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EXECUTIVE SUMMARY

Ukraine is developing the institutional framework for Article 6 alongside its
domestic carbon pricing architecture, while progressing towards EU accession and
addressing the profound distortions caused by russia’s full-scale war. These
processes make decisions on the generation, authorization, and transfer of
mitigation outcomes particularly consequential for Ukraine’s long-term climate
policy.

This analytical paper examines the architecture of Article 6 of the Paris
Agreement and its key operational elements. It explores the rationale for
participation in Article 6 cooperation, as well as the associated benefits, risks, and
implementation challenges. The paper argues that in the Ukrainian context, the
success of participation under Article 6 should be assessed not primarily by the
volume of mitigation outcomes transferred, but by the extent to which it strengthens
domestic climate governance and advances long-term decarbonization objectives.

The following key considerations are highlighted for Ukraine:

Wartime emissions trajectories pose challenges for baseline setting and
additionality: emission reductions resulting from economic contraction or destruction
should not be treated as transferable mitigation outcomes, while emissions caused by the
war need to be clearly distinguished from structural mitigation.

International transfers may provide access to investment and revenues but also create
opportunity costs, as transferred outcomes are no longer available towards Ukraine’s
own NDC. Ukraine therefore needs clear criteria for determining what may be
transferred and what should remain available for domestic mitigation. Thus,
authorization decisions should assess whether the transfer price and associated
investment, technology and capacity-building benefits justify the opportunity cost
created by the corresponding adjustment.



Article 6 should be aligned with Ukraine’s EU accession and future ETS: decisions on
participation should account for domestic compliance needs, CBAM exposure, and
approximation to the EU acquis. Inter alia, activities that strengthen domestic
decarbonization are more valuable strategically than those focused primarily on
generating transferable units.

Article 6 market mechanisms will not suit every reconstruction need. Article 6.8 may
provide a complementary avenue for cooperation where reconstruction priorities are
poorly suited to carbon crediting, including through technology transfer and capacity-

building.

Transparency and social safeguards are essential to credible participation. Thus,
public access to information, stakeholder engagement, and grievance mechanisms should
be incorporated into the governance of Article 6 activities from the outset.




LIST OF ABBREVIATIONS

CBAM Carbon Border Adjustment Mechanism
cbM Clean Development Mechanism

ERs emissions reductions

ETS emissions trading system

GHG Greenhouse gas emissions

J Joint Implementation

ITMOs internationally transferred mitigation outcomes
MRV monitoring, reporting and verification
NDCs nationally determined contributions
NMA non-market approaches

PACM Paris Agreement Crediting Mechanism




|. CARBON MARKETS AND PRICING MECHANISMS:
FROM DOMESTIC SYSTEMS TO
ARTICLE 6 COOPERATION

Carbon pricing has become one of the major instruments of climate policy,
aimed at internalizing the external costs of greenhouse gas (GHG) emissions and
aligning economic incentives with climate objectives. By assigning a monetary value
to emissions, carbon pricing operationalizes the “polluter pays” principle and is
expected to enable cost-effective mitigation across sectors.’

Carbon pricing encompasses a range of instruments, including carbon taxes,
emissions trading systems (ETS), and crediting mechanisms. While carbon taxes fix
the price of emissions, ETS establishes a cap on total emissions and enables trading
of allowances. Crediting mechanisms, in turn, generate tradable units based on
verified emission reductions or removals. Together, these instruments form the
architecture of carbon pricing systems.

From a governance perspective, carbon markets operate at multiple levels.
Governments establish domestic and regional markets to achieve legally binding
climate targets. Under Article 6 of the Paris Agreement, international carbon market
cooperation has gained prominence. The Article enables cooperation between
countries by providing a framework for the transfer of mitigation outcomes across
borders.? A mitigation outcome represents a quantified emission reduction or
removal achieved in one country. If authorized for international transfer, it may be
acquired and used by another country towards its NDC or for another recognized
purpose. Such transfers can occur through country-led cooperative approaches
under Article 6.2 or through the UN-supervised crediting mechanism established
under Article 6.4, while Article 6.8 provides for cooperation without the transfer of
carbon units.

' About carbon pricing. UNFCCC. URL: https://unfccc.int/about-us/regional-collaboration-centres/the-
ciaca/about-carbon-pricing

2 Article 6 of the Paris Agreement. UNFCCC. URL: https://unfccc.int/process-and-meetings/the-paris-
agreement/article6




In the context of growing financial needs for achieving climate goals,
increasing ambition of Parties’ NDCs, and the persistent gap in climate finance,’®
Article 6 is widely regarded as a tool for mobilizing additional finance for climate
action and improving the overall cost-effectiveness of global decarbonization efforts.

At the same time, Article 6 raises important governance challenges.

For countries that already operate a mature domestic carbon market, Article
6 is mainly a linking question. For Ukraine, however, which is simultaneously
developing domestic carbon pricing systems and exploring participation in
international carbon market mechanisms, Article 6 is not an external layer added
later. Instead, it becomes part of the initial design environment of its domestic
carbon pricing system. Understanding the design and functioning of Article 6 is,
therefore, essential for assessing the implications of the Article on Ukraine’s national
climate policy.

3 Although transfers under the Paris agreement should not be considered a form of climate finance,
as they primarily involve the exchange of mitigation outcomes, not the provision of financial
resources per se.



Il. ARTICLE 6 - WHAT IS IN IT?

Article 6 establishes a legal framework for the transfer of emission reduction
outcomes between countries and is intended to enable the functioning of global
carbon markets following the expiration of the Kyoto Protocol mechanisms.

In this regard, Article 6 is embedded in the long-term objective of the Paris
Agreement, namely “to achieve a balance between anthropogenic emissions by
sources and removals by sinks of greenhouse gases in the second half of this
century”. Article 6 establishes three forms of voluntary international cooperation.”
Articles 6.2-6.3 govern country-led cooperative approaches involving internationally
transferred mitigation outcomes; Articles 6.4-6.7 establish a centralized UN-
supervised crediting mechanism; and Articles 6.8-6.9 provide a framework for non-
market approaches. All three are intended to support higher ambition, sustainable
development and environmental integrity.

2.1. From Kyoto Protocol Mechanisms to Article 6 of the Paris Agreement:
what has changed?

Article 6 builds on the experience of the Kyoto Protocol's market-based
instruments, while introducing significant conceptual and institutional changes.
Whereas the Kyoto Protocol relied on centrally governed mechanisms such as the
Clean Development Mechanism (CDM), Joint Implementation (JI), and International
Emissions Trading (ET), Article 6 adopts a more decentralized and nationally driven
approach.®

A fundamental difference lies in the role of NDCs. Under the Kyoto Protocol,
only ‘developed’ countries (Annex | Parties) had binding emission reduction targets,

“ The Paris Agreement. UNFCCC. URL:
https://unfccc.int/sites/default/files/resource/parisagreement_publication.pdf

> Mechanisms under the Kyoto Protocol. UNFCCC. URL: https://unfccc.int/process/the-kyoto-
protocol/mechanisms

® Article 6 of the Paris Agreement. UNFCCC. URL: https://unfccc.int/process-and-meetings/the-paris-
agreement/article6




and market mechanisms were primarily designed to help them meet these
commitments. In contrast, the Paris Agreement is based on universal participation,

with all Parties submitting NDCs.’

This shift fundamentally changes the incentives of the host countries. Because
transferred mitigation outcomes are no longer available for achieving their own
NDCs, over-crediting or transferring too many mitigation outcomes may make it
more costly to achieve their domestic climate targets. Therefore, host countries have
a direct interest in ensuring the integrity of the outcomes they authorize through
robust MRV systems, conservative baselines, and credible additionality assessments.

Whilst Article 6 aims to place stronger emphasis on environmental integrity,
transparency, and accounting than the Kyoto mechanisms, concerns regarding
environmental integrity persist. The COP30 negotiations on the implementation of
Article 6.4 demonstrated continued pressure to weaken key integrity safeguards
related to rules on permanence, baselines, and leakage.® Similarly, the transition of
projects from the CDM into the Paris Agreement Crediting Mechanism (PACM) under
Article 6.4 has raised concerns that a substantial volume of low-quality legacy credits
could enter the new system.

Ukraine was the largest host country in terms of ERU issuance and, together
with Russia, accounted for around 90% of all Emission Reduction Units issued under
the JI mechanism. This experience also became associated with substantial
environmental-integrity concerns. Ex-post assessments of JI found that a large share
of issued ERUs came from project types for which additionality was questionable, or
emission reductions were likely to have been overestimated. Projects in Ukraine
were of particular concern: for some of the most common project types in the two
countries, additionality was found not to be plausible, and over-crediting was
considered likely to be significant.® Ukraine’s ]I experience therefore provides an

” Nationally Determined Contributions (NDCs). UNFCCC. URL: https://unfccc.int/process-and-
meetings/the-paris-agreement/nationally-determined-contributions-ndcs

8 COP30: Attempts to dilute inadequate carbon market rules thwarted. UNFCCC. URL:
https://carbonmarketwatch.org/2025/11/22/cop30-attempts-to-dilute-inadequate-carbon-market-
rules-thwarted

? Kollmuss A., Schneider L., Zhezherin V. Has Joint Implementation reduced GHG emissions? Lessons
learned for the design of carbon market mechanisms. Stockholm Environment Institute. Working
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important historical lesson for its participation under Article 6, highlighting the
importance of robust additionality requirements, conservative crediting, and
effective oversight to safeguard the environmental integrity of carbon units.

2.2 Key concepts of Article 6 aiming to ensure environmental integrity

The transfer of mitigation outcomes in the form of ITMOs creates the risk that
the same emission reduction could be counted by both the transferring and the
acquiring Party. That would undermine the integrity of the system. Hence, Article 6
establishes some safeguards to prevent such double-counting: Parties participating
in cooperative approaches under Article 6.2 must establish national systems capable
of monitoring, reporting, and verifying mitigation outcomes. These Monitoring,
Reporting and Verification (MRV) systems provide the information necessary to
quantify mitigation outcomes and are a precondition for transferring ITMOs. When
such an ITMO is transferred, the host country must adjust its accounting to ensure
that the transferred mitigation outcome is no longer counted toward its own NDC,
while the acquiring Party makes a corresponding adjustment to reflect its use. Such
corresponding adjustments, therefore, constitute a fundamental safeguard for
maintaining the integrity of international carbon market transactions. The
corresponding-adjustment requirement is not limited to mitigation outcomes
generated under Article 6.2: emission reductions issued under Article 6.4 also
become ITMOs and trigger corresponding adjustments when they are authorized
and first transferred for use towards another Party’s NDC or for another international
mitigation purpose. Importantly, not all emission reductions issued under Article
6.4 need to be authorized for international use. A6.4ERs authorized by the host
Party for use towards another Party’'s NDC or for other international mitigation
purposes are subject to corresponding adjustments and may become ITMOs upon
first transfer. By contrast, non-authorized A6.4ERs are issued as mitigation
contribution units (MCUs). These units do not trigger corresponding adjustments and
may contribute to mitigation in the host country. The distinction gives host countries

Paper 2015-07, August 2015. URL:
https://www.sei.org/mediamanager/documents/Publications/Climate/SEI-WP-2015-07-JI-lessons-for-
carbon-mechs.pdf
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an important strategic choice over whether emission reductions generated under
Article 6.4 should be authorized for international use or remain as mitigation
contributions.

Closely linked to MRV are national registries, which record the authorization,
transfer, acquisition, use, and cancellation of ITMOs. Registries play a critical role in
ensuring transparency and traceability of transactions. At the same time, regular
reporting through Biennial Transparency Reports (BTRs) enables Parties and the
international community to monitor the application of corresponding adjustments
and assess the consistency of accounting practices.

Participation further requires clear authorization procedures through which
Parties approve the international transfer or use of mitigation outcomes as
authorization creates accounting obligations for the host Party. Authorization should
specify its duration and the conditions under which it may be changed. Once
mitigation outcomes have been first transferred, changes are generally restricted to
protect the consistency of accounting.

However, the credibility of ITMOs depends not only on accounting but also on
whether the underlying mitigation outcome is genuinely additional. Additionality
requires that the mitigation would not have occurred without the credited activity,
while the baseline represents the counterfactual emissions against which the
mitigation outcome is calculated. If the baseline is too high, the credited reduction
will be exaggerated. If it is too low, the mechanism may under-credit genuinely
additional mitigation. In both cases, the quality of the ITMO is affected.

2.3. Forms of cooperation under Article 6 of the Paris Agreement

The cooperative approach (Article 6.2)

Article 6.2"° allows parties to trade ITMOs in bilateral or plurilateral
arrangements.

10 Decision -/CMA.7 [advanced unedited version] Implementation of the guidance on cooperative
approaches referred to in Article 6, paragraph 2, of the Paris Agreement. UNFCCC. URL:
https://unfccc.int/sites/default/files/resource/cma7_15a_Art6.2_AUV.pdf
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Within this framework, countries determine the structure of their
arrangements, including the types of mitigation activities that may be implemented
under such approaches. These activities may take the form of individual projects,

1,12

programs of activities, or broader sectoral interventions if they generate

mitigation outcomes that can be transferred between participating countries.

The participating Parties remain responsible for authorization, accounting,
transparency, and corresponding adjustments. Importantly, mitigation activities are
expected to contribute to a higher level of ambition (6.1). Thus, the flexibility of 6.2
makes the quality of rigorous MRV, robust baseline setting, and public reporting
particularly consequential.

Potential advantages. Article 6.2 cooperation can mobilize investment in
mitigation activities and may generate public revenues for the host country. Public
revenues can arise where governments sell ITMOs directly or impose fees or levies on
their authorization and transfer. If these revenues are reinvested in additional
mitigation activities, they can help countries achieve their NDCs and compensate for
some of the mitigation outcomes transferred abroad.

Article 6.2 cooperation may also facilitate the deployment of mitigation
technologies that are technically available but not yet commercially viable in the host
country - often referred to as “high-hanging fruit”. Revenues from ITMO transfers can
improve project returns or close financing gaps, while cooperation agreements may
include technical assistance, knowledge transfer, or access to specialized equipment.
However, access to technology is not guaranteed by Article 6.2 itself; it depends on
the design of the cooperative arrangement and the underlying mitigation activities.

! Decision 2/CMA.3 Guidance on cooperative approaches referred to in Article 6, paragraph 2, of the
Paris Agreement. UNFCCC. URL: https://unfccc.int/sites/default/files/resource/cma2021_10a01E.pdf
'2 The landscape of Article 6 implementation. Climate Finance Innovators, November 2023. URL:
https://www.carbon-
mechanisms.de/fileadmin/media/dokumente/Publikationen/Bericht/CFI_Guidebook-2023-
Landscape-of-article-6-implementation-1.pdf
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Risks. The abovementioned benefits must be weighed against possible
risks.

First, weak accounting frameworks or inconsistent application of
corresponding adjustments may lead to double-counting and inflated emission
reductions at the global level.

Second, robust accounting does not by itself guarantee that the underlying
mitigation outcome represents a genuine climate benefit. Weak baselines, or
inadequate treatment of leakage and reversals, may result in the generation of
low-integrity units that do not deliver genuine emission reductions and put the
additionality of the cooperation at risk. This risk is especially relevant for Article
6.2, where participating Parties largely determine the methodologies applicable to
their cooperative approach at the level of bilateral agreements.

Third, host countries face the risk of over-transfer of mitigation outcomes
and associated opportunity costs. If countries transfer a significant share of
their mitigation outcomes abroad, they may face increased costs in meeting their
NDCs, potentially requiring more expensive domestic abatement measures at a
later stage. This raises questions about the strategic allocation of mitigation
potential and highlights the importance of retaining sufficient mitigation potential
for domestic target achievement and authorizing transfers only where the
expected revenues and wider benefits justify the associated opportunity costs.
Finally, Article 6.2 cooperation entails governance and transaction costs.
Establishing authorization procedures, MRV systems, registries, contractual
arrangements, and reporting capacity requires public resources and
administrative expertise. Thus, Article 6.2 activities may absorb scarce funding or
administrative capacity that could otherwise support other productive
investments. Conversely, mitigation investments can themselves raise
productivity. Whether Article 6.2 crowds out or mobilizes productive investment
therefore depends on project selection, financing arrangements, the extent to
which international carbon revenues bring genuinely additional capital into the
host country, and whether supported activities are aligned with national
development priorities.

14



The centralized approach (Article 6.4)

The Paris Agreement Crediting Mechanism (PACM) is a centrally governed
mechanism operating under a supervisory body established by the Parties (under the
auspices of the UNFCCC)."® PACM issues credits for emission reductions achieved in
host countries, subject to common methodologies and oversight intended to ensure
high-quality, credible credits and sustainable development co-benefits. Unlike 6.2's
bespoke bilateral flexibility, 6.4 provides standardization: approved methodologies,
centralized validation/verification, and a registry.” Another difference from Article 6.2
is that PACM also includes mandatory contributions to adaptation finance and
overall mitigation in global emissions. At issuance, 5% of issued A6.4ERs are
transferred to an account held by the Adaptation Fund. In addition, at least 2% of
issued A6.4ERs are mandatorily cancelled to deliver overall mitigation in global
emissions (OMGE),"> meaning that these units cannot be used by any Party or entity
towards mitigation targets. These requirements affect the volume of credits available
for transfer and the potential revenues associated with a mitigation activity.

Advantages. More standardized procedures may simplify the assessment of
project quality across jurisdictions and reduce uncertainty for market participants.
This may increase the acceptability of Article 6.4 credits for buyers seeking greater
confidence in the environmental credibility of mitigation outcomes. For host
countries, 6.4 participation may support investment flows into mitigation activities
associated with broader sustainable development objectives.

3 Article 6.4  Supervisory  Body. UNFCCC. URL: https://unfccc.int/process-and-
meetings/bodies/constituted-bodies/article-64-supervisory-body

% Article 6.4 Supervisory Body. UNFCCC. URL: https://unfccc.int/process-and-
meetings/bodies/constituted-bodies/article-64-supervisory-body

1> Decision 3/CMA.3 Rules, modalities and procedures for the mechanism established by Article 6,
paragraph 4, of the Paris Agreement. UNFCCC. URL:
https://unfccc.int/sites/default/files/resource/cma2021_10_add1_adv.pdf#page=25

15



Risks. However, standardized rules may limit the eligibility of certain activities.
Methodology approval can be slow, and reliance on a global market exposes host
countries to price volatility. These constraints may affect both the accessibility and
predictability of participation in the Article 6.4 mechanism. Lengthy methodology
development and approval processes can delay project implementation and credit
issuance, while standardized eligibility requirements may exclude certain mitigation
activities that do not fit approved methodological approaches.

The non-market approaches (Article 6.8)

Article 6.8 recognizes that international climate cooperation does not have
to always rely on market transfers but can also be embedded in non-market
approaches (NMA). NMAs can mobilize technology transfer, capacity building, and
policy coordination that support mitigation/adaptation without transferring
mitigation outcomes abroad. NMAs are designed to facilitate integrated, holistic
forms of cooperation that address structural barriers to climate action, particularly
where the use of market instruments would be insufficient or inappropriate.

This complementary function may be particularly relevant for Ukraine under
wartime and post-war conditions. Damage to infrastructure and limited
administrative capacity can make project-level monitoring, authorization, and
accounting difficult in some sectors and regions. NMAs could support integrated
programs for green reconstruction and may generate mitigation alongside
adaptation and social benefits that carbon markets often undervalue.

Ukraine has already designated an Article 6.8 national focal point and notified
the UNFCCC accordingly.'® This enables Ukraine to formally record NMAs on the
UNFCCC NMA Platform and use the platform to share information and coordinate
with potential partner countries and support providers.

16 | jst of national focal points for Article 6.8. UNFCCC, 2026, July 3. URL: https://unfccc.int/process-
and-meetings/the-paris-agreement/nma-platform/list-of-NFPs-A6-8
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lll.  UKRAINE'S ARTICLE 6 ENGAGEMENT:
OPPORTUNITIES, RISKS, AND GOVERNANCE
CHALLENGES

3.1 Strategic relevance

Ukraine faces the need to mobilize vast financial resources for post-war
recovery and green reconstruction. In this context, Ukraine’s motivation to engage in
Article 6 is clear: if implemented at scale, the mechanism can become one channel
for financing Ukraine’s reconstruction and green transition. Article 6 is therefore
increasingly seen as a potentially valuable tool for the broader international
cooperation Ukraine requires. However, it does not come without risks, as
elaborated below.

3.2 Absence of a mature carbon market and still to be developed Article 6
accounting infrastructure

Currently, Ukraine is moving from developing to implementing the domestic
legal and procedural basis to make Article 6 operational through a Cabinet of
Ministers resolution. On 17 June 2026, the Cabinet of Ministers approved a two-year
pilot framework establishing national procedures for the authorization, issuance,
and transfer of mitigation outcomes, the application of corresponding adjustments,
and the operation of a national carbon registry."”” The purpose of this regulatory
package is to establish, in practical terms, the national authorization arrangements
and the registry-related procedures needed to track authorized mitigation outcomes,
including their transfer and use as ITMOs, and to meet the associated reporting
requirements.

Ukraine is not starting from scratch in terms of MRV. Law No. 377-IX of 12
December 20198 established a system for the monitoring, reporting, and verification

7 Resolution of the Cabinet of Ministers of Ukraine No. 766 of June 10, 2026 “On the implementation
of a pilot project on the implementation of certain provision of Article 6 of the Paris Agreement”.
URL: https://zakon.rada.gov.ua/laws/show/766-2026-%D0%BF#Text

18 The Law of Ukraine “On the principles of monitoring, reporting, and verification of greenhouse gas
emissions” No. 377-1X of December 12, 2019. URL: https://zakon.rada.gov.ua/laws/show/377-
20#Text

17



of greenhouse gas emissions at the installation level, which has been operational
since 2021. It includes a Unified MRV Registry for collecting and managing
information on covered installations and their emissions. Ukraine is doing this while
its domestic carbon pricing framework, including a future ETS, is still under
formation.

At the same time, the existing installation-level MRV system does not by itself
provide the full infrastructure required for Article 6 cooperation. Ukraine must
operationalize its Article 6-specific registry, authorization procedures,
corresponding-adjustment accounting, reporting arrangements and NDC-level
tracking. It must also ensure that project- or program-level mitigation outcomes can
be reconciled with the national greenhouse-gas inventory and Ukraine’s progress
towards its NDC. Further development and strengthening of MRV-related
infrastructure and emissions accounting systems remain necessary for the effective
implementation of carbon market mechanisms. This creates a sequencing problem:
Article 6 transactions require credible accounting, authorization, tracking, and
corresponding adjustments, while the Article 6-specific infrastructure needed to
connect individual mitigation outcomes to national emissions and NDC accounting is
only now being operationalized.

Thus, the risk is institutional fragmentation. If Article 6 mechanisms develop
faster than the relevant registries and domestic carbon pricing rules, Ukraine may
authorize mitigation outcomes without having a clear national system for tracking
their implications for national emissions and NDC achievement, avoiding double-
counting, assessing additionality, providing credible baselines, or understanding the
opportunity costs of transferred mitigation outcomes.

In this regard, participation in international carbon market cooperation under
Article 6 should not be viewed as a separate or isolated policy track, but rather as an
element that interacts directly with the overall architecture of domestic climate
governance.

3.3 Environmental integrity challenges

For Ukraine, the ongoing war itself constitutes a fundamental challenge to
ensuring the environmental integrity of Article 6 activities. Russia’s full-scale invasion
has disrupted economic activity, industrial production, infrastructure, investment

18



conditions, and institutional capacity and generated a separate and significant
category of war-related GHG emissions. According to estimates by the Initiative on
GHG Accounting of War, the war caused 311.4 mtCO,e of additional emissions over
the first four years of the full-scale invasion, including emissions from warfare,
landscape fires, damage to energy infrastructure, refugee movements, civil aviation
rerouting, and future reconstruction needs."” This creates a complex accounting
problem. Wartime emissions trajectories cannot be treated simply as a “new normal”
baseline, because they reflect both artificial emission reductions caused by economic
contraction and additional emissions directly attributable to the war. If these effects
are not carefully separated, Article 6 activities may either over-credit non-additional
reductions caused by wartime disruption or fail to account for the additional climate
damage caused by russia’s aggression.

3.4 Strategic management of mitigation outcomes

A central question concerns the balance between using mitigation outcomes
for domestic compliance and transferring them internationally. If mitigation
outcomes are transferred in excessive volumes, this may provide opportunities to
access external funding for Ukraine. At the same time, the economic benefits of
Article 6 engagement should be assessed carefully, as an over-allocation of
mitigation outcomes abroad may increase the long-term costs of achieving Ukraine’s
own climate targets. Thus, participation in cooperative approaches may involve
significant opportunity costs.

Without adequate safeguards, there is a risk that Ukraine's Article 6
participation could lead to the country’s over-reliance on external finance,
misallocation of mitigation efforts, or exposure to low-integrity carbon
crediting practices.

This means that effective participation requires the development of a coherent
national strategy for engagement with Article 6 mechanisms, which may include
identifying priority sectors for participation, determining which mitigation outcomes
should remain available for domestic compliance purposes, and establishing

19 Climate damage caused by russia’s war in Ukraine. 24 February 2022 - 23 February 2026. Initiative
on GHG Accounting on War, February 2026. URL: https://en.ecoaction.org.ua/wp-
content/uploads/2026/02/climate-damage-rusagression_48months_en-2s.pdf
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safeguards against over-transfer of mitigation outcomes that may later be needed
for achieving national climate targets.

Under Article 6.4, this strategic choice also concerns whether A6.4ERs should
be authorized for international use or issued as mitigation contribution units.
Authorization may facilitate access to international demand and revenues but
requires corresponding adjustments, thereby affecting the mitigation outcomes
available towards Ukraine’s own NDC. Ukraine should therefore assess authorization
decisions against the opportunity cost of transferring mitigation outcomes, and its
expected future domestic mitigation needs.

3.5 Social safeguards

Beyond technical and accounting risks, social safeguards also play a crucial
role. The implementation of mitigation activities may have direct impacts on local
communities, including land use changes, access to natural resources, and
livelihoods. Without adequate safeguards, there is a risk of insufficient stakeholder
engagement, a lack of transparency, and potential violations of local communities’
rights. Meaningful participation, access to information, and grievance mechanisms
should therefore be integral components of Article 6 implementation.

3.6 EU accession and ETS integration

Ukraine’s EU integration path creates an additional strategic issue: Article 6
implementation cannot be designed in isolation from Ukraine’s current and future
approximation to the EU climate acquis and potential integration with the EU ETS.
Rules developed today for authorizing, transferring, and using mitigation outcomes
may affect Ukraine’s future domestic carbon pricing system, industrial
decarbonization incentives, and compatibility with EU requirements.

The risk is that Ukraine could create an Article 6 framework that brings short-
term revenues from credit transfers but weakens long-term alignment with EU
climate policy. For example, excessive transfer of low-cost mitigation outcomes could
reduce the pool of reductions available for domestic NDC compliance. It could also
create inconsistent price signals if Article 6 credits, domestic carbon pricing, CBAM-
driven decarbonization measures, and future EU ETS alignment are not coordinated.

20



In the case of Ukraine, these governance implications are particularly relevant
given, among other things, administrative capacity constraints caused by the war and
the simultaneous need to harmonize domestic climate policy with European
requirements. At the same time, engagement with Article 6 may also create positive
institutional incentives by accelerating the development of a robust MRV system,
registries, transparency procedures, and climate-related governance capacities that
Ukraine will require in any case as part of its European integration process.




IV. POLICY RECOMMENDATIONS FOR UKRAINE

Ukraine’s implementation of Article 6 takes place under uniquely complex
conditions shaped by the ongoing war, the need for post-war reconstruction, the
development of domestic carbon pricing instruments, and the country’s gradual
approximation to the European Union climate acquis. In this context, the central
policy challenge is how Ukraine’s participation can be designed in a way that supports
domestic decarbonization, strengthens climate governance, and remains compatible
with the country’s long-term climate and European integration objectives.

Ukraine has already taken an important first step by adopting a two-year
experimental framework for the implementation of selected provisions of Article 6.
Cabinet of Ministers Resolution No. 766 establishes procedures for the authorization,
issuance and transfer of mitigation outcomes and provides the legal basis for
operating the National Carbon Registry. The policy priorities below are therefore not
intended to construct Ukraine’s Article 6 framework from scratch. Rather, they seek
to guide its operationalization, testing, and further strategic development before
international transfers take place at scale.

The pilot phase should be used to test institutional coordination, strengthen
accounting and environmental-integrity safeguards, and develop a strategic
approach to authorization. The Ministry responsible for climate policy should lead
this process in coordination with the authorities responsible for MRV, the national
GHG inventory, EU approximation, and the development of Ukraine's domestic ETS.

(1) Develop a conservative approach to baseline setting under wartime
conditions

Wartime disruptions have simultaneously reduced emissions through
economic contraction and increased emissions through military activities,
infrastructure destruction, landscape fires, and future reconstruction needs. As a
result, aggregate emissions trends cannot serve as a reliable indicator of genuine
mitigation outcomes.

Ukraine should therefore adopt a conservative and transparent approach to
baseline setting under Article 6. The general methodological requirements
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established under the experimental Article 6 framework should be supplemented
with specific criteria for assessing baselines and additionality in sectors materially
affected by the war. Temporary emission reductions resulting from economic
contraction, displacement or the destruction of productive capacity should not be
credited as additional mitigation. Where wartime effects materially influence an
activity's baseline, they should be identified and transparently accounted for to the
extent methodologically feasible.

As a first step, the Ministry responsible for climate policy,?° in coordination
with the authority responsible for national GHG inventory and MRV - National Center
for GHG Emissions Inventory, should establish methodological criteria for assessing
Article 6 baselines and additionality in sectors significantly affected by the war. These
criteria should be in place before mitigation outcomes from such activities are
authorized for international transfer.

(2) Strengthen institutional readiness through integrated MRV and registry
development

Effective participation in Article 6 requires a robust institutional infrastructure
capable of ensuring accurate accounting, transparency, and compliance with
international requirements. Ukraine is not starting from scratch: it has operated an
installation-level MRV system since 2021, while Resolution No. 766 establishes the
legal basis for the National Carbon Registry and Article 6 authorization, issuance, and
transfer procedures. The key challenge is therefore to ensure that the different
components of Ukraine’s climate-governance architecture work together.

To address this challenge, Article 6 implementation should be developed in
parallel with Ukraine’s domestic carbon pricing and MRV architecture. The Ministry
responsible for climate policy should lead the operationalization of the national
Article 6 framework, including the National Carbon Registry, in coordination with the
authorities responsible for MRV, the national GHG inventory and, as the domestic
ETS develops, the relevant ETS institutions. Attention should be paid to reconciling
project- and programme-level mitigation outcomes with the national inventory and
Ukraine’s progress towards its NDC.

20 At the time of writing this analytical paper - the Ministry of Economy and Environment of Ukraine
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Before international transfers take place at scale, Ukraine should ensure that
authorization procedures, registry functions, corresponding-adjustment accounting
and reporting responsibilities are operational and institutionally coordinated. The
pilot phase should be used to identify technical and administrative gaps and clarify
responsibilities where institutional mandates overlap.

(3) Establish a strategic framework for the authorization and transfer of
mitigation outcomes

The transfer of mitigation outcomes under Article 6 may generate revenues
and attract investment, but it also creates opportunity costs as mitigation outcomes
transferred abroad are no longer available for achieving Ukraine’s own NDC targets.
This may increase future costs to achieve its own emission targets.

Ukraine should therefore develop a clear national strategy governing the
authorization of mitigation outcomes. Such a strategy should identify priority sectors
for participation, establish criteria for determining which mitigation outcomes may
be transferred, and ensure that transfers do not undermine the country’s long-term
decarbonization objectives. For Article 6.4 activities, this should include clear criteria
for deciding when A6.4ERs should be authorized for international use and when they
should be issued as mitigation contribution units. The Ministry responsible for
climate policy should develop these authorization criteria before the first transfers
take place and periodically reassess them against Ukraine’s progress towards its
NDC. Authorization criteria should assess not only the environmental integrity of the
mitigation outcome but also whether the transfer price and associated investment,
technology and capacity-building benefits adequately compensate Ukraine for the
expected opportunity cost and regulatory risk of the corresponding adjustment.

Attention should be paid to preserving mitigation outcomes that may be
required for future domestic compliance purposes. Transfer decisions should
therefore be evaluated not only based on short-term financial gains but also
regarding their implications for Ukraine’s future climate commitments and climate
neutrality pathway. The experimental framework already contains initial safeguards
against over-transfer: the annual number of units subject to issuance and
authorization decisions is capped at the equivalent of 1% of Ukraine’s emissions and
removals in the applicable base year, while at least 2% of issued units must remain
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unauthorized for subsequent transfer. However, an aggregate ceiling based on
historical base-year emissions does not by itself account for Ukraine’s evolving NDC
needs, sector-specific mitigation costs, or the opportunity costs associated with
individual transfers.

During the pilot phase, the Ministry responsible for climate policy should
therefore assess whether the existing annual ceiling and minimum retention share
are sufficiently conservative. Based on this assessment, Ukraine should consider
introducing a more differentiated buffer or set-aside mechanism linked to projected
domestic mitigation needs, expected ETS coverage, sector-specific abatement costs
and progress towards its NDC.

(4) Integrate Article 6 into Ukraine’s broader EU accession and ETS
development strategy

Ukraine’'s engagement with Article 6 should be fully aligned with its broader
process of European integration. Authorization of mitigation outcomes should be
based on a strategic assessment of Ukraine’s NDC needs, future ETS design, CBAM
exposure, and long-term climate neutrality pathway. Caution is warranted where
crediting periods or corresponding-adjustment obligations could extend into a
period in which an activity becomes subject to a Ukrainian or EU-compatible ETS.

Priority should be given to activities that strengthen domestic decarbonization,
improve MRV capacity, and prepare sectors for EU-style carbon pricing. If Ukraine’s
engagement with Article 6 is successful, its mechanisms can contribute to the
development of Ukraine's domestic ETS and ease the country’s integration with the
EU climate policy.

The Ministry responsible for climate policy should coordinate this assessment
with the institutions responsible for EU approximation and the development and
future operation of Ukraine’'s ETS. Before authorizing mitigation outcomes from
sectors expected to fall within the ETS, their potential future compliance needs,
CBAM exposure and implications for EU alignment should be assessed.

(5) Use non-market approaches selectively as a complement to market-
based cooperation
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Ukraine's principal interest in Article 6 is likely to lie in mobilizing finance and
investment through market-based cooperation. However, Article 6.8 may provide a
complementary framework for reconstruction programmes that are not suitable for
generating transferable mitigation outcomes. Ukraine has already designated a
national focal point for Article 6.8. The next step is to use this institutional entry point
selectively for reconstruction and decarbonization priorities that are poorly suited to
carbon crediting.

Ukraine should therefore explore the selective use of the UNFCCC NMA
Platform for such programmes and negotiate packages combining grant finance,
concessional funding, technology transfer and institutional capacity-building with
partner countries and organizations.?'

As a near-term step, the Ministry responsible for climate policy, together with
relevant sectoral ministries, should identify reconstruction priorities for which
carbon crediting is unsuitable but which could benefit from technology transfer,
capacity-building, or other forms of international cooperation, and assess their
potential submission to or use through the UNFCCC NMA Platform.

(6) Ensure transparency, stakeholder participation, and social safeguards

Mitigation activities may affect local communities through land-use changes,
infrastructure development, or impacts on access to natural resources. As the
experimental framework is implemented, Ukraine should review whether these
provisions ensure sufficiently transparent authorization decisions and adequate
protection for communities affected by Article 6 activities.

Ukraine should ensure that stakeholder engagement, public participation,
access to information, and grievance mechanisms are integrated into the governance
framework for Article 6 activities. Transparent decision-making processes can
improve accountability, increase public trust, and reduce the risk of social conflicts
associated with carbon market projects.

21 Non-market approaches. UNFCCC. URL: https://unfccc.int/process-and-meetings/the-paris-
agreement/cooperative-implementation/Article-6-8/nma-platform/main/non-market-approaches
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Attention should be paid to ensuring that Article 6 activities contribute not only
to emissions reductions but also to broader sustainable development objectives,
thereby reinforcing the social legitimacy of carbon market participation.

The Ministry responsible for climate policy should incorporate minimum
requirements for stakeholder consultation, access to information and grievance
mechanisms into national Article 6 procedures and activity-approval criteria. These
safeguards should apply before activities receive authorization rather than being
addressed only after mitigation outcomes have been generated.
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