INTRODUCTION

The global transition to a low-carbon economy
is increasingly supported by carbon markets,
which enable the trading of carbon credits to
reduce greenhouse gas emissions. A carbon
credit represents the reduction of one tonne of
CO2 equivalent
launched its first national carbon credit policy

emissions. Pakistan has
to engage with these markets, aiming to

combat climate change, attract green
investments, and address the climate finance
gap. The country is also seeking to strengthen
its participation in international frameworks,
particularly Article é of the Paris Agreement
and the REDD/REDD+ mechanism, to enhance
its climate action efforts and meet its emission
reduction targets.

The policy empowers Pakistan to engage in
both voluntary carbon markets (VCM) and

cooperative market approaches.
VOLUNTARY CARBON MARKETS (VCM)

In the VCM, carbon credits are sold to private
primarily ~ for social
(CSR)  or

objectives. Once registered in

entities corporate

responsibility climate-neutral
Pakistan’s
national carbon registry, these credits can be
traded internationally, offering the potential
for substantial financial inflows. The VCM plays
a crucial role in encouraging private sector

participation and fostering climate action.

COOPERATIVE MARKET APPROACHES

Cooperative strategies under Article 6 allow
countries to trade carbon credits to fulfill their
climate commitments. These approaches are
vital for nations like Pakistan in achieving their
Nationally Determined Contributions (NDCs)
under the Paris Agreement. Pakistan can
leverage these cooperative arrangements to
meet its emission reduction targets through
cross-border collaborations.

UNDERSTANDING ARTICLE 6 OF THE PARIS
AGREEMENT

Article 6.2

This provision allows countries to engage in bilateral
or multilateral carbon trading. It enables Pakistan to
sell  carbon credits  through “internationally
transferred mitigation outcomes” (ITMOs), offering

economic incentives.
Article 6.4

Introduces a centralized carbon market mechanism,
where emission reductions from various projects can
be used by countries to meet their NDCs. Pakistan
can leverage this mechanism for both emission
reduction and revenue generation.

REDD AND REDD+ INTEGRATION INTO
PAKISTAN’S CARBON MARKET

REDD+ Mechanism

The REDD+ mechanism incentivizes countries to
preserve forests and reduce deforestation. Forest
carbon  projects, including afforestation and
reforestation, can generate tradable carbon credits

that contribute to global climate goals.
REDD+ Potential in Pakistan

With its vast forest resources, particularly in the
northern regions, Pakistan has immense potential to
implement REDD+ strategies. Sustainable forest
REDD+ could
contribute to both Pakistan's emission reduction

management  under significantly

targets and global environmental objectives.




Since October 2024, Transparency International Pakistan has pointed out that there are integrity,
transparency and accountability risks in the carbon markets. Tl Pakistan highlighted that as
Pakistan develops its first policy guidelibes for Trading in Carbon Pakistans, it is important that the
framework includes robust oversight and transparency measures based on global best practices.

Tl Pakistan appreciates the federal government o for ensuring that transparency and
accountability remains at the heart of carbon market guidelines by integrating transparency,
community participation and integrity measures in the Pakistan’s Policy Guidelines for Trading in

Carbon Markets 2024.

S LTRANSPARENCY
INTERNATIONAL - PAKISTAN

October 10, 1004

TLATAA B0 A

Principal Socretsey ba FM,
Prime Minister House,
Islamobad

Dvel e i st nardinat

Dear Sie,

Trensparercy Intemational Pakintan approciates the imidtalive of the federal government for
developieg policy guidclinedl framewoek for Trading In Carbon Markess 203, Pakistan
conributes the least b ghobal GHG emissions (0F%), hawever, it contisues 10 remaia as one of
the coumirics hasdest kit by elimane (5% monr valsersle). Casbon markets are ooasidered a8 an
i ddeess climate. ing e { green e
{GHOY in the simwapheie o cavisionsd in Amicke & of e Partis Agreement. Carban markets
ok economi incentives for iramstiveing 16 mort suitainable soweet, which s cnseial for
Pakiaian 1o meet it 12 Pet 25 564 0 b the Mationally Determined Contributions {NDCs) 2021,

Tramiparency Intermational has pointed put thar there are aiegrity, trassparency and scoosntability
rigios In e carbon markees. As Pakitean develops 13 fiem policy guidedioes for Trading in Carbon
Markers, i2 is impontant that the (ramework inchudes mbut oversight and ransparcacy mesurcs
based cn ghoball bewt practices. |n his regand, TH Pakhun mecrmenth the fllowing 1o mitigas the
poteatial sategriy rivks in carbon credien asd olfset project in Pakistan

Recommendation 1; Markel Oversight, Profoct Approvali and Monltssing

Gives a relatively new ashure of carbom eradits marker, there iv § need 10 address povemance
srasgerment ancund suborirstion of projects, in the pubdelines for Trading in Carbom Markets
being developed by MoOCREC, Transparency Iatzmational has pointed cut that the ritk of fraud,
embezzlement and conflict of imerest in the suthorization of peojects remain bigh, To sddres theas
imtesgrisy risks, TH Pakistan recommends the followbeg in line with Articke 6.2, 6.4 nsd 6.8 of the
Pisis Agrosment whish provides the guidelines for the creation and verilication of carbon orodits
s aaleguseds st double covating. The MoOCZEC mest put in place 2 measwrment
mechanism whesehy it |3 impermitive that the verfication is not costracsed by the penject
developers, which mises potential ritk of “Cenflict of Intereut™ ba this repand. & mochasiim e
Palivan Public Procerment Regubatory Autbority (PPRA} Rele 7 {laicgrity Pact) shall be
enboeced wherchy il either the 8) project appeoving agency o the national kevel, b) project
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implemenser rading carbon credits or o) the islormediary, i engaged in any enenupt practice, shall
e subiject In sanctions asd peasley.

2z Partici) Lacal

in REDDH Prujects

The Teading in Carbos Markess Guidelines mum emphasize on the inclusion of the lesal
communities in the daiign of the projosts. Redesieg Emission from Detenification and fores!
Degradation (REDDs) mst parsicularly inchade: forest-baned commualties in the degidian-
making pr 2 share the benefits of these projects. ple, Transparency [atemational
hst bighlighted that an offsetisg projoct in hiikoko Pameja in Kenya, works 10 protset fuasgrove
foceats while also dirsclly besefming the communily. In this project, carbon revenses have
financed the parchass of hospitd equipment and schoolbooks as well & e comtruction of
Tresheaier welli amaag other commenity besefits. The MoCC&EC shall citablish a “Henelil
Sharing Mechanism™, casuring that kacal communifies receive & 5 share of the feancial snd
soxcial Beselots from carbon cffscstisg projects. Key spca such a3 Infrastrocture, scosss 1o cean
mergy. i programs h wplifs communiticd dhall be pricritized

Recommendation 3: Esviroamentsl Integrity in the Carbon Markel

The isegrity of the carbon market depends. on its slficacy and effeciiveneis 1o reduce carbon
emigsion. This requises seceunting for every tonse of carbon (o carben aquly adenk ) eimited,
saved and prmaved from the smosphene. In this yogand, The Climase Change Autheeity, 25
mandaicd undr the Climate Change Aet 3017 i overie climate fisance projosss, ot establish
am olfoctive oversight mochanism & aregulaiory body b validsie she quality of the credils craded
i the mirket oz well 3 moninor (he approval 3nd the implemencation of the projots.

Becommendaiion 4: Robust Third-Party Validation asd Verillcation

There i a need 1o put in place, o i i reportisg. I h p earbon
ol

Information on ¢limste projects sad emisvion reduction credits. For inutance, GhanaBas lwnched
“Carbon Regiusy’ 1o colloct. verily snd track immaction: frm ies — 3 bemom
s appressch 5o quantify and verify the GHIG emissions reductions and dheir carbon credits. This
weill Bt only envere an oversight on ihe companiss ¢ gl 10 trade s the carbon markes, ot
sls0 mprove transparency aed aliow civil society ssd local communitics 10 track the allocation
and wie of carbon crediis, mdxing opperttives for comupticn. The Cuidelines mast alo
establish Whitieblorwer Frosecticn Mechaslsms o encourage reporiing of cormpl prastices
without fess of retaliation.

Tramaparcecy Inseraational Pakisien requests the iaodtle Prime Minister o inwne divectives for
the kactusion af the key recommendations hascd on gloial best practives. in the Carbon Marksis
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Trading Cubdelimes, bs eauure that inkegrin
{roas carbios miligatice projesss 1o wklress

y risks are addesned snd Pakivtan can take full benelit
e effects of climate chasge

raspatency Inserasticas Pukisiag it siriving for acoas the board apglication of Rk of Law,
sch I the caky way 10 i CoMUpLoRn. aned achip Z#0 tolcrasce 2p3inH COMEpLON
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