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Foreword 

The Ukrainian Sustainable Fund (UASIF) is an organization dedicated to shaping the future of 

Ukraine’s green recovery and innovative finance. As the country rebuilds from the war, we are 

committed to ensuring that sustainability, innovation, and resilience are at the core of this 

transformation. Among other possible financial instruments, we firmly believe that carbon 

finance is an underutilized source of capital that can create additional financial flows, especially 

for SMEs, to drive the sustainable recovery of Ukraine.  

We extend our deep gratitude to Mercy Corps for their invaluable support and partnership in 

developing this comprehensive resource, and we envisage this work as a continuation of our 

joint efforts in building green finance infrastructure in Ukraine. 

We sincerely hope that this guide will empower Ukrainian project developers to achieve a 

better sense and offer understanding across sectors, helping Ukraine to effectively enter and 

benefit from carbon finance. 
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Glossary of Terms 

Additionality - a fundamental principle of carbon finance that requires a project to prove it 

would not have been implemented without the financial incentive provided by the sale of 

carbon credits or ITMOs. 

Article 6.2 - a provision of the Paris Agreement that allows countries to cooperate by 

transferring internationally recognized mitigation outcomes (ITMOs) to meet their climate 

targets, promoting global collaboration on emissions reductions. 

Baseline - the hypothetical scenario that defines what greenhouse gas (GHG) emissions would 

look like if the project were not implemented (Business-As-Usual or BAU). 

Carbon credit - a certificate representing the avoidance, reduction, or removal of one metric 

ton of greenhouse gas (GHG) emissions from the atmosphere. 

Corresponding adjustments - the accounting mechanism in Article 6.2 where the host country 

cancels an emission reduction in its national registry when transferring it to a buyer country, 

preventing double counting. 

ERPA - Emission Reduction Purchase Agreement. The contract to purchase carbon credits from 

the project, often including a set volume of verified credits on a regular, pre-determined 

schedule over multiple years. 

GHG - Greenhouse gases. Gases that trap heat in the atmosphere and contribute to global 

warming, including carbon dioxide (CO2), methane (CH4), nitrous oxide (N2O), and industrial 

gases such as CFCs, HFCs, and PFCs, typically measured in CO2 equivalents (CO2e). 

ITMOs - Internationally Transferred Mitigation Outcomes. The tradable carbon credits 

exchanged between sovereign states under the Article 6.2 mechanism. 

Leakage - The unintended increase in GHG emissions outside a project's boundaries, resulting 

from the project's activities (e.g., displacing logging to a neighboring area). 

MADD - Mitigation Activity Design Document. The formal technical blueprint required for an 

Article 6.2 project, detailing the design, methodology, and calculations (equivalent to the PDD 

in the VCM). 

MAIN - Mitigation Activity Idea Note. A high-level, optional document describing an Article 6.2 

project idea to secure initial interest from potential buyers/partners. 

MOPA - Mitigation Outcome Purchase Agreement. The contract to purchase ITMOs from an 

Article 6.2 project, often including a set volume of verified credits on a regular, pre-determined 

schedule over multiple years. 
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MRV - Monitoring, Reporting, Verification. The core quality assurance framework used in 

carbon markets to ensure that a project's claimed emission reductions are real, measurable, 

and accurately reported throughout its lifecycle. 

NDCs - Nationally Determined Contributions. The commitments by each state to reduce 

national emissions and adapt to the impacts of climate change under the Paris Agreement. 

Permanence - The requirement that the removal or storage of carbon must be durable and 

long-lasting (typically 40 to 100+ years) to be considered a high-quality credit. 

PDD - Project Design Document. The formal technical blueprint required for a VCM project, 

detailing the design, methodology, and calculations. 

SDGs - Sustainable Development Goals. A set of 17 global goals adopted by the United 

Nations in 2015, which carbon projects often track to demonstrate their co-benefits. 

UNFCCC – United Nations Framework Convention on Climate Change. The UN process for 

negotiating an agreement to limit dangerous climate change. It is an international treaty to 

combat “dangerous human interference with the climate system”. 

VCM - Voluntary Carbon Market. A market where companies and individuals voluntarily 

purchase carbon credits to offset their emissions, independent of legal compliance 

obligations. 

VVB - Validation and Verification Body. An accredited third-party auditor that independently 

assesses a project's documentation (validation) and checks the achieved emission reductions 

(verification). 
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Introduction 

Ukraine’s reconstruction needs are urgent. The Russian full-scale invasion has severely 

damaged Ukraine’s energy, industry, and agriculture sectors, among others, while releasing 

an estimated 311 MT of CO2 equivalent into the atmosphere – compounding the country’s 

climate challenges alongside its economic ones.1 Meeting both demands requires a green 

recovery anchored in sustainable development and decarbonization.  

The scale of financing needed is daunting: reconstruction costs exceed 588 billion US dollars 

(USD),2 surpassing national GDP and available foreign assistance, and this figure continues to 

grow. Carbon markets represent one of the most promising tools to help close this gap. Unlike 

broader green finance instruments – such as green bonds, sustainability loans, or insurance 

schemes that direct capital into environmental initiatives – carbon markets allow project 

developers to directly monetize emission reductions. This makes otherwise non-viable projects 

in renewable energy, nature-based solutions, and sustainable agriculture financially feasible. 

UASIF's June 2025 report, “Unlocking Ukraine’s Green Potential: Carbon Markets as Catalysts 

for Ukraine’s Green Recovery,” analyzed compliance and voluntary carbon markets (VCMs). It 

identified VCMs, including the Article 6.2 mechanism of the Paris Agreement, as the faster and 

more flexible path to sustainably financing Ukraine’s recovery. Under these frameworks, 

projects issue carbon credits, each representing one metric ton of greenhouse gas emissions 

avoided, reduced, or removed. These credits are purchased by companies, organizations, and 

governments around the world to offset emissions or meet climate targets. The VCM was 

valued at nearly USD 2 billion in 2025. This number is expected to more than double by 20303 

with significant price appreciation through 2050.4 

Yet Ukrainian projects remain largely disconnected from global carbon markets. This guide 

addresses that gap. It provides project developers with a clear, step-by-step methodology for 

navigating both the VCM and Article 6.2 frameworks, with dedicated sections on renewable 

energy, forestry and agriculture in the Ukrainian context. 

 
1 Ecoaction, Climate Damage Caused by Russia’s War in Ukraine, February 2026  
2 World Bank, Updated Ukraine Recovery and Reconstruction Needs Assessment Released, February 2026  
3 The Business Research Company, Voluntary Carbon Credit Market Report 2026, February 2026  
4 BloombergNEF, Long-Term Carbon Credit Supply Outlook 2025, August 2025  
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Article 6.2 of the Paris Agreement 

Article 6.2 of the Paris Agreement is a provision that allows countries to cooperate by trading 

emissions reductions bilaterally, contributing to global decarbonization efforts. It enables 

countries that struggle to meet their climate commitments under NDCs to purchase carbon 

credits, known as Internationally Transferred Mitigation Outcomes (ITMOs), from other 

countries.5  

This approach creates a win-win mechanism. Article 6.2 allows a host country, where the 

emissions mitigation project is implemented, to receive investments, support for capacity 

building, and access to technologies not available through domestic resources. For their part, 

purchasing countries can meet their climate goals in a cost-effective manner by funding 

projects where emission cuts are cheaper to achieve. 

Article 6.2 is similar to traditional voluntary carbon markets in structure, but operates at the 

sovereign level: transfers of ITMOs occur between states under bilateral agreements, rather than 

through private markets. To prevent double-counting, countries must apply “corresponding 

adjustments” – when a country sells ITMOs, it cancels those emissions reductions in its national 

registry, while the buyer country counts them towards its climate targets.6 

The framework is still evolving, notably through the inclusion of private entities authorized to 

trade ITMOs on behalf of their governments. Switzerland, for example, allows the Klik 

Foundation – an association of Swiss motor fuel importers – to purchase ITMOs from countries 

with which Switzerland has bilateral agreements. Klik has already acquired mitigation 

outcomes from a Peruvian energy-efficient cookstoves project, with the resulting reductions 

counting towards Switzerland’s Nationally Determined Contributions (NDCs).7  

For Ukrainian developers, Switzerland the currently the only operational bilateral partner. 

Ukraine has also signed a memorandum with Japan to develop a framework aligned with 

Article 6.2 – Japan’s Joint Crediting Mechanism8 — but this cooperation is not yet 

operationalized, and project eligibility appears limited to a few sectors including forestry.9 

 
5 United Nations Climate Change, Article 6.2, accessed March 2026 
6 White&Case, Emerging Fundamentals in Climate Mitigation Through ITMO Transactions Under Paris Agreement 
Article 6.2, March 2023  
7 White&Case, Emerging Fundamentals in Climate Mitigation Through ITMO Transactions Under Paris Agreement 
Article 6.2, March 2023  
8 Ministry of Economy, Trade and Industry of Japan, Japan and Ukraine Sign a Memorandum of Cooperation 
Establishing a Joint Crediting Mechanism (JCM), February 2024 
9 GIZ, Analytical Note of Joint Crediting Mechanism, November 2024  
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Domestically, Ukraine’s Article 6.2 infrastructure remains under development: a national 

registry has not yet been established, which poses risks for project developers.10 Despite this, 

the Klik Foundation is already encouraging Ukrainian projects to register their activities for 

potential ITMO sales.11 Demand from Switzerland is expected to grow, and ITMOs are currently 

purchased at an average of USD 37,12 a significantly higher price than most VCM project types 

currently command. 

Figure 1. Article 6.2 project development lifecycle  

 

Source: Perspectives Climate Group 

Phase 1: Activity Design and Screening 
The first phase of the Article 6.2 project lifecycle is Activity Design and Screening, typically 

lasting up to three months. Conducted by project developers as part of an internal assessment, 

it evaluates the climate, financial, and regulatory viability of a proposed mitigation activity13 – 

culminating in a go/no-go decision before resources are committed to documentation.  

A key part of this phase involves assessing alignment with Article 6.2 requirements including:14 

1. Real, verified, and additional emissions reductions 

• Real: The emissions reduction or carbon removal must have actually occurred, 

demonstrated through monitoring systems that track project performance.   

 
10 Paris Agreement Article 6 Implementation Partnership, Ukraine, accessed March 2026  
11 Klik Foundation, Ukraine, accessed March 2026  
12 Green.Earth, Switzerland’s green path could require quadrupling carbon credit purchases, October 2025  
13 Perspectives Climate Group, The Article 6.2 Project Development Cycle, October 2023 
14 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023  
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• Verified: Emissions reduction data must be independently checked and confirmed by 

an accredited third-party auditor – a Validation and Verification Body (VVB) – providing 

objective confirmation of achieved outcomes.   

• Additional: The project must demonstrate that it would not have been implemented 

without the financial incentive of ITMO sales. For projects in Ukraine, this might mean 

showing that country risk, economic constraints, or implementation costs make the 

project commercially inviable without ITMO revenue. Additionality also has a legal 

dimension: the activity must not already be required under Ukrainian law. 

2. Conservative baseline 

The "baseline" defines what greenhouse gas (GHG) emissions would look like without the 

project – the Business-As-Usual (BAU) scenario – and serves as the reference point for 

calculating climate benefit. If a project reduces emissions from 100 to 50 tons, against a BAU 

baseline of 100 tons, it claims 50 tons of reductions. 

Under Article 6, to avoid overstating climate benefit, the baseline must be set conservatively – 

i.e. lower than the true expected BAU emissions.15 For example, if a conventional methodology 

suggests a grid emission factor of 0.5 tCO2e/MWh, a conservative baseline might require 

using 0.45 tCO2e/MWh instead.  

3. No negative economic, social, and environmental impacts 

Article 6 projects must demonstrate they do no harm to people or the local environment. 

Project design must screen for and mitigate adverse impacts on stakeholders and local 

communities, including social risks (such as displacement or human rights violations) and 

environmental risks (such as water pollution or habitat loss). Projects are also expected to 

generate co-benefits beyond emissions reductions, such as improved air quality, public health, 

green jobs, or local infrastructure, and to align with the host country's sustainable development 

priorities including the UN’s Sustainable Development Goals (SDGs).  

4. Consistency with host party‘s sustainable development targets  

The project must contribute to the host country's broader development framework. For 

Ukraine, this means demonstrating alignment with post-conflict green recovery, energy 

independence, and EU integration goals. 

Identify governance and institutional requirements: Developers must identify the relevant 

institutional bodies in Ukraine, including the authority responsible for NDC approval and the 

Designated National Authority, which serves as the contact point for all Article 6.2 transactions. 

 
15 Gold Standard, A practitioner's guide: Aligning the Voluntary Carbon Market with the Paris Agreement test, July 
2024 
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As of this writing, this role sits with the Ministry of Economy, Environment and Agriculture.16 

Developers must also assess any legal limitations applicable to the intended activity.  

Check eligibility: No official negative or positive eligibility lists have been issued by the 

Ukrainian authorities for Article 6.2 projects. However, Ukraine’s stated position from 2021 – 

that achieving its NDC targets is conditional on international climate finance, reaffirmed in 2025 

in the context of reconstruction funding needs17 – creates an favorable environment for the 

country’s project developers.  

5. Demand from the acquiring party:18 

Developers should assess whether a bilateral partner is likely to purchase ITMOs from their 

proposed activity: 

• Identify which countries Ukraine has bilateral agreements with (currently only 

Switzerland). 

• Determine whether the proposed activity is eligible under the acquiring party’s criteria. 

Switzerland maintains a list of ineligible activity types, including fossil fuel extraction, 

nuclear energy, and hydropower above 20 MW. The Klik Foundation, which purchases 

ITMOs on behalf of Switzerland, supports projects in household energy efficiency and 

renewable energy, electric mobility, industrial renewable energy use, and agriculture 

methane reduction. As of 2025, Klik requires that a mitigation activity achieve at least 

250,000 tons of CO2e reduction by 2030.19 

• Review historical VCM prices for comparable project types to assess economic viability. 

If screening indicates a high likelihood of success, the developer moves to Phase 2. Note that 

for Swiss-market projects, developers can register their project idea with the Klik Foundation 

at this phase. Klik supports project development throughout subsequent phases and, if 

interested, will invite developers to submit a Mitigation Activity Idea Note (MAIN) directly.20 

Phase 2: Mitigation Activity Idea Note (MAIN) 
The Mitigation Activity Idea Note (MAIN) is an optional but recommended step that provides 

a concise, high-level description of the proposed activity. Its purpose is to secure non-binding 

 
16 Verkhovna Rada of Ukraine, Implementing Agreement to the Paris Agreement between the Swiss Federal Council 
and the Government of Ukraine, July 2022 
17 United Nations Climate Change, Second Nationally Determined Contribution of Ukraine to the Paris Agreement, 
October 2025 
18 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
19 Klik Foundation, Ukraine, accessed March 2026  
20 Klik Foundation, Request Registration with the Klik Foundation, accessed March 2026  
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interest from potential acquiring parties and financiers before committing substantial 

resources to the full Mitigation Activity Design Document (MADD). For Swiss-market projects, 

a successful submission to the Klik Foundation can unlock financial support for subsequent 

phases.21  

There is no single United Nations Framework Convention on Climate Change (UNFCCC) 

template for the MAIN, but the document must provide structured information sufficient for an 

initial assessment. Klik Foundation publishes its own required template.22 The MAIN typically 

addresses three areas:23 

Activity Overview 

● Title, location, initial emissions reduction estimate, and evidence of the developer’s 

credentials and capacity. 

● The technology, capacity, and nature of the activity, clarifying whether it is common 

practice or the first of its kind in Ukraine. 

● Confirm of alignment with Ukraine's climate policy and the activity’s capacity to deliver 

mitigation beyond Ukraine’s unconditional NDC targets and under UN SDGs.  

● Transparency about non-financial implementation challenges (e.g. lack of technical 

know-how) and measures to overcome them. 

GHG Emission Reductions 

● The preferred crediting mechanism. The most widely-used standards are Verra VCS, 

Gold Standard and UNFCCC CDM. They are internationally recognized frameworks that 

define the methodologies and rules for measuring, issuing, and trading carbon credits 

or ITMOs. The relevant methodology must be specified in the MAIN. 

● A conservatively set baseline, below BAU standards, to avoid overstating climate 

benefit and to incentivize climate action. 

● Expected ex-ante emission reductions (baseline minus activity and leakage emissions) 

and the proposed crediting period under the chosen mechanism's rules.  

● A summary of the proposed MRV (Monitoring, Reporting, and Verification) approach 

for baseline, activity, and leakage emissions: 

 
21 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026  
22 Klik Foundation, Mitigation Activity Idea Note (MAIN), April 2023 
23 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
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○ Monitoring: Continuously measuring the on-the-ground data (e.g. power 

output from a solar farm or soil carbon changes) in accordance with the 

methodology's requirements. 

○ Reporting: Compiling measured data into comprehensive reports detailing 

methodologies, emission reduction calculations, and overall impact for relevant 

standards bodies and stakeholders. 

○ Verification: Independent review by an accredited third-party auditor 

confirming that reported emissions reductions are accurate and real.24 

Institutional setup 

● Main roles and responsibilities, including project developers, local partners, and the 

selected carbon consultant. 

● A clear implementation schedule, including key milestones and proposed timelines for 

authorizations, financial closure, procurement, and commissioning. 

● A summary of the stakeholder engagement plan and compliance with environmental 

and social safeguards, including any planned Environmental Impact Assessment. 

● Confirmation that the activity is expected to be additional, demonstrating that it is not 

financially viable without carbon credit revenue. This requires an initial assessment of a 

financial indicator (e.g., Net Present Value or Investment Rate of Return) benchmarked 

against comparable investments, incorporating all expected revenues (energy sales, tax 

savings) and costs (CAPEX, OPEX), and identifying any financial incentives being 

leveraged (e.g., subsidies, grants). For Ukrainian projects, war-related barriers, 

including destroyed infrastructure, economic constraints, and altered investment 

conditions, provide strong grounds for the additionality argument. 

Once submitted, the MAIN is assessed against the acquiring party’s eligibility criteria. For 

Switzerland, the Klik Foundation will indicate whether the application is approved or rejected, 

or whether revisions are requested.25  

While submission of the MAIN is not a mandatory requirement for a bilateral transaction with 

Switzerland, it is strongly advisable: Klik offers financial support for the subsequent phases, 

which can be costly. Following a positive assessment, Klik issues a “Letter of Intent” (LoI). To 

qualify for financial support, however, developers must also obtain a similar LoI or letter of no 

objection from Ukraine. The relevant Ukrainian authority is the Ministry of Economy, 

 
24 dClimate, MRV: the Key to Unlocking the Voluntary Carbon Market, March 2024 
25 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
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Environment and Agriculture, successor to the Ministry of the Environmental Protection and 

Natural Resources. Once LoIs from both parties are in hand, Klik evaluates the project and 

successful “pre-selected” projects are granted up to USD 150,000 to develop the MADD.26 

Phase 3: Mitigation Activity Design Document (MADD) 
The MADD is the core documentation required for independent validation and subsequent 

authorization by both the host party (Ukraine) and the acquiring party (e.g., Switzerland). It is 

the Article 6.2 equivalent of the Project Development Document (PDD) in the VCM lifecycle. 

Developing the MADD is complex and resource-intensive: together with the MAIN, 

preparation typically takes 6-12 months.27 Subsequent phases depend entirely on the accuracy 

of its content, so developers are strongly advised to engage a consultant with a strong track 

record in Article 6.2 mechanisms, deep expertise in the relevant activity type,28 and familiarity 

with the Ukrainian project development context. Costs for this stage typically range between 

USD 40,000 to USD 70,000.29 

There is no single UNFCCC-prescribed format, but for Swiss-market projects, the Klik 

Foundation provides a template to pre-selected projects. This guide follows the indicative 

template published by Klik Foundation.30 The MADD covers three main areas:31 

Activity Overview 

● Key information on the project’s nature, scope, and technology. 

● Demonstration of positive impact across multiple UN SDGs (e.g. affordable and clean 

energy, good health and well-being, decent work and economic growth), with 

particular attention paid to environmental and social impact. An Environmental Impact 

Assessment may be planned or required for certain activities, such as construction of a 

solar farm. 

Methodological Approach 

● Application of the selected methodology under the chosen standard, with justification 

of how the activity meets all applicability criteria specified in that methodology. 

 
26 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
27 Perspectives Climate Group, The Article 6.2 Project Development Cycle, October 2023 
28 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
29 GSMA, Navigating the Voluntary Carbon Market, April 2025  
30 Klik Foundation, Request for Service Proposal (RfS), November 2020 
31 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
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● Baseline determination (conservative and below BAU) and a detailed description of 

how the methodology is applied to calculate baseline emissions, activity emissions, and 

any leakage emissions, yielding the final ex-ante emission reduction estimate. 

● Description of the MRV methodology, including quality control protocols and 

uncertainty management. This should address potential access limitations – particularly 

relevant in Ukraine’s active conflict landscape – and identify alternative verification 

approaches such as remote sensing or digital MRV where applicable. Monitoring of 

declared SDG impacts and co-benefits must be adequately addressed. 

Note for Swiss-market projects: Klik Foundation requires a separate Excel file containing the 

Methodology and Monitoring Plan, demonstrating the calculation of mitigation outcomes and 

monitoring approach.32 

Institutional setup 

● Project governance structure, defining roles and responsibilities of the developers and 

local partners. A recommended structure includes a coordination body, a decision-

making body, a legal compliance body, and a steering committee.  

● A record of consultations with local and relevant sub-national stakeholders, 

summarizing any comments received and how concerns are addressed to minimize 

negative impact. The developer must also confirm that the activity is legally permitted 

under applicable sectoral and regional regulations in Ukraine. 

● A project implementation timeline detailing key stages and milestones – preparatory 

activity, authorization, financial closure, equipment procurement (if applicable), and the 

crediting period – using the expected activity start date as the baseline. 

● Demonstration that double-counting has been avoided (see above).  

● Confirmation of expected additionality, as outlined in the MAIN, along with the project’s 

financing structure and any funding already secured.33 

Note for Swiss-market projects: The Klik Foundation requires a separate Excel file containing 

the Business Model, a cash flow analysis demonstrating financial viability and a roadmap for 

financing program implementation.34 

Once the MADD is ready, the project moves to Phase 4: Validation. 

 
32 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
33 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
34 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026  
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Phase 4: Validation 
Validation is a systematic, independent, and documented assessment of the MADD’s quality 

and feasibility, conducted before the project is implemented or fully financed. It is a 

prerequisite for moving forward and seeking official authorization for ITMO transfers. The 

primary objective is to assess the likelihood that the proposed activity will achieve its claimed 

mitigation outcomes.35 

Project developers must engage a Validation and Verification Body (VVB), an accredited third-

party auditor. For Swiss-market products, the list of approved VVBs is published by the Swiss 

Federal Office for the Environment.36 When selecting a VVB, project developers should 

consider sector-specific expertise, experience with the relevant project type, and the capability 

to operate in Ukraine. Validation costs in international carbon markets typically range from USD 

10,000 to USD 25,000,37 depending on project scale and type (small-scale renewables tend 

toward the lower end; country-wide programs toward the higher). For Swiss-market products, 

these costs may be covered under the Klik Foundation’s project development support. 

Before validation begins, the developer submits the MADD and the Methodology and the 

Monitoring Plan to Ukraine’s Ministry of Economy, Environment and Agriculture for clearance 

and to identify any potential overlaps with domestic policy.38 

During validation, the VVB conducts a desk review of all documentation – the MADD, initial 

financial data, legal opinions, and stakeholder consultation records – to identify key risks and 

develop an audit plan. The VBB may also conduct an on-site assessment to confirm that 

underlying assumptions, technology, and monitoring protocols comply with validation 

requirements.39 Throughout the process, the VVB may request clarifications and corrective 

actions on the MADD documentation. The full validation process can take upwards of 10 

months.40  

Upon completion, the VBB issues the validation report and assurance statement. These, 

together with the MADD documentation, are submitted to the acquiring party to initiate project 

authorization.41 

 
35 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023 
36 Carbonoffset, Implementation of CO₂ offsetting in Switzerland and abroad, September 2025 
37 GSMA, Navigating the Voluntary Carbon Market, April 2025  
38 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
39 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023  
40 Perspectives Climate Group, The Article 6.2 Project Development Cycle, October 2023 
41 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   



Carbon Markets in Ukraine: A Project Developer's Guide to VCM and Article 6.2 
 
 

UKRAINIAN SUSTAINABLE FUND / MERCY CORPS 14 

Phase 5: Authorization 
Authorization is the formal recognition of the mitigation activity, and under the bilateral 

cooperative approach, it must be authorized by both countries. Importantly, authorization can 

occur before, during or after project implementation, meaning Ukraine may authorize a 

program retroactively, after ITMO transfers have already begun.42 

This phase typically takes up to three months.43 The cooperating countries review the MADD 

and validation report against their respective national regulations, and developers must obtain 

approval from the Ukrainian government. Upon authorization, the project is registered in 

Ukraine’s national registry to prevent double counting44 – though as noted earlier, this registry 

is still under development. For Swiss-market projects, developers must pay a fee of CHF 1,400 

to the Swiss government to authorize the project.45 

Phase 6: Implementation and MRV 
This is the phase in which the mitigation activity begins. As the project is implemented, MRV 

must be conducted to assess GHG emission reduction performance – a prerequisite for ITMO 

transfers. Developers must establish robust data collection systems consistent with the 

validated MADD specifications. 

There are two main monitoring methods, depending on the chosen standard:46 

● Direct monitoring measures emissions released in the atmosphere using international 

standards such as ISO, achieving the highest precision. Digital MRV systems, which 

incorporate smart sensors, remote sensing, cloud computing, artificial intelligence, and 

blockchain encryption, can improve accuracy and reduce costs at scale compared to 

manual method.47 

● Indirect monitoring quantifies emissions based on activity data and validated 

calculation models. It is used where direct measurement is impractical, such as tracking 

fuel consumption across a fleet of vehicles, but carries a higher risk of over- or 

underestimating reductions. 

 
42 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
43 Perspectives Climate Group, The Article 6.2 Project Development Cycle, October 2023 
44 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026   
45 Federal Office for the Environment (FOEN), Versions of the notice «Offsetting CO₂ emissions: projects and 
programmes», December 2025 
46 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023  
47 World Bank, What You Need to Know About the Measurement, Reporting, and Verification (MRV) of Carbon 
Credits, July 2022  
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Developers typically prepare annual monitoring reports, calculating mitigation outcomes 

using the formulas specified in the MADD. These reports are reviewed by an accredited VVB, 

which conducts a desk review and on-site assessment to confirm compliance with the MADD 

and the relevant standard, and issues a verification report. Verification costs vary by project 

scale, ranging from EUR 7,500 to EUR 30,000 per annual cycle.48 For Swiss-market projects, 

developers must also pay a fee of CHF 1,120 to the Swiss government for review of monitoring 

and verification reports.49 

Phase 7: ITMO transfer and payment 
Once the monitoring and verification reports are submitted to the host country, Ukraine 

confirms the number  of ITMOs to be transferred. Following a successful review, Ukraine issues 

a formal appraisal, which Switzerland must then confirm. Ukraine issues the ITMOs into its 

national registry, records their serial numbers, and cancels them in the Ukrainian registry upon 

transfer to the acquiring party, ensuring no double-counting occurs. This is the phase at which 

developers receive payment from the acquiring party.50 

The terms of transfer and payment are governed by a Mitigation Outcome Purchase 

Agreement (MOPA) – the Article 6.2 equivalent of an Emission Reduction Purchase Agreement 

(ERPAs) in the VCM.51 The MOPA defines the expected delivery volume, price and payment 

conditions. A term sheet outlining the commercial terms can be signed as early as the MADD 

stage, while the full contract may be executed once the project is authorized.52 

 
48 The Global Green Growth Institute, Screening and developing Article 6 activities, November 2023  
49 Federal Office for the Environment (FOEN), Versions of the notice «Offsetting CO₂ emissions: projects and 
programmes», December 2025 
50 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026  
51 Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH, FOUNDATIONS FOR CARBON PROJECT 
DESIGN, November 2025 
52 Klik Foundation, Participation Process We Buy ITMOs, accessed March 2026  
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Voluntary Carbon Markets 

The Voluntary Carbon Market (VCM) allows companies, organizations and individuals to 

purchase carbon credits to offset their emissions and meet voluntary climate targets. The VCM 

offers a potentially faster and more flexible route to project financing than the Article 6.2 

mechanism. While the project lifecycle is similar, entering the VCM does not involve an inter-

governmental authorization process – registration is handled through independent standards 

such as Verra VCS and Gold Standard (described in the Article 6.2 section above). The VCM 

also operates independently of national NDC priorities and imposes fewer restrictions on 

eligible activity types,53 ranging from eclectic vehicles and methane abatement from mines to 

direct air carbon capture and blue carbon initiatives – provided they are approved by the 

relevant standard and market demand exists for the resulting credits.  

The current VCM landscape is defined by an intense flight to quality: only high-integrity, 

verifiable credits command a premium, averaging around USD 14.80 in 2025 compared to 

USD 3.50 for lower-quality credits.54 Live prices by credit type can be tracked on the S&P Platts 

Carbon Price Explorer.55 Buyers increasingly avoid low-quality credits due to reputational risks 

and greenwashing concerns – where environmental claims are overstated or misleading .56 This 

is reflected in buyers’ willingness to pay 53% more for newer credits as they have more robust 

methodologies, and 37% more for projects with demonstrated environmental and social co-

benefits.57 Developers must therefore prioritize methodological rigor and integrity assurance 

to compete effectively. 

Since mitigation projects typically require significant upfront capital, many developers will 

need to secure financing from future buyers or trading platforms, as addressed in the following 

sections. Grant funding may also be pursued, though developers must ensure it does not 

become the primary financing source, which could undermine the project’s additionality case 

(see Article 6.2 section above).58 

 
53 VCM Primer, The Voluntary Carbon Market Explained, December 2021 
54 Regreener.Earth, Voluntary Carbon Market - Latest Prices and Developments, October 2025  
55 S&P Global, Platts Carbon Price Explorer, March 2025 
56 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
57 World Bank, State and Trends of Carbon Pricing 2024, May 2024  
58 GSMA, Navigating the Voluntary Carbon Market, April 2025  
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Figure 2. Voluntary carbon markets project development lifecycle 

 

Source: FG Capital Advisors 

 

Phase 1: Activity Design and Screening 

Please note: The VCM project lifecycle follows a similar phase structure to the Article 6.2 

process described above. Where criteria or procedures are substantively identical, the 

following section will cross-reference rather than repeat them. 

The first phase of the VCM project lifecycle is an internal assessment conducted by project 

developers to evaluate the activity's potential to generate high-integrity carbon credits. It 

defines the project's scope, establishes its legal and financial viability, and identifies the 

appropriate standard and methodology — all before beginning the resource-intensive Project 

Design Document (PDD). The phase addresses the fundamental criteria that determine project 

success and market acceptance.59 

1. Real, verified, and additional emissions 

These criteria are substantively the same as in the Article 6.2 process (see Real, verified, and 

additional emissions reductions, above), with one difference: here, additionality is 

demonstrated with respect to carbon credit revenue rather than ITMO sales. For Ukrainian 

projects, the same war-related barriers — country risk, economic constraints, destroyed 

infrastructure — remain relevant to the additionality argument. 

 
59 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon MarketProjects in Yucatán, November 
2024  
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2. Conservative baseline 

The methodology for setting a conservative baseline is identical to that described in the Article 

6.2 process (see Conservative baseline, above). For the VCM, this requirement is driven by the 

integrity standards of the chosen crediting mechanism rather than bilateral agreement rules, 

but the principle and application are the same. 

3. Identification of the standard and methodology  

Developers must identify the crediting standard under which the project will be registered. 

The two most widely recognised are Verra VCS and Gold Standard, though others are growing 

in use, including ACR and the International Carbon Registry. These standards differ in terms of 

fees, eligible project types, and registration and issuance processes.60 Verra VCS is broadly 

used across renewable energy, forestry, and land-use projects; Gold Standard places 

particular emphasis on sustainable development co-benefits.61 Each standard has its own suite 

of methodologies for measuring emission reductions, which must be specified in the PDD. 

Given the VCM's increasing focus on credit integrity, developers should also consult the 

Integrity Council for the Voluntary Carbon Market’s Core Carbon Principles — ten science-

based criteria for identifying high-quality credits that produce real and verifiable reductions — 

to ensure the project meets current market expectations.62 

4. Environmental and Social Impact Screening 

Developers must select a standard that includes verification of co-benefits. Under both Verra 

VCS and Gold Standard, projects are required to demonstrate contribution to at least three UN 

SDGs. Critical regulatory issues must also be assessed at this stage, including any legal 

restrictions on the proposed activity and compliance with Ukrainian environmental regulations. 

5. Pre-Feasibility and Financial Analysis 

Before drafting the PDD, developers should assess the project's technical feasibility and 

investment-readiness. The pre-feasibility analysis reviews technical, regulatory, environmental, 

and financial design options to identify the most viable approach. Depending on the activity 

type, it should assess the project area's geophysical, climatic, and environmental conditions, 

and identify risks of leakage (emissions shifting outside the project boundary) and non-

permanence (reversals of carbon storage). 

 
60 Cloverly, The Ultimate Guide to Carbon Project Registries, March 2025 
61 EcoHedge, Carbon Offset Standards Comparison: Verra VCS vs. Gold Standard, June 2024 
62 Integrity Council, The Core Carbon Principles, accessed March 2026 
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The financial component establishes overall project costs — CAPEX, OPEX, and the general 

business model — and demonstrates additionality by showing the project is not financially 

viable without carbon credit revenue63 (see additionality criteria above). 

A positive conclusion from this phase indicates a high likelihood of successful registration and 

credit issuance, and authorizes the developer to proceed to PDD development. 

Phase 2: Project Design Document (PDD)  

Please note: The PDD serves the same function as the MADD in the Article 6.2 lifecycle and 

covers largely the same ground. Where content is substantively identical — including baseline 

methodology, MRV definitions, additionality criteria, and institutional setup requirements — this 

section cross-references the MADD rather than repeating it, and notes only what differs or is 

specific to the VCM context. 

The PDD is the formal project blueprint for VCM registration, detailing the technical, financial, 

and management structure of the proposed activity. It must be drafted in accordance with the 

chosen standard's guidelines and methodology — Verra VCS64 and Gold Standard65 each 

provide specific templates. 

As with the MADD, the accuracy of the PDD’s content is critical as it will be subject to intense 

scrutiny during validation. Developers are strongly advised to engage specialized consultants 

with expertise in the selected methodology and the Ukrainian operating context. Costs 

typically range from USD 40,000 to USD 70,000.66 

The PDD covers three main areas:67 

Activity Overview 

● A project summary covering context, goals, expected results, scale, and key 

parameters, including site location, ecological characteristics (particularly relevant for 

forestry projects), and the socioeconomic status of the project area. 

● A detailed description of the chosen technology and planned activities, including the 

commercialization status of the technology in Ukraine — clarifying whether it is common 

practice or first-of-its-kind — and identification of primary stakeholders such as 

communities, landowners, and partners. 

 
63 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 
2024  
64 Verra, VCS PROGRAM DETAILS. RULES AND REQUIREMENTS,  
65 Gold Standard for the Global Goals (GS4GG), PROJECT DESIGN DOCUMENT, June 2023 
66 GSMA, Navigating the Voluntary Carbon Market, April 2025 
67 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 2024  
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Methodological Approach 

● Conservative baseline setting below BAU (see Phase 1: Activity Design and Screening). 

● An estimate of the total volume of carbon credits to be issued across the project 

lifecycle, based on the chosen methodology and adjusted for leakage and non-

permanence risks. 

● A description of the MRV approach, including all relevant technical monitoring 

parameters (e.g. temperature, gas flow rates, electricity production, hours of operation) 

(for MRV definitions, see Phase 3: Mitigation Activity Design Document, above). The 

MRV section should also address potential access limitations in Ukraine due to active 

conflict, identifying alternative approaches such as remote sensing or digital MRV 

where applicable (see Phase 6: Implementation and MRV, above). 

Institutional Setup 

● Project governance structure defining roles and responsibilities for developers and 

local partners, along with a structured risk register and mitigation plan (see Phase 3: 

Mitigation Activity Design Document, above). 

● A record of stakeholder consultations, summarizing comments received and how 

concerns are addressed. The developer must confirm the activity is legally permitted 

under applicable sectoral and regional regulations in Ukraine. 

● Confirmation of compliance with environmental and social safeguards, including any 

planned Environmental Impact Assessment. The PDD should document the project's 

contribution to sustainable development and explain how this will be monitored. This 

is particularly relevant for Ukrainian projects, where the post-war recovery context can 

amplify sustainable development impact. 

● A project implementation timeline covering activity preparation, authorization, financial 

closure, equipment procurement (if applicable), and the crediting period, using the 

expected activity start date as the baseline. 

● The project's financial structure, including key financial indicators (e.g., Net Present 

Value, Internal Rate of Return), all expected revenues and costs (CAPEX, OPEX), 

financing secured to date, and any funding gaps. This section must demonstrate 

additionality (see Phase 1: Activity Design and Screening). For Ukrainian projects, war-

related barriers remain the strongest grounds for the additionality argument.68 

Once the PDD is complete, the project proceeds to Phase 3: Validation. 

 
68 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 2024  
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Phase 3: Validation  

Please note: The validation process for VCM projects is substantively the same as for Article 

6.2 projects. To avoid repetition, this section cross-references the section “Article 6.2 Phase 4: 

Validation” where content is identical, and notes only what differs. 

Validation is a systematic, independent assessment of the PDD's quality and feasibility, and is 

a required step before project registration with a VCM standard (see Phase 4: Validation, 

above, for a full description of the process, including desk review, on-site assessment, and 

corrective action procedures). 

The VVB must be accredited by and approved under the chosen standard (e.g., Verra or Gold 

Standard) for the relevant sectoral scope — unlike in the Article 6.2 context, where the VVB list 

is published by FOEN. When selecting a VVB, developers should consider their capability to 

operate in Ukraine and, depending on the standard, their capacity to manage a public 

consultation process involving local stakeholders. 

Validation costs in the VCM typically range from EUR 15,000 to EUR 25,000, depending on 

project scale and type. 

After completing its review, the VVB issues a validation report presenting an independent 

assessment of the project's eligibility for certification under the chosen standard.69  

Phase 4: Registration 
Following successful validation, the developer submits the updated PDD, validation report, 

and any additional required documents to the chosen standard for registration — a prerequisite 

for project recognition and market access for carbon credit sales.70  

Registration fees vary by standard; each publishes detailed information on its process and fee 

schedule. For Verra, fees include: 

• Account opening: USD 750, plus USD 750 annually for account maintenance 

• Project listing in the Verra registry: USD 1,500 (this can be done before validation to 

increase market visibility)71 

• Project registration upon approval of documents: USD 3,75072 

 
69 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 
2024  
70 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 
2024  
71 Ecobase.Earth, What landowners need to know about the Verra project journey, December 2025 
72 Verra, Verra Program Fee Schedule, October 2024 
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Gold Standard's registration costs are generally higher,73 though specific figures should be 

confirmed directly with the standard. 

Phase 5: Implementation and MRV 

Please note: This phase is substantively similar to Article 6.2 Phase 6: Implementation and MRV. 

To avoid repetition, this section cross-references that phase where content is identical and 

notes only what differs in the VCM context. 

As with Article 6.2 projects, this is the phase in which the mitigation activity begins and MRV 

must be conducted — a prerequisite for carbon credit issuance (see Phase 6: Implementation 

and MRV, above, for definitions and descriptions of direct and indirect monitoring, verification 

procedures, and the role of the VVB). One important difference: some VCM standards allow a 

project to begin implementation before registration — typically up to two years prior to the 

registration date. 

Ensuring MRV accuracy is particularly critical in the VCM: 91% of carbon credit buyers rank MRV 

quality as one of their top criteria in purchase decisions.74  

Developers prepare monitoring reports annually, calculating emission reductions per the 

methodology specified in the PDD. These are reviewed by an accredited VVB, which conducts 

a desk review and on-site assessment and issues a verification report. If the project commenced 

activities before registration, validation and first verification may be carried out simultaneously 

to save costs — though some standards require these to be performed by separate VVBs to 

avoid conflicts of interest.75 

Verification costs range from EUR 7,500 to EUR 30,000 per annual cycle.76 Developers must 

also pay the chosen standard's fee for reviewing monitoring and verification documents; for 

Verra, this ranges from USD 2,500 to USD 5,000. 77 

Following successful verification, the standard certifies and approves credit issuance. Each 

credit is listed in the standard's registry and assigned a unique code to ensure transparency 

and prevent double-counting.78 

 
73 EcoHedge, Carbon Offset Standards Comparison: Verra VCS vs. Gold Standard, June 2024 
74 Climate Impact Partners, Generating Carbon Credits, accessed March 2026 
75 Carbon Offset Guide, What Makes High-Quality Carbon Credits, accessed March 2026 
76 Medium, Verification: The Critical Step for Voluntary Carbon Projects, February 2024 
77 Verra, Verra Program Fee Schedule, October 2024 
78 Climate Impact Partners, Carbon Credits, accessed March 2026 
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Phase 6: Commercialization 
Once the carbon credits are certified and issued, they can be sold to generate revenue. 

Identifying a market entry strategy early in project development is important, as it can influence 

how phases such as PDD and validation are funded and executed, and affects projected income.  

Pricing in the VCM follows one of two models: a spot-price contract, where carbon credits are 

sold at the prevailing market price at time of sale (exposing developers to price volatility) or a 

forward contract, where the buyer guarantees a price in advance (providing certainty but 

potentially leaving developers disadvantaged if market prices rise). Once used, credits are 

retired in the registry to prevent double-claiming.79  

There are three main routes to market:  

Direct Offtake Agreements 

Companies and organizations purchase credits directly from the project, bypassing 

intermediaries. Among the largest VCM buyers are major corporations – demand from 

technology companies  in particular has grown rapidly, driven by the energy intensity of AI 

infrastructure.80 Microsoft, for instance, has contracted more than 10 million tons of 

afforestation credits over a 30-year period. 

Direct sales offer several advantages: they can result in long-term Emission Reduction Purchase 

Agreements (ERPAs) — the VCM equivalent of MOPAs in Article 6.2 — under which buyers 

commit to purchasing verified credits on a regular schedule over multiple years,81 thus 

reducing price uncertainty and providing more stable revenue. With no intermediary, 

developers may also achieve better pricing through direct negotiation. Some buyers will also 

support project development through grants or pre-financing, either at a predetermined 

discount to market price or in exchange for a share of credits generated — making early 

engagement with potential buyers strategically important. 

However, securing direct agreements requires strong networks and significant negotiation 

resources. Where buyers provide upfront project financing, this typically comes at a 

meaningful discount to prevailing market prices.82 

 
79 GSMA, Navigating the Voluntary Carbon Market, April 2025 
80 Carbon Credits, Google, Meta, and Others Invest $41M in Carbon Removal Credits, July 2025 
81 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
82 GSMA, Navigating the Voluntary Carbon Market, April 2025 
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Brokers 

Brokers connect buyers and sellers, often aggregating credits from multiple projects to sell 

large volumes. Prominent examples include South Pole and Climate Impact Partners.83 Brokers 

bring market expertise and demand-side connections that can be valuable for developers 

without established buyer relationships. Like direct buyers, some brokers offer project 

development support in exchange for a share of carbon revenues — though in smaller projects 

this can reach up to 50%, which developers should weigh carefully.84 

Trading platforms 

Specialized trading platforms are an increasingly prominent route to market, offering 

transparent spot-price trading and typically combining credit issuance and registration with an 

integrated sales channel. Projects entering these platforms may need to comply with platform-

specific standards. Among the largest carbon credit exchanges are Xpansiv CBL (New York) 

and AirCarbon Exchange (ACX, Singapore), both of which have developed their own standards 

for certain credit types — though credits issued under other recognized standards are also 

traded on these exchanges.85 

Platforms can reduce project development and registration costs through lower fees, with 

some offering upfront funding. Credits traded on platforms are often considered high quality 

due to data transparency. However, these platforms remain relatively nascent and developers 

may still need to invest significant time in finding buyers.86 

Considerations For Project Development In Ukraine 

Carbon finance offers significant opportunities for projects developed in the Ukrainian post-

war recovery context, channeling international capital into sustainable initiatives that would 

otherwise be financially unfeasible or too risky to attract conventional investment. As discussed 

above, this is precisely the environment in which the additionality case is strongest: project 

documentation — whether a PDD or MADD — should clearly demonstrate war-related barriers 

to investment, including country risk, economic constraints, destruction of civilian 

infrastructure, and elevated implementation costs, positioning carbon finance as the 

instrument that makes these projects viable. 

 
83 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
84 GSMA, Navigating the Voluntary Carbon Market, April 2025 
85 Sust Global, The voluntary carbon market: a comprehensive guide, 2022 
86 GSMA, Navigating the Voluntary Carbon Market, April 2025 
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Projects developed in this context also offer strong potential for UN SDG co-benefits — an 

increasingly mandatory reporting requirement under leading standards, and a meaningful 

driver of credit quality and market value. 

Sector-specific factors and considerations for Ukrainian project developers are discussed in 

the sections below. 

Renewable energy 
Ukraine’s economy has historically been highly carbon-intensive, with the energy sector 

accounting for 53% of the country’s emissions.87 The Russian full-scale invasion compounded 

these challenges by destroying or damaging major energy generation assets and occupying a 

substantial share of renewable energy facilities. In this context, deploying decentralized low-

carbon energy infrastructure has become a strategic necessity, extending beyond climate 

mitigation to address energy security and postwar recovery.  

Carbon finance has historically been an important source of funding for renewable energy: 

about a third of all carbon credits issued since 2010 have come from renewable energy 

projects.88 However, these credits have faced growing criticism for failing to deliver genuine 

climate impact, contributing to falling prices. The core issue is additionality; as renewable 

energy has become cost-competitive in many markets, carbon finance is no longer essential to 

make such projects viable.89 Some standards have responded with restrictions – Verra now 

limits renewable energy projects to least developed countries, while Gold Standard restricts 

new projects to small-island and landlocked developed countries and those where renewables 

account for less than 5% of the energy mix.90 

Ukrainian projects face similar risks. If a wind or solar farm is already commercially viable under 

Ukraine’s green tariff, its carbon credits are unlikely to attract buyers.91 DTEK issued 880,000 

carbon credits from its 246 MW Nikopolska solar farm in Dnipropetrovsk region in early 2025; 

after a year, the full volume remains unsold on the International Carbon Registry (ICR), 

suggesting the project is already commercially viable without carbon finance.92 By contrast, the 

32 MW Ovid wind farm in Odesa region has already sold a portion of its 262,000 credits at USD 

 
87 Green Deal Ukraina, GHG emissions assessment in Ukraine on the way to climate neutrality and ETS 
Introduction, June 2024 
88 Verra, Why Renewable Energy Projects Still Need Climate Finance, June 2025 
89 Carbon Market Watch, No added value: Flaws of renewable energy carbon credits hidden in plain sight, June 
2024  
90 MSCI, Renewable-Energy Carbon Credits Losing Steam, August 2024  
91 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
92 CarbonRegistry, Nikopolska Solar Farm  
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3.51 per credit.93 Both projects used the ACM0002 methodology under the UNFCCC CDM 

standard; their project documentation is publicly accessible on the ICR website94 and may 

serve as a useful reference for developers in the sector. 

 Carbon-financed energy projects in Ukraine can include wind, solar, hydropower, biomass, 

and industrial energy efficiency 

— all of which can access 

carbon finance if designed 

appropriately. Typical crediting 

periods are 7–10 years under 

Verra95 and up to 15 years 

under Gold Standard.96 As 

noted above, Ukrainian 

projects must explicitly 

demonstrate war-related 

barriers to conventional 

finance as the basis for their 

additionality argument. 

Calculating the Grid Emission 

Factor (GEF) — a measure of 

average emissions per unit of electricity generated by the national or regional grid — is also 

essential for establishing the baseline, as it quantifies the emission intensity of the fossil-fuel 

generation displaced by the project.97   

One of the most promising project types are rooftop solar panels on hospitals and educational 

institutions. These are less commercially driven than utility-scale projects and well positioned 

to demonstrate co-benefits across multiple UN SDGs, including affordable and clean energy, 

good health and well-being, and climate action.98 Given the relatively small scale of individual 

installations, developers should consider aggregating projects under a programme of 

activities to achieve the economies of scale required for cost-effective carbon credit issuance.  

 
93 CarbonRegistry, Ovid Wind Farm Project  
94 CarbonRegistry, Nikopolska Solar Farm 
95 https://www.gba.org/resources/green-building-methods/energy-solutions/recs-and-carbon-offsets/ 
96 Gold Standard for the Global Goals (GS4GG), ELIGIBLE CREDITING PERIOD FOR PROJECTS TRANSITIONING 
TO GS4GG OR SEEKING LABELLING UNDER GS4GG, May 2020  
97 United Nations Climate Change, Methodological tool: Tool to calculate the emission factor for an electricity 
system, August 2018 
98 Atlantic Council, Carbon markets and climate finance for Ukraine’s recovery, November 2025  

Rooftop solar panels on a hospital in the Kyiv 
region
Source: Suspilne Kyiv
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Biomass-based projects – including biogas and biomethane production –also offer significant 

potential. Ukraine’s annual biomethane production capacity is estimated at 21 billion cubic 

meters, representing a strategic opportunity to displace fossil natural gas in heating, industry, 

and transport.99 However, biomethane projects that export to the EU and receive a European 

green premium for avoiding emissions cannot simultaneously issue carbon credits, as this would 

constitute double-counting.100 By contrast, biogas plants producing heat and power for 

Ukrainian farmers can demonstrate additionality and broader impact to access carbon finance. 

Biogas projects may also generate additional credits from digestate – a byproduct used as 

organic fertilizer – as discussed in the “Agriculture” section below. The Klik Foundation 

recognizes methane mitigation in the agricultural sector as an eligible project type in Ukraine.101  

Energy efficiency and renewable energy in the industrial sector also offer promising 

opportunities, subject to demonstrated additionality. Klik Foundation recognizes industrial 

emissions mitigation as eligible under the Ukraine-Switzerland bilateral agreement. 

Importantly, in the context of the EU Carbon Border Adjustment Mechanism (CBAM) – which 

places a carbon price on certain imported goods and is expected to affect Ukrainian producers 

starting from 2026 – using carbon credits to demonstrate emissions reductions could provide 

a meaningful competitive advantage for Ukrainian industrial enterprises.102 

Forestry 
Nature-based solutions – projects that use natural processes to capture or avoid GHG 

emissions, including forest management, soil carbon and coastal ecosystem protection – 

generated nearly 40% of all carbon credits worldwide in 2023, and this share continues to 

grow.103 Among the most promising ones in the Ukrainian context are forest projects. The war 

has caused severe environmental damage, with nearly 3 million hectares of forest damaged or 

destroyed,104 creating both the need and the potential for large-scale forest recovery activities 

aligned with Ukraine’s broader sustainable reconstruction.  

ARR Credits 

Afforestation, Reforestation, and Revegetation (ARR) credits are classified as "removal" credits 

— issued by projects that physically remove carbon from the atmosphere by storing it in trees 

 
99 UABIO, Biomethane in Ukraine: opportunities and development — event materials and speakers’ statements, June 2025  
100 Veyt, Veyt 2024 biomethane overview and 2025 outlook, January 2025  
101 Klik Foundation, Requirements of the Swiss CO₂ Ordinance, accessed March 2026 
102 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
103 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 
2024  
104 Ministry of Environmental Protection and Natural Resources of Ukraine, 71 billion dollars in losses and 180 million tons 
of emissions: at COP29, Ukraine announced the scale of damage to nature during 1,000 days of war, November 2024 



Carbon Markets in Ukraine: A Project Developer's Guide to VCM and Article 6.2 
 
 

UKRAINIAN SUSTAINABLE FUND / MERCY CORPS 28 

— as distinct from "avoidance" or "reduction" credits. Removal credits command stronger buyer 

demand and higher prices.105 While most carbon credit prices fell sharply after 2021 and only 

recovered in 2024,106 ARR prices remained relatively stable, averaging USD 22 in 2025.107 

ARR projects in Ukraine are promising given the urgent need for environmental recovery 

through afforestation and reforestation. Tree species typical of Ukraine's forest-steppe zone, 

such as oak, are effective carbon sinks, storing over 191 tons of carbon per hectare.108 

However, ARR projects in Ukraine face a significant additionality challenge. Afforestation and 

reforestation are largely mandated by Ukrainian law, which conflicts with the principle of legal 

additionality — the requirement that a project goes beyond what existing regulations already 

require.109 Under the Law of Ukraine on Land Protection, low-productive and degraded 

agricultural lands are already subject to conservation measures including afforestation, 

grassing, and renaturalisation.110 

This requirement has been widely criticized for deterring carbon finance from countries where 

relevant regulations exist but are systematically unenforced. Importantly, ARR projects in 

Ukraine may still qualify for carbon credits in two circumstances. First, the CDM standard's 

additionality tool recognizes situations where legal requirements are systematically not 

enforced — defined as non-compliance prevalent across at least 30% of the area of the smallest 

relevant administrative unit.111 Where this can be demonstrated, ARR projects remain eligible. 

Second, projects that go beyond legal requirements — for instance, through higher planting 

density or use of more climate-resilient species — can establish additionality on that basis. For 

reforestation specifically, the Forest Code of Ukraine requires restoration within two years of 

fire or clearcut; non-compliance due to financial or technical constraints,112 or action that 

exceeds legislative requirements, can similarly support the additionality case. 

 
105 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 
2024  
106 Environmental Finance, Why the forest carbon market is bouncing back, March 2024  
107 Sylvera, Carbon Offset Pricing Trends: What Buyers Should Budget for in 2026, January 2026  
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Forest-Steppe: Forest Monitoring Data, November 2020 
109 Climate Sustainability Directory, How Can Additionality Be Verified?, February 2026  
110 Verkhovna Rada of Ukraine, Law of Ukraine on Land Protection, November 2024  
111 United Nations Climate Change, Tool for the Demonstration and Assessment of Additionality in A/R CDM Project 
Activities, October 2007  
112 Verkhovna Rada of Ukraine, Forest Code of Ukraine, October 2025 
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REDD Credits 

Reducing Emissions from Deforestation and Forest Degradation (REDD) credits are avoidance 

rather than removal credits, and trade at somewhat lower prices – averaging USD 6 in 2025.113 

They nonetheless represent significant potential in Ukraine, where large areas of existing 

forests require protection.  

 Ukraine’s total forest carbon stock 

has been estimated at USD 41 billion 

in value at current REDD credits 

prices (2025).114 Of Ukraine's more 

than 10 million hectares of forest, 

approximately 300,000 hectares are 

young self-sown forests that have 

naturally grown on previously 

unutilized agricultural land. Under 

current Ukrainian legislation, these 

forests are unprotected and 

classified as undesirable woody and 

shrub vegetation on agricultural 

land,115 leaving them vulnerable to fire and clearance — both of which release significant stored 

carbon. 

Converting these areas to forest fund lands and establishing communal forestry enterprises116 

to manage them would be eligible for REDD carbon finance, generating credits for the 

preservation and improved management of these forests. 

Implementation Considerations 

Forest project developers should account for several practical factors. 

Monitoring and verification costs can run up to 50% higher than for other project types, given 

the complexity of measurements and equipment involved.117 This is partially offset by less 

frequent verification cycles, which are typically once every five or six years for forestry, 

compared to annual verification for renewable energy projects.118  

 
113 Sylvera, Carbon Offset Pricing Trends: What Buyers Should Budget for in 2026, January 2026  
114 Valentyn Hvozdii, Voluntary carbon credits: verification, value, and prospects for Ukraine, November 2025 
115 Office of Sustainable Solutions, What is the procedure for cutting down self-grown forests on privately owned 
land plots?, April 2024  
116 WWF, Preservation of self-seeding forests, accessed March 2026 
117 GSMA, Navigating the Voluntary Carbon Market, April 2025 
118 Climate Focus, The Best Practices Guide for Developing Voluntary Carbon Market Projects in Yucatán, November 2024 

Self-sown forest in Ukraine
Source: Ukrainian Nature Conservation 
Group
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Non-permanence risk – the potential reversal of carbon storage due to forest fires or 

degradation – must be actively managed. Standards typically require the issuance of “buffer” 

credits to a pooled reserve, with up to 20% of total issued credits set aside as insurance against 

reversals.119 The proportion varies by standard and project-specific risk rating.  

Crediting periods are substantially longer than for other project types – Gold Standard, for 

instance, allows crediting periods of 30-50 years120 – reflecting the long-term nature of forest 

carbon storage.  

As with all carbon credit project types, forest projects must demonstrate impact beyond 

emissions removal. Relevant SDGs include Decent Work and Economic Growth (employment 

generated by project implementation), Climate Action (carbon removal), and Life on Land 

(biodiversity improvements through forest management). 

Agriculture 
The agricultural sector is one of the largest GHG emitters in Ukraine121 and has significant 

potential for carbon credit issuance. Agricultural credits are often referred to as soil carbon 

credits, as their primary impact comes from projects that sequester carbon in soil. They offer a 

distinctive dual benefit: beyond generating revenue from carbon finance, the underlying 

practices simultaneously improve soil health – directly benefiting the agricultural enterprise 

itself. In 2025, average prices for soil carbon credits ranged from USD 8 to USD 15122, with 

forward ERPAs potentially securing prices above USD 20.123 

Sustainable agriculture practices  

Soil carbon sequestration is achieved through a combination of improved agricultural 

practices. These typically include retention of organic residues, which enrich the soil with 

organic carbon; cultivation of cover crops to retain carbon between growing seasons; and the 

use of organic fertilizers – such as manure, compost or residues from previous crops – that 

return carbon to the soil previously removed at harvest. Organic matter also nourishes 

microorganisms that improve soil health and help stabilize stored carbon.  

Together, these practices can sequester carbon for years – but their effectiveness critically 

depends on avoiding deep plowing, which brings carbon from lower soil layers to the surface 

 
119 S&P Global Voluntary carbon markets: how they work, how they’re priced and who’s involved, December 2025  
120 Gold Standard for the Global Goals (GS4GG), Requirements and procedures: extension of crediting period of 
land use, forestry and blue carbon activities, September 2025 
121 Green Deal Ukraina, GHG emissions assessment in Ukraine on the way to climate neutrality and ETS 
Introduction, June 2024 
122 Anaxee, What is a carbon credit worth?, August 2025  
123 Quantum Commodity Intelligence, Soil carbon credits priced above $20/t in forward contracts, November 2024  
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and neutralizes the gains from other practices. Modern enterprises address this through 

reduced tillage intensity or no-till farming. Projects issuing soil carbon credits typically combine 

several of these practices to maximize emissions reductions and long-term impact. Developers 

new to the sector are encouraged to begin by identifying at least one conventional practice 

that can be replaced with a more sustainable alternative.124 

The Ukrainian Context 

Agriculture currently leads carbon credit generation in Ukraine. Large companies are already 

at work: in 2025, Kernel announced a pilot project implementing sustainable agriculture 

practices across 15,000 hectares in Chernihiv Oblast, prepared for verification under the Verra 

VM0042 methodology.125 Smaller enterprises face higher barriers to entry due to upfront costs 

and the scale required for economic viability, typically thousands of hectares. Aggregation of 

fields from multiple smaller operators can help overcome this restraint.126 Ukrainian SMEs are 

already participating: the Ivan Franko agricultural enterprise in Rivne Oblast minimized tillage 

across 4,000 hectares and sold carbon credits at EUR 22 per hectare, with plans to reinvest the 

income in cover crops and organic fertilizers.127 Several soil carbon credit programs are now 

operating in Ukraine, including Agreena, InSoil and Sentinel Earth, providing support for 

agricultural project development. 

Additionality and Risk Management 

As with all carbon credit projects, agricultural projects must demonstrate additionality — showing 

that sustainable practices would not have been adopted without carbon finance. In practice, this 

limits eligibility to farmers who have not yet transitioned to sustainable methods.128 

In the Ukrainian context, the additionality case can be strengthened by demonstrating that 

carbon finance is critical to the enterprise's revenue structure given war-related risks and 

economic disruption. One example: a farm owner with 2,500 hectares in Odesa Oblast 

leveraged carbon credits as a primary income source amid financial uncertainty and severe 

export disruption following the destruction of seaport infrastructure.129 Demonstrating that 

carbon revenues would be reinvested in further sustainable practices can serve as a strong 

supporting argument for additionality. 

 
124 WEAGRO, Where should farmers start to earn money from carbon credits?, December 2025 
125 UkrAgroConsult, Kernel prepares to issue international carbon certificates, November 2025  
126 S&P Global, Soil carbon credits: Opportunities and challenges ahead, February 2023  
127 KURKUL, Carbon credits — how to get more for what you do every day, February 2024 
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129 Sifted, Ukraine’s farms get a boost from soil-based carbon credits, January 2024  



Carbon Markets in Ukraine: A Project Developer's Guide to VCM and Article 6.2 
 
 

UKRAINIAN SUSTAINABLE FUND / MERCY CORPS 32 

Agricultural carbon projects, like forestry projects, should also consider maintaining a pool of 

buffer credits — up to 20% of total issued credits, held in reserve and not available for sale — to 

insure against unforeseen reversals such as pesticide use or extreme weather events,130 

particularly where credits are sold under long-term ERPAs or MOPAs. Typical crediting periods 

for soil carbon projects range 

from 5 to 25 years, depending on 

the standard.131 

 One of the prospective elements 

of sustainable agriculture in 

Ukraine is the replacement of 

synthetic fertilizers, which cause 

soil degradation and contribute 

to GHG emissions, with organic 

ones such as digestate and 

biochar. Digestate is a nutrient-

rich substance produced from 

the anaerobic digestion of 

organic waste as a byproduct of 

biogas production. It is already 

being applied in Ukraine to improve soil health and increase crop yields, supporting emissions 

mitigation.132 If an enterprise operates a biogas unit that produces green energy, it can as well 

use digestate produced at the same unit for its own needs, thereby demonstrating the 

potential for issuing carbon credits from both activities, creating a sustainable circle in 

agriculture. In turn, biochar, which is produced through pyrolysis from either forestry biomass 

or agricultural waste, is also used as a fertilizer, enhancing soil health and water retention.133 

Although producing biochar is more expensive than digestate,134 biochar sequesters carbon 

in soil for centuries, therefore prices for biochar carbon credits are much higher than most of 

other projects, reaching USD 177.135  

 
130 AHDB, Schemes in the carbon market: what to look out for, May 2023  
131 Farm Carbon Toolkit, Getting Paid for Carbon, April 2023 
132 SuperAgronom, How digestate works — for soil nutrition and improvement: the experience of MHP, October 2025  
133 CIEEM, Biochar-based Carbon Sequestration: Opportunities, Challenges and the Way Forward – by David 
Kesner, September 2023  
134 Anaerobic Digestion, Biochar from Food Waste Digestate: Turning Organic Waste into Profitable Carbon 
Capture, May 2025  
135 Sylvera, Carbon Offset Pricing Trends: What Buyers Should Budget for in 2026, January 2026  

Fertilizer application
Source: Egritech
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Conclusion 

Ukraine's post-war recovery context is, in many respects, uniquely suited to carbon finance. 

The combination of war-related investment barriers, damaged ecosystems, and large-scale 

agricultural activity creates strong additionality conditions across renewable energy, forestry, 

and agriculture simultaneously — and the need for reconstruction capital makes carbon 

markets not merely an option but a strategic necessity. However, the primary obstacle remains 

the technical and institutional complexity of bringing them to market. This guide aims to equip 

Ukrainian project developers with the foundational knowledge to navigate that complexity — 

from initial screening through to credit issuance and commercialization. The next step is action: 

engaging early with standards bodies, potential acquiring parties, and carbon finance 

intermediaries will be critical to translating Ukraine's considerable carbon potential into 

tangible recovery finance. 


