SBSTA Article 6 talks- Informal expert dialogue on Article 6 negotiations
Notes: Aglaja Espelage, Perspectives Climate Research gGmbH, espelage@perspectives.cc 
19.04.2021 Financing for adaptation/Share of Proceeds (Article 6.2 and Article 6.4)
SBSTA Chair
· November dialogue session on baselines and additionality was very helpful
· Bureau meeting February guidance: short technical expert dialogues on unresolved Article 6 issues in lead up to next SBSTA session and COP26 in Glasgow
· Informal technical expert dialogues to refresh discussions after Madrid and focus internally on looking for solutions.
· After today, seek support from colleagues to facilitate discussions in informal technical expert talks
· There will be no perfect timing for everyone to join events urge everyone to be flexible.
· Proceedings from Bureau meeting last week on June session
· Bureau supports need to advance work in prep for COP26: June session will be one week longer than usual. Extended period to better address challenges of remote participate and allow for coordination time.
· SBSTA will prepare scenario notes to prepare organisation of work in bodies and make them available three weeks prior to start of the session.
· Challenges of connectivity, time zones, etc. are noted and will be taken into account.
· Work during the session will be informal, decision only in person meetings.
· For Article 6, issues were identified and scheduled subsequently, further meetings will be scheduled in June session.
· Outcomes for technical expert dialogues: 
· End of March Head of Delegation (HoD) meeting: HoD identified key unresolved issues. General support for dialogues and related submissions to be summarized in non-papers that help HoD to identify options for solutions-> papers will be short and concise and solution focused without being negotiation text.
· Question by South Africa on process: will there be workshops in May and informals during the SB52 sessions? SBSTA chair: yes, both!
· Guiding questions for the session: 
· For delivery of a share of proceeds for adaptation to the Adaptation Fund from the mechanism, should we refine the approach used for the CDM per the third Presidency text at COP25, and if so, how, or are there other approaches that may work more effectively?
· In relation to cooperative approaches, what could be the design that could recognize that cooperative approaches will not necessarily lead to transferable units? What degree of encouragement/requirement and transparency?

LDC group 
· Focus of SoP is on adaptation. CDM mechanism solution imported in third Presidency text led to high administration income and low adaptation finance. This must be prevented in future, balance for administration and adaptation finance must be found. In-kind payment makes adaptation finance dependent on market prices. Both SoP at point of issuance is good.
· On cooperative approaches: underline that while it welcomes flexibility in cooperative approaches and promotion of sustainable development. However, SoP extends to 6.2. All transfers subject to SoP, annual net transfer to ITMOs can be subject to SoP, there is no barrier. All transfers of credits under 6.2 and 6.4 must be governed by the same rules. Same principles of environmental integrity and transparency. 
· Accounting guidelines and in addition reporting guidelines must be developed.
AOSIS 
· Support use of third iteration for discussion in general, but merit of considering options from previous iterations.
· Relationship 6.2/6.4
· 6.4 is centralized mechanism with transferrable units. 6.6 requires SoP for administration and adaptation.
· 6.2 requirements for all cooperative approaches. Some interpret it as possibility to generate credits OUTSIDE 6.4. If there is to be a decentralised and parallel system, rules should be the same and same stringency, including for SoP. Shall not undermine purpose/benefits of 6.4 including to deliver adaptation SoP. 
· All Article 6 activities should contribute to adaptation SoP. CMA decision can extend SoP experience with CDM/JI with Doha Amendment 1/CMP.8, so there is a clear precedent.
· With adoption of PA, emissions are increasing, and adaptation finance gaps becomes wider.
· Scale of SoP
· Not yet agreed. AOSIS seeks 5%. 3rd iteration of Madrid is unsatisfactory with 2%, so wants other numbers also included in any new non-paper. A higher percentage will help mobilize private finance for adaptation.
· Mandatory nature of SoP
· 3rd iteration of text, “strongly encourages to commit to contribute” “commensurate with level under 6.4”. Language enables situation that 6.2 and 6.4 are treated alike but approach is not sufficient to give comfort and security of application. Needs more detail in decision and process for commitment begins with assumptions that all Parties will commit.
· Further technical work
· What can higher SoP deliver?
· More detail on how SoP will be implemented provide confidence for Parties, especially for 6.2
· Rate
· First transfers
· Timing of contribution
· Mechanics of contribution
· Reporting on contribution
Egypt (obo Arab Group)
· Arab group has made a submission.
· 5 key points:
· Applying SoP under 6.2/6.4 for Adaptation Fund is necessary due to importance of adaptation for developing countries as adaptation efforts are severely underfunded compared to adaptation. Need stable source to increase adaptation finance.
· Article 2.1 b and c clearly indicates that PA in enhancing UNFCCC implementation aims to strengthen the global response to climate change by increasing adaptation ability and make finance flows towards this development.
· Article 6.1 of PA clearly recognise need for higher ambition in mitigation and adaptation action adaptation is key part of Article 6 as a whole including for 6.2/6.4.
· Equal treatment creates stable source for adaptation finance that will support PA and avoid disadvantaging the 6.4mechanism and avoid incentives to bypass 6.4mechanism by 6.2.
· Lessons learned from KP in the beginning only CDM, then in Doha need to extend to other mechanisms such as JI and IET let’s avoid this mistake from day one here. Keep same level of ambition from KP to PA.
· Consider lessons from CDM avoid that more finance is raised for administrative purposes than adaptation.
· On guiding questions
· On 6.4: the starting point for negotiation should be option A of 13december text valuable approach for balanced treatment. Following proposal: 
· SoP to cover both administrative and adaptation costs. SoP shall be levied as mix of monetary fees and in-kind to have balance between stable income and benefitting from higher price.
· Under 6.2, the monetary fees can be applied on net annual transfers and charge to acquiring country applicable to ALL approaches and different metrics. 6.4 monetary fees can be levied at issues.
· Under 6.2 2% of ITMOs levied at transfer and charged to acquiring Parties. Some aspects can be further discussed of how to apply. Open to further discuss how to operationalize this and provide some examples and potential solutions
· Under 6.4, 2% of 6.4ERs. In the trigger, any sources raised in 6.2/6.4 should be channelled to Adaptation Fund for equitable access by all countries.
Senegal (obo AGN)
· Welcome proposal by COP25 and COP26 Presidencies and SBSTA Chair to set aside time to discuss in-depth some key issues.
· It is of great concern to the AGN and welcomes opportunity to discuss it.
· We looked closely at the submissions, we found that Parties/ group of Parties reiterated their original positions as of Madrid. If we want to adopt a decision acceptable by all, it will be necessary to move the lines.
· On issue of financing for adaptation, crucial for AGN. Not going to reiterate all arguments, just want to remind that decision 1/CMP.8 extended SOP to all KP mechanisms. For many countries in Africa, SIDS and LDCs the only benefit from the mechanisms is the share of proceeds to fund adaptation projects. Those Parties that only benefit through Adaptation Fund, those Parties prefer rather domestic ambition rather than international cooperation without share of proceeds.
· 2 outstanding issues for 6.4: level of the levy (2 vs 5 %), open for discussions. Second issue of how to improve operationalization and the share for administrative fees. We learned a lot from CDM. Need to refine the approach used in the CDM. The 3rd Presidency Text approach needs to be refined. Version 1 of 13 December Text may be the starting point. Chapter 7 and Chapter 8 of 13 Dec text. We are ready to further refine that option with colleagues. Main idea is not to divide in-kind for adaptation and monetary for administrative. Budget for Supervisory Body surplus after three years should be forwarded to the Adaptation Fund. In principle, can discuss further.
· For 6.2, many Parties recognised the need for adaptation funding. Some progress was achieved in last text. Before addressing the second question, we need to discuss whether ITMOs are transferrable units and can be transferred more than one time or not. Depending on what is agreed, the question that is raised can be addressed through the registries of Parties acquiring and host Party countries and also through a central registry, before addressing the issue under the reporting under Article 6 and Article 13.
LMDC
· Agree fully by all previous speakers that the implementation of a mandatory SoP for only 6.4 is not sufficient and does not fulfil the spirit of Article 6. Equal treatment on a mandatory basis is needed to protect 6.4 mechanism and avoid negative incentives to bypass 6.4mechanism.
· Avoid surplus of administrative budget and review Supervisory Body budget as administrative costs evolve. Review every three or every five years to maximise Adaptation Fund contributions.
· Host country activities under 6.2 and 6.4 should be included in administrative budget and beyond that on what approaches may work: 
· Monetary fees can be applied to annual net transfers and charged to acquiring Parties
· Under 6.4 monetary fees/in-kind at point of issuance
· The more money we can allocate to the Adaptation Fund the better for everyone, so better 5% than 2%.
Switzerland (obo EIG)
· Submissions uploaded last week
· Mitigation and adaptation are key priority for all Parties to the PA. EIG is a diverse group, comprising potential host Parties and potential buyers under Article 6. At the core of Article 6 is robust rules for market mechanisms for mitigation, what it was truly written for. The calls for increased adaptation financing are warranted and must be heard but Article 6 is not the only source.
· 6.4 question: There is a lot to learn from the past, unnecessarily high administrative budget and filled trust fund. EIG is open to discuss preferred mix of approach that may be preferred. There are advantages and disadvantages to both approaches and are open to discuss this matter. The in-kind approaches offer higher potential benefits and higher risks. A mix may be in the end desirable. Worthwhile to reconsider approaches taken when picture on markets get clearer. Also support the calls to reallocate funds that were generated so far. There must be sufficient funds to kick-start 6.4 mechanism, but once this is assured, some of the money that is still in the CDM trust fund could be re-allocated, also built into the future fees to be levied by the mechanism
· 6.2 question: 6.2 Is more bottom-up and designed by the Parties cooperated and it will be up to the Parties to follow the chapeau of 6.1 to promote mitigation and adaptation but leave it up to them on how they will contribute to adaptation. There are several options: Parties could charge activities that occur in the 6.2 context, or allocate directly government funds to the Adaptation Fund. Could also be not monetary contribution but to build adaptation components in mitigation activities. 
Costa Rica (obo AILAC)
· AILAC is characterised by high vulnerability and increased costs to cover damages from extreme weather events, key issue.
· Important to maintain unitary nature of Article 6 and that there is a balanced treatment of all forms of cooperation but that does not necessarily mean that each element needs to contribute to adaptation finance in the exact same way.
· Note with interest Arab Group/AGN proposals to mix in-kind and monetary contribution, to increase predictability of funding from SoP. 
· Noted AGN reference to 1/CMP.8 very relevant precedent.
· Interested in EIG proposal on other ways how 6.2 can contribute to adaptation these different ways should be combined to ensure 6.1 mandate is met. 
· Recognise that to ensure most equitable access to adaptation, it would have to made available primarily through the Adaptation Fund.
· On 6.4: mix of approaches to be explored
· On 6.2: same as for 6.4, but allow for exemptions, but here 6.4units could be used to fill-in for a levy percentage for transactions.
· Submission is still work in progress, will be presented briefly.
Zambia
· Echos points by LDC Group and AGN
· Treatment of 6.2 and 6.4 in a similar way we want to ensure we are sending a positive signal to markets and avoid negative incentive not to use 6.4 mechanism. Important from a practical perspective.
· Delivery of SoP should be at issuance for both 6.2 and 6.4, some further technical work is needed for 6.2. But not too difficult to achieve, can be sorted out. 
· Also important that finance is delivered to the Adaptation Fund.
Philippines 
· Collective contribution of market-based cooperation to stabilisation of climate system and environmental integrity must be considered. Unabated climate change impacts are happening and bringing costs, also to developing countries. Adaptation costs and loss and damage far outweigh the GHG mitigation costs. A known fact that aside from financial resources flowing through funds, there are no predictable sources of funding for adaptation for developing countries, but easier to access finance through markets for mitigation. Problem also to quantify adaptation benefits.
· 2% SoP under the CDM is quite insignificant. If our overall goal to preserve planet, money for GHG mitigation a corresponding fair allocation should be given to adaptation efforts.
· All forms of cooperation must be subject to levy. Amounts can be discussed further.
· For 6.2, the main issue is that cooperative approach are bilaterally and terms will be voluntarily determined. Could leave to equitable sharing of mitigation outcomes or transfers or units. What is most important is that the integrity of the applied mathematics and reporting.
Canada
· 2 areas of disagreement for context: 
· Disagree that there must be a notion for adaptation finance in 6.2 only because adaptation is noted in 6.1. Article 6.2 is not a subparagraph from 6.1, but covers a narrower subcategory of voluntary cooperation. Not each cooperative approach must raise funds for adaptation.
· Disagree that the notion that SoP will put 6.4 mechanism at comparative standards. Standards compete who has best environmental integrity, best SD benefits, best stakeholder engagement. CDM collapsed due to low environmental integrity, not because of SoP.
· CMA has not authority to impose tax duties on trade flows between Parties. Open to share experience on how to mobilize finance for adaptation and allocation of flows of the trade. 
· On 6.4; there is a SoP and that needs to be resolved. Agree that the 3rd iteration text looks a lot like the CDM approach and open to discuss on how to improve on that.
Norway 
· Submission made yesterday, not online yet.
· Norway conveyed its experience with KP and lessons to draw for 6.4 and 6.2.
· Lessons on volume that can be expected and predictability
· Monetisation of CERs 2009-2013, when prices were ok the sum was quite handsome afterwards not much more income and other contributions became more substantial.
· The administrative SoP less money in the beginning and more through the years but also these not so high lately.
· Even if the CERs were unitised, traded through exchanges, difficult for trustee to sell them. 9 million tonnes still unsold a year ago. Norway bought from Adaptation Fund, wanted certain types of activities and projects. 
· 6.4 can work with approaches known from Kyoto, with a combination from monetary and in-kind levy. But not predictable sources depends really on the market.
· On 6.2: the experience from Doha is that Norway agreed to percentage in 2012. 
· Has not generated a cent of revenue for the Adaptation Fund if it were to generate substantial income. Despite that those SoP are in well-defined units (AAUs), they are being considered (e.g., in EU ETS transfers with Norway). There will be AAUs to the Adaptation Fund after 2023, but there will not be a big volume nor will there by a market for those. 
· ITMOs are not likely to be unitised such as AAUs or available for use for different Parties. ITMOs may be used more as accounting units. 
· The proposals in later iterations in Madrid would be much more promising way forward than applying a mechanical SoP, which may not really bring (substantial) money. From certain types of cooperation (e.g. ETS) there will be no flows until 2030 and therefore also money. 
USA 
· Team is expecting to be very engaged with all parties and work diligently on Article 6 agenda items, on facilitating ambition.
· We need to prioritise making continued progress and help HoDs to identify landing grounds
· Build on landing ground from Madrid
· On 6.4: the eventual solution should optimise predictability for investors, buyers and the recipient. Predictable: guideposts: upfront clarity, and perspective on review and rate
· Retain both approaches: monetary fee and percentage of units to balance market risks and opportunities
· Key take-away from CDM is to agree upfront on trigger for review of mechanisms, changes should not be to short-lived market fluctuations. Regular review of administrative resources is supported, including necessary reserves.
· Still reviewing position on rates.
· On 6.2: decisions must be faithful to PA and respect NDCs and promote robust accounting. Listened to arguments for adaptation finance through Article 6.2. Mandate in 6.2 does not give CMA authority to impose these mechanisms to voluntary cooperation among Parties. Likely scenario is that 6.2 guidance will be applied to a variety of approach. Could be technically not feasible or deterrent to impose a certain mechanism or destination. Could even infringe on NDC ambition levels and foreseen engagement. No mandate to collect a fee and tax transfers. Any such outcome would be unacceptable. Need to find solutions to support vulnerable Parties and open to discuss with Parties how and where best to address these challenges.
Kazuhiza Koakutsu
· SoP for 6.4 at issuance, support 3rd iteration text. In order to operationalize 6.4 SoP. We can learn from CDM and how it has operationalized SoP. Invite the Adaptation Fund to explain how the Adaptation Fund can best mobilize finance.  CP1 and CP2 there are big differences. To accommodate changes, also need to look at how we can adapt to changes. Need to think about procedures to be incorporated. Suggests review every 5 years. Continued improvement mechanism is necessary. Need more regular review of 6.4 compared to CDM.
· Submission will follow shortly.
· Adaptation is key component of Article 6. But Adaptation finance primarily through 6.4 and strengthen this mechanism. Cooperative approaches are driven by Parties, difficult to make things mandatory.
EU
· Entering negotiations with a spirit of positivity
· We know that there is a bigger discussion on adaptation and adaptation finance. EU is the largest contributor of public finance for adaptation. The share for adaptation is growing and are committed to continue growing it.
· Looking at the Adaptation Fund, EU MS give 75% of contributions, 90% of voluntary funding.
· Keen to learn lessons from the past: SoP has not worked as well under the CDM, open to creative ideas as of how to improve.
· On 6.2, things are more difficult. Mechanical application not possible.
· Starting point of 6.2 and 6.4 is third iteration text, should be discussed further. Urging to commit (voluntary commitment). Need to understand how to better operationalized.
· Different contexts of 6.2 deserve different approaches. 
· EU sees annual adjustments happening, may not be a regular flow of units. Rather regular accounting of flows.
New Zealand 
· NZ has made a submission, recognises criticality of adaptation finance. Look for an overall outcome to increase support to vulnerable countries to adapt.
· On 6.2: need to respect that Parties were going very far to close a deal, not a starting point. There are real concerns with practicalities of SoP for 6.2 and differences to 6.4. If aiming for adequacy and efficiency, practicalities matter. Climate finance contributions most efficient way for New Zealand. SoP for 6.2 is highly political! There were some very good suggestions on rates and balance and reviewing and in 6.4 context, spending some time on this makes sense. Also agree with Norway, need to focus on more predictably ways to secure finance for adaptation.
Singapore 
· Rules for Article 6 must be credible and balanced, aligns with AOSIS.
· We need to be pragmatic on what we can achieve by COP26 and highlight use of review clauses at later stages in time. Notion of review over time was also mentioned by others over time. CMA should be able to request review of applied percentages any time.
· Tension between calls for additional and predictable sources for adaptation, balance of treatment of 6.2/6.4 and on the other hand views on legal and technical challenges given diversity of cooperative approaches.
· EIG said Article 6 is not only source of finance for adaptation and Norway also highlights voluntary contribution to Adaptation Fund.
· Need to look at 4 issues. 
· Voluntary/mandatory SoP in 6.2 and Balance 6.2/6.4
· Reporting
· Levels of SoP in 6.4
· Approach in 6.4
· Surplus of 6.4 administration resources and be redirected to Adaptation Fund
· Hybrid models of OMGE/SOP could be looked at.
· 6.2: there should be some flexibility on how to supply adaptation finance, LMDC proposal to apply a monetary fee to acquiring Party is quite interesting and looking forward to understand further.
Australia
· On 6.4: the proposals for implementing the SoP have been informed by experiences with CDM. Thinking concurs very much, open to explore approaches that could improve on this design: in-kind or monetary fee. Australia welcomes chance to explore this further.
· Design of 6.4 mechanism, like CDM, lends to implementing mechanistic SoP. But as Norway highlighted, while this facility may be useful will not necessarily lead to predictable funds. Must think about how Article 6 can deliver on goal to ensure adequate and predictable funding for adaptation.
· On 6.2: Parties made great efforts to reach consensus at COP25, the Madrid text represented an effort to find a bridge and is the limit of flexibility. We must accept that using that text as starting point is unlikely to lead to solutions. 6.2 primarily establishes an accounting framework that addresses environmental integrity, accounting, transparency; it’s not a tool to deliver adaptation finance. Any solution to this question on how to use 6.2 to support adaptation activities and financing must respect the Party-driven nature of cooperative approaches.  80% of Australian climate finance in Pacific is on adaptation, including resilient. Australia does want to have freedom to chose where to support. Happy to discuss how to increase predictability of adaptation finance in bilateral cooperation, including through Adaptation Fund and elsewhere.
Russia
· Cites Article 9 and need for balance and mobilisation from wide variety of sources and channels
· Russia voluntarily provides climate finance through various channels and reports on it.
· Share reasoning: PA states a mandatory requirement only for 6.4 and all above considered SoP under 6.4 is one of multiple sources of adaptation. For 6.2, this could include voluntary support for adaptation.
Brazil
· On 6.4: support 2% of 6.4ERs at issuance and monetary fee for administrative. Open to explore other issues. We should take into account, RMPs should not create additional burden to participation in mechanism. Should be mindful of approaches to mobilise resources and guidelines for monetising A6.4ERs for Adaptation Fund and potential allocation of surplus. Surplus CDM EB resources should only be reallocated after true up period and only by CMP Parties and Doha Amendment.
· On 6.2: best opportunity to scale up finance for adaptation finance. ITMOs should be a unit with a serial number, makes it easier to operationalize SoP. But Brazil recognises that not all ITMOs may be units, but this is not a barrier to deliver adaptation finance. Monetary SoP annually charged to acquiring Parties is possible. Adaptation Fund only fund truly dedicated to adaptation and cannot continue to rely on voluntary submissions, this is not working so far. SoP and climate finance/lead the way in light of CDBR-RC are not the same. SoP provision is a complement to climate finance, does not replace requirements for industrialized countries to provide funding.
Solomon Islands
· Are aware of origin of the Adaptation Fund and why developing countries want Adaptation Fund: predictability, independence from donors, direct access for funding.
· Third iteration of Presidency text does not provide that predictability, autonomy, or direct access does not deliver on that. SoP should go the Adaptation Fund for both 6.2 and 6.4.
· Fundamental discussion on nature of ITMOs and whether they are to be unitized and we need to have this discussion. ITMOs should be monetized and tradable to see where the trade is going. Not just a bottom-up process that leads to netting out. This is still a discussion that needs to be resolved: how will ITMOs work?
· GCF: imbalance of funding for adaptation; does not deliver the necessary predictability.
Morocco
· Support interventions by AGN and Arab Group
· SoP to be levied as mix from monetary and in-kind, same manner for 6.2 and 6.4
· Need for balanced treatment, this will create stable source of long-term adaptation finance to reach global goal for adaptation
· Rate of levy should be between 2 and 5%, are open to any kind of discussion.
· There is not enough certainty on the nature of ITMOs and if they will be tradeable.
· Need for better alignment between Article 6 and Article 13 and minimum oversight through central registry.
India 
· 6.2 and 6.4 SOP will create stable source of adaptation finance, which will support PA
· Article 6.1 requires higher ambition in mitigation and adaptation action adaptation is key part of Article 6.2. Any differentiation between 6.2 and 6.4 is not desirable. Also not supported by evidence that SoP cannot be applied to different approaches.
· There is a database for 6.2 and for 6.4, no mechanism should be disadvantaged.
· Associate with intervention by LMDC, look forward to constructive engagement.
20.04.2021 Avoiding double use for outside the NDCs outside the Article 6.4 mechanism
Co-facilitator 
· Each dialogue will lead to short concise non-papers
· Cooperative implementation page is one-stop page for these dialogues: https://unfccc.int/process/the-paris-agreement/cooperative-implementation 
· Guiding questions: 
· If first transfers of 6.4 units from outside the NDC were not required to be subject to corresponding adjustment, how could Parties ensure double use is avoided? What information would host Parties need to provide and when?
· Should there be a transition period for first transfers of 6.4 units from outside the NDC during which a corresponding adjustment is not required and if so, how long would that period be?
· Could there be an approach to avoiding double use for first transfers of 6.4 units from the perspective of use-restrictions (e.g., no use towards an NDC)?
LDC group 
· First question: do not agree with the assumption that outside can be acceptable under Article 6.4. Also not agree that CA could be dismissed, even in the context of outside NDC. All transfers of mitigations must be accounted for by the host Party.
· Second question: a transition period would undermine Article 6 integrity and market stability that encourages private stakeholder. Also risk of oversupply of units in the short term, like the CDM in the past and undermine Article 6 ambition
· Third question: alternative market for non-NDC units and non-NDC use even more dangerous, perverse incentives and undermine NDC ambition. Nothing should be outside of NDCs in the domain of Article 6.
AOSIS 
· AOSIS will be making a submission
· First question relies on a faulty premise, need for CA for Article 6 to function in coherent manner
· All first transfers of 6.4ERs must be subject to CA that matches the ton of volume of ERs for which issuance takes place. Otherwise difficulties, also with SOP units that come back to the market later and for OMGE to work. The CA gives the unit a value and incentivises private sector participation, with confidence double use is avoided.
· Second question: no transition period.
· Direct conflict with Paris Agreement. Article 6 activities should be limited to inside NDC, should also be for Article 6.4. In view of compromise, allowing for activities outside NDCs but only if CA is required for all project activities. Also need for same level of contextual information (avoid overselling, hot air, etc.)
· Third question: would be inconsistent with Article 6.4c, 6.4ERs must be usable. Could only receive support as a NMA under Article 6.8.
Egypt obo Arab Group 
· Arab group has made a submission on this issue
· In order to address guiding questions, wish to highlight a key principle that should be considered when developing 6.4 RMP and to determine application to CA and avoiding double use.
· Host Party shall not be required to apply CA for 6.4ERs from the mechanism, when these units are achieved from activities, policies and measures not covered by the NDC there is no risk for double use. Using Party must report on use of 6.4ERs and their serial numbers in BTRs. In addition to that, the receiving Party applies CA in any subsequent transfer. This ensures no double use.
· CA also not be applied for 6.4ERs from policies and measures that are additional. Article 6.4ERs in conditional parts of NDC should be considered additional.
· CA only applied if 6.4ERs are included in the transferring Parties’ NDC. Then to be applied only to quantified portion of the NDC. Quantifying by some key steps: 
· Identification of baseline scenario of policies and measures
· Mitigation scenario of the policies and measures
· Any ITMO generated between baseline and mitigation scenario subject to CA. Anything beyond not subject to CA.
· Methodologies should be developed by the host Party and approved by the Supervisory Body.
· Avoiding double use by linking registries, also outside the Paris regime. (not sure I got that correctly?)
LMDC 
· Any transfer of A6.4ERs outside NDC should not require CA. Accounting systems for NDC tracking would not capture these mitigation activities anyway, so why need for account for these adjustment for it to be considered “double use?”. It is important to encourage ambition and inclusion of more sectors and activities, this is up to host Parties to define what they define as inside. Economy-wide targets as precondition to participate is not in line with PA spirit.
· There are ways that project outside of NDC goals are not included if the NDCs are later on expanded, through the links of national registries and accounting systems that fall outside PA. Units only to be used in one system, under strict serial numbers. There will not be a huge issue with double counting.
Senegal
· Not had the chance to coordinate with AGN, not on these specific questions.
· The same rules we need to define and have safeguards to avoid double counting/double usage the same rules that apply to 6.4ERs will apply to 6.2 units by all schemes
· First question: The 6.4ER units can be used domestically, as RBF, voluntarily cancelled. Bearing that in mind, may not always be required to be subject to corresponding adjustment. But we need to fix that issue.
· If we agree on allowing for outside, we need to take some safeguards. A6.4ERs can be tracked through registry. If used for HC NDC, RBF or VC, then cancelled in the mechanisms’ registry. If they are now transferred internationally, need to find a way to have a link between HC registry, acquiring country registry and Article 6.2 infrastructure. If it comes to usage by CORSIA, on VCM, need to have the general oversight to track the different units.
· Second question: good to have limitation to exemption, could be this round of NDC until 2030.
· Third question: if agreed for this first round of NDCs, I don’t think we need to have additional restrictions. But what is needed is a robust tracking system that links the different registries, platforms, and databases, including outside NDC, such as CORSIA
Switzerland obo EIG
· EIG has submitted a submission
· There should not be a general exclusion of outside scope if the host Party choses to authorize it. Great opportunity to use Article 6 for expansion of NDC scope over time. But very essential to have coherent accounting approach. The main reason because of practical difficulty to differentiate between inside/outside and the potential perverse incentive.
· Question of how to define outside NDC scope in the context of Article 6? For EIG: “sectors and gases as defined in the NDC”. Every Party has the right to define how they want to define it. Should the host Party get a role in defining if activity is inside/outside NDC?
· Believe there is always need for CA. 
· Temporary exemption is an acknowledgement that there is a principle that we want to uphold but will not uphold. If a transition period is the needed compromise, the year would have to be as early as possible. Are there other possibilities than a temporary exemption?
· Third question: final use case to make differentiation. Ongoing debate also in voluntary markets and this is something that can be explored. There may be use cases that are not necessarily are an offsetting claim but a contributory claim and this can be discussed in the room as an alternative to a temporary exemption. If it is clear what the claim is, there may be cases where a CA is required. CA is required for any offsetting claim regardless of inside/outside.
Costa Rica obo AILAC
· Position has not changed. Assumptions implicit in questions are challenged by AILAC: assumes that there is a way other CA to avoid double use.
· First question: not possible to avoid double use without CA. No amount of information provided by host country could replace CA requirement.
· Second question: every ton that is transferred and claimed in a potential transition period is a ton that is directly deducted from our global ambition that is already painfully insufficient.
· Third question: the most interesting question. There should not be restriction-based loophole. But a few years back the term of “locked” credit was discussed that cannot be used by anybody until host country expanded the NDC. That might be workable. But most straightforward answer would be no: CA for everything.
Australia 
· Question goes to credibility of Article 6 and attractiveness of A6.4ERs to buyers that the units do make a difference and represent additional mitigation. Simplest way to demonstrate credibility is to apply a CA regardless of 6.2/6.4 and inside/outside. Would support integrity and tell a coherent story on international carbon markets and confidence for investors.
· First question: not possible to comply with text of PA if first transfers are not subject to CA. 
· Second question: temporary exemption was supported but is not supported by Parties that Australia thought would benefit from that. Also acknowledges challenges of identifying where an activity sits inside/outside. Inside NDC refers to sectors and gases. But there are quite diverse views here and that explains the problem of considering exemptions.
· Success of 6.4M is dependent on confidence in its integrity-> also directly impacts possibility of 6.4M to mobilise finance for adaptation. So, need to be very careful and mechanism must be operationalized for the long term. If temporary: clear delimitation, no backsliding. No arrangement should prevent CA by host country. Market participants should know whether a unit has a CA or not.
· Results-based finance could be exempted if there is market demand for this. But need to ensure that the mechanism delivers units that can be used for NDC. And that would leave to two different unit types and need to avoid confusion for market-participants. Not straightforward, but open to consider it.
· If market is not credible, costs to achieve the PA will increase and ability of PA to take ambitious action will decrease.
New Zealand
· A submission has been made.
· First question: CA must be applied, this was agreed in PA.
· Second question: a transition period would undermine environmental integrity, conscious of perverse incentives, Article 6 rules must allow highest ambition.
· Third question: open to explore contribution claims and may not require CA; transparency would be key here and that may lead to a two-track system and consumers should understand what they are purchasing.
Philippines
· First question: we should learn from experience of CDM. PA enables us to have a clear accounting system and critical elements are origin and destination. In KP period there was no accounting base for the host Parties. Pre-2020 CERs should no longer be used if generated before IPCC SR 1.5. NDC reporting protocols should deliver the necessary information, e.g., on accounting basis from NDC.
· Second question: Need for rapid start of mechanism. Strongly suggest duration of transition period is set reasonably, focused on establishing robust reporting and recording system instead of negotiating what to do with unused CERs. Need for a scientifically accepted mechanism.
· Third question: there should not be any compliance attribution for any pre-2020 units. If the context is NDC, the eligibility claim can be considered. Clear and operational decision by CMA.
Solomon Islands
· LDC group has made a significant contribution here. While many NDCs are not economy wide, we feel that consequence of not having a CA is worse for LDC through impacts on environmental integrity.
· Not appropriate to consider a transitional period, as we have very low levels of ambition under current NDCs. 
· On question three: we would never agree on which activities would be eligible for NDC use. Would just prolong negotiations. 
· Anything outside NDC should be an Article 6.8 discussion. CA needed upfront.
Canada
· First question: clear prohibition for double counting in PA.
· Third question: requirement to apply CA does depend on the specific use the host country has authorized the use for. Use cases is helpful. If among the use cases its use towards other Parties NDCs or other purposes, then becomes an ITMOs. A6.4M needs procedures to work for Parties as a cooperative approach and differentiate use cases. Does not agree that 6.4c prohibits non-NDC use cases. 6.4M should be able to generate units for domestic carbon pricing schemes, there is no need for CA, as no international transfer. Similarly, RBF. These are good policies and mechanism shall allow that. That creates two classes of units and we will need procedures for that.
· Second question: opposed to grace period. Need to see clearer and more transparent information on what is inside/outside NDC. Many NDCs are ambiguous and opaque. Without the information to know scope of grace period, we can only assume the worst.
Japan
· First question: we need to avoid double counting, this is a key principle of the PA. We need to apply CA both inside and outside. CA is the only way to ensure avoidance of double counting. Information that is provided by Parties will be for the 6.4M at the time of authorisation when they become ITMOs. Before transfer, need for host Party authorisation. And this is important, gives assurance of applying CA. If authorisation is not provided, there is no need for CA, but recognises as 6.4ERs. Two cases needs to be clarity on this.
· Second question: recognise this is a compromise option, but because the distinction inside/outside is very difficult, applying an interim period, we need to be very cautious from environmental integrity point of view.
· As of April 2021, many Parties submitted updated NDCs. 191 NDCs submitted so far. Among this, 27% mention all gases, 73% partially mention gases or not mention gases. 44% of NDCs are only partially mentioning sectors, 2% not mentioning sectors. Even looking at sectors/gases that is not clearly defined. Then Madrid text also refers to “among other” categories not covered. This is not clear. Any transitional period would require carefuly consideration and better definition of outside NDC based on the NDCs submitted so far.
South Africa
· Questions have a lot of assumptions, and questions should be balanced, as they go against several positions.
· The accounting element of Article 6 is crucial for the credibility of the units. In the last few months, with meetings in the business sector and constituencies around the world there is a growing concern that markets cannot deliver on net zero. And not having CA for compliance markets exacerbates that credibility problems.
· Questions contravene some principles of environmental integrity. Questions ask how much willingness there is to compromise on environmental integrity answer is not at all.
· In the end it is a buyer decision. RSA wants to be able to offer credible units to buyers, with CA. Accounting elements of Article 6 must be watertight.
Singapore 
· First question: agrees with LDC, AOSIS, AILAC, etc. Wants consistent application of CA 6.2/6.4 inside/outside. Requirement recognises two realities: challenging to demonstrate link to scope of gases covered by NDC; not create perverse incentives.
· Ideal option: Option A of version 2 text.
· Second question: preference is no transition period. Instead, consistent treatment with 6.2. At the same time understand alternative views expressed. Time-bound exemption could be a compromise.
· Third question: need to understand better use cases that do not require CA, e.g. use towards own domestic compliance systems. Where the units are internationally transferred or used for other international mitigation purposes, would need to understand implications of any claims and implications of CA exemptions. Complex issue but envisage a world with coherent accounting rules.
Brazil
· Will not raise original position. This subject is linked with others to have satisfactory outcome.
· First question: need to understand logic of CA and define double use. CA are just one tool to avoid double counting. Double use only between 2 NDCs. If A6.4ERs generated outside NDC, CA would not serve the purpose it was created for.
· Supervisory Body should assess alongside additionality whether an activity is being covered by NDC, taking into account information by DNA by host country.
· Brazil supports that any rule is mandatory (no opt out) as to avoid perverse incentives and discrimination.
· Brazil can support idea of transitional period as compromise.
· Need for time to better understand link between individual activities and national accounting, transitional period needed to build capacities.
· Adoption of permanent rule to inside/outside after transitional period should be conditional to capacity building activities by developed Parties.
· Need common denominator for transition period, should not create additional uncertainties. When choosing length take into account capacity building activities.
· Transition period to get action to start on the ground, presents an actual middle-ground.
· On third question: keep an open mind to explore this. Do not oppose use-restrictions but hear concerns with creation of two types of units.
China
· Register disappointment that Parties are stepping back very quickly. We are here to try to bridge the differences. If we stick to our initial position, there is a need for meetings.
· First question: if credits are generated outside scope, there is no double use. 
· Grace period was a logical compromise to prevent perverse incentives. 
· Grace period should last until 2030.
· Third question: there should be no restriction of use. Transparency is very important. For host Party should be encouraged to report information on generation of units outside scope NDC in grace period.
· There should be no CA for NDC outside scope. To bridge the gap could go along with idea of grace period. We are discussing 6.4, not 6.2. 
USA 
· Acknowledge transition period was a proposed compromise with an opt-out period. 
· Questions on the topic approach exemptions as a given and it is not safe to assume that this is the starting point of discussion.
· All questions seem to recognise CA are ultimately valid and needed, so why a transitional period? We need to accelerate mitigation in immediate term.
· We know that allowing for outside is a clear perverse incentive to obscure NDC scope. This has implication beyond Article 6. Text should also not obscure how we refer to NDC scope, 6.2 text is much clearer.
· Addressing the issue through registry transparency can be valid if seen as complementary to CA not replacement.
· There may be legitimate use cases where CA is not needed: domestic markets, RBF. This could be an interesting area to explore, and some crediting systems have relevant experience here. In the context of a carbon constrained future, these other use cases will be increasingly relevant if not common and could be an alternative for Parties that want to attract investments but where scope does not allow for transfers.
EU
· CA is the only approach we have to ensure no double counting. It is a very elegant approach that can be applied across many NDC type.
· Would be unwise to allow for an increase in emissions without CA. 
· Interested in discussing more uses of units that do not require a CA but no offsetting use should be able without CA.
· Initial position, that markets should happen within scope of NDC. Now also proposing use of markets outside, with CA as central safeguard. Not a sufficient mechanism, e.g. in the question of removals and reversals.
· On framing of opt-out or transitional period, recognise the hierarchy of options. An opt-out for a specific period and specific Party is quite defined. A general rule of exemption gives no confidence on environmental integrity. Not acceptable is unclarity on sector and gas. Need to be clear on definition, time period, and clarity on risks.
· Recognise capacity constraints, that could be addressed by providing capacity building through the mechanism.
AOSIS
· There should not be two classes of A6.4ERs, with and without CA. If no CA issue with OMGE and SOP application.
· On domestic use point: for a coherent reading, we need to have a situation where all of 6.4 addresses SOP and OMGE. That is not possible with domestic use without CA. So CA would have to be applied twice: once for first transfer and then for domestic use. 
Senegal
· If we have a SOP in 6.4 units and that percentage is sold by Adaptation Fund and maybe used for compliance, so that share needs a CA. But if the 98% are used domestically, no need to apply CA for them.
Canada
· Not wedded to the two track system, does not need Article 6M in domestic system, but other countries have used CDM for that purpose. CDM was also used for climate finance. Distinction by use case would be a solution.
LMDC
· Agree that there is a need for a global ledger that takes into consideration overall mitigation of different gases is required to keep track and avoid double counting. But NDC accounting and emission balance applications are not the same! Participation in Article 6 is voluntary, and there is flexibility in conceiving NDCs for developing countries. Requiring CA for outside NDC pushes country to act as if they would have an economy wide NDC and that would not be aligned with PA principle. Gives certain countries a handicap.
AILAC
· On the two track issue: can see the points made by both sides. There are ways to make this work. Not have a strong opinion yet. If enforce CA for every unit, you do not cut off own use. You just apply the CA backwards. Maybe just an unnecessary loop but does not impact your ability to use your mechanism. This is a policy question, does not cut-off action. Maybe coherence and efficiency issue but both options can be operationalised.
· On the flexibility of CA: Participation in Article 6 is voluntary and this gives you flexibility. By participation in mechanism there will inevitably be rules for participation. Exemptions punish countries that put forward economy-wide NDCs if other countries can export without CA.
Japan
· On domestic use through 6.4: we need to bear in mind that Article 6 must contribute to each countries’ NDC. A6.4ERs could also be used towards host country NDC. There is some caution of A6.4ERs to be retained by host country. Information must be provided in transparent way through registries to track issuance, the portion of 6.4ERs authorized as ITMOs by host country. 
China
· Not here to discuss use of credits for domestic purpose, totally different issue that should not be addressed here.
· Article 6.4 is voluntary system, but the choice by Parties to whether to participate will be based on decisions. Not appropriate to exclude Parties through the rules. If we cannot agree on rules than there will be no Article 6.4 mechanism. Parties can design their own mechanisms under Article 6.2. 
Egypt obo Arab Group
· We acknowledge that participation in article 6 is voluntary, but should also be inclusive
· Article 6 shall not define NDC
· On 6.4c. We see 6.4c clearly state and address the issue at hand. 
Senegal
· We should keep in mind for environmental integrity and balance between 6.2 and 6.4, the units should follow the same rule.
EU 
· Questions:
· What would be transition period (Brazil submission not very clear)?
· Would that proposal exclude host countries to apply CA? Or would there be an “opt-in”?
· How can a Party adjust without clarity on its NDC on scope and gases? 
· When defining inside/outside in reference to policies, does that also refer to policies associated with NDCs? NDC is presumably not just represented by current policies but would require additional ones?
Brazil
· Length of transition period: one rule should be applied homogenously, the length period should be common to everyone and take into account challenges to develop capacities. Should at least not create burden in middle of NDC implementation period. Not in position to discuss number.
· Host countries are to define NDC in their own terms and they can provide detail on measures and policies and indicators.
· On reversals for outside NDC: this would need to be addressed by a more refined accounting system to deal with that impact at activity level. Other measures such as buffers could be explored to deal with that.
· There should not be a perverse incentives to introduce discriminatory practices.
Solomon Islands
· Even policies require a corresponding adjustments.
Egypt obo Arab Group
· Scope of NDC is activities, measures and policies, not sectors and gases
· NDCs talk about intended policies to be implemented in the future. 
New Zealand
· No buying country that is committed to Article 6.1 will be interested in units without CA. So need for clarity for buyer purchases.
Senegal
· Opt in is possible through submission of new NDC that includes the sector in their NDC.
Switzerland obo Environmental Integrity Group
· Egypt proposal is interesting but presupposes that one knows what the end result of an NDC is. But host countries will have to authorize ahead of project being implemented. Will be very difficult for host country to understand whether the emission reduction would fall into scope of NDC. 
· On the opt-in: Can we exclude an opt in/voluntary accounting? No opt-in would be troubling
Canada
· Wants to emphasize importance of buyer confidence, no buyer confidence leads to no markets.
· On use for domestic markets: a host country may want to only credit higher hanging fruit through Article 6.4 M. Would have to build in way for host Parties to distinguish between the type of units it wants to be usable domestically and that would be usable internationally. Authorisation for use cases or different types of units?
EU
· Need to delve into questions further to better understand proposal. Need to understand whether Brazil/Egypt proposal is to have no CA if not defined for scope and gases.
China
· Should apply voluntary CA
· Option to make CA fully voluntary and a host country choice.
USA
· On domestic use cases: if concern is that the units surrendered for SOP, the proposal to make +1/-1 adjustments seems to be burdensome rather than having CA only for that SOP percentage at issuance.
· Clarity and simplicity of authorisation to clarify use cases that can then be tracked in registries. Recent discussion that merits some time, including in between Parties and in technical dialogues on how best to approach that. It’s worth exploring.
· Do not see a basis to prohibit Parties to apply corresponding adjustments.
The Gambia
· Intrigued by discussion on use cases and coherence and two-track system. Always understanding that 64ERs could be used towards very different use cases, including RBF and domestic use. Now puzzled that that would mean a two-track system. Always one sort of unit that is following a process. Only after issuance the use case would came. Use case can also be determined at later stage. In A6.4ER text is a distinction between approval and authorisation. Just allow host country to decide on use case after units have been issued.
Brazil
· If a host country wishes to apply CA it can cover the activity in NDC. Interest here is compromise that delivers a global rule. Not introduce differentiation and discrimination.
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