfe¥sof such ITMOs could besfit from a simplified method for
tracking first transfers (further discussion seetionlll.H below).

96. Providing specification for each ITMO would be complex to track, including in
categorizing ITMOs (authorized for OIMP) as subject to correspondingtatgnt, because
potentially different events could be specified as first transfer for different ITMOs. If
provided for each ITMO, the first transfer specification would have to be tracked at the ITMO
level, similar to its authorized use. If Parties préfés approach, the specification could be
best provided as part of the authorizatiothafI TMO for a use(s). Tracking of first transfer
specification may be required as @MO attribute (characteristic) to enable reporting of
annual information (see filner discussion igectionll.D.6(b) below).3°

First transfer as an attribute to ITMO actions

97. From reporting perspectivehd first transfer specificationdefined by the first
transferringParty) s consi der ed a Acltion/fansacidn withtlTMO¥® but e O
As first transfer of ITMOs triggers corresponding adjustment for the first transfétarig,

the following issuesouldbe considered in the context of the need for further CMA guidance:

(@) When an ITMO is authorized for to OIMP and NDC, the action to be
considered as the first transfer may be ambiguous, as botijrgate2 (a) and 2 (b) are
relevant to the ITMO;

(b)  For an ITMO authorized for NDC only, first transfer would not occur if the
ITMO is used domestically (as peaiagraph2 (a)). An ITMO authorized for NDC and used
forthePart yds own ND @vemlrmitigaiom i glbblal emissibi@®MGE)
prior to its international transfer is to be reportedt there is no requirement for applying
corresponding adjustent for such ITMO at use/cancellation.

98. In relation to (a)the earlier possible actionthat is first transferwill trigger a
corresponding adjustment

99. The aurrent provisionslo not exclua the useof ITMOs authorized for use towards
NDC to be used by the authorizing Party towardsoitsm NDC but do notequire the
application ofcorresponding adjustmes{las per pargrapls 13 and 14in case of such direct
domestic use wheneo first (international)transferoccurs* If the host Party transfers and
re-acquires ITMOs it has authorized, corresponding adjustments shall be applied (as per
paragrapts 13 and 14).

100. The current provisions also do not exclude the cancellation of ITMOs authorized for
NDC only towards OMGE as per payaph39. If such ITMOs are cancelled domestically
without first transfer, no corresponding adjustments would apply.-dpmtication of
corresponding adjustment for such carat&ns towards OMGE would be accompanied by
retaining he MOs in the inventory of the host Party. This treatment would be inconsistent
with the cancellation of ITMOs authorized for OIMP towards OMGE for which
corresponding adjustment will be required.

101. For the analysis in this paper, itissumedhat if a hos Party authorizes and uses its
own ITMO towards NDC or OMGE, it will report the ITMOs from the point of autraiion
until their domestic use.

102. Possible solutionsThe following are possible solutions in relatiorfitst transfer:

38

40

41

External registry transfer is when informationam TMO for further tracking is paedfrom the

holding registry onto an acquiring registry.

A common definition of data attribute assinglevalue descriptor for a data point or data object.

Examples of actions on/transactions with ITMOs are authorization, issuance, acquisition, transfer, use
andcancellation.

The host Party uses its own ITMOs towards NDC without transfer aacgugsiton.
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(f)

)

20

(@) For ITMOs authorized ioOIMP, the host Party provides the specification of

first transfer at the level of the cooperative approach in its IR;

(b)  For ITMOs authorized for both NDC and OIMP, the first chronological event

that occurs as per paypaph?2 (b) is the first transfer;

(c) For ITMOs authorized for use towards NDC only, the definition of first

transfer is extended to include direct domestic cancellation towardsEDMG

(d)  For ITMOs authorized for use towards NDC only, the authorizing Rt
notcountsuchlTMOs towards itown NDC, if useddirectly (without international transfer

Actions and holdings of ITMOs

103. Authorization, transfer, acquisitianduse towards NDC and cancellation (voluntary
or not) are required to be reported in the annual information as per chapter IV.B (Annual

information). For the purpose of this paper, theseuaderstoocasi act i ons 0
that are requiredtobetrackedi t he Partyds registry ref

104. Another term for actionon ITMO &t r a n s aithiTMO nAdithorization could
also be regarded as a transaction asstgns/modifies ITMO attributés.g the authorized
use) In this paperfiactiordon ITMO andftransactiodwith ITMO are used interchangeably

105. Concerning transfers and acquisitiohscausdhe reportings at a Party levelit is

on I TMOs
erred to

understoodthat transfersand acquisitions are reported only when they are international

(between Parties)

106. Parties shall also report théioldings as perparagraph20 (a). The holdings are
understoodas | TMOs held in accounts (or on

account s)

registriego whichParties have access, as per geaph29). Holdings are balances at a given
point in time, derived on the basis of all ITMOs authorized and acquired lessdTMO
transferred, used, retired or cancelled. Holdings of ITMOs are reported annually and

therefore balances are reported as at 31 December of the respective year.

Sectors and activity types

107. Information on sector(s) and activity type(s) is a reporting requére for the annual

information as per pagaaph20. Information on the sector (used in singular) is a reporting

requirement for the annual information as per geaph23(j).

108. This raises the issugf whetherMOs/ITMOs could be attributed to only one or to
more than one sector or activity tyge MO may be generated as a consequence of a-cross
cutting activity or technology that affects several sectors and may even produce a negative
impact in one sector andpasitive impact in another, resulting in mitigation based on adding

the impact in both sectors.

109. Allocation to sectors/activity types maeedto be done at the time of MO/ITMO
creation through a suitable methodology. Alternative methods, includingcimagion of
MO/ITMO, may be available.

110. Activity type(s)appear taelateto the methodologysed in the generating actieis
The reporting of activity type(shay benefit from further clarification

111. For the purposes of this paper, iassumedhat:

(@) Coorerative approaches would implement methods for allocation of ITMOs to

a single sector for the requirements of gaaph23 (j);

(b)  Activity types refer to the type of mitigation activitgnd therefore the
information provided should describe the mitigatiotivéiy.

112. Allowing the allocation of ITMOSs to sectors and activity types to be determined at the
cooperative approach level has the advantage of resolving the issue at the expense of

comparability of information.

113. This issue is separate from but linked to ibsue of nhomenclature, discussed later

(see sectionl.B.5).



PA/A6.2/TP/1

(h)

(i)

(ii)

114. Possible solutionThe methodfor allocating ITMOs to sectors and activity types
may bereported as part of the cooperative approach design.

ITMOs in non-greenhouse gasetrics

115. Paragraphl (c) andparagrapt establish that ITMOs from a cooperative approach
may be measured and traded in fgpaenhouse gasn@n-GHG) metrics determined by the
participating Parties that are consistent with their NDCs. Information on th&HG
metricsused by a participating Party is required in the IR as pegmphl8 (c). Where a
MO is measured and first transferred in a4@HG metric, pargraph22 (d) require®Rl on
how the cooperative approach ensures that the method for converting tdH@metric
into tonnes of carbon dioxide equivalettCO; eg) is appropriate for the specific ndbHG
metric and the mitigation scenario in which it is applied. Furthermorananalemissions
balancé?is required in the RI as pparagrapt?23 (k) (i) for tCO, eq and for notGHGs.

116. It would be useful to examine if participating Parties haeemmon understanding
on the reporting requirements related to4@&HG metrics, including on their applicatidn
order to produce the required information.

Annual infomation in relation to nofGHG metrics

117. Pargraph20 (on annual information) does not require the quantities of ITMOs to be
reported in nofGHG metrics, where relevant. However, in order to perform additions and
subtractions as per pgm@ph9 and to produe the annual information as par pgnaph23
(k) (i), it is necessary to perform such operations in the respectiv&H@ metric(i.e. the
ITMOs and the indicatd? being adjusted have to be measured in the sam&hiih metric).

118. Therefore, it isassumedhat the ITMO metric must be specified when reporting
annual information, both in the AEF and in relation to the annual information as per
paragraph23 (as both include information on first transfers and uses).

Application of conversion methods

119. Paragraphl (c) states that ITMOs from a cooperative approach are measured in non
GHG metrics determined by the participating Parties that are consistent with their NDCs.
Further, pargraph9 refers to a cooperative approach involving ITMOs traded irGidG
metrics and includes the requirement for tracking the ITMOs in a metrexific registry
account as a basis for applying corresponding adjustments.

120. On the basis of these provisions, itisderstoodhat participating Parties may trade
ITMOs in the same neBHG metric. It appears that the guidance does not provide for
participating Parties to trade (first transfer and use) the same ITMO in more than oné&metric.

121. Paragraph22 (d) specifies that neBHG ITMOs are converted to t G@g when
measured and first traferred. As first transfer relates to corresponding adjustments, the
purpose of conversios the calculation of an emission balance.

122. Furthermore, pagraph22 (d) requires the cooperative approach to ensure that the
method for converting ne@HG quantities into t CPeq is appropriate for the mitigation
scenario, which would guarantee that M@ is well estimated in t C&eq independently of

the mitigationscenaridn which ittakes place

123. What is not explicitly stated baippears necessaig/that when participating Parties
trade ITMOs in a noiGHG metric, but have different mitigation scenarios (e.g. trading
ITMOs measured iimmegawatt howr (MWh) betweenparticipating Parties with different
electricity generation mix), the using participating Pdrégto (re)estimate the amount of

42
43

a4

Emissions balance is the adjusted value of emissions after application of corresponding adjustments.
Indicatorrefersto theindicator selected by a participating Party in accordance with the MPGs for
tracking progress towards the implementation and achievement of its NDC.

Conversion between neBHG metrics (in contrast to simple conversion from-@G metric to t

CO: eq and vice versapassignificant complexity in terms of assessing implications in the context of
specific mitigation scenarios. More so, conversion betweerGtd@ metrics couldllow for ITMOs
measured in t Ceq to be traded for use towards fBHG indicdors.
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ITMOs in the noRGHG metric based on the mitigated t £€ of the selling participating
Party This is necessary so that theing Partycould apply corresponding adjustments
equivalent to the same amount @O, eqasachieved by the host Pafyut inthenonGHG
equivalence appropriate to its domestic mitigation scenatim)s ensuring the overall
consistency oémissions balances across participating Pdfties.

(i)  Consistencyn the application of conversion method

124. For the purposes of TACC@aragraph 7 chapeawnce norGHG ITMO quantities

are converted into€0; eq, the t C@eq value should remain constaasfurther actions

may be performed on the ITMOs. This implies that the conversion methods should be
consistently applied throughout the NDC implementation period of the relevant participating
Parties.

()  Global warming potential of ITMOs

125. Participating Parties ay use different GWP values for their first ND&hich could

have arnimpact on the transparency and comparability of data related to ITMOs. Therefore,
it would be relevant for participating Parties to provide information on the GWP values used
in generatig ITMOs in their first NDC (implementation) period.

126. Addressing the issue of transparency in relation to GWP values used, and associated
comparability of information on ITMOs, in the context of cooperative approaches is
challenging. Further analysis woule Ibelevant to assess the significance of the potential
impact of use of different GWP values.

127. Considering the requirement for aligning the use of GWP values for NDC from the
second NDC implementation period onwards, enhancing transparency with regardge th

of GWP values for the first NDC implementation period may be sufficiently appropriate.
Such transparency could be delivered through the IRs or in relation to the submission of
annual information, the former option being simpler and straightforward.

128. Possible solution Provision of information on GWP values in relation to ITMOs
generated in the first NDC implementation period may be provided with th@rRa
voluntary basis)

() Annual basis

129. The provision of fi eequiremant of chapteo IV.BMariualon 0 i s a
information), pargraph20, and chapter IV.B (Regular information), pgraph23. Annual
information isunderstoodo be:

(@) Inrelation to a calendar year (frobnJanuaryo 31 Decembeér

(b) Reported on an annual basis (as pararaph 20) or biennialy (as per
parayraph23).

130. Annual information i sepemphbetlicegleadanmydéar el ati on t
when the actions take pladéthe reported year is YYYY, all actions that took place between

1 January¥YYY and 31 Deember YYYY should be includeidh the annual informatian

Annual information submittetdiennialy entails two sets of dat@ne setfor each of the

reported years in th@ennialperiod submitted together.

(k) ITMO time frame

131. Pargraphl? establishes time limit on performing a@ditions and subtractions for an
NDC implementation perioth relation tothe initiation of the review of the fir@TR that
contains information on the end year or end of the period of the ldfd&termined by the
CMA.

45 This will ensurehat the first transferring and using participating Parties will adjust their emissions
with the same t C&eqvalue, while their respective indicators may be adjusted with different
amounts of ITMOs in the neGHG metric, according teachdomestic mitigation scenarios.
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132. Considering that corresponding adjustments for the host Party are performed based
on first transfer (additions or subtractions depending on the ITMO m#tthg following
guestions arise:

(@) How to treat ITMOs that are not first transferred by the timé tifparagraph
127;

(b) How to treat ITMOs that are first transferred but not used or cancelled (i.e.
held)?

133. With respect to (a) above, the authorized MOs (including authorized A6.4ERSs) could
not be claimed without the risk of doubteunting once the timentiit of pargraphl12 is
reached for the host Party (because further additions or subtractehd vt be possible

for the NDC implementation period). Retaining such ITMOs in the system would create risks
for market participants that would need to be madag

134. A possible solutiorior MOs/ITMOs as per (a) aboweould beto fidowngradé them

by updatingtheir validity for uses(s) This may be particularly relevant to authorized
A6.4ERs considering that unauthorized A6.4ERs would not be subjatitte limit as per
the provisions of decision 3/CMA.&ther solutions could also be explored.

135. With regard to (b) above, ITMOs that have been first transferred by the time of the
limit as per pargraph12 will be subject to additions or subtractions (in accordancetingth
metric) and would not carry a risk of doudleunting (doubleclaiming). However, if such
adjusted ITMOs are authorized for NGe but are not used by the end of the NDC periods
of the participating Parties in the cooperative apprdattte objetive of their subsistenée

in the system becomes unclear. Such ITMOs beasepurposed for use towards OlldiPoe
canceledfor OMGE.

136. The questiommemains open as to theatment of ITMOs authorized for OIMP and
already adjusted for (by the host Party) at the time of the limit as pgraphd 2. Arguably,

such ITMOs would retain their quality and desirability for their purpose (OIMP). While there
is no risk of double @unting associated with such ITMOs, their validity for ongoing use
would have implications for the reporting of annual information. A straightforward approach
for dealing with such ITMOs has not been identifibereforefurther analysisnay beuseful

in this context.

137. It should be noted that the time limit set out in gaaphl2 is a date to be determined
by the CMA that isprior to the initiation of the review of the first BTtat contains
information on the end year or end of the period efNIDC. If the date to be determined by
the CMA is not sufficiently in advanaef the finalization and submissianf the first BTR
that contains information on the end year or end of the period of the, NfiCadditions
and/or subtractions for the NDC imptentation periocby the host Partynay not be
available until thesubsequenBTR*® to the ondhat contains information on the end year or
end of the period of the NDC

138. Possible solutionClarification on theéreatment of ITMOs in relation to the time limi
as set out in pagaaphl2, includingthroughfurther analysis

Nomenclature

139. Participating Parties, the secretariat, review experts and other stakeholders need a
common understanding of the various elements to be reported and reviewed and in relation
to the TACCC principles. The following is a n@xhaustive list of examples of terminology

that have animpact on multiple reports and on the infrastructure: annual information,
acquisition, cancellation, voluntary cancellation, transfer, holdamgsregistly accounts.

See pargrapls 8, 9 and 10.

As per pargraphs3(b), 9(b) and 10(b), ITMOs are adjusted according to theigeginichthey are
used therefore)]TMOs cannot be used towards NDC after the last year of the NDC period of the
using Party.

Continued presence.

Due to time lag in relation to vintagmsed accounting for corresponding adjustments.
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24

(a)

(b)

Furthermore, various lists of names are relevant to ITMO attributes. For example, sectors,
activity typesandinternational mitigation purpose.

140. To meet this need, the followingot mutually exclusive, options could be considered
in relation toreporting but with an application to the guidance in general (i.e. with application
to areas other than reporting):

(@) Providing instructions including pre-defined lists (for example a list for
possibleactiors with ITMOs or types ofinternational mitigation prpose, directly in the
tables and outlines on what is expected to be reported for a reporting element, to be adopted
together with the tables and outlines;

(b)  Producing a glossary of terms maintained by the secretariat;

(c) Keeping a nmenclature ofttooperative approachesectors,activity types,
such aghe United Nations Framework Convention on Climate Chafi$féFCCQ Clean
Development MechanisnCDM) or Intergovernmental Panel on Climate ChantRCC)
methodologies, by the secretri

(d) For activity typesthat may be specific to one Party or one cooperative
approach the CARP could provide a function to register activity type and receive a
standardied code for use in ITMO data structufese alssectionlll.G.4).

141. The option of poviding instructions directly in the tables and outlines improves their
usability, as the necessary information is directly available to users when they prepare a
report. It also offers more flexibility to Partieas the instructions would aim only at
improving the shared understanding with no strict normative function. This approach was
used in developing the proposed tables and outlines included in this paper.

142. Possible solutionsThe following are possible solutions in relation to nomenclature:

(@) Tables and outlineare agreedvith a minimum level of instructionghus
enabling reporting Parties to provide consistent and comparable information;

(b) Nomenclature is clarified, including the methods for maintaining
nomenclature and the role of the seciatar

Confidentiality

Party prerogative on identifying information as confidential

143. ThereportingParty may identify what information in its submission is confidential
(paragraph24) so that norconfidential informationis made public on th€ARP (pargraph

24 and pargraph36 (a)), including in relation to the consistency check performed by the
secretariat (paggaph33 (d))

144. The tables and outlines need to be designed and implemented in the reporting tools in
a manner that enables reporting Parties to ifyecdnfidential information. In addition, all
information systems and tools (including reporting tools) need to be designed to protect and
securely store confidential information.

145. Information identified by Parties as confidential will not be made puBbafidential
information will be made available to the secretariat for consistency check (as pgaphara

33 (a) and to theArticle 6 TERteam to conduct reviews. Both actors will be required to
handle confidential information according to guidance toabeeed by Parties (see also
sectionlll.G.4 for discussion on how processes and tools could be designed to handle
confidential information).

Common criteria for identifying information as confidential

146. In addition to the provisions for Parties to identififormation as confidential, there
are reporting areas wheagharmonized approach on the criteria for identifying information
as confidential may be beneficial. This would promote comparability and would simplify the
design of tables, outlines and repogtitools.
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147. With regard to thdR and the qualitative RI, certain information on authorized
entities could be regarded as sensitieay (their representatives and contact details, other
than postal address and registration number). With regard to authentigdnames, such
information has been public in the Kyoto Protocol and is commonplace for different carbon
offset standards and schemes.

148. No other information required in thR and the qualitativ®I appears to be sensitive
andinneedgbr ot ecti on, noting Partiesd prerogative to

149. With regard to thennual information as per paragraph 20, Parties may wish to
consider designating detailed information as confidential to protect the private nature of legal
arrangements artdansactions across cooperative approaches. While the level of granularity
of information in the AEF is not agreed, this patades the approadf low-level granular
informationcaptured in the AEI support of enhanced consistency checks and resolutio

of reconciliation issuessée further discussion in sectibhi.4).

150. Learning from the practice of the Kyoto Protocalstraightforward approach to
protecting confidential informationwould be to publishthe AEF with aggregated
information. Information on transactions and holdings in the Kyoto Proiscaported
aggregated in a standard electronic format. Detailed level transactions and holdings
information was available to the secretariat through the iatiermal transaction log (ITL),
including to identify and assist with the resolution of inconsistencies in data, but was not
made publié®

151. With regard to the annual information as per geaph23, most of the information is
aggregategdwith the exceptionof parayrapts 23 (d) and ().

152. Irrespective of any further guidance on confidentiality that may be adopted by the
CMA, participatingParties maypractice ahigher degree of transparency of information

the implementation ofheir cooperative approachélsan whatmay berequired by the
guidance

153. Discussions on the methods for identifying confidential information are included in
sectiors 11.C.5andll.D.9 below

154. Possible solutionsApproacheghat may be incorporated the reporting process in
relation to confidential information:

(a) Parties are enabled to identify confidential information through the reporting
tables and outlines, as appropriate (to be agreed as part of the reporting formats);

(b)  Quantitative annual infonation as per pagaaphs20 and 23 is published at
agreed aggregation level (to be agreed as part of the reporting formats);

(c) The secretariat is requestedrnioorporateagreedconfidentiality approaasin
the reporting toolsArticle 6 database and the GR).
Alignment in the reporting by participating Parties in the same cooperative approach

155. Parties involved in the same cooperative approach are required to report information
about:

(&) The cooperative approach itsélin the IR (pargrapts 18 (g) to 18 (i) ad
paragraph19) and in theRl (paragraph22)i for inclusion in the CARP;

(b)  ITMOs from that cooperative approach in the annual information gpaph
20) and theRl (parayraph23), for inclusion in theé\rticle 6 Database.

It should be noted that decision 3/CMP.1 AModalities a
mechanism as defined Article1 2 of the Kyoto Protocol 0o and decision 13
the accounting foassigned amounts underticle7, par agraph 4, of the Kyoto Proto
transactiorlevel information to be published. However, these requirements were not fulfilled by

Annex B Parties, citing domestic legislation on data protection as the drasithe practice of the

CDM registry was aligned accordingly.
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@)

(b)

26

156. In line with the TACCC principleghe information reported by Parties about the same
cooperative approach should be consistent.

Consistency in quantitative information

157. For quantitative information, fifconsiste
same amount is required to teported by two or more participating Parties. For example, in

the case of a transfer of ITMOs between participating Parties, the same (equal) quantitative
informationfor t CO, eq would be expected be reported by each participating Party.

158. Different mehods could be employed to assist participating Parties with providing
accurate, consistent and complete quantitative information. The following options are not
mutually exclusive

(@) Reliance on the consistency checks as pergpapa 33 (a) (expost, after
information is submitted);

(b)  Preventative controls (eante), enabling preonsistency checks to assist in
preparing reporting formats;

(c) Encouraging participating Parties to adopt reconciliation procedures
(including through their tracking arrangements) befaremitting information;

(d)  Prefilling annual information formats (AEF and for pgiraph23) on the basis
of previously submitted information.
Consistency in qualitative information

159. For qualitative information, in providing information from their respective
per spectives, reporting Partiesbd i nf ormat.i

nt o col

on per

arrangements does not need to be aligned with ot

satisfy TACCC €.g.reporting on pargraph18(i)(iii) is specific to a participatg Party).

160. Qualitative information pertaining to a cooperative approach, such as in relation to
sustainable development objectives as paragraph 18(i)(ii), could be expected to be
reported from the perspective of the reporting Party. In such case, woerdd be no
expectation for full alignment with other

161. Less clear is the situation with reporting requirements related to characteristics of the
cooperative approach. For example, information in relation taypgph18(h) of the IR and

the equivalent requirement as per pmaph 22(b) relate to the overall design of the
cooperative approachand it is unclear whethesuch informationcould be reported
differently by participating Parties from the perspective of theionati circumstances and
arrangementClarity on any need fomlignment of reported informatiomay be achieved
overtime as experience is gained through the reporting and review processes.

162. If qualitative information is expected to be aligned betwpear t i ci pati ng
reports to any extent, fconsistento coul d

partici

Partie
be int

nfree from contradictionbo. Di fferent met hods C Ol

Parties with aligning relevant informatiofhese same nethods may be used by a reporting
Party to ensure alignment withing the information it reports over.time

(@) Search functions on the CARP to enable Parties to easily identify information
from existing report@and copy/paste it to thairextreports;

(b)  Drop-down menusnd prefilling. This could be particularly helpful in ensuring
consistent use of cooperative approach identification across reporting tables and outlines.

163. Both methods involve reusing previously submitted information. For this to be
possible the information must be captured in a struaoemat from the outset. This has
implications for the reporting format for the qualitative information. Ideally, the qualitative
information would be collected through a template developed on the baaggeéd outlines.

A templatecould the structureof the outlines and be available foompleton offline or
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(a)

(b)

online. The templatevould enable capturing and storing thgbmitted information in the
CARPG&6s d adthat itmould bebusel, including in aline searches.

164. The applicability of the methods discussed would depend on the interest among
Parties to agree on structuring the information in the reporting formats and tools with the
view to reusing previously submitted information. A structured agagrdo reporting formats

is asimple, useiffriendly and coseffective method. It holds significant potential to enhance
the consistency, accuracy and completeness of information. Clarity on if and what
information should be aligned in the reporting byticgpating Parties would also be relevant.
This discussion is continued in sectidh€.2(c) andlIll.G.4 below.

165. Possible solutionsThe followingare possible solutions in relationdonsistency in
gualitative information;

(@) Use of methods to assist with alignmentgoflitative informationin the IR
and RIlwithin the reports of the same Party dredween participating Partiess appropriate

(b)  Agred reporting formatgnablingqualitative informatiorio be provide in the
structured manner

(c) Request the secretariat to design angdlement reporting toolwith built-in
methods that assist participagifParties with reproducing already submitted information
(prefilling in generating/preparing reports).

Reporting by participating Parties in the mechanismestablished byArticle 6,
paragraph 4

166. The reporting obligations of Parties participating in the meisia are discussed in
sectionll.B.1 above.

Level of reporting

167. There is a need to clarify if the mechanism is equivalent for reporting to a single
cooperative approach, or if each activity in the mechanism is equivalent for reporting to a
cooperative apparh because it is at that level (of the activity) that the host Party provides
approval and that other participating Parties provide authorization.

168. Reporting organized on activity levetay increag the number and frequenaf
IR/UIRs, duplicating activitydesign information submitted in the mechanism. Therefore, it
should be possible fgrarticipating Parties in the mechanismreport at the level of the
mechanismas well as on activity leveCertainaccommodations would be needed to assist
participatirg Parties with reporting information in relation to the mechanism that is not in
their control.

Initial report and the regular information

169. For host Parties in the mechanism, the majority of the IR requirements have
corresponding requirements in the annexdecision 3/CMA.3, pertaining either to the
participation of the Party in the mechanism (i.e. at Party level) or pertaining to the mechanism
activities (activity design, approval and authorization).

170. Some provisions in the annex to decision 3/CMA.3 apply to the host Party, in
particular in relation to the participation requirements in the mechanism, the contribution to
sustainable development, and the contribution to the implementation of the NDC, whereas
the requirements to report on these elemenpdyap all Parties in the annex to decision
2/CMA.3.

171. To assist Parties participating in the mechanism with their reporting requirements, the
following could be considered:

(@) The SB could prepare standard information for reporting requirements of the
IR and heRI and make it available to participating Parties in a suitable format. The standard

51 Information submitted in the form of PDF documents is not suitable for reuse.
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information may be reproduced by the reporting Party or simply referenced (if made publicly
available). The reporting Party may complement the standard informatinecessary;

(b) The reporting Party is able to pull a list of mechanism activities in which it
participates, distinguishing where it is host Party and where it is other participating Party,
and information on its authorizations from the mechanism informagistes.

172. Alternatively, the reportingarty could compile its own customized narrative for each
of the requirements.

173. Possible solutionThe SB to prepare standard information on the mechanism for use
by participating Parties in the mechanism in theporting under the guidance.

(c) Annual information

174. Authorized A6.4ERs are tracked in the mechanism registry. The mechanism registry
may support prefilling AEFs or provision of the information necessary for inclusion in the
AEF to eactlparticipating Party.

175. Paragraph20 (a) requires the reporting idfoluntary cancellation of MOs and ITMOs
towardsOMGEO .  draph6®(a), annex, decision 3/CMA.3 stipulates cancellation towards
OMGE of A6.4ERs, including those that are ITMOs (authorized4BRs). As those
cancellations are relevant to corresponding adjustments, the AEF should includg them.

176. Possible solutionThe AEF includs cancellation for OMGE in addition to voluntary
cancellation for OMGE as per pgraph20.

(d)  Use ofcertified emissionreductionsin the first NDC cycle

177. If Parties usecertified emission reductionCER9 towards achieving their first or
first updated NDC in accordance with pgraph75, annex, decision 3/CMA.3, the use will
be subject to corresponding adjustment. Thisrimation would be relevant to reporting as
per pargraph23. Currently, pamgraph23 does not envisage reporting on-g21 CERs
used towards NDCThis topic is a subject of a separate technical paper in relation to Article
6, paragrapd. However, duettits relevance to reportirigis mentioned here arfdrther in
sectionll.C.4(b) below.

178. Possible solution Reporting of use of pr@021 CERs towards first or first updated
NDC as per pagraph75, annex, decision 3/CMAI3 reflectedin the reporting famat for
paragraph23in a coordinaed mannewith the structured summary as part of the BTR

C. Tables and witlines for the initial report and the regular information

1. Content

179. In the UNFCCC practice, outlines are developed for reports contagmingarily
gualitative information. e outlinesfor reportingshould address all elements of chapter
IV.A (Initial report) and chapteM.C (Regular reporting) ahe annex talecision 2/CMA.3

180. The outlines may include example text to serve as an instnuctiParties in drafting
information, underscoring that any examples should not introduce further requirements.
However,agreeingupon suchexample textas part of the outlines maye premature and
difficult to achieve andhavesuggestd that targetedcapacity-building (training) material

could suitably fulfilthe purposeof supporting Parties with completing reporting formats

181. As reporting practice is built, example text could be elaborated at a later stage and
considered further for incorporation in thetlines if still relevant ancheeded

52 Cancellations of unauthorized A6.4ERs towards OMGE may be handled through the reporting
practice of the me@nism registry.
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@)

(b)

Structure and format

182. The outlines may usefully be organized in chapters and subchapters according to
reporting requirements, which is a common practice in UNFCCC reporting.

Organizing reporting elements in the outlnes

183. Several approaches to organizing the provision of qualitative information through an
outline are possible. The approaches could be combined:

(@) Capture in an allocated box (or similar) the information for the requirements
in each paragraph as per the valat reporting subchapter of the annex;

(b) Reporting requirements that have multiple elements or refer to other
requirements could be broken down by those elements (for example, paragraph 18 (a) refers
back to chapter Il (Participation), which has multipleneénts);

(c) Each box could bear a title as close as possible to the reporting requirement;
(d) Each boxcouldbe referenced to the underlying provision (paragraph).

184. Option (b) would promote completeness by facilitating the capture of all reporting
requirements, whout making it more difficult for the reporting Party. Not applicable (NA),
or similar symbol, could be used to denote-poovision of information (to make it clear the
entry is not omitted). Options (b), (c) and (d) are used in the proposed autlines

Format

185. The outlines could be made available to reporting Parties through a template via the
reporting tool interface (the submission portal of the CARFhe template could be very
simple and offer the benefits of capturing information in a structured manner. The template
could take the format of:

(@) A document with sections;

(b) Common tabular format (CTF), noting that tabular formats can include
narrative infomatior>*

(c) A combination of both (a) and (b), where (b) would be used for information
suitable for tabulation. Faxample, the requirements of pgraghs 18 (d) to 18 (e); 18 (g)
ithe expected mitigation f orinvehedanhdaytleoazedd and
entitieso may b &PGs EFRs tol ihfgrmatioa belevard tadicde. 6
reporting® have been suggested for use (see seclidgh8 and 11.C4 below).

186. Each of the above formats could tenvertedo aportabledocumen format(PDF

for publication. A template could be completed online or offline and be submitted through a
submission portal or via an email. A template coodddesigned to support supplemental
information.

187. The key advantage of a template is that it waiddture qualitative information in a
structured fashion, suitable fonachinereading andstorage as per the data model of the
CARP, and be available for reuse (through easy extraction) for later reports by any
participating Party in the same cooperatap@roach. Thus, a template could offer significant
benefitsby simplifying and reducing the reporting burden on Partiesaarnskecretariat and
theArticle 6 TERand is strongly recommended

53 The CARP, which includes tha&rticle 6 database, is proposed to be implemented with a submission
portal to manage communications and interactions with reporting Parties, similar to other reporting
tools supported by the secretariat. fother information sesectionG.4(iv).

54 This approach is used Article 13 MPGs reporting formats.

% For exampleparayraph64, annex, decision 18/CMA.1.
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Overlapping reporting requirements

188. Simplification opportunitiesdr reporting onoverlapping requiremerttamay arise in
one of the followingsee figure 2 below)

(@ WhenanlR/UIR is submitted with the BTR;
(b)  When theRlI in the BTR updates previously reported information.

Figure 2: Information from updated/initial report through reporting cycle

Regular

Initial Report Information

Party specific information
(Para. 18a-f)

Cooperative
approach(es) specific
information

(Para18 g —i)

Updated Initial
Report(s)

Further cooperative
approachies) specific
information

{Para18 g —i)

Updates to Party
specific information
from IRIUIR

(Para21a-21c)

Updates to cooperative
approach(es) specific
information from IR/UIR

(Para 21 ¢ and para 22)

Further regular
information
(Para2idand 21e)

189. Possible methods for addressing the issue include:

(@) Crossreferencingof previous submission/last update, including indication
that there is no change from the previous submission/last update. For exaamplR/WIR
is submitted withthe BTR, the repository of the information may be the IR/UIR with the
annex 4 of the BTR (for tharticle 6 regular information) croseferencing the IR/UIR;

(b)  Reproducing previously submitted information through:
0] Copypaste or
(i)  Automated prdilling® of a reporting template.

190. Crossreferencing may be sufficiently transparent in the contet@CARP public
interface, which is envisaged to maintain sections for each reporting Party, utilizing active
navigation links fomoving between submissions.

191. Structure and formaare further discussedoelow in relation toeach subchapter of
chapter IV (Reporting).
Initial report

192. For structuring of théR (as an alternative to no structuring), up to four sections have
been identifiedy Parties which were considered.

193. The proposed outline includes the following sections:
(&) Section A Participation responsibilities;

(b) Secton BDescription of t he
corresponding adjustmenend quantification of NDC

Partyds NDC,

30
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Overlapping requirements are those whereRhepdate information from the IR/UIR for example

para 21(b) overlaps with 18(b) and so on.

Prefilling a semiautomated prg@opulation of a reporting format (table or outline) with

data/information already available in the reporting tool that suppredtil ling of reporting formats.

The CARP (which also contairtise Article 6 database and international registry) could be built with
capabilities to prefill reporting formats on a demand basis to ease the reporting burden on Parties. It
should be noted that tmesponsibility for final checks and overall validation of the reporting format
content before submission would rest with the reporting Party.
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(c) Section C Information on each cooperative approach (one section per
cooperative approach).

194. The proposed approach of grouping similar reporting elements aims to improve
readability and usediriendliness. In addition, the outline incorporates simple tables,
including:

(@)  Forthe requirement of pageaphl18(b) on information in relation to payaph
64 of the annex to decision 18/ CMA.1, the table
Partyds national |y dArtcle4 oftherParid Agceenmentrinicllding i on under
updatesodo from the Appendi x to &fomavoluntaty of deci si o
basis);

(b)  Table for authorized entities, listing the entity names, country of incorporation
and national/incorporation identifications numbers (assuming that a participating Party may
issue authorization to foreign entity).

195. Following fromthe analysis in sectidhB.4, reportingon severaadditional elements
in sections B and @vould appear tde helpful The additional elements, except for the
information onfirst transfer andnethods for tracking ITMOs;ould provideflexibility to
Partes that may wish to provide such information on a voluntary basis€ elementare
identified as optional in the outlines).

196. The reporting Partyould also begiven the possibility to include annex(eg)for
instanceto include the list of project awgities for Parties participating in the mechanism or
any other relevant information they deem necessary. Supplementing information through an
annex would simplify the template and improve consistency and comparability of reports.

197. The outline for the UIR sduld follow the outline of the IR for the relevant section on
Al nformation regarding each cooperative approachf¢

198. The proposed outline for tHR is contained irAnnex |of this paper.

Regular information

199. In general terms, thRl includes qualitative inforiation (pargraphs21 and 22) and
guantitative information (pagaiaph23). The type of information indicates the need for
different reporting formats (outlines for the qualitative and tables for the quantitative).

200. The qualitative informationistobesubmie d as Annex 4 Al nformation i
the Party's participation i n &0hepuanmttativd ve approac
information is to be submitted to tiAgticle 6 database. For the requirements of geaph

23(j), the guidance specifidisat this information should be submitted as part of the Annex 4

to the BTR. According to this, three reporting formats are proposed:

(&) Annex 4 to the BTR outline for pageaphs?1 and 22;
(b)  CTF for pararaph23 without pargraph23 (j);
(c)  CTF for pararaph23 (j), for inclusion in Annex 4 to the BTR.

Paragraphs21 and 22

201. The proposed outline for Annex 4 to the BTR Rirfollows the approach for the |R
with relevant issues outlined below. It includes the following sections:

(@) Section A.lnformation in relation to participation in cooperative approaches;

(b) Section B Information on each cooperative approach (one section per
cooperative approach).

58 See Annex IV to decision 5/CMA.3.
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(i) Updates to the information provided in the initial repastperparagraph21(b)

202. There isanoverlap in the reporting requirements of the IR/UIR and the qualitRtive
which is the vehicle for keeping information from the IR/UIRtagate. Any of the methods
as persection I1.C.2(cabovecould be adopted and made available.

(i)  Information on authodationsas perparagraph21(c)

203. Pargraph2 1 (¢) requires the reporting Party to prov
and information on its authorization(s) of use of ITMOs towards achievement of NDC and
authorizati on Thsinformadion odldbe pravidddtitaughdocuments,

with descriptive and/or quantitative informationthrough references to public information

The extent of overlap with the requirements of gemphs20 and 23could benefit from

clarification

204. With regard to reportingn changes to earlier authorizations, the scope of changes
may be clarifiedsee also sectiolh.B.4(d)).

205. The proposed outline for Annex 4 to the BTR for the qualitaRemirrors the
language of the requirements from the tétits contained irAnnex Il of this paper.

(b) Paragraph 23 without paragraph 23(j)

() Common tabular format for annual information as per gaegph 23 without pargraph
23(j)
206. Pargraph 23 requiresannualinformation reportecbiennially, i.e. the actions on
ITMOs that took place from 1 January to 31 December should be provided for each year in
the BTR period. The required information is quantitative in natar® be submitted to the
Article 6 database and is to be included in the structured summeaomred pursua to
paragraph 77(d) of the annex to decision 18/CMdsIpart of the BTR (further referred to
as structured summar$p) The information as per pageaph23 reports the corresponding
adjustments as applied by the reporting Partywaitidoe checked for cosistency with the
AEF as per the requirements of pgnaph33(a).

207. The agreed formats fAiTabl e J4Anneditodecsionur ed summar
5/CMA.3 (where the information for pageaph23 will be included) is an appropriate basis

for the develpment of a reporting format for papaph23, except forthe information as per

paragraph23(j), for which aseparatéormatand repositor§fareenvisage in the guidance.

(i)  Implications from vintagédased accounting

208. Although the annuahformation as per pagaaph23 includes all actions that have
taken place in the reported year, due to the vimkdgese accounting for first transfer, the

first transfers (occurring in the reported year) of ITMOs with vintages older than the reported
year would have to be presented and calculated with the corresponding adjustments for the
corresponding vintage year. In other words, when@seer than the reported y@asintages

are first transferred in the reported year, the Party would be requinpdate the information
submitted for the previous (vintage) years in the NDC implementation period as per the
chapeau of pagaaph23, in order to recalculate the corresponding adjustments for the vintage
years.

209. The proposedpproachis that theCTF for paragraph23 (without paragraph 2§))
includes previous yeargbefore thereportedyeas but within the NDC implementation
period to reflect vintages of the ITMQsansacted in the reported yed&ecalculation of the
corresponding adjustments for prewsoyears as relevantwill happen directlyin the
structured summarycluded inthe BTR.

%% See decisions 18/CMA.1 and 5/CMA.3.
60 The repository for this informiamn is understood to be the CARP.
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210. Corrections in relation to previoygars (before the BTR period and within the NDC
implementation periodyouldbe submitted through rsubmission of CTFs for the previous
years.

(i) Implicationsof multiple indicators

211. The purposef the information as per payjaph23 (which feeds into thersictured
summary ofArticle 13) is to produceadjusted indicatorand anemission balancdor
comparisonwith the reportingP ar t y 6 fargeté Bn@ emission trajectories 4s per
pararaph?).

212. Fortransparencythe corresponding adjustments and relatedrtempelements (the

net annual quantity of ITMOs calculated as the difference between first transfers and uses
towards NDC) should be reported for each indicator (in-@btG metrics) and for the
emission balance (in t G&q). Therefore, it is proposed thiie requirements related to
indicatorsbe reproduced for each indicator (a separate row allocated per indicator). This
would enable the reader to understand the calculations.

(iv) Paragraph23 (d)

213. It would be helpful to clarify thgranularityin which Partieswill report on pargraph

23 (d).The structured summary éirticle 13! includes a single line to cover pgraph23

(d,with no space to capture granular informati on
amount o may be understood as an asegOthegat ed val ue
or international mitigation purposa even lower level). The capture of a lidtentities with

each amount will make the entry and reading more complex.

214. The singleline approach is retained for the CTF for gaeph23. One options for
providing information would be to provide a link ¥here it is publicly availableShould
granula informationbe needed, a possible solution is to supplement the line fogzgia
23 (d) with a supporting CTF. See a proposal in the selitior(c) on reporting format for
paragraph23 (j) below.

(v) Paragraph23 (h)

215. Pargraph 23 (h) requires e cumuléive information in respect of the annual
information referred to in paragraph #&3, as applicableAlthough the proposed CTF for
pargraph23 is for annualized data, the line for information as pergrapn23 (h) would
have to be a cumulative value asthe end of the reportggar, summing up alprevious
years of the NDC periodnd the reported year. See example irBkeel version of the CTF
for pargraph23in AnnexIV of this paper.

(vi)  Use of CERs towards first or first updated NDC

216. Pargraph23 does not clarify how corresponding adjustments in relation to the
potential use of CERs towards first or first updated NDC in accordance wittyraphd5,
annex, decision 3/CMA.3, would be applied. For the purposes of TACCC, the application of
correspnding adjustments for the use of GBRould require a resolution, including at the
level of the CTF for pagraph23 and with corresponding implications for the structured
summary as part of the BTR. This issue is a subject of a separate technicakpzgretha
SBSTA 56 conclusions on item $8Concrete proposals could be developed, once Parties
are able to consider the isslseof CERs isnotaccommodateth the proposed tables and
outlines included in this paper

(vii)  Other considerations

217. Aswith any eporting format, it should be possible to offer prefilling of the CTF for
paragraph23 on the basis of the records in #heicle 6 database, the international registry

61 See table 4 of annex Il to decision 5/CMA.3.

62 See SBSTA 56 conclusion on item ARBules, modalities and procedures for the mechanism
established byrticle 6, paragraph 4, of the Paris Agreement and referred to in decision 3/GMA.3
available athttps://unfccc.int/event/sbs&b#eg25.
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and the CARP (which contatheabovetwo systems). Information relevant to the piifg

of the CTF for pargraph23 would also be available in the mechanism registry and in the
enhancd transparency framework (ETF) reporting tools (information in relation to national
inventories).

218. To the extenthatParties wish to utilize prefilling akporting formatsthe secretariat

may be requested texplore possibilities for pulling together information from the CARP,

the ETF reporting tools and the mechanism registry database to provide comprehensive
prefilling of reporting formats.

219. A proposedCTF for paragraph23 is contained ilannex|V of this paper. In addition,
a table with example entries is providedeixcel format (referenced in the same annex).

Paragraph 23(j)

220. Pargraph23 (j) requiresanadditionallevel of detailin relation to the infomation for
pararapls 23 (ee) in a separate reporting format to be included in the annex referred to in
pargraph 22 of the guidanceThe reference to paragrap®3 (ce) appears to refer to
pargraph23 (c), 23 (d) and 23 (e).

221. One of theequired details for the information asperpgmaph2 3 (j ) is fAsectoro
in singular), implying that a given ITMO is attributed to a single sector. This is in contrast to

the annual information in the AE®here it is required that annual informatioeprovided

in relation to sector(s). For the reporting forfatparagrapt23(j), aliteral interpretatiomf

t he wor duggestehat iTMO guantities will be allocated to a single sector (which

may be achieved through allocation/estimation dcrgiies per sector). See discussion in
sectionll.B.4(g) above.

222. Asthe information required as per pgrraph23 (j) is mostly in relation to quantitative
information and is suitable for tabulation, the proposed format is a CTF. For the purposes of
this paer, a CTF for pagraph23 (j) in relation to pargraph23 (d) is also included, with
some modifications, but it may be dropped if not required or further modified to possibly
cater for pargraph23 (d).

223. Pargraph23 (j) requires the information to be tine annex referred to in pamph
22.This information will not be submitted to tiAeticle 6 database.

224. Dependingon the aggregation levéthat may be agrea for the AEF,the CTFs for
paragrapt23() in relation toparagraph23(c)and23(e)may be generated from the AEHF
the AEF is agreed at a lower granularity level as propdsed

225. Corrections in relation to previous years (before the BTR period and within the NDC
implementation periodyouldbe submitted through t&ubmission of CTFs fahe previous
years.

226. Proposed CTF for pagaaph23 (j) is contained il\nnex 1V of this paperln addition,
a table with example entries is providedeixcel format (referenced in the same annex).
Confidential information

227. lIssuesrelated to confidentiahformation are discussed $ectionll.B.6 above.

228. With regard to enabling Parties to identify confidential information that is not to be
published, any of the following methods may be adopted:

(@) Templates for the outlines and CTFs contain spefi#ids for confidential
information;

(b)  Outlines and CTFs are submitted in two versions, where one of the versions
contains only nortonfidential information;

(c) A variant of (a) and (b) is to provide for a separate annex to each outline or
CTF for Parties to samit confidential information.

63
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The issue of use of fAsecacttor@s)in ipmrmagragprha@B 23 )( h)s
sectionll.B.4(g).
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Option (a) could not be implemented for rstnuctured submissions (PDF§)ption (c) is
proposed

229. Possible solutionsThe following are possible solutions in relation to thkles and
outlines

(@) The proposed tables and outlineslf®rand Rlincluded in Annex | and Annex
I,

(b)  The proposed CTF fgparagraph23 without paragraph 23 (j) and proposed
CTF for paragraph 23 (jhcluded in Annex IV

(c)  Providing for theapplication of corresponding adjustments on the basis of use
of CERs towards first or first updated NDE a coordinaéd mannemwith the structured
summary as part of the BTR

(d) Corrections in relation to previous yeéogfore the BTR period and within the
NDC implementation period) can be submitted througisutemission of CTFs for the
previous years;

(e) Tothe extenthatParties wish to utilize prefilling of reporting formats, request
the secretariat to explore possiigis for pulling together information from the CARP, the
ETF reporting tools and the mechanism registry database to provide comprehensive prefilling
of reporting formats to interested Parties;

()] Identification of confidential information through dedicatedannex to each
table and outline.

Agreed electronic format

Content

230. The information to be includkin the AEF is provided in pagaaph 20. The
information is tracked in registries as per chapter VI.A (Tracking) and is to be piande
anannual basis (foa calendar year) by 15 April of the subsequent year, for recording in the
Article 6 database. The AEF is the main reporting vehicle for quantitative information on
ITMOs and is an input to the consistency checks on ITMO data between participating
(trading) Parties as per pgraph33(a). The annual information in the AEF is closelkdid

to the annual information as per pgraph23, the latter submitteldiennialy with the BTR.
Considerable part of the annual information as pergraph23 is an aggregated view of the
annual information submitted in the AEF.

231. The guidance as per pgraph20 leaves scope for interpretation. A thoroaghlysis

of the content of the AEF, considering links to other reporting elements, has resulted in
identifying minimum additional elements for inclusion in the AEF apdcificapproaches

for capturing ad presenting the information. Those are discussed below.

Structure and format

232. According to pargraph20 (a), the information to be reported can be divided into two
categories: actions on ITMQand holdings of ITMOs. The two categories are essentially
different sets of information, the first being the operations performed on ITMOs, also actions
or transactions, over a period of tinthe secondeingthe balances of ITMOs at a given
point in time.

233. Pargraph20 does not require actions to be reported acogrtti the dates on when
they occuf* This isbased ontheassumptiorthat the attributes of IMTOs and authorizations
remain stable. As no datelated information is requirdd the guidancgit can be assumed
that the information on holdings is required at the end of the reporting period (the
respective calendar year).

64

It is assumed thalate/time informatiomn transactionwill be trackedin theregistrieseven when not
reportable.
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234. Combining the actions and holdings in a single table appears impraascahch
reported action wouldequire arecalculaibn ofthe holdings. Furthermore, as no chronology

of the actbns could be established in the absence of information on dates, such combination
may be confusingA suitableoption for structuring the AEF is to organize the data in two
tables:

(@) CTF for actions (transactions) with ITMOs;

(b)  CTF for holdings at the end o&eh calendar (reported) year.

ITMO attributes

235. A key assumptionfor the construction of the AEF is that ITMO characteristics
(attributes)areimmutable The AEF is not chronological in natG¥déut captures all actions

for a reporting period. IEhanges to attributes are permissif@ay.to authorizations)the

AEF would needto be extended to capture additional information, such as date of action.
This would be required to perform the consistency check as pegraph®3(a).

Granularity

236. Pargraph20(b) requires data elements to be reported in relation to the information
required as per pageaph20(a). As such, the elements pdragraph20(b) establish the
highest possible aggregation of the information as pemgpgra20(a). However, ifs not
clearif granular @ aggregated information on ITMOs should be presented. Both possibilities
are available:

(@) Reflecting operations processed on ITMOs in the registries;

(b) Reflect aggregated operations on ITMOs in the registries at the maximum
aggregéon level as per pagraph20(b).

237. Both options are valid. The difference between the two options lies mainly in the
consistency checks that can be performed and the usefulness of the information from the
consistency checks to the Parties in case incemsigs are detected.

238. ltisimportant to note that neither the level of granularity nor the consistency checks
could in themselves guarantee the avoidance of dauthieting. The avoidance of double
counting rests primarily with the registries that traak timderlying MOs/ITMOs, including

ITMO exchanges between registries (where applicable) and the application of corresponding
adjustments according fwaragraph 7The methods through which registries achieve the
avoidance of doubleountingand the minimunstandards they need to meet are discussed in
sectionlll.E below.

239. With regard to the consistency checks that could be performed according to the level
of aggregation of data, the following may be considered:

(@) For disaggregated informatidn actions are repted at the registry record
level, allowing for detailed consistency checks to easily identify matching entries between
two participating Parties and to pinpoint errors that may be identified. This could assist
Parties with reviewing their records and relyiag any inconsistencies quickly;

(b)  For aggregated informatidnif inconsistencies are identified, more than two
Parties in a cooperative approach may be forced to review all actions that have occurred to
resolve inconsistelies potentially complicatingand making more effofihtensive, the
process of inconsistency resolution.

240. The approachtaken in developing the CTFs for the AEIS the provision of
disaggregatethformation considering that this can be a good starfinmt if aggregation

is to bepursied. Aggregated versions of the CTFs are also included in the proposed AEF but
as a method of protecting sensitive (confidential) information for publishing.

65
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5.  Common lists of values

241. Pargraph20(b) requires reporting ITMOs by sector(s) and activity typd{swever,
the guidanceloes not providelarity about how sectors or types are definedhow those
lists are maintained. Relevant issues are highlighteddtionll.B.5 above.

6. Actions with ITMOs

242. This section includes considerations related tdfitdds in the CTF for actions with
ITMOs.

(@) Cooperative approach

243. It is assumedhat tracking and reporting of ITMOs is in relation to a cooperative
approach andhat ITMOs can be exchanged between the participating Parties to the
cooperative approach. As dissed in the section on reporting elemei8.4(a), a
cooperative approach should be identifiable, tracked and recorded consistently for the
duration of the NDC implementation period of the reporting Party.

244. Data in the proposed AEF is organized accardim a cooperative approach. The

identification ofacooperative approaétwould be determined by the participating Party that
first submits an IR/UIR for the cooperative approakite field for the cooperative approach

may contain the name of the coopema approach or annique identifieror both.

(b) ITMOs details

245. This section should be read in conjunction with sedtid4.

()  Uniqueidentifiers for ITMOs

246. A key consideration in the construction of the AEF is the utilizatiorurgfiue

identifiers The mention ofinique identifierat the end of paggaph2 0 (b) #A(é) and uni qu
identifierso | eaves onmedentfierare relateditdphrasbeemt i on what t
suggested that the usewfdique identifiersn parayraph20(b) is not necessarily in relation

to ITMOs but to each of the reportatdiements as per papaph20(a).

247. What is worth noting is the value added by the afsgnique identifiersTheunique
identifiers permit the unique identification aratcuratetracking of data elementich as
ITMO amounts, buélsoauthorizationstransations(transfer, acquisition, use, cancellation)
accountsand so onUnique identifiersare a widely used methddr organiing datg and
their application in databases is ubiquitous.

248. Methods for tracking ITMOareoutlined in sectiorl.B.4(b) aboveanddiscussed in
sectionlll.D. 1 below. For ease of reference, the methods are reproduced here:

(@) Serialzed units;

(b)  Uniquely identifiable accounting amounts (UIAAS);
(c)  Balanceonly accounting amounts (BOAAS);

(d) Balance in a highetier accounts (BHTA).

249. Two of those methods (a) and ) i involve the assignment afique identifierso
ITMOs by the registries that track thelmat are uniquéor the cooperative approach within
which ITMOs are tracke#l.

66 A cooperative approach could be identified though a nameinigae identifier See section
II.B.4(a).

67 Cooperative approaches that may utilizediting standards withnexisting legacy system (such as
registries) may adopt approaches to securing the uniquenesisoé identifiersvithin the
cooperative approadtfor exampleby attributing (supplementing) thenique identifierof the
trackingregistry to thaunique identifierof an ITMO. Such approaches could be accommodated in the
AEF, if envisaged.
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250. The AEF contains four columns féhes ect i on i | hisNsQlesigri2a to . T
accommodate different methodbtracking ITMOs (units or UIAAS), noting the following
in relation to the intended use of those columns:

(@ Al D/ Fiisteske usedXar:

0] Theunique identifielof an ITMO tracked as an individual amount &certain
quantity in the respective metric;

(i)  The firstunique identifierof a blocks of serialized units;

(b) fALast | DO i s t o uriqgee idergifeedn thie dlock.fiNbte | a st
applicable (NAD would be indicated for ITMOs tracked as individual anmtsun

(co AFirst semandal number o
(d fALast seri al number 0.

251. First/Last serial numberare supplemental informatiaonly for ITMOs tracked as
serialized unit@nd isintended to capture the serial number of the firstthetast ITMO in
the block from within thefull ITMO unique identifiers without imposing rules on
constructing the ITMQunique identifier$®

252. Becausemore than ondracking methodmay be adopted for ITMOg¢between
cooperative approacheflexibility atthe AEF level to accommodatee diversity of ITMOs
should be pursuedhe proposed AEF designed t@chieve this aimi-or reporting ITMOs
trackedas BOAAs(discussed in sectiofil.D.1(c) below), the method associated with the
highestdataconsistencyisk, supplemental informatioipcluding on a voluntary basis, may
be acepted inrelation tothe AEFE For exampleif a BOAA is created annually for all
domestic uses towards OIM#&isaggregatedupplementainformationrelatedto individual
MOs may be provided by the reporting Party

253. Forreporting of ITMOs as UIAAs, the possible split of UIAAs (discussed in section
111.D.1(b) below) would require separate entries in the AleFthe resulting split amounts
under a dedi cat e dplidalictheiUbAAs metiopfer tratkihg KMOs is
permitted, the AEF will be modified to accommodate for the split action.

254. Forreporting of ITMOs a8HTAs (discussed in sectidil.D.1(d) below) theunique
identifiersof theunderlying tracking instrumesitnay be provided in lie¢of ITMO unique
identifiers If the BHTAs method for tracking ITMOs is permitted, the AEF will be modified
to accommodate for an indication that the reported unique identifiers relate to inglerly
tracking instruments.

255. Nortinclusion of ITMOunique identifiersn the AEF corresponds to aggregation of
information on the actions and holdingfsSlITMOs with the corresponding limitations on the
consistency check and the potential resolution of inconsistencies. This is discussaim
[1.D.4 above whereit is also recognized that disaggregated information and consistency
checks are, in themsals, not strong enough methods to guarantee TACCC. However,
reporting disaggregated information on the basismdue identifierdor key data elements
(e.g. ITMOs, authorizations, possibly actions) could significantly increase the contribution
of the inernational reporting procegewards TACCC, owing to the traceability of the
ITMOs to the source registry.

(i)  Metric and quantity

256. Metrics and quantities are not explicitly required in geaph20. However, they are
needed to accommodate the reporting of ITMOs measured i¥Ghigh metrics as per

8 A fiblocko of serialized units i s -cedtogpsohereept used in the
that track offsets as units. The block igraup of sequentially serialized units that are tracked
together until divided.
69 This is intended to improve the readability of information. For example, in a block of diitDe
identifiersthat is CO20232345N0 - 02023234MNO0O, the numbes 12345and12347correspond to
the serial numbers to be included in the columns forlfisttserial number.
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(iif)

(€)

(d)

()
(i)

paragraph 1 (c) and to reconcile (check for consistency) the information in the AEF with the
information required by pagaaph23 for ITMOs measured inom-GHG metrics.

Sector(s) and activity type(s)

257. Sector(s) and activity type(s) are required as additional information when reporting
on ITMOs as per pagraph20 (b) and pamgraph23 (j). This poses the question bbw
ITMOs are allocated to a sector(s)amtivity type(s).Seealsosectionll.B.4(qg).

258. Concerningsectors the guidance does not specify how these are defined. There are
several possibilities, of which the following two were considered:

(@) 2006 IPCC sectorial separation in the "2006 IPCC Guidelioe®National
Greenhouse Gas Inventories" (four sectdts);

(b)  According to the sectorial scope of the CDM (15 sect@rs).

259. Other options may be available such as reference to indicRtorthe proposed AEF,
thePCC guictline option was incorporated.

260. Foractvity typesthe optionof specifyingthemitigation type is useth the proposed
AEF. Foradiscussion on nomenclature (list of valyessesectionll.B.5.

Authorization

261. Pargraph20 requires information on authorization towards use(s). The three possible
options are NDC, OIMPand NDC and OIMP. Any specific uses as per gaxph55, annex,
decision 3/CMA.3 are not considered for the AEF.

262. Authorization is an action (also a transac)’?> on ITMOs and should be included in

the AEF either at the time the authorized ITMO is created for tracking in the registry of the
reporting Party or at the time a MO tracked in the registry is authorized. Authorized ITMOs
(including before any othexctions being performed on them) become holdings.

263. ldentification d authorization®f ITMOs towards use(s) (through the useuafque
identifierg would facilitate the traceabilityo the underlyingVlOs/ITMOs The reporting of
authorizationunique identifers could be considered ithe light of a tradeoff with the
provision of ITMO unique identifiersin assisting with verification of reported ITMO
guantities Authorization is discussed in sectitrB.4(d) above.

First transfer definition
264. First transfer diénition is an element necessary to identify actions that are first
transfers. First transfer is discussedéaationll.B.4(e) above.

Actions

Actions

265. Actions (transactions) are the elements included ingpaph 20(a) i transfer,
acquisition, cancellatim voluntary cancellation, voluntary cancellation towards OMGE, use
towards NDCs. Retirement as per gaeph63, annex, decision 3/CMA.3 is also included.

70

71

72

Energy; Industrial Processes and Product (BBU), Agriculture, Forestry an@ther Land Use
(AFOLU); and Waste.

Energy industries (renewable/noenewable sources); Energy distribution; Energy demand;
Manufacturing industrig Chemical industry; Construction; Transport; Mining/Mineral production;
Metal production; Fugitive emissions from fuels (solid, oil and gas); Fugitive emissions from
production and consumption of halocarbons and sulphur hexafluoride; Solvents usehafielbtey
and disposal; Afforestation and reforestation; and Agriculture

Authorizationis regarded as a transaction because it assigns/modifies ITMO atfrilaitbe
authorized use.
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(ii)

(iii)

(iv)

Levy of share of proceeds for adaptation

266. Paragraph 58 of the annex to decision 3/CMA.3 requires first transiqresfcent of

the issued A6.4ERs to an account held by the Adaptation Fund (AF) as a mandatory
contribution for assisting developing country Parties that are particularly vulneoatiie t
adverse effects of climate change to meet the cost of adaptation.

267. The AF account is therefore a spegakpose account, enabling the Trustee to the AF
to monetize the A6.4ERs. This AF account
transfers fronmthe AF would not fall under the reporting of participating Pafiast need to

be recorded in thérticle 6 database to ensure the completeness of data. The following
approaches were considered:

does n

@ I ncluding the AF in the 1list of val ues f ol
acquisitions from/tahe AF account to be identified;

() I'ncluding ATransfer to the Adaptation Func
Adaptation Funda in the list of actions

268. Option (b) isused for the proposed CTF for action, as it is considered to better reflect
the nature of the action

269. ltis considered that only transfers to and from the AF account for authorized A6.4ERs
(ITMOs) would be reporte@ransfersof any unauthorized A6.4ER&ould not be reported
in the AEF)

Cancellation

270. Cancellation is used in the guidance withdifterentiation In the case of voluntary
cancellation, a distinction is made between voluntary cancellation towards OMGE and
voluntary cancellation in general. Likése, it is expected that cancellations would also need
differentiation for tracking purposes. Types of cancellations that may be envisaged in
addition to use for OIMP and cancellations towards OMGE are cancellations for reversal in
removals (if relevantules are agreed) or administrative cancellatiang.or corrective
actions or imf rleilfag d ome mov dile naf | TMOs fr o

271. For the proposed CTF for actions, actd.i
to use towards OMIP.

272. i@ncel | at i o, whichis mandatbhGds per paraph69, annex, decision
3/CMA.3, is also included to capture the cancellation of authorized A6.4ERs.

273. Further cancellation types may be included, as necessary.

External use or cancellation

274. According toparagraph2(b), it appears that first transfer may occur in the registry of
another participating Partwhich is not the host Party, when an ITMO is internationally
acquired.

275. With the view to TACCC, the following should be considered:

(@) The host Party shodlreport all first transfers that relate to it in the context of
application of corresponding adjustments (@kse sectionl.B.1 abovg;

(b) A participating Party should report cancellation or use that is first transfer for
ITMOs acquired through an intermatal transfer.

276. Thus, cancellation or use that is first transfer after international transfer would be
reported by the host Party and by the participating Party that performs the action. The
consistency check would be designed to reconcile such inforntagioreen the host Party

and the other participating Party, without identifying duplications.

40

73 Host Parties will report the transfers to the AF account.
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v)

(vi)

(vii)

(viii)

(ix)

Unique identifiers for actions on ITMOs

277. Unique identifiersfor actions/transactions on ITMOs could be a supplement to or a
substitution for the reporting afniqueidentifiers for ITMOs. Reporting the transaction
unique identifieraunder similar conditions as for ITMOnique identifierqi.e. uniqueness
within a cooperative approach, including in conjunction with a tracking registry) could play
a role in enhancing the consistency check and potential for fast resolution of any potential
inconsistencies.

Transfers and acquisitions

278. With repect to transfers and acquisitiotsinterpret the informationnambiguously,
it is necessaryto specify who is the transferringarticipatingParty and who is the acquiring
participatingParty.

The other international mitigation purpose

279. Pargraph20(b)r equi res i nformation on Athe other inte
authorized by the PartyographgOa.el ati on t o the el eme

280. As per pargraphl(f), there is no requirement for authorization of ITMOs towards a
subset of OIMPThis raises thguestion ofhow such information is tracked and towards
which elements it is supposed to be reported. For example, is it reported in relation to all
actions or only towards uses/cancellations when the OIMP is realized

281. For the proposed AEF, a separatelcu mn A Ol MPO is included in tt
AAct iHomseov er , pl acement i n rlelondiderednacdordingi Aut hor i z af
to the clarification of the issues discussed in sedti&w(d) above.

Using participating Party or authorized entity entities

282. Pargraph20(b) requiresreportingo f theflising participating Party or authorized
entity or ent it i e.sGivenahatthere is no reqsirement to iawghorizen o wn 0
entitiesin relation toa specificuse(s), the proposed AEF includes this information in relation

to: "Cancellation”, "Voluntary cancellation”, "Voluntary cancellation towards OMGE", "Use

towards NDC", "External use or cancellation”, or "Retirement"”

First transfer

283. For the AEF, frst transér is understood to be an indicator (or a flag) if an action is a

first transfer or not, as per pgraph2 . Yedi is required if the action constitutes a "first

transfer". For ITMOs authorized for NDC and OIMP, the “first transfer” is the etrlie

occurring action that meets the criteria for a first transférn t to be confused with
transfer definitiond el ement.

Holdings of ITMOs

284. The CTF for holdings of ITMOs presents the holdings of ITMOs as at the last day of
the reported year. The CTF for holdings is the CTF for actions without the section on
AActi onso (i .sevencolmrs bfehe €TF fohaetioris)a s t

285. Considerationdn relation to the CTF on actions apply to the relevant sections
(columns) of the CTF on holdings.

AEF from the administrator of the mechanism registry

286. Transactions with authorized A6.4ERs from the AF account are not associated with
any participating Partgseesectionll.d.6(e)above). For completeness of information and to
enable the consistency chetthe administrator of themechanisniegistryshould be required

to produce an AEF to record tlansactionsvith authorized A6.4ER&to and from the AF
account into theArticle 6 database. As suctihe AEF would relate to a specific account (AF

74

Pargraph37 is not understood to includekimd contributions to the AF through its account with the
mechanism registry.
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10.

accountputit should not be made publitlts submission should align with the submission
of AEFs by participating Parties.

287. Another special case is the mechaniggistry cancellation and use accounts. While
participating Parties would report their cancellations and use actions, cancellation and use
accounts may be shared at the mechanism registry level. Therefore, the holdings in such
cancellation/use accounts yhe usefully included in the AEF of the administrator of the
mechanism registry to enhance the consistency check as pgrapa3 (a).

288. In addition to the AEF by the mechanism registry administradtrproposed thahe
full set of mechanism registdata related tauthorizedA6.4ERs and A6.4ERisvolved in
share of proceeds for adaptation and cancellations for Ob&@tade available to tharticle
6 databaséo support the consistency check as pergrarh33 (a).See discussion isection
II.LE.6(e).

289. If relevant, similar considerations may be applied in relation to the international
registry once its functions are clarified.

Confidential information

290. Issuesrelated to confidential information are discusseddantionll.B.6 above.

291. With regad to enabling Parties to identify confidential informatievhichis not to
be published, the following methods maydmmsidered

(@) Common approach for all participating Parties, whereby anlgggregated
AEF (aggregated CTF for actions and aggregated fGTRoldings) is published;

(b) Parties are enalddo identify confidential information on a lidey-line basis
or on an individual cell/field basis ferdisaggregated AEF;

(c) AEF to be submitted in two versions, where one of the versions contains only
non-confidential information;

(d) A variant of (c) is to provide for a separate annex to the AEF CTFs for Parties
to submit confidential information.

292. The time lag in submitting annual information (once per year, 105 days after the end
of the year) brings into questiotihe use of disaggregated information to the public.
Furthermore, a common rule has the benefit of uniform treatment at the level of the guidance
(across cooperative approaches). Therefore, publishing aggregated AEFs is considered the
suitable approach. Thwould be consistent with the d&cto practice®¥ under the Kyoto
Protocol and various voluntary standards that align with domestic legislation on data
protection.

Proposed AEF

293. A proposed AEF is included idnnex Il (aggregated and disaggregated).ddition,
tables, with example entries, are providetktel format (referenced in the same annex).

294. Possible solutionsThe following are possible solutions in relation to the AEF
(@) TheproposedAEF included inAnnex lI;

(b)  The administrator of thenechanism registry to submit a defined AEF with data
not captured by Partiesd AEFs;
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In the Kyoto Protocol practice, the CDM registry administrator produces and submits, to the
administrator of the internationahtisaction log, a standard electronic format which is not a public
document.

Decision 3/CMP.1 AModalities and procedures for a cl ea
Article 12 of the Kyoto Protocol 0 angdfassigned si on 13/ CMP.
amounts wunder Article 7, paragr apdevellinforrmtiont he Kyoto Pro

to be published. However, these requirements were not fulfilled by Annex B Parties, citing domestic
legislation on data protection as theibaand the practice of the CDM registry was aligned
accordingly.
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(c)  Publishing of aggregated AEFs.

Submission process

295. This section discusses the submission proceshédR, annual information angl.
Discussioris also includean how to correct previously submitted information, including in
response to issues identified by the consistency check.

Submission timeline

296. The information required as per chapter IV (Reporting) is summarized in figure
above Assumptiams in relation to the submission timeline are discusseddtionll.B.3.

297. Figure 3 is an illustrative example of a submission timeline for reporting. The years
are the years in an NDC implementation period for a reporting Party. The illustration is not
representative of the first NDC implementation period, noting that most Parties would not be
able to submitan IR before the third year of the their NDC implementation period due to
ongoing elaboration of elements related to implementation of reporting.

298. It appearghatanIR should besubmitted prior taeportingITMOs in anAEF (or at

the same time). A UIR appears to be required with the BTR. It is unclear if a participating
Party that may wish to submit a UIR ahead of its next BTR is able to do so (Ulhd in
example may have to sbmittedwith BTR 1). Annual information as per pgraph20 is
submitted through an AEF by 15 April for the previous y&dris submitted as an annex 4

to the BTR which covers two reporting years. The BTR is submitted acogtd the MPGs

for Article 13.

Figure 3: Example of a timeline for reports by a participating Party

2023 2024 2025 2026 2027 2028

— |

i BTR1 | BTR 2 BTR 3

v21v22 | ¥23-Y24 Y25-Y26

AEF 1* AEF 2 AEF 3 AEF 5
Y23 Y24 ‘ Y25 | Y27

*AEF 1 maycome in more than one set, ifer year2023 andany previous yearas relevant.

Initial report and updated initial report

299. An IR is submitted prior toreporting ITMOs in an AEF and through annual
information as part of the BTR, or at the same timensurehe legitimacy of information
submitted to thérticle 6 database. See discussion on IR/SlRmission timeline isection
[1.B.3 above.

300. Although there is no specific mention of how the IR will be submittedt6 what

reporting tool), anyJIRs will be included in the CARP as per pguaphl19. Boththe IR and

UIR will be made available on theARP as per pagraph24. Therefore, it is understood

that | Rs are submitted o the CARPO&s submission j

301. For information submitted with the BTR, the submission will come through the
Article 13 reporting toolsThe IR/UIR is not relevant toArticle 13 reporting and it is
understood that if those are submitted at the time of the BTR #rtioge 13 reporting tool,

the IR/UIR will be submitted directly to the submission portal of the CARP.

77 See discussion on the CARP functionalitieséationlll.G.
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302. Figure 4 illustrates the process flow the IR/UIR. A Party may initiate creation at
any time, including before authorizatiari a cooperative approachfter publication the
reports will be subject to review as per chapter V (Review).

Figure 4: Initial report and updated initial report process flow

Initial report process flow

. Party Secretariat
B
= 2
Sgi
§ 5 Authorization of . " Initial r.eport_
= 85 acooperative | — | Imitialreport | f Initialreport | ___ | non-confidential
S é approach creation submission information
E°s publication
= E
CARP
Updated initial report process flow
. Party Secretariat

Authorization of U - .
. pdated initial Updated initial report
a further Updated initial report non-confidential
cooperative report b port information
approach creation* submission publication

Initialization

implementation period

For each further cooperative approsch

CARP

3. Agreed electronic format

303. According to pargraph20,anAEF is due no later than 15 Apnitith information on
the preceding calendar yedor recording in théArticle 6 databaseFor transparency, it
should be noted that an AEF may be due in an empty stateguftinorizedTMO wascreated
in the r eport and/grotiemctiny vitls ITMCs havestakenyplader the
reported yeaafter the IR/UIR

304. Itis unclear if UIR may be submitted as a stahahe document, as an alternative to
submission with the BTR (sexctionll.B.3). A linkedissueis the question ofwhetherthe

AEF may include information for any further cooperative approach(es) before the UIR for
the further cooperative approach(es) is submitteghdears practical and desirable to permit

the AEF to precede the UIR for a given cooperative approach. The sooner after authorization
of a cooperative approach a Party includes the cooperative approach in its AEF, the higher
the likelihoodthatall participating Partie8relevant information for the cooperative approach

will be covered in the same AEF cycle.

305. However, the following two issuesay requireconsideration

(&) Ifafurther cooperative approach is included in an AEF by a participating Party
before thdJIR for that further cooperative approach, there should be a step in the submission
of an AEF indicating that the reporting Party is about to sulariltR with its next BTR;

(b) The identification of the cooperative approa@ohild be handled in relation to
the first participating Party that submits information on the cooperative apptbashgh
either tle IR or the UIR. Other patrticipating Parties would have to ensheg¢they identify
the cooperative approach correctly in their submissions.

306. Both issues agd be managed through the reporting practice, not requiring CMA
guidance. It should be noted that if other issaéfect the understanding of an AEF
submission before relevant information may be submitted with a UIR, a process step in the
AEF submission ould accommodate for the reporting Party to provide clarifying
information.

307. The pocess flow for the submission of the AEF is included in relation to the
consistency check as per paitaph33 (a) elaborated below sectionll.E.7.
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Regular information

308. RI as per chapter IV.C (Regular informatiois) an overarching term faseveral
reporting elements submitted with the BTR

(@) Updates to already submitted qualitative information, with certain
supplemental elements (pgraphs22 (d) and (e)), submitted as annex 4 to the BTR;

(b)  Annual quantitative information as per paraph23 without pargraph23 (j),
submittedbiennialy to theArticle 6 database and included to the structured summary of the
BTR;

(c)  Annual quantitative informatn submittecbiennialy as per pargraph23 (j),
together with annex 4 to the BTR.

309. Figure 5 illustrates the elements of and the process floRIfdkfter publication the
reporing elements (reportsyill be subject to review as per chapter V (Review).

Figure 5 Regular information process flow

Regular information process flow
. Party Secretariat

Annex 4 to BTR Annex 4 non-

for qualitative | — Annex 4 —_— Annex 4 — confidential

information creation submission information
publication

Para 23 Para 23 non-

except for | — Para 23 . Para 23 — | confidential

; creation submission informatien
para 23 (j) publication

Submitted with BTR
Every two years in the NDC implementation period

. Para 23 (j) non-
. Para 23
Para 23 (j) Para 23 (f) . Submissigi\ - confidential
with Annex 4| — creation ith A a information
with Annex publication

CARP Ab Database

310. The annual information as per pgraph23 has a clear repositoiythe Article 6
database. The other two elements will be submitted as an Annex 4 to the BTR. The
submission of Annex 4 to the BTR could be manatigdugh the ETF reporting tool for
BTRs but the information would have to be published on the CA&®dr only on the
CARPor on the CARP and othe ETF platform where the BTR will be published). Further
implications from the links between the two repugtprocesses (fokrticle 6 and forArticle

13) are discussdthmediatelybelow.

Reporting requirements and information flows across reports

311. The relations between the reporting requirements of chapter IV (Reporting) have
already been discussed. TReéasper pargraphs21 and 22 primarily updates previously
submitted information. The annual information in the AEF is mostly summarized in the
annual information as per pgraph23. These relations are presented in figure 6.
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@)

(b)

Figure 6. Information flows across reports

Initial Report

Party specific
information

Annual Information
AEF

Actions

{Para 18a 1) Para 20

Cooperative
approach(es) specific Holdings
information

(Para 18.g-i) FEml

312. The submission ofArticle 6 information with the BTR requires integrated and
streamlined management betweeticle 6 andArticle 13 to ensuréhatthe reporting burden
on Parties and the secretaiaminimizedandto ensuee transparency of public information

Regular Information
as annex 4 to BTR and CTF for para 23

Party specific Cooperative approach(es)

information information

Para 21 (a) — 21 (e} Para 22

e inronnanes Annual information

Para 23 except para 23 (j) Para 23 (i)

urther cooperative approach(es)
Updated initial specific information

EeciCl (Fara 18 g - i}

CARP A6 Database

in relation to eackrticle. Possible options for streamlining submissions include:

(@)
(b)

313. The systems in support of eaglticle i the CARP, which includes tharticle 6
database (foArticle 6) and he ETF reporting tools (foArticle 13) 1 are not explicitly
required to operate in an integrated manner. Although the secretariat strives to design
information systems in an integrated manner, managing reporting Actictss may benefit

from explicit QVIA guidance. In this connectioRartiesmaywish to consider requestirilge
secretariat to explore opportunities fetreamliningsubmissions betweeArticle 6 and

Article 13 and to consult Partiésor exampleby making test versions of proposed solnto

Integrated submissions portal farticle 6 andArticle 13;

Submission of Annex 4 of the BTR, the proposed CTFs forgpaph23 and
for parayraph23 (j) directly to the submission portal of the CARP (while the rest of the BTR
is submitted to the ETF submission portal).

availableto Parties for feedback.

Consistency check

Requirements for consistency check

314. In relation to the operation of therticle 6 database, pagsaph 33 requires the

secretariat to:

@)

(b)

Check the consistency of information submitted by a participating Party to the
Article 6 databaswvith the requirements of #guidance and across the participating Parties
in a cooperative approach (consistency check)

Notify participating Party(ies) ofrgy inconsistencies identified within own

data and with relevant information provided by other participating Parties;

(©

Partyods

Provide to theArticle 6 TER the information relevant to the participating
appr oacab (elevant, incudidg thet h e r

cooperative

consistency check results;

(d)

Publish norconfidential information on the consistency check on the CARP.

315. Pargraph33(a) defines the consistency check.

Objective

316. The objective of the consistency check is to detecbver time, repating
inconsistencies evident through tAeticle 6 database data set atwdassist Parties with

parti
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timely resolution of such inconsistencieBhe consistency check is constrained by the
availability of data in thérticle 6 database.

317. The consistency checks@lts are input to the review as phapter V (Review) and
non-confidential information in relation to consistency checks will be made public.

(c) Scope

318. With regard toscope the consistency check will compare annual information by a
participating Party foan NDC implementation period against any of the following:

(@) Current (latest) AEF data by the reporting Party and relevant current AEF data
by the participating Parties (in the same cooperative approach(es));

(b)  Historical AEF data by the reporting Party ankvant historical AEF data by
the participating Parties;

(c)  Current (latest) annual information as per paaph23 by the reporting Party
and the participating Parti egaph2¥; el evant annual i

(d)  Historical annual information as per pgraph23 by the reporting Party and
the participating Partiesd relgrap2Bt historical ar

319. The consistency cheslasapplied todata on ITMOseported as per paragraph 20
(AEF) assesesconsistencyoetweerthe data on ITMOsf Partiesparticipating in the same
cooperative approadmnd within the records dhe reporting PartyThe consistency chesk
as applied to data on ITMOs reported as per paragraj &8internal consistency check
for the data repoed bya Party.

320. Outsidethe scopeof the consistency check are the annual information submitted for
paragraph23 (j) and the structured summaay part of th&TR.

(d) Method

321. An effective and efficient consistency check could be performed through an
automated lgorithm applied on the relevant information in tAeticle 6 database. The
algorithm would be developed based the detailed requirements analysis as part of the
Article 6 database development, further discussesgationlll.H below.

322. Akeyconsideration is that automated consistency check results may return null values

if the corresponding Partiesd data is not avail a
checks have not been performed and there is no guarantee that the submittediamfasma

complete and coherent. Null values would be eliminated when thesefatalevant to the

scope of a given consistency check is complete inAttiele 6 database (i.e. the annual

information as per pagaaph<20 and 23 of all participating Partigsa cooperative approach,

including all historic submissions for the relevant NDC implementation period, is submitted).

(e) A6.4ERs data

323. The mechanisnregistry is expected to maintain all information on A6.4ERs up to
date in real time and in line with staté-art data security standartfs.

324. To enhance the consistency check, including thecpeek (seefigure in section
II.E.6(f)), the secretariat, abeé mechanisis registry administrator and the administrator of

the CARP, could make arrangements for the use of the full set of the mechanism registry data
related to authorized A6.4ER8d A6.4ERs involved in share of proceeds for adaptation and

in cancelations for OMGE Further analysis of the optimal method could be made in the
context of infrastructure development.

(f)  Pre-check process flow fotthe consistency check

325. To facilitate the submission process and promote TACCC, informal submissions of
annual inbrmation (AEF and CTF for pageaphs23 without pargraph23 (j)) could be pre
checked on request by a reporting Party, noting any constraints in relationdgailability

8 The operations of the mechanism registry are subject to a separate technical paper.
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)

of relevant data from other participating Parties in the cooperative approaufifes)Party
requestingthepre heck or in relation to any gaps
depicts how the preheck could be implemented.

Figure 7: Pre-check process flow for consistency checks

Process flow for pre-checking annual information (data)
Prior to April 15%" for AEF or BTR for para 23

. Party Secretariat
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Party re-sends
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| Party is
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v
Party sends . N N
AEF/para 23 Secretariat runs Pre-check inconsistencies Party submits
. to
data for pre. | —— | pre-checkfor | —— | results provide| — Mo
checlf’ consistency to the Party AEF/para 23
. Party data
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Party changes data?

(either due o remedying
inc or

e
found? No found

consistent

CARP A6 Database

326. As mentioned, prehecks would be voluntar They would be informal, and the pre

check results would only be communicated (informally) to the requesting reporting Party.

Should any inconsistencies with the information of other participating Phgstected in
the precheck, it would be the rpsnsibility of the requesting preheck reporting Party to
liaise with such other participating Partiés.

Consistency check process flow

327. Formal submissiofi$of annual information (as per pgraphs20 and 23) will be
recorded in thérticle 6 databaseand nonconfidential information will be published on the
CARP. Submissions of annual information will undemyoonsistency check against data
available from other formal submissions. Late submissions will undergosistency check
as soon as possibleigure 8 depictshe proposed process flow farconsistency check.

48

7 Only consistency check results e communicated to other affected participating Parties as per
paragraph33 (b).

80 fFormab f or a submission is used i nsubnhissieswiichnt e xt

could underg@re-checkng of annual information
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(h)

Figure 8: Consistency check process flow

Process flow for consistency checks
April 15 for AEF and BTR submission for para. 23
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328. If any inconsistencies are found, a notification with the consistency check relults
be sent within an agreed period (dige working day$ to the reporting Party, with copy of
the notification to any other impacted participating Parties.

329. Participating Parties may cooperate in rectifying inconsisteraigsof the impacted
participating Parties, including the reporting Party, may resulbrit information as soon
as available.

330. A consistency check will be run upon each resubmission. A timeline may be
considered, during which inconsistencies are to be resolved, before consistency check results,
including negative results (i.e. no inconsisiescfound) are published. The timeline may
consider the type of submission (AEF@FF forparayraph23).

331. The CARP will maintainfor each reporting Party, the latest submitted AEF and CTF
for pargraph23 for a given reporting period.

Resubmission of annal information in relation to paragraph 23

332. A challenge in relation to resubmission of annual information as pegnagte23, in

order to rectify inconsistencies, is that such resubmission may lead to inconsistencies with
the structured summary as partioé BTR (which is nowvithin thescopeof the consistency
check).

333. Resubmissions of such information may be held in a provisional status, with
appropriate communication to tieticle 6 TER until the reporting Party in question could
submit its next BTR wth updated information. Further analysis in this context would be
appropriate.

334. It should be noted that annual information as pergraph23 (of whicha significant

part is based on the AEF) could be expected to be submitted with a considerable tone lag t
the AEF for the same reported year (as it comes with each BTR rather tianAlpyil of

the following year as is the caseith the AEF). This provides sufficient time for
inconsistencies identified through the AEFs to be resolved by the time of thal annu
information for pargraph23 is submittedthusleading toa low level of inconsistencies in
annual information as per paraph238:

81

Annex BParties to the Kyoto Protocol have consistently resolved inconsistencies in relation to the
standard electronic format, so that no inconsistencies have been forwarded to the technical expert
review to date.
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(i) Communication and publication of consistency check results

() Resolution timérame

335. It is expected that about three to four months after 15 April would be required to
resolve most identified inconsistencies from the AEFs. Asctitesistency check results
would not be submitted to thirticle 6 TER until the relevant BTR annual informatios
submitted (for paragraph 23)an even longer timeframe for resolution could be
accommodated.

336. Any inconsistencies in relation to the CTF for gaegoh23 would haveashorter time
frame for resolution. Howeveg lower incidence of inconsistencies mhg expected in
comparison to the AEFs, owing to the fact that geaph23 aggregates information from
AEFs,that would normally beubmitted more than a year before gaaph23 is submitted
with the BTR. Sinceannual information as per paraph23 would be submitted to the
Article 6 TERwithin threeweeks after submissidat the minimum)reporting Parties should
makeeveryeffort to carefully precheck the CTF for pagaaph23.

(i)  Notification of consistency check results

337. Reporting Parties will be officily notified of inconsistencies identified through the
consistency check. Other participating Partlest maybe affected by inconsistencies will
also be notified. The exact tinfeame for the notification is to be determined. However,
several rounds of seibmissions for corrections should be possible to accommodate before
the finalization of the consistency check.

(iii)  Publication of results of the inconsistency check

338. Non-confidential informatiof? for the consistency check results will be published on
the CARP in relation to each reporting Party. Th#&hould include the number of
inconsistencies found and the number of Parties involved. The information would be updated
as inconsistencieareresolved through further submissions, always maintaining the latest
information on inconsistencies on the CARP.

7. Freezing resubmissions

339. Resubmission of annual information, to rectify inconsistencies, could remain open
after initial submission, except for during tieticle 6 TER period (desk or centralized
review, as applicdb).

340. Resubmission of any other information as geapter IV (Reporting) could remain
open after initial submissigexcept for during thérticle 6 TERperiod (desk or centralized
review, as applicable).

8. Managing complexity over time

341. The consistency chedk a potentially complex matter (with complexity increasing
with the volume of actions with ITMOs, number of cooperative approaemestrading
Parties and registries). Furthermore, there is a significant novelty in the operations of the
Article 6 databae in the absence of a thiparty validator, a role played by the ITL in the
Kyoto Protocol regimé3

342. Over time, @perience gained in the process would inform ongoing improvements and
anyneeds for further guidance by the CMA.

82 |f AEF contains confidential data, polhecksagainst such confidential data may reveahierefore
the results cannot be published.

8 The ITL implemented real time transactsoralidation in the Kyoto Protocol registry systems
ensuring the consistency of data in the system.
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Interim process for the submission of initial reports

343. As theimplementationof the Article 6 submission portal would require time, an
interim process for the submissionlBs would be necessary.

344. IRs could be emailedo the secretariat for publication on a dedicated webpage.
Confidential information must be considered prior to publication, in line with any further
guidance in relation to confidential information that the CMA may adopt.

345. Similar interim arrangements mdpe put in place for the submission of the AEF,
whereby the secretariat stores the AEF data in a manner permitting migration of the AEF data
to theArticle 6 database, when the latter becomes operational.

346. Possible solutionsThe following are possible sdians in relation to the submission
process

(@) The secretariat is requested to develop and mairgaidelines for the
submission process, including consistency cheakd reporbn progressn annual repog
to the CMA as peparagraph 36(c);

(b)  Explore oppatunities for streamliningsubmissions betweeArticle 6 and
Article 13 and consult Partigsfor example by making test versions of proposed solutions
availableto Parties for feedback;

(c) Explore the use of mechanism registry data in the context of théestanty
check;

(d)  Consider implications of resubmissions of annual information as pegrpata
23 for the information in the structured summary, as part of the BTR, with the view to
elaborating the reporting process.

Recommendations relating to infrastructure, including
guidance for registries, the international registry, theArticle
6 database ad the centralized accounting and reporting
platform

Principles

347. The key guiding principles for this sectiane
(& TACCC;

(b)  Support for traceability through proper tracking and reporting in order to
avoiddoublecounting;

(c) Interest of stakeholderdncluding enabling accountingtrading review,
maximizing participation;

(d)  Design principlesincludingrobust transparentaccessiblesecureoperations
including preventing unauthorized access;

(e) Efficiency and coseffectivenessincludingfunctionalityin response to needs;
) Flexibility throughavoiding prescriptive approaches;

(@) Continuous improvement.
Terminology
348. Terminology is defined in this section to reflect the meaning of terms used in this
technical paper. These terms and definitions are rootdteimords and their meanings as

used in United Nations Framework Convention on Climate Change (UNFCCC) negotiations
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and technical work of the UNFCCC bodies and the secretariat on Kyoto Protocol and Paris
Agreement systems. Some terms, acronyms and defigitmay differ from the ones
commonly used in computer science and financial accounting.

349. Serialised unitor simplyunit®is a record held in a registry database and representing
minimal, indivisible unit of accounting of MOs. Units have unique identifieeg include

certain metadata pertaining to the mitigation outcome, such as the country and the year of
origin, and the serial number of the unit in a unit range. Units in Kyoto systems and major
voluntary market offset schemes represent at CO2 eq emss@duced or removed. Non
greenhouse gas (ndbHG) units are also allowed unde&rticle 6.

350. Balanceonly accounting amount(BOAA) is a record held in a registry database and
representing an amount of MOs. BOAAs do not hawéque identifiersand may be
transferred between Parties to a cooperative approach. Due to the lack of unique identifiers,
BOAAs may not be accounted for record by record, which narrows the choice of methods of
assuring consistency to less precise bookkeeping ledger methods, introchutsigtency

and reconciliation risks.

351. Uniquely identifiable accounting amount (UIAA) is a record held in a registry
database and representing an amount of MOs. UIAAs hawéigae identifierand may be
transferred between Parties to a cooperative apprmagihole only. To enable partial
transfers, an exchange operation would be required for UIAAs whereby one UIAA is
transformed into two UIAAs whose total amount of MO is equivalent to the amount of MO
in the original UIAA.

352. Balance in a highertire account (BHTA) is an aggregated materialised viewf
records held in an account in the same registry or another registry, representing the balance
of ITMOs accounted for as units, BOAAs or UIAAs.

353. Fungibility bucket is a definition of a set of ITMOs that are fully fungible i.e.,
completely equal in theicharacteristics from the business perspective. Fungibility bucket
boundaries may be set differently for different cooperative approaches and for different
approaches to storage and tracking ITM&eefigure 9).

Figure 9: Examples of fungiblity buckets
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Inordertoaval conf usion between serialised units frequently
with units of measurement, the |l atter is always spelle
units.

A view is a result of a calculation, aggregation, asther transformation of data held in a database,

that is presented as a separate database collection or table. Views can be transient or materialized.
Transient views execute the necessary transformation each time they are queried. Materialized views
execue the transformation on the first query and store the result persistently. Further queries to a
materialized view do not automatically triggera@culation of its content; such-calculation

(update) may be triggered separately. For practical reaBbfig\s are best implemented as

materialized views. As is the case with other computer science and systems engineering terms in this

paper, fAmaterialised viewdo should be seen conceptually

registry systems as erdatabase, rather than as guidance for technical implementation in any specific
database management system.
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354. Availability i s the quality of a systemds readiness to
to user requests at a particular time. Increased availability of the system and the associated

widening of the bounds of its wandckst,whije ti me incre
intentional Il imitation of a systemds availabilit
achieve other system qualities, such as consiste

availability during which transaction validation taksace).

355. Network partition is a situation when registry systems cannot communicate to each
other for large enough amount of time as to not allow delaying andadifying operation,
such as a new transaction.

356. Consistencyof a data management system isdhality of it being able to store and
present correct and uncontradictory data to all observers within the system scope. Levels of
consistency include:

(@)  Strong consistencyis consistency that is maintained at all times, whereby a
valid change in data intduced by one user is immediately reflected in all views on these
data and is available for retrieval to the user who introduced the change and to all other users.
Strong consistency may be impossible to achieve in distributed systems that require constant
availability to the user because they may suffer from network partitions;

(b)  Eventual Consistencyis a weaker form of consistency that is implemented
when strong consistency is impossible or impractical. Eventually consistent systems do not
guarantee correotiss of data in all views or for all users immediately after a change, but they
use different techniques teventually® synchronise data and eliminate any possible
contradictions for all users and views;

(c) End-of-period consistencyis a type of eventual coissency where achieving
consistency is not attempted after each data modification; instead, data is periodically
reconciled to check for and correct any inconsistencies that occurred during the last
reconciliation period. Endf-period consistency preserttse risk of secondand higher
order inconsistencies appearing in the database between the time of introduction of the initial
inconsistency and the next reconciliation.

357. Reconciliation is a process of comparing datasets that should contain the same,
consstent and/or noontradictory data, and correcting detected differences, inconsistencies
or contradictions.

358. Transactioni any intervention that changes the overall state of data in the system,
such as the creation or deletion of one or more records, or change of their attributes.
Transactions are atomic i.e. they may contain multiple changes to data that are either applied
all together or not at all.

359. Transaction logis a data management system that is external to a set of registries and
used by the registries, primarily in a fully automated mode, to maintain consistency across
registries participating in a cooperative apmo, enforce their business rules or advise
registries about violations thereof.

360. Non-repudiation is a quality of a multuser data management system where all users
must authenticate any data modification they introduce in the system, to other usersyand m
not repudiate taking this action at a later point. fdgpudiation is typically achieved through
the use of cryptographic signatures on data modification requests.

361. Double-entry bookkeepingis a method of bookkeeping that requires simultaneous
entries ofany operation into at least two accounts, with at least one account for debit and at
least one account for credit, where the sum of amounts reflected in accounts being debited is
equal to the sum of amounts reflected in accounts being credited. It useldice errors in

86

Inconsistencies should be found and eliminated as early as possible. In most eventually consistent
databases that are equipped with onlineicapbn mechanisms, depending on their size and network
conditions, consistency is normally achieved within seconds or minutes of the change. In data systems
that have slower methods of replication and reconciliation, achieving consistency may take much
longer
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accounting by increasing transparency of flow of accounting amounts and lowering the risks
associated with operating in balarmely amounts.

C. Consistency guarantees

362. Cooperative approaches under the Paris Agreement may take differegticatidins

and unite various subsets of Parties. Furthermore, Parties may participate in multiple
cooperative approaches. Although ITMOs are to be recorded and tracked within the
boundaries of the cooperative approach they are generated in, overall cogsi$tegistry
systems worldwide is a mission critical goal and an essential element in maintaining trust in
Article 6 markets.

363. The system should strive to maintain consistency, take measures to prevent situations
where inconsistency could occur, and @éfintly recover from inconsistencies that occur
despite all measures.

364. It is useful to evaluate consistency guarantees of registry systems by imagining the
entirety ofArticle 6 registries as a single database. Consistency can then be looked at from
the viewpoint of when and how transactions such as issuamathorization transfer,
cancellation or retirement are taking place, and how the information about these transactions
propagates to other parts of the registry systems where accounting may be bjfecg@dn
transaction. Computer science offers a solid body of research and methods in the area of
consistency guarantees of different ways of executing transactions, which are directly
applicable to the analysis of consistency guarantees of the registems.

365. The CAP’theorem describes the basic design landscape for distributed databases: it

states that in the presence of an interruption in communication between different parts of the
database (a fAnetwork partit iheopossibiliytodransabtoi ce has
at al l (Aavail abil ity oAvailabiitg andoconsistengtogethecy of t he
are only possible when there are no network partitions.

366. Strong and permanent poimktime worldwide consistency of registry systems is

therefore only possible if all registries are implemented as one centralised database in which

network partitions cannot occur, which is not in
and due to the fact that ITMOs do not leave the cooperative ajpptiaat generated them, a

cooperative approach that operates a centralized registry for all Parties to the approach will

benefit from the best consistency guararifees

367. Limiting the availability of registry systems may be an acceptable solution for some

cooperative approaches, especially for registry systems that operate on reliable igtworks

In the presence of a network partition, such cooperative approach registries would need to

enter a finetwork partition modsactions.ftshoulde mporari |l y
be sufficient that one registry detects a network partition (cannot communicate with one other

registry or a transaction log used by the cooperative approach) to enter the network partition

mode.

368. A variant of sacrificing availability foconsistency is the use of a transaction log, a

shadow registry or a meta registry. A registry may request validation of a transaction from

an international or a mechanisspecific transaction log before going ahead with any
transaction.ond,ofinthédhet d@apsadcti on | og, the tra
inconsistent state of the originating registry, the validation is not granted. Effectively, the use

of a transaction log delegates ensuring consistency to a centralised entity; if the transaction

log is not available, transacting is not possible. Shadow registries or meta registries may

provide a fisecond opiniono on whether they consi

87 CAP stands foconsistencyavailability and grtition tolerance

88 Availability of such systems may still be reduced for some users in case there is a disruption of
connectivity between the user and the registry

89 A reliable network in thigontext is a network that provides connectivity between systems at all times
when the systems are expected to operate and any intermittent breakdowns are short enough for the
delaying of operations until the breakdown is over to be a viable remediatiteggtr
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and consistent, so the participating registries could decide whether toegd with the
transactior(see figure 1Q)

Figure 10: Registries with pointto-point, transaction log as the gatend with meta
registry as a consultativéadvisory side

m — m Tralllnmim .
o log
Point-to-point Transaction log as gateway Meta-registry as advisory

369. Where neither centralisation nor limitation of availability is an optmmsistency
cannot be guaranteed in all cases. In these cases, the cooperative approach would be
functioning in the enaf-period consistency mode and should therefore employ one of the
mechanisms of detection and recovery from arising inconsistenciemd@tion is a form

of inconsistency detection and recovery that was successfully used by Kyoto registry
systems. The temporal dimension of action to detect and recover from inconsistencies is very
important. Inconsistent and contradictory views on tleba state of data in the registries
participating in a cooperative approach may lead to seeothigherorder inconsistencies

in subsequent transactions, and become extremely difficult to recover from-dffade
between checking the overall consistein the cooperative approach very frequently (after
each transaction or every few minutes) and risking getting inconsistently recorded ITMOs
involved in subsequent transactions should be carefully evaluated with the preference given
to the most frequemeconciliation that is legally and technically feasible.

370. An alternative to frequent reconciliation is the use of a distributed ledger technology
(DLT) with a consensus protoéblthat could algorithmically enforce consistency of
transactions, as long asetimajority of registries (or other infrastructure components that
assume the role of nodes in the DLT network) remain available and trustworthy. Depending
on the consensus protocol, DibBsed implementations will, generally, take longer and
require higheavailability of nodes than classical registry system solutions. DLTs would also
be hard to set up for international use because permissidideds are impossible to guard

from participation of any member of the public, while permissioned DLTs require a
mechanism to issysermissions to participate i.e. they present the same legal and sovereignty
challenges as much simpler solutions based on the use of transaction logs.

371. Should confidentiality of individual transactions be required, DLTs with -zero
knowledge proofs (ZKP) may be usé#For practical implementation reasons, one common
DLT cannot be implemented for all cooperative approaches and registries in the world.
While ZKPs are used in some publicly accessible DLTs, they are still a young research area
lacking solid implementations that are sufficiently tested, available for modification and

90

91

92

A consensus protocol is an algorithm used by a computational system composed of multiple
independentlyoperating devices (nodes) to agree on a data value. Consensus protocols typically
employ a mix of voting mechanisms aciyptographic techniques preventing falsification of data to
establish highly trustworthy results.

A permissionless DLT is a DLT that allows any system to join it and become a node with equal rights

to participate in the operation inthe DLT anditscann s us pr ot ocol which deter mines
the DLT. Permissionless DLTs are not suitableXdicle 6 infrastructure due to the low number of
|l egitimate nodes and the differentiation in the nodesb§é

DLT thatallows for an administrator or administrators who are allowed to permit access to the DLT
network

ZKP is a method to prove correctness of a statement without communicating the statement itself or
any useful information about it. ZKP may be used tae@hprovable correctness of the operations
ledger while keeping the content of the transactions within it confidential
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1.

(@)

adjustment, and otherwise ready for the international arena. Monitoring developments in this
area and further analysis may be relevant for future generations tefsysupporting
cooperative approaches.

372. It should also be noted, that some voluntary market offset trading platforms are
adopting approaches that combine the conventional method of unitization with a DLT layer,
where units are represented and traded onptagorm as tokens recorded on a public
distributed ledger. The tokens are issued against a collateral of underlying units collected by
a depositary o0pl atffbourmidendet®dhtieenunderiging eumitsare a r e
cancelled in the holding regigt It should be noted that the DLT application in such a hybrid
approach does not alone provide consistency guarantees, and requires additional methods for
reconciling the movements of tokens and underlying units.

373. |If Parties wish to utilize DLTs, advantag and disadvantages of DLTs should be
considered by individual cooperative approaches.

374. Possible solutionsThe following are possible solutions in relation to consistency
guarantees:

(@) Adoptthe maximum possible level of consistency guarantees in designing
trackinginfrastructure for cooperative approaches

(b)  Any use of DLT including in the futureandin particular for secretariat
operatedsystems,should be considered on the basis of specific technical merits, risks,
potential, and cost of implementatiomgpared to classical systems design

Recording and tracking of ITMOs
375. This is section discusses the range of possible solutions for recording and tracking of

ITMOs. Figure 11 shows an example of representation for the basic three methods
serialized units, UIAAs and BOAAs.

Figure 11: Methods for tracking ITMOs

Host Party: ABC Host Party: ABC

Host Party: ABC
Vintage: 2022 Vintage: 2022

Sector: DEF
ootial range bof04S8azicst1eds R
00001-00299 c e

b9957c7dae5b7d1

Quantity Quantity
300 tCO2e 300 tCO2e

Quantity
300 tCO2e

Serialized units UlAAs BOAAs

Methods for recording and tracking of ITMOs

Serialised units

376. The core feature of this method is the notion of a unit, which is a uniquely identified,
indivisible amount of MOs. Thimethod is preferred among the Parties that have identified
a preference for a method of tracking ITM®s.
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377. tCO2 eq is taken as the indivisible amotfrfor nonGHG metrics, the indivisible
amount is determined by Parties in a cooperative apptoach

378. The serialised units approach benefits from both technical and historical factors which
make it the least risky way to record and track ITMOs:

(@) The Kyoto sytems used units to account for assigned amounts and emission
reductions. Their successes, as well as lessons learnt, can be considered in designing systems
for Article 6;

(b)  Units offer the highest possible level of transparency in accounting and
tracking, alowing tracing of the history of each unit lique identifierthroughout its
lifetime;

(c) Units avoid the complexities of nanteger number calculations, provide
clarity on the minimum indivisible amount of the
expedations as to the precision of accounting

(dd Operations in units are straightforward to
methods.

379. Fungibility of units can be defined by the sides of any contract involving ITMOs. The
sides may agree either very broad termhBingibility (e.g., any ITMOs originating from a
certain year) or narrow them down to specific countries, projects and even specific ranges of
serial numbers. This quality of units may affect pricing and liquidity of ITMOs in the market.

380. The potentially ery high number of units (each unit traditionally representing at CO

eq for GHG metrics) presents a challenge for the technical solutions and databases that store
and operate registries of units. For this reason, units are typically not stored indMudial
grouped in serial number ran§fe$hould a transaction require only a part of a serial number
range, the splitting of the range require neither active participation of the user nor a special
reportable operation. It is possible to ascertain cargigt of serial number ranges having

only the list of such ranges that have been issued in a cooperative approach. User interfaces
of registries and other systems that operate with units may display information about the unit
holdings in the form of the tat balance, subtotals by fungibility bucket, and a detailed view
with a list of contiguous serial number ranges that constitute the balance.

381. A high number of units in circulation for a long time may lead to the situation where

serial number ranges (unit doks) are split many times, causing the-catied
Afragmentationod of the accounting system, ul ti mat
operating on too many records, as described above. Fragmentation was a potent&iniong

issue identified in e Kyoto systems. While severe impact from fragmentation never

materialized, mitigation measures were defined. Multiple strategies may be employed to

address fragmentation:

(@ Choosing a large enough indivisible amount of MCas per paragraph 1 (c),
ITMOs ae measured in t CO2 eq for GHG metrics or in other@bis metrics determined
by the participating Parties. A unit representing one t CO2 eq is the common standard for
GHG metrics. Parties may wish to consider fragmentation when picking the indivisible
amount for noAGHG metrics they wish to use;

(b)  Designing communication protocols in a way that metadata is transferred only
once for all serial number ranges that share the same metadata;

(c)  Merging of serial rangesin addition to the splitting of a serial nuetrange,
an operation of merging serial number ranges on one account, if the ranges represent a
contiguous range of serial numbers, may reduce already existing fragmentation. Merging

94 In line with paragraph 1(c).
9 An evaluation of the potential that the same-@#G metrics would be used by multiple cooperative
approaches should be conducted in order to standardise the minimal indivisible amounts and express
them in the same amouand measurement unit as much as possible in order to harmonise reporting
at the international level. To the extent possible, the measurement units should be Sl units, Sl derived
units or norSI units accepted for use with S, with or without SI prefixes.
% Al so known as fdblockso of units in the Kyoto Protocol
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may be particularly useful on accounts that act as the final destirgdtionits, such as
cancellation and retirement accounts;

(d) Designing the algorithms for the selection of serial number range(s) to be
transferred in a way to minimise the necessity to split serial number rgzegfigure 12).

Figure 12 Splitting serial number ranges of units
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(b) Uniquely identifiable accounting amounts

382. UIAAs are amounts of MOs that share the same metadata making them internally
fungible within one amount. When surveyed, 11% of Parties responded that UIAAs is their
preferred method akcording and tracking ITMOs.

383. Each UIAA has arunique identifierand a set of metadata pertaining to the entire
amount. Unlike units, UIAAs are generally divisible and can be split into parts.

384. When ITMOs are generated and recorded in the form of UIAAsiemred containing
the amount of MOs and corresponding metadata is created in the registry database.

385. The unit of measurement for the amount of MOs is one 1 &for GHG metrics;

for nonGHG indicators, the unit of measurement is to be determined byattiesto the
cooperative approach, bearing in mind the recommendations for the selection of
measurement units above.

386. Unlike units, UIAAs do not have a minimum or indivisible amount. However,
fractional accounting is complex, ersprone, andsometimes technically impossible using

common approaches to managing data in datatialies therefore recommendable that the
Parties define a minimum decimal increment of an accounting amount:

(&) For GHG metrics, consider if accounting with the precisibone metric ton
provides sufficient granularity. Opting for one metric ton as the minimum decimal increment
would provide for familiar metrics and casual compatibility with cooperative approaches that
work with units. If further division of the metricrids required, the minimum increment may
be one kilogram;

(b)  For nonGHG metrics, it is recommended to select the measurement unit in a
way that one whole unit of it is the minimum increment of the accounting amount.

387. Accounts in UIAAs can display the amoumisMOs as a total balance and provide
detail of subbalances grouped by fungibility bucket.

388. If there is no UIAA that holds the amount of MOs necessary for a transfer, a registry
system needs to combine the necessary amount out of available UIAAs aritiavasiplble

97 Consider a contract in which one party is entitled to one third of the total amount of mitigation
outcomes produced by a project. Unless the total amount in the respective measumérigent
divisible by 3, there is no finite decimal notation that can express the amount. Hence, a limit to the
length of the significand should be defined, and decimal arithmetic, with simple and predictable
rounding rules, should be used.
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(€)

UIAAs. For UIAAs, the splitting and the optional merging operations are internationally
reportable.

389. The splitting operation is defined as:
(@) Taking the subject UIAA out of servicé;

(b)  Creating two new UIAAs that are equivalent to the original Nl& all
metadata, where the sum of amounts of MOs in the new UIAAs is equal to the amount of
MO in original UIAA.

390. The merging operation is defined as:
(@) Taking two or more UIAAs with equivalent metadata out of service;

(b)  Creating one new UIAA that is equivaketo the original UIAAs in all
metadata and representing the amount of MO which is equal to the sum of amounts of MO
in the original UIAAs.

391. UIAAs offer a similar picture of consistency risks as units while not presenting MOs
as serialised securities. Theggquire one or two additional reportable operations to ensure
consistency of registry systems at the international level, which may slightly increase the
development costs for both international systems, such astible 6 database, and systems
servichg cooperative approaches that employ UIAAs. If the merging operation is
implemented, UIAAs also present a lower risk of fragmentation than units.

392. Unit serial numbers that are set at issuance are the key data element in establishing

consistency of accoumi in units. If units were to be transferred into accounts that track
UIAAs which do not track serial numbers, their serial number data would be lost. Conversely,
if an amount from an account that tracks UIAAs were to be transferred to an account in units,

there would be no way to assign serial numbers to such newly created units. The necessity to

track sufficiently large indivisible amounts of MO is also unique to units; UIAAs may have
more flexibility in choosing the granularity level. UIAAs are therefoot compatible with

units within the scope of one cooperative approach and metric. Each cooperative approach

would need to decide if it is going to use units or UIAAs for any given metric.

Balance-only accounting amounts

393. BOAAs are amounts of MO that shattee same metadata making them internally
fungible within one amount, akin to financial accounting amounts. BOAAs do not have
unique identifiers

394. When ITMOs are generated and recorded in the form of BOAAS:

(a) If arecord containing the MOs with the same matadioes not exist, such a
record is created in the registry datahase

(b) If a record containing the MOs with the same metadata exists, this record is
updated by adding the newly generated MOs.

395. When MOs recorded as a BOAA are transferred, the amount to rsfemmad is

subtracted from the original amount recorded as a BOAA. When MOs are received, the same

logic as the logic of generation of new ITMO applies.

396. Unlike units and UIAAs, BOAAs require the underlying systems to operate with
mutablé® data structuresSimple reconciliation approaches for BOAAs are closest in
substance and structure to traditional financial accounting and the respective traditional
methods of maintaining consistency, such as the deeritly bookkeeping, are applicable.

At the same tira, BOAAs present additional consistency risks that may be difficult to fully

98
99

For example p invalidating or retiring and archiving the record.

Mutability of a data structure is the ability of underlying data in the structure to change. Mutable data
structures are more difficult to track, as in addition to tracking their creation and dedgtjochange

within the data structure needs to be located and tracked; reasoning about a set of mutable data
structures is also more complex as it needs t
state.

o

include

59



PA/AG.2/TP/1

remediate in the international setting in which the registry systems will be opefatitige
following reasons

(@) Due to the possibility of double errors, reporting on accouidiigs alone
will not allow theArticle 6 database to ascertain overall consistency of reporting;

(b)  Consistency check® and resulting investigations after multiple transfers of
ITMOs may present an unmanageable scope of work. Additional information would be
required to perform the consistency checks, such as the full history of transactions from all
participating Partiesincluding unique identifierand norrepudiation data for individual
transactions;

(c) Confidentiality of thirdparty transactions may be compromised as a result of
investigations of an apparent consistency issue; and

(d) In case transactielevel data is not avaible, unresponsiveness of just two
reporting entities to a consistency investigation may lead to irremovable ambi§latiesit
the potential source of the inconsistency.

397. In order for the financial accounting methods to remain applicable at the stage of

ITMO generation, speci al fii ssuance shadow account
ITMOs could be created. The generation of ITMOs as BOAAs is done via a transfer of

ITMOs from the issuance shadow account to the account in which ITMOs need to appear

after generatiorfsee figure 13)This arrangement:

(@) Makes the accounting system simpler by leaving only one, trivially defined
operation of transfer that creates a debit in one account and an equivalent credit in another;

(b) Enables a simple and robust checkowérall consistency of the accounting
system where the sum of balances in all accounts should always be equal to zero;

(c)  Provides a natural place that holds the total amount of all ITMOs issued in the
given fungibility bucket, with a negative sigsee figue 13 below.

398. Overall, BOAAs may be considered fgimple tracking scenarios thatlate to
domestic tracking andio not requirenultiple transfers of BOAA§.e.domesticOIMP uses)

Figure 13: Consistency assurance for BOAAs

100 Not to be confused with the csistency check as per pag3(a).

101 Consider a situation where country A generated a TiD:teq balance and transferred 5C©z eq of
it to country B. Country C received 3@O2e from country B and 30 tCO2e from country D. At the
reportinglevel, 100 tCOz eq was generated and 11@0; eq are observed in account balances,
which indicates an inconsistency. Without the cooperation of at least one of the registries of countries
B and D, it is impossible to conclude whether the discrepancyehapdbecause country B double
transferred the amount it had or that country D transferred an amount it never had. Unresponsiveness
to investigations may be caused by benign reasons of administrative and logistical delays in
transferring messages througlii@él channels, during which wrongly transferred amounts may take
part in further transactions, further complicating the inconsistency.
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