[bookmark: _GoBack]VIEWS OF ARGENTINA, BRAZIL AND URUGUAY (ABU) ON THE RULES, MODALITIES AND PROCEDURES FOR THE MECHANISM ESTABLISHED BY ARTICLE 6, PARAGRAPH 4, OF THE PARIS AGREEMENT
1. The governments of Argentina, Brazil and Uruguay (ABU) welcome the opportunity to express their views on the rules, modalities and procedures for the mechanism established by article 6, paragraph 4, of the Paris Agreement, as per paragraph 3 of the draft conclusions proposed by the Chair of the Subsidiary Body for Scientific and Technological Advice (SBSTA) at its Fifty-sixth session (SBSTA 56). 
2. ABU wishes to focus on the following topics: a) further responsibilities for host parties, b) transition of CDM activities and CERs, c) reporting by host countries on 6.4, d) the mechanism registry and its linkage with the infrastructure of Article 6.2 and e) the share of proceeds for adaptation and OMGE.
FURTHER RESPONSIBILITIES FOR HOST PARTIES
3. Regarding the issue of further responsibilities, ABU believes the Glasgow decision reached a very delicate balance to allow for us to move from the Kyoto logic to that of the Paris Agreement. 
4. This includes a very different set of responsibilities and requirements for Parties to participate in the mechanism under 6.4. Host Parties now have a lot on their plate in terms of responsibilities already listed in Decision 3/CMA.3, but the decision does not take into account the different starting points of these Parties, especially developing countries. 
5. There are major requirements in terms of development and implementation of national arrangements for accounting, tracking units (in cases when they are ITMOs) and reporting. These three areas alone are where the main gaps for developing countries are and we should be focusing our efforts on bridging these gaps not adding more responsibilities. 
6. Substantial capacity building will be required to allow developing countries to design and implement the 6.4 mechanism, particularly to a) Establish the necessary institutional arrangements to implement the participation requirements and (b) Develop the technical capacity to design and set baselines for application in host Parties.
7. Finally, the implementation of the 6.4 mechanism shall in no case to introduce discriminatory practices, which include measures aiming at trade protectionism or other types of unilateral impositions. 
TRANSITION OF CDM ACTIVITIES 
8. Regarding recommendations to the CMA on the processes for implementation of the transition of activities from the clean development mechanism to Article 6.4. the mandate from Glasgow is clear in that it allows for the transition of CDM project activities and PoAs without the need to establish further conditions or rules on the matter. What we must do is discuss the procedural aspects to allow for this mandate to be operationalised. 
9. Further clarification on Decision 3/CMA.3 is needed, with a view to giving project participants and Parties more predictability. First, there must be a clear understanding on the meaning of the “expedited transition process” for PoAs and small-scale activities mentioned in paragraph 74 of Decision 3/CMA.3. This clarification is necessary for the SB to properly act. ABU supports that no additional rules or conditionalities are to be created in this regard, which could either alter the understanding from COP 26 or create more uncertainties. The preferred way to ensure a more favourable treatment for such activities and PoAs would be to grant them the possibility to skip-the-line and be given priority as soon as their transition is approved and communicated by the host Party, as per paragraph 73 (b).  
10. Second, since the accreditation standards and procedures of the CDM will be revised by the SB, as per paragraph 5(d), with a view to applying them after the end of 2023, we should also consider having the DOEs automatically accredited and operating at least until the end of 2023. In the same line, ABU supports that projects validated could enter the pipeline for the transition, with a view to being registered as Article 6.4 projects, provided they fulfil the conditions laid out in Paragraph 73. This would facilitate and accelerate the prompt start of the mechanism and provide a smooth transition, without any unnecessary disruptions and uncertainty that could increase transaction costs for project developers. 
11. Third, ABU is of the view that although the approval of the transition process, as per paragraph 73(b) of Decision 3/CMA.3 is a national prerogative, meaning that host Parties are allowed to approve or not approve certain projects at their discretion, the communication of such an approval must comply with any procedures or formats provided by the Supervisory Body to that end. 
12. Paragraph 73(a) also indicates that a request must be made to the Secretariat and the CDM host Party by or on behalf of the project participants. ABU understands that a standardised application for migration should be developed. This format should also prioritize simplicity and aims only at facilitating the assessment of the requests by the Secretariat and the Supervisory Body. 
13. Transitioned projects that gain their status as Article 6.4 activities are to be subject to all the rules, modalities and procedures foreseen in Decision 3/CMA.3, with the exception given by paragraph 73(d) that indicates a period of time for a project to continue using its current CDM methodology. The rules, modalities and procedures to be immediately applied include those related to the length of crediting periods, which means, in ABUs understanding, that no additional requirements are needed in this regard. 
14. Finally, no additional requirements, including re-registration prior to the transition request should be introduced, which could create a gray area for project developers that have been de-registered without certainty that their transition has been processed and approved. Only after the transition has been confirmed, would de-registration from the CDM take place, in a process that could be also made automatic and involve, for instance, a communication of a list of projects approved for transition to Article 6.4 from the SB to the CDM EB, which could trigger automatic de-registration of such activities. 
TRANSITION OF CERs 
15. As for the process for implementation of the transition of CERs, there is also enough clarity in the mandate provided in paragraph 75 of Decision 3/CMA.3, in that CERs may be used towards achievement of first NDCs, provided that the CDM project activity or PoA related to such CERs was registered on or after 1 January 2013. Only procedural arrangements are therefore necessary to operationalize paragraph 75. 
16. In this regard, the first item for consideration is the need for tagging pre-2021 units, with a view to clearly identifying, tracking and accounting for them. A serial number that includes a pre-2021 tag would be enough to clearly identify such units in the mechanism (Article 6.4) registry. 
17. Also, to be considered is the movement of units between registries, since these units cannot exist in two different registries, once they become pre-2021 units in the mechanism registry, they must be cancelled in the CDM registry. A simple procedure could be put in place, including a specific request – which could be done on an annual basis-, from the SB to the CDM EB, to cancel all the migrated CERs. 
18. Since the CDM host Party shall not be required to apply a corresponding adjustment consistently with decision 2/CMA.3 in respect of the CERs, no requirement is needed on the part of host Parties. A trigger for the transfer of CERs to be used is then a request to be made by acquiring Parties, which will also report on the use of these units for achievement of its own first NDC. 
19. Neither shares of proceeds for adaptation not overall mitigation in global emissions would apply to transitioned CERs. The first is explicitly stated in paragraph 75(d) of Decision 3/CMA.3, while the second is stated in paragraphs 69 and 70 of the same decision. Since OMGE would only apply to A6.4ERs – units generated by Article 6.4 projects-, it would not apply to CERs or units tagged as pre-2021 results.
MECANISM REGISTRY AND LINKAGES WITH 6.2
20. Regarding the mechanism registry for Article 6.4, drawing upon the elements and extensive experience of the CDM to replicate can be efficient when operationalizing the mechanism. The experience with other registry systems may also serve in the design of the mechanism registry, when applicable. While the experience with other registry systems may also serve in the design of the mechanism registry, when applicable, the mechanism registry for Article 6.4 must remain a single, centralized registry under the auspices of the SB. 
21. Requirements to be considered in the design of the mechanism registry should include:
a. Types of accounts (listed in paragraph 63 of Decision 3/CMA.3);
b. Ways to connect to the 6.2 international registry and national registries;
c. Procedures to issue, transfer and cancel units;
d. Requirements for the serial numbers, including information associated with authorization of A6.4ERs for use towards achievement of NDCs and/or authorized for use for other international mitigation purposes (as per paragraph 1(g) of Decision 2/CMA.3); 
e. Tracking of share of proceeds to adaptation and OMGE;
f. Registration and tracking of pre-2020 CDM units to be potentially used for first NDCs;
g. Recording and tracking of the use of A6.4 ERs;
h. Information on participating Parties and entities (participation requirements);
i. Status of authorization of A6.4ERs for use towards achievement of NDCs and/or authorized for use for other international mitigation purposes (paragraph 1(g) of Decision 2/CMA.3), including the terms and provisions associated with the authorization (paragraph 42, Decision 3/CMA.3);
j. For authorized units for use for other international mitigation purposes, information on what constitutes a first transfer (as per paragraph 2(b) of Decision 2/CMA.3).   
22. Additional features of the mechanism registry may also include, when applicable:
a. Types of activities (i.e., positive list) authorized by host Party, as per paragraph 26(e);
b. Additional baselines, methodologies and crediting period requirements of the host (paragraph 27(a) and (b));
c. Registry of methodologies: approved and under development;
d. Registry of standardized baselines;
e. Registry of DOEs.
23. Regarding interlinkages, we understand clear linkages shall be established for the mechanisms existing under the Paris Agreement: Articles 6.2, 6.4, and eventually 6.8, as well as the CDM registries, to ensure consistent accounting, transparency, avoiding the duplication of information and considering the national reporting capacities of developing countries. 
24. While the need for linkages between 6.2. and 6.4. infrastructure is clear, further analysis is required to explore how these links can be established, particularly for the case of other international mitigation purposes. Coordination with other registries outside the UNFCCC system may be challenging and need to be further explored. A technical paper to understand and further establish the operational linkages between registries is desirable.
REPORTING BY HOST COUNTRIES ON 6.4
25. The mechanism registry shall serve the purpose of reporting by host countries on the use of Article 6.4. Building on the CDM experience and reporting requirements for BURs on the use of international carbon markets, centralized international registries are essential for Parties to meet their reporting requirements. ABU then supports the idea of designing the 6.4. mechanism registry to allow Parties to report on the use of carbon markets under 6.4, without the need to use any additional information source.
SOP FOR ADAPTATION AND OMGE
26. Regarding the issue of the share of proceeds in 6.4, three issues are to be considered: 
27. First, the process to collect the in-kind share of proceeds. Taking into account the CDM experience, including the challenges associated with ensuring that the in-kind share of proceeds can have its value and contribution to the Adaptation Fund maximised, ABU understands that this process should also consider a preliminary discussion on potential rules to the monetisation of this modality of share of proceeds, with a view to avoiding the pitfalls experienced in the past in this regard. We are open to discussing, among others:
a. Monetisation guidelines that include when and under which conditions should these units be stocked and;
b. When and under which conditions should these units be sold by the Trustee and monetised and transferred to the Adaptation Fund. 
28. Such conditions could include the use of brokers, direct selling, the use of auctions, as well as price triggers, minimum volumes of units or a timeline of monetisation. 
29. We are also open to discussing options for the organisation responsible for managing the Adaptation Fund holding account in the 6.4 registry - assuming the 6.4 registry will have such an account, which ABU believes to be the case - to operate this account.
30. Moreover, we must make recommendations on the monetary contributions for both adaptation and administration, as per paragraphs 67 (b) and 68, including its level and frequency and/or process of collection in both cases. ABU also suggests, in this regard, that we benefit from the rich experience from the CDM to make this decision as fast as possible. The CDM had well-established rules on the collection of the monetary fees for the administration of the system. ABU’s preference on this matter follows a logic that the mechanism aims at promoting additional action and that the more action we have under the mechanism, the more it can contribute to adaptation.
31. In order to maximise these contributions, we must be careful not to set levels of SoPs that could jeopardise the potential of the mechanism and consequently its potential to forward funds to adaptation. Knowing that the mechanism will have to face the competition of other crediting schemes that are similar in functioning, but that will operate without any international oversight, obligations regarding stringent baseline setting and additionality criteria and no contribution to OMGE and adaptation, a level of monetary contribution that is too high risks making the mechanism economic unattractive, thus hindering the environmental integrity of the system. 
32. A combined level for the monetary fee that does not increase the costs in a manner that disincentives projects to happen in the first place is desirable. It would be positive to replicate, at first, the levels practiced under the CDM, to which Parties and developers are already familiar. Such considerations and recommendations can guide the work of the Supervisory Body in this regard. 
33. ABU supports that the process for collecting the SoP, both administrative and for adaptation, should consider i. the needs of the SB in terms of funds to properly operate and ii. the need to minimise the burden on participating Parties and entities in a project, with a view to maximising the incentives for projects to be established. In this regard, ABU supports that the administrative fee is collected upon issuance, while the monetary contribution to adaptation could be levied at a later stage and in accordance with the request of involved Parties and entities involved in the transaction of the units. The collection of the in-kind of SoP and the 2% of mandatory OMGE at issuance could also benefit from provisions that allow for the costs to be shared between buyers and sellers, according to their preferences. 
34. Finally, ABU understands that we do not have to, at this point, to delve too much into discussions to operationalise paragraph 67 (c), since it is neither a requirement for the system to start operating nor is it clear when the Article 6.4 will become self-financing. 
 
