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Summary

This study assesses the draft certification methodologies proposed by the European Commission
under the Carbon Removal and Carbon Farming Regulation (CRCF) for carbon farming activities’.
The evaluation is based on the draft delegated regulation for carbon farming activities and its Annex
(referred to as ‘draft methodology’ in the following), shared by the European Commission with the
CRCF Expert Group in April 2026. It analyses the draft methodology with regard to whether it
adheres to key integrity principles of the voluntary carbon market?, and compares it to the
requirements of the Article 6.4 Paris Agreement Crediting Mechanism (PACM). As PACM
methodologies for carbon farming are not yet available, we compare the CRCF methodology against
key overarching PACM standards which set requirements for crediting under the PACM in general,
including carbon farming activities.

According to our assessment, the proposed CRCF certification methodology for carbon farming does
not adhere to key integrity principles in the voluntary carbon market and sets a lower standard than
the PACM. It includes several shortcomings that risk to undermine the integrity of units issued under
the CRCF. Particularly, flexibility in choosing monitoring approaches, insufficient consideration of
uncertainty, omission of leakage sources such as ILUC, as well as insufficient additionality and
permanence requirements are likely to lead to many CRCF units that are not backed by actual
emission reductions or removals. Several issues we identified contradict principles set in the CRCF
Regulation itself, including unclear requirements for updating baselines, omission of leakage
sources, missing incentives for maintaining carbon stocks over several decades and missing liability
mechanisms to address reversals for soil emission reduction activities.

More specifically, the main weaknesses in the draft methodology include:

Structure of the document

e One methodology document for very different activity types. The draft combines
requirements for agriculture on mineral soils, agroforestry, peatland rewetting/restoration,
and afforestation in one document. This makes the methodology document convoluted and
hard to interpret, increasing transaction costs and potentially leading to inconsistent
implementation and monitoring.

= Consistent with best practice in the voluntary carbon market and the PACM, we
recommend developing separate documents for each activity type which specify the
requirements in a step-by-step approach.

Use cases of temporary units not defined

o Use cases of temporary units are not defined. CRCF sequestration units expire at the end
of the monitoring period unless monitoring is prolonged. It is a severe gap that eligible use
cases for these units are not defined. If temporary units were to be used for offsetting of

' Carbon removals and soil emission reductions in agriculture and agroforestry on mineral soils, soil
emission reductions resulting from the rewetting and restoration of peatlands and of other organic soils,
carbon removals and soils emission reductions from afforestation.

2 This analysis builds on Oeko-Institut's assessment of previous draft versions of the certification
methodologies, available here: https://www.oeko.de/en/projects/detail/assessment-of-draft-
methodologies-under-the-eu-carbon-removal-certification-framework-crcf-ii/.



https://www.oeko.de/projekte/detail/assessment-of-draft-methodologies-under-the-eu-carbon-removal-certification-framework-crcf
https://www.oeko.de/projekte/detail/assessment-of-draft-methodologies-under-the-eu-carbon-removal-certification-framework-crcf

permanent emissions, this would undermine integrity and may eventually result in higher
emissions than without the use of the CRCF.

= We strongly recommend excluding the use of CRCF units from carbon farming
activities for offsetting purposes.

Quantification requirements

Monitoring requirements are not operationalised. Monitoring plans must describe pools,
sources, approaches, and frequency. Yet, there are no specific requirements on monitoring
frequency or approach. Data source requirements are insufficient which is highly problematic
for soil carbon measures because calculated outcomes could differ strongly from actual
outcomes.

=> Consistent with best practice in the voluntary carbon market®* and the PACM, we
recommend to clearly specify reliable and robust monitoring requirements for each
parameter.

High flexibility to select quantification approaches. Operators can choose models,
measurements, proxies, or default emission factors (with some restrictions). It is well
documented in the literature that such flexibility has led to inflated estimates due to adverse
selection, i.e. participants selecting favourable values.*

= We recommend that the methodology systematically avoids adverse selection risks
by prioritising more accurate approaches or choosing conservative options.

Key uncertainties are not fully accounted for. The methodology does not consider key
sources of uncertainty, including uncertainty related to BAU assumptions, leakage,
estimation of associated GHG emissions, the use of proxies, the use of emission factors and
the use of allometric equations. Additionally, the methodology uses lower confidence levels
for uncertainty (70% for SOC stock changes and N2O emissions and 90% for biomass) than
prescribed under the PACM (95%).

= We recommend enhancing the CRCF requirements to account for all sources of
uncertainty and use the same confidence level as required under the PACM.

Leakage is not addressed. The methodology does not identify any leakage sources, does
not require prevention or minimisation of leakage, and does not require quantification of
remaining leakage. Particularly, ILUC risks are not accounted for based on the assumption
that ILUC impacts would only be triggered in the event that revenues from CRCF units are
equal or higher compared to revenues generated under previous land use. This is
inappropriate as displacement of agricultural activities can occur through global commodity
markets even with small shifts and without high revenues from CRCF units.
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See e.g. monitoring requirements in Verra’s Blue Carbon Methodology VM0033, pp. 65ff.,
https://verra.org/wp-content/uploads/2023/09/VM0033-Methodology-for-Tidal-Wetland-and-Seagrass-
Rest...

See e.g. Haya et al. (2023); Badgley et al. (2022).
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= We strongly recommend adding requirements to address leakage risks, including
accounting for ILUC risks.

Baseline-setting is not ambitious enough: Downward adjustments of baselines are only
required for agricultural activities and only from the second crediting period onwards. The
term ‘downward adjustment’ is used in the context of updating the baseline for agricultural
activities which is not aligned with the concept of strengthening the ambition of baselines
under the PACM. Updating of baselines is only required for “agricultural and agroforestry
practices that reduce direct and indirect N20O emissions from managed agricultural soils”. In
contrast to the PACM, the proposed CRCF methodology thus does not ensure that baselines
become more ambitious over time.

=>» Provisions to mandate downward adjustments as well as baseline updates should be
added for all activity types and relevant parameters and assumptions.

Carbon pools and emission sources are defined imprecisely and incompletely. The
methodology uses imprecise terms such as ‘living biomass’ to determine the activity
boundary. These terms are not defined and leave room for interpretation. Additionally, key
emission sources relevant for carbon farming activities are missing, including fires and soil
disruption.

= We recommend adding precise definitions of emission sources and carbon pools that
must be considered.

Additionality requirements

Additionality requirements are partially insufficient: Operators can register activities
under the CRCF which have been operating for several years. This means that retroactive
crediting of activities is allowed. As these activities have been implemented successfully
without the additional incentive from selling CRCF units, certification of these activities does
not generate any additional removals or emission reductions. Additionally, the methodology
lacks explicit provisions for what happens if an activity becomes legally mandated
after certification. Furthermore, funding from public and private sources may be combined
without separate attribution of units to these sources.

= We recommend making the incentive effect test mandatory for all operators, adding
provisions for excluding activities that are legally required and proportionally
attributing CRCF units to different funding sources if these are combined.

Permanence requirements

Short monitoring durations. Monitoring is required for only 5 years after the end of the
activity period for agricultural/agroforestry activities and for afforestation. For agricultural
activities, this means that achieved carbon removals might only be guaranteed for 10 years.
While longer monitoring requirements might not be aligned with farmer’s planning horizons,
ensuring mitigation impacts for such a short timeframe is not consistent with the objective
stated in the CRCF Regulation to store CO, “for at least several decades”. Furthermore, for
afforestation, high reversal risks remain after the end of the monitoring period but are not
accounted for in the draft methodology. Additionally, the methodology lacks incentives for
maintaining carbon stocks over longer time periods.

11



= We recommend making monitoring mandatory for several decades for afforestation
activities.

Peatland rewetting is treated as permanent. The methodology states that no liability
mechanism to address reversals is needed for peatland rewetting because the emission
reductions are considered irreversible. There is broad scientific consensus that emissions
from peatland rewetting are subject to non-permanence risks.® Accordingly, all major carbon
crediting programmes and the PACM treat peatland rewetting as carrying non-permanence
risks. We note, however, that the risk for reversing avoided emissions from peatland
rewetting are considerably lower than for some other activities, such as emission reductions
from reduced deforestation. One reason for this is that the practical and administrative efforts
to implement rewetting activities are comparatively high and are unlikely to be quickly
reversed. Nevertheless, non-permanence risks remain and should be addressed, for
example, through respective legal requirements. Furthermore, the approach in the
methodology fails to address the CRCF Regulation requirement for monitoring rules and
liability mechanisms for soil emission reduction activities.

= We recommend revising the permanence requirements for peatland rewetting and
adding appropriate liability mechanisms for such activities.

The proposed risk assessment for agricultural activities and agroforestry and liability
mechanisms to address reversals are insufficient: Operators are given flexibility to use
different data sources to estimate the reversal risk of agricultural activities including
agroforestry. This is problematic as the draft methodology does not require the prioritisation
of more conservative data sources and approaches. For instance, the overall risk rate for
agricultural activities results in a value between 2% and 15% which is very likely to be too
low to account for reversal risks of such activities and does not take into account accelerated
climate change impacts, nor avoidable reversals. Additionally, provisions are missing in the
draft methodology itself on how operators will be held liable for replenishing the buffer pool
in case of avoidable reversals. It is also not clear how reversals that exceed the amount of
credits in the buffer pool would be covered.

= We recommend accounting for identified risks more comprehensively and
strengthening the proposed liability mechanisms in line with best practices on the
voluntary carbon market.

Sustainability requirements

The proposed CRCF methodology has no systematic approach to safeguards. It does
not include a definition of the assessment procedure and specific criteria per impact category.
It is unclear how the compliance with the broad requirements should be ensured and
operationalised, and how monitoring should be implemented. It remains unclear how any
potential risks are addressed and what actions need to be taken in case of identified negative
impacts.

= We recommend providing guidance on how compliance with sustainability
requirements shall be provided by operators.

5 See e.g. Schneider et al. 2024; Leifeld et al. 2025.
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We also find that the proposed CRCF methodology for carbon farming activities is not aligned with
the PACM in many aspects. The table below provides an overview of our findings for comparing
methodological requirements of the draft CRCF methodology to the requirements established by the
PACM. For most aspects that are key for ensuring unit integrity, the proposed CRCF methodology
sets a lower standard than the PACM requirements. Only the additionality requirements under the
proposed carbon farming methodology partially meet the requirements of the PACM. For a few
matters, a comparison is not yet possible, as the PACM rules have not been fully elaborated.

The rules on the PACM are generally more ambitious and build on the lessons learned under the
CDM as well as other carbon crediting programmes and aim to avoid past mistakes. The proposed
CRCF methodology does not seem to build on the wealth of experience that is available and fails to
ensure alignment with Article 6 of the Paris Agreement as intended by Article 18(4) of the CRCF
Regulation. Given that carbon farming projects within the EU will be able to choose between different
crediting programmes, including options that will be aligned with the PACM requirements, it is key to
ensure that the EU crediting framework does not fall behind international integrity benchmarks and
remains attractive to buyers.

Overall, the lack of alignment with PACM requirements and best practice in the VCM results
particularly in over-crediting and non-additionality risks. These risks apply to all carbon farming
activities. With the proposed CRCF methodology, the EU would fail to set a standard that delivers
high quality carbon removals and soil emission reductions as proclaimed by the CRCF Regulation.
If such units were used for compliance with EU climate targets, the CRCF could pose significant
risks, potentially undermining the ability of the EU to achieve these targets. Additionally, the CRCF
rules do not exclude that voluntary buyers use CRCF units for offsetting purposes. Yet, using low
quality units for offsetting implies severe greenwashing risks. If, as a result of the weaknesses in the
certification methodologies, demand for CRCF carbon farming sequestration and soil emission
reduction credits was low, this could limit the extent to which the CRCF can contribute to the stated
goal of helping to achieve the EU’s climate neutrality target.

We recommend revising the proposed CRCF methodology in many areas before its adoption as well
as prohibiting the use of CRCF carbon farming units for offsetting purposes. In revising the
methodology, we recommend considering the requirements set under the PACM as well as well-
established best practices in other carbon crediting programmes.

Table 1: Comparison of PACM and CRCF requirements

PACM requirement CRCF alignment Risk for CRCF unit
integrity

Additionality

No retroactive crediting Partially Likely low

Consideration of legal requirements Partially Medium

Investment analysis Largely Likely low

Consideration of public funding Largely Low

Quantification of emission reductions and

removals

Conservativeness and consideration of uncertainty Partially High

13



PACM requirement CRCF alignment Risk for CRCF unit
integrity

Baselines to be set below business-as-usual (BAU) | Partially Medium

Enhancing the ambition of baselines over time Partially Medium

Rules for updates of standardised baselines Partially High

Consideration of leakage and indirect land-use | No Very high

change

Definition of activity boundary (selection of carbon | Partially Medium

pools and emission sources)

Non-permanence

Clear definition of reversal No Medium

Accounting for reversal risks of peatland rewetting No Medium

Monitoring duration not yet specified Cannot be assessed

Risk assessment not yet specified Cannot be assessed

Robust liability mechanism, particularly | Partially High

implementation of buffer pool

Safeguards and sustainable development | No, pursues different Unclear®

impacts approach

Source: Own compilation.

6 The integrity risk following from the social and environmental safeguards in the draft methodology will

depend on the effectiveness of the respective EU legislation that the draft methodology refers to. With
regard to the requirements to generate co-benefits for the protection and restoration of biodiversity and
ecosystems, the draft methodology makes it possible to demonstrate compliance with this criterion with

reference to peer-reviewed scientific literature only.
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1 Introduction

This document assesses the requirements included in the certification methodologies for carbon
farming activities proposed by the European Commission under the Carbon Removal and Carbon
Farming Regulation (CRCF) with regard to their robustness and integrity. Additionally, it assesses to
what extent the provisions of the proposed methodology are aligned with the requirements of the
Article 6.4 Paris Agreement Crediting Mechanism (PACM). The evaluation is based on the draft
delegated regulation for carbon farming activities, including carbon farming activities in agriculture
and agroforestry on mineral soils, rewetting and restoration of peatlands and of other organic soils,
and afforestation (referred to as ‘DA’ in the following), and its Annex (referred to as ‘draft
methodology’ in the following), shared by the European Commission with the CRCF Expert Group
in April 2026. This policy brief does not cover an analysis of the other proposed CRCF

methodologies.

The evaluation of rules under the PACM is based on the following documents’:

Table 2:

Overview of relevant documents of the Article 6.4 Paris Agreement

Crediting Mechanism (PACM)

Topics covered

General requirements for methodologies

PACM document

Application of the requirements of Chapter V.B
(Methodologies) for the development and
assessment of Article 6.4 mechanism methodologies
(A6.4-STAN-METH-001, ver.01.1)

Referred to as ‘Methodologies Standard’

General requirements for activities generating
removals including requirements for addressing non-
permanence risks

Requirements for activities involving removals under
the Article 6.4 mechanism (A6.4-STAN-METH-002,
ver.01.0)

Referred to as ‘Removals Standard’

Additionality requirements

Requirements for baseline setting, including an
Annex with general methodological requirements
regarding key quantification elements (activity
boundary, calculation of mitigation impact,
conservativeness and uncertainty, monitoring)

Requirements for addressing leakage

Demonstration of additionality in mechanism
methodologies (A6.4-STAN-METH-003, ver.01.2)

Referred to as ‘Additionality Standard’

Setting the baseline in mechanism methodologies
(A6.4-STAN-METH-004, ver.01.0)

Referred to as ‘Baseline Standard’

Addressing leakage in mechanism methodologies
(A6.4-STAN-METH-005, ver.01.0)

Referred to as ‘Leakage Standard’

7 https://unfccce.int/process-and-meetings/bodies/constituted-bodies/article-64-supervisory-body/rules-and-

regulations
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Topics covered

Requirements for addressing non-permanence risks,
calculating reversals, contribution to buffer pools and
monitoring requirements

Information note including elements related to non-
permanence and reversals for inclusion in relevant
regulatory document

Tool to demonstrate compliance with environmental
and social safeguards

Administrative requirements for activity participants
for registration, requesting approval of post-
registration change, requesting issuance of credits,
renewal of crediting period, deregistration from
Article 6.4 mechanism

Administrative procedures for registration, post-
registration changes, renewal of crediting period and
deregistration of an A6.4 project

PACM document

Addressing non-permanence and reversals in
mechanism methodologies (A6.4-STAN-METH-007,
ver.01.0)

Referred to as ‘Non-Permanence Standard’

Elements related to non-permanence and reversals
for inclusion in relevant regulatory documents (A6.4-
INFO-METH-002, ver.01.0)

Referred to as ‘Information note non-permanence
and reversals’

Article 6.4 sustainable development tool (A6.4-
TOOL-AC-001, ver.01.1)

Referred to as ‘Sustainable Development Tool’

Article 6.4 activity standard for projects (A6.4-STAN-
AC-002, ver.03.0)

Referred to as ‘Activity Standard for Projects’

Article 6.4 Activity Cycle Procedure for Projects
(A6.4-PROC-AC-002, ver.03.0)

Referred to as ‘Activity Cycle Procedure’

Source: Own compilation.

1.1  Why integrity of temporary carbon farming sequestration and soil emission

reduction units matters for CRCF policy objectives

The EU CRCF generates carbon farming sequestration units and soil emission reduction units from
carbon farming activities that can be used by voluntary buyers (use cases are currently under
discussion).®® At the same time, the CRCF aims to support the achievement of the EU’s climate
neutrality objective. This happens indirectly as measuring progress towards EU climate targets is
based on the relevant EU legislation — particularly the LULUCF Regulation in the context of carbon

8 By contrast, carbon credits generated under the PACM can be used for different purposes. First, they can
be used by buyer countries to achieve their NDC if they are authorised for such use and corresponding
adjustments are applied. Authorised carbon credits can also be used by airlines under the Carbon
Offsetting and Reduction Scheme for International Aviation (CORSIA) and by buyers in the voluntary
carbon market. In addition, the mechanism issues mitigation contribution units that are not subject to
corresponding adjustments. These can be used by voluntary buyers of countries or used by countries as
voluntary or compliance instrument to reduce domestic emissions.

9 See call for evidence by the European Commission on the discussion about the use of CRCF units by
Member States to reach climate targets https://ec.europa.eu/info/law/better-requlation/have-your-
sayl/initiatives/16692-National-targets-and-flexibilities-in-the-EU-climate-policy-framework-after-2030-
review_en.
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farming — and inventory reporting according to IPCC rules and does not account for CRCF units
directly (see box 1 below).

A lack of stringent requirements in the CRCF certification methodology can lead to overestimation
of removals and emission reductions. As there is no direct link between CRCF units and GHG
inventory reporting and accounting, such an overestimation is not reflected in the EU's GHG
inventory. Overestimating the removals and emission reductions caused by CRCF activities
therefore will not necessarily directly result in inaccurate accounting of removals towards the EU
NDC.

Nevertheless, integrity issues with CRCF methodologies remain essential. The weaknesses in the
draft methodology for carbon farming activities outlined below result in over-crediting and non-
additionality risks. If such units were used for compliance with EU climate targets, the CRCF could
pose significant risks, potentially undermining the ability of the EU to achieve these targets.
Secondly, integrity is also important if units are used by private actors for voluntary purposes. If a
buyer of CRCF units makes a climate neutrality claim based on the use of these units, this claim
would not be backed by corresponding climate mitigation if the associated removals are
overestimated. Thereby, the lack of robust certification methodologies can lead to greenwashing.

17



Box 1: CRCF carbon farming activities and GHG inventory reporting

Whether carbon removals or emission reductions achieved through the CRCF are visible in the
EU’s national GHG inventories depends on the inventory methodologies applied. Emissions
and removals in the LULUCF sector are reported in GHG inventories using gain-loss or stock
change methods for seven carbon pools that include living biomass, dead organic matter
(including litter and dead wood), mineral soils, organic soils, and harvested wood products.
Emissions (CO2, CHs and N2O) and removals for the different pools are determined by using
default values or more specific emission factors according to the rules of relevant IPCC
reporting guidelines.

There is no direct link between the units certified under the CRCF and the accounting of carbon
removals and soil emissions under the LULUCF Regulation and towards EU or national climate
mitigation targets. Compliance with climate targets should always be based on GHG inventory
reporting only. Nevertheless, the CRCF can contribute indirectly to EU mitigation targets by
upscaling and financing measures which impact the level of emissions and removals in relevant
carbon pools. National reporting methodologies must be sufficiently granular in order to capture
this impact though, e.g. by relying on advanced soil models that reflect national climatic
conditions, specific management systems used and annual variability in order to make the
impact of agricultural practices to enhance soil carbon stocks on mineral soils visible." This
includes for example, that land parcels participating in a SOC certification scheme would need
to be integrated into existing national soil monitoring for reporting in the LULUCF sector (Jacobs
et al., 2020).

Currently, most EU and national GHG inventories do not adequately reflect soil carbon
changes, as losses and gains are not captured by current monitoring systems. More
specifically, carbon losses in croplands and gains in grasslands and forests are likely not
reflected (Bellassen et al., 2022; ESABCC, 2025); and additionally data from peatlands is
incomplete (Evans et al., 2022). Still, many inventories already reflect some measures included
under the CRCF, such as hectares of planted trees and agroforestry systems, which are easy
to monitor. The European Commission has emphasised that one of the aims of the CRCF is to
contribute to improving monitoring methodologies for carbon farming activities. Measuring and
monitoring soil carbon stocks of activities that seek certification under the CRCF will generate
project-specific data on emissions and removals which could be used to develop updated and
improved emission factors, feeding into national soil models. This way, the CRCF could
potentially help improving the quality of national GHG inventories over time. Improved national
GHG inventories may thus eventually better capture national activities to enhance carbon
sequestration in ecosystems, thereby reinforcing the incentive for Member States to finance
these projects (EEA, 2024).

1.2 Why the PACM requirements are a useful benchmark to assess the quality of
the CRCF methodology

Both — the PACM and the CRCF — are carbon crediting mechanisms which define a set of rules and
requirements seeking to certify that project proponents have implemented a mitigation activity which
results in additional GHG emission reductions or removals. Both mechanisms are designed to
generate tradable carbon credits or units, accounted in one metric tonne of COze. At their core, the
PACM and CRCF are therefore the same type of policy instrument. Hence, the robustness of their
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provisions and methodologies and their integrity in terms of their effectiveness to mitigate GHG
emissions hinge on the same methodological aspects which can be compared well with each other.

There are different reasons why the CRCF should (at least) be aligned with the integrity standards
defined by the PACM:

e The PACM can be considered as a new benchmark for carbon crediting: Carbon
crediting has come under increasing criticism in recent years, as numerous studies have
raised concerns about the environmental integrity of many carbon credits (e.g. Probst et al.
2024; Badgley et al. 2022; Schneider und La Hoz Theuer 2019; Fischer and Knuth 2023;
Haya et al. 2023; West et al. 2023). Against this backdrop, the PACM - as it stands today -
can be considered as a significant evolution in international carbon markets, as it has set
more stringent methodological standards than other carbon crediting programmes (Kovacs
et al. 2025). Even though detailed methodological requirements for individual mitigation
activities are still being developed, general requirements for crediting methodologies and
requirements regarding additionality, baseline-setting, consideration of leakage, addressing
non-permanence, and ensuring sustainability have been agreed under the PACM. In several
aspects, in particular with regard to quantification of emission reductions and removals these
requirements go beyond the requirements of other carbon crediting programmes or are
based on best practice/highest ambition in voluntary carbon markets.

¢ Alignment with PACM required by CRCF Regulation: By 31 July 2026, the Commission
must assess additional requirements needed to align the CRCF Regulation with Article 6 of
the Paris Agreement and best practices, including corresponding adjustments, host party
authorisation and methodologies (Art. 18(4) of the CRCF Regulation). This analysis can
support the identification of aspects that should be revised as part of the review.

o Potential competition between PACM and CRCEF: It is conceivable that the PACM and the
CRCF will be perceived as alternatives to each other and that project developers will be able
to choose between one or the other. Due to this potential competition, the CRCF should at
least be aligned with the PACM in order to ensure that the EU crediting framework as well as
crediting programmes that seek accreditation under the CRCF do not fall behind international
integrity benchmarks and remain attractive to buyers.

Against this background, we compare CRCF requirements against PACM standards in our analysis.
We also highlight where the PACM sets particularly ambitious benchmarks. Furthermore,
shortcomings of the PACM requirements are outlined where relevant. These shortcomings include:

e The specific methodologies under the PACM regulate whether crediting of activities is
terminated in the case that legal requirements mandating the activity are adopted during the
crediting period. While the first adopted methodology requires annual checks whether new

10 Yet, the PACM and the CRCF differ in terms of their policy objective, governance and degree of
integration into existing policy frameworks. The PACM is a stand-alone crediting mechanism with global
scope and participation as well as a centralised, multilateral governance structure. Its main policy
objective is to increase global climate ambition through voluntary cooperation among signatories to the
Paris Agreement. Countries may use the PACM for transferring mitigation outcomes among themselves
and account them for their NDC achievement. In addition, the PACM explicitly allows countries to use it
as a mechanism to reduce domestic emissions without international transfers. The CRCF on the other
hand is a crediting mechanism integrated into the wider EU climate policy framework, with the specific
objective to incentivise removals required to achieve climate neutrality by 2050 as enshrined in the
European Climate Law and thus to support reaching the EU NDC. Participation is restricted to projects
implemented in the EU and units cannot be transferred to other countries.
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legal requirements have entered into force, the Additionality Standard also allows specific
methodologies to assess this less frequently.

e The PACM allows blending revenues from PACM credits with public funding. Even though
this is common practice in the voluntary carbon market, the integrity of the PACM could be
strengthened by requiring attribution of credits to different funding streams if activities receive
both public subsidies and CRCF units. Otherwise, like under the CRCF, public subsidies
would artificially lower credit prices under the PACM and subsidise the users of the credits,
leading to economic inefficiencies and potentially supporting continued fossil fuel use by the
users of the units such as voluntary carbon market buyers.

o The PACM addresses non-permanence by monitoring and compensating for reversals during
the crediting periods and for a defined time period after the end of the last crediting period.
With this approach — and unless the use cases for credits from permanent and temporary
mitigation activities are differentiated in the future — it sticks to the widespread approach in
the voluntary carbon market to treat temporary mitigation impacts equivalent to permanent
mitigation. This implies integrity risks if credits from carbon farming activities were used for
offsetting permanent emissions. Moreover, the duration of the post-crediting monitoring
period for which reversals must be compensated for has not yet been defined under the
PACM. However, a decision on this duration, however long it may be, will not address the
concern of treating permanent and temporary mitigation alike.

1.3 Overarching issues with the requirements in the CRCF draft methodology for
carbon farming activities

The methodology covers very different project types. It combines methodological requirements
for very different activity types, making the document hard to comprehend and impractical to use for
project development. It is unclear why the EU Commission decided to develop one single
methodology document for all carbon farming activities instead of separate ones for each activity
type. While there are elements that apply to all activity types, it would make the jobs of project
developers, auditors and certification programmes much easier if they could apply a single document
which outlines the requirements for each activity type in a step-by-step approach. Combining
different activity types into one methodology is inconsistent with common practice in carbon crediting
approaches, including the PACM, where each methodology applies to a clearly defined project type.
This facilitates clear and easy to understand guidance on emission boundaries and baseline setting,
amongst others. Carbon crediting programmes, such as Verra, usually streamline elements that
apply across several project types by outsourcing these provisions into specific methodological tools
which are then applicable under several methodologies. We strongly recommend that the EU
Commission follows this practice by issuing a separate methodological document for each activity
type, including established methodological tools. In its present form, the document is convoluted and
difficult to interpret, risking high transaction cost in project development and monitoring.

Requirements not clear/detailed enough: Many sections include only vague guidance that lacks
clarity how the requirements shall be operationalised and verified. For example:

- Regarding the guidance for insurance policies or a comparable guarantee product, the draft
methodology only requires that they “fulfil the relevant financial market rules” (draft
methodology, section 4.2.). This guidance is rather vague and it is unclear how it should be
demonstrated that the requirements are fulfilled.
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- The guidance for how to quantify reversals is vague and insufficient: “If a reversal has
occurred, the monitoring report shall [...] quantify the amount of the reversal by using the
quantification rules laid down in Section 2, or, where this is not possible due to the nature of
the reversal event, produce a conservative estimate of the reversal and evidence why the
estimate is conservative.” (section 1.3.4.2.). Particularly, it is not clear, how a conservative
estimate should be determined.

- The guidance for factors reducing the risk rating is unclear: “Where risk mitigation practices
beyond the eligibility and minimum sustainability requirements are put in place, such as use
of deep-rooted crops and diversified crop sequences, the risk rate may be reduced by
multiplying it by a factor ranging between 0.8 and 1” (section 4.1.1.). Further specification is
delegated to certification schemes so that it is likely that different requirements will be in place
under different schemes.

- Section 5.1 includes minimum sustainability requirements related to the protection and
restoration of biodiversity and ecosystems for which clear guidance for proving compliance
is lacking: “The activity shall not result in the conversion or, for afforestation, in the
deterioration of the conservation status of habitats and species specifically sensitive to
biodiversity loss or with high conservation value” (section 5.1.).

Use of nitrification, denitrification or urease inhibitors are defined as eligible activities:
According to section 1.1.1.1. of the draft methodology, the use of nitrification, denitrification or urease
inhibitors are eligible agricultural activities under the certification methodology. Nitrification inhibitors
can have negative effects on water quality and soil biodiversity and further research on their impacts
is required, particularly if applied at large scale (Kosler et al. 2019). Given the involved risks, the use
of nitrification inhibitors is unlikely to comply with the sustainability requirements of the CRCF
Regulation and of section 5 of the draft methodology. The use of nitrification inhibitors should only
be eligible for certification if comprehensive environmental impact assessments are available at
national level.

Terminology unclear: The terms used in the methodology are not aligned with common practice in
carbon markets which might create confusion. Particularly, the methodology does not use or define
the term ‘crediting period’, referring to the period in which verified emission reductions or removals
attributable to a mitigation activity can result in the issuance of carbon credits (e.g. ICVCM 2024).
The draft methodology uses the term ‘activity period’ which likely corresponds to the crediting period,
as it is defined as “a period during which the activity generates a net carbon removal benefit or a net
soil emission reduction benefit, and which is determined in the applicable certification methodology”
(CRCF Regulation, Art. 2(7)). Activity periods are divided into certification periods, defined as “the
period between a re-certification audit and the certification audit or the most recent preceding re-
certification” (Definitions in the draft methodology). A re-certification audit, which presumably refers
to instances of verification, is defined as an audit carried out in the process of renewing a certificate
of compliance issued by a certification body (CRCF Regulation Art. 2(17)). It shall take place at least
every five years in order to reassess mitigation impacts, compliance with additionality and
sustainability requirements, and whether reversals occurred (CRCF Regulation Article 9(3)). It would
be advisable to take opportunity of the upcoming review of the CRCF Regulation to harmonise the
wording in the CRCF methodology with the terms commonly used in the context of carbon crediting.
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Table 3

Concept

The time period over which project activities
are implemented.

Common terms used
in carbon crediting

Project lifetime

Operational lifetime

Terms used in
CRCF Regulation

No term defined

Comparison of terms used in CRCF documents with terms commonly used by other crediting programmes

Comment

It is standard practice in carbon crediting that project proponents
must define the total project lifetime. It is unclear if such requirement
exists in the CRCF as no such term is defined.

The time period for which GHG emission
reductions or carbon dioxide removals
generated by the project are eligible for
issuance of carbon credits.

The time period within a crediting period
during which a project activity’s GHG emission
reductions or removals are tracked,
measured, and recorded to calculate carbon
credits.

Crediting period

Monitoring period

Activity period

No term defined

While it is unclear why the CRCF deviates from standard
terminology, using the term ‘activity period’ is not problematic per se.
It is however not well chosen because the activity might run much
longer than the period during which a project receives credits.

The CRCF uses the term ‘monitoring period’ but in a different way
than what is common practice. It is used to refer to the entire period
for which monitoring of emissions and removals shall take place,
starting at the same time as the activity period. E.g. for afforestation,
the monitoring period shall be “at least 40 years” (section 1.2.3.2.).
Usually, the monitoring period refers to the time period for a
monitoring report, which project owners must submit to verification
bodies in order to get credits. Typically, monitoring reports are
submitted every 1-5 years depending on the project type and
methodology, i.e. monitoring periods are usually between 1-5 years.

The time period specified in a verification
report during which the GHG emission
reductions or carbon removals were
generated and have been verified by a
validation/verification body.

Verification period

No term defined

The CRCF-Regulation does not define a verification period.
However, both, the delegated act containing the methodologies for
permanent removals and the draft delegated act containing the
methodologies for carbon farming activities define a new term
‘certification period’ as “the period between a re-certification audit
and the certification audit or the most recent preceding re-
certification”(Definitions in the draft methodology). This definition is
not useful as it is not specific enough and should instead be aligned
with common practice. Further, it is not common practice that
methodologies define new terms. In the revision of the CRCF
Regulation in 2026 the CRCF terminology should be clarified, aligned
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Concept

Common terms used
in carbon crediting

Terms used in
CRCF Regulation

Comment

with common practice in carbon crediting and definitions should be
included in the CRCF Regulation itself.

The time period for which project proponents
must continue monitoring the project after the
last active crediting period.

The independent assessment of the project by
a validation/verification body that determines
whether the project conforms to programme
rules and evaluates the reasonableness of
assumptions, limitations, and methods that
support a claim about the outcome of future
activities.

Post-crediting
monitoring

Validation

Monitoring period

Certification audit

The CRCF uses an unspecific definition of the term ‘monitoring
period’ that is not clearly aligned with any of the terms commonly
used in carbon crediting (see above). It would be useful to define a
specific term that relates to the monitoring of the project after the
crediting period and that is distinct from the term used to describe
monitoring during the crediting period.

It is unclear why the CRCF uses a different term than what is
commonly used in carbon crediting, but this is not problematic per
se.

The formal acceptance of a validated project
by the governing body of a carbon crediting
programme.

The periodic ex-post independent assessment
by a validation/verification body of the GHG
emission reductions and carbon removals that
have occurred as a result of the project during
the monitoring period.

Registration

Verification

No term defined

Re-certification
audit

The CRCF Regulation does not specify any conditions that are
required for a project to register with a certification scheme or a
process that must be followed.

The term ‘re-certification audit’ is not well chosen because it suggests
that this event is linked to the ‘certification audit’ (i.e. validation).
However, the verification that emission reductions and carbon
dioxide removals have occurred as a result of the project is not linked
to project validation. Verification does not only ‘re-certify’ that a
project is implemented in accordance with the rules of the carbon
crediting programme but attests the project owner that it has
achieved emission reductions and removals.

Source: Own compilation.

23



Analysis of CRCF draft Carbon Farming Delegated Act Oko-Institut

2 Quantification of emission reductions or removals

2.1 General issues

Flexibility regarding values for calculating GWPs: Regarding GWPs to be used in calculating the
mitigation impact of activities, operators can either use values included in COM Delegated
Regulation 2020/1044 or values from last IPCC assessment report (AR6) according to the draft
methodology (section 2.2.). This poses risks of adverse selection of values. By contrast, the PACM
Article 6.4 Activity Standard for projects explicitly requires activity participants to use 100-year time-
horizon GWPs from the fifth Assessment Report of the IPCC or GWP values from subsequent IPCC
reports as agreed upon under the UNFCCC (p. 8).

Monitoring requirements: A description of carbon pools and emission sources used for
quantification as well as the chosen quantification or monitoring approach and the frequency of
monitoring shall be included in monitoring plans (draft methodology, section 1.3.2.). Yet, there are
no specific requirements as to the frequency of monitoring or the monitoring approach defined. The
draft methodology only requires operators to “obtain, record, compile, analyse, document and
archive monitoring data, including assumptions, references, activity data and calculation factors in a
transparent manner that enables the checking of performance achieved during the certification
period” (section 1.3.4.). Furthermore, information about the use of the relevant quantification and
monitoring approaches shall be provided in monitoring reports (section 1.3.4.1.(b)). These
requirements are insufficient and need specification regarding the data sources for quantifying
emission reductions and removals. This is highly problematic, in particular for soil carbon measures.
The calculated outcomes could differ strongly from the actual emission reductions and/or removals.
Moreover, the lack of specific requirements poses high risks for adverse selection of favourable
parameter values. Consistent with the Baseline Standard under the PACM'!, the methodology
should prescribe specific methods and data sources.

The draft methodology includes the concept of a crediting deficit, which shall be recorded if the
result of the equations to calculate the temporary net carbon removal benefit or the net soil emission
reduction benefit is negative in a certification period. This deficit shall be subtracted from the net
carbon removal or soil emission reduction benefit in the next certification period (draft methodology,
section 2.1.). This concept is taken over from the PACM which defines it in section 6.4 of the Non-
permanence Standard. While it strengthens the draft methodology to explicitly define the treatment
of such deficits, the methodology does not clearly differentiate this deficit from reversals (unlike the
PACM). Additionally, like under the PACM, the deficit will remain unaddressed if it persists at the
end of the last activity period.

Lack of clarity in equations and requirements for quantifying mitigation impacts: Section 2 of
the draft methodology lacks guidance for quantifying total carbon stock changes of a
mitigation activity. The draft methodology states in section 2.1 that changes in soil carbon stock,
in mineral and organic soil emissions and in N2O emissions shall be quantified separately for each
stratum of land and summed up across all strata of land to obtain the total carbon stock changes
and changes in soil emissions in the activity area. Yet, there is no explicit guidance on how to
aggregate changes in carbon pools on the basis of equations 3 (changes in carbon stocks) and 4
(changes in mineral and organic soil as well as NoO emissions). This is not aligned with the detailed

11 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-004.pdf
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guidance of the PACM on estimating net removals or emission reduction (see Activity Standard for
Projects'?, section 6.6.8 and Removals Standard'3, section 4.4).

2.2 Conservativeness and consideration of uncertainty

221 Requirements in the CRCF draft carbon farming methodology

High flexibility to choose between different models, methods, approaches: The draft
methodology provides flexibility for operators to choose between different approaches to quantify
and monitor carbon pools and emission sources of an activity (approach 1: models, approach 2:
measurements, approach 3: proxies, and approach 4: default emission factors). For the estimation
of carbon removals (CR) and LULUCF soil emissions (LSE) only approaches 1 and 2 are allowed
(Table 4 in section 2.4.). However, the draft methodology does not require operators to prioritise
more accurate sources for quantifying carbon stocks or to choose the approach that results in the
most conservative values. Research has shown that when participants are given this degree of
flexibility, they tend to select values that favour their interests, leading to inflated estimates of
removals/emission reductions. As a result, the reductions attributed to a credited activity may be
overstated (see Haya et al. 2023; Badgley et al. 2022).

The draft methodology lays down requirements for each approach towards quantification and
monitoring. Yet, particularly for models and remote sensing approaches, more specific guidance is
yet to be developed. Accordingly, recital 6 of the DA stipulates that “it is necessary to develop a
protocol for the validation of credible, accurate, transparently designed and suitable models and
proximal sensing technologies”.

For GHGassociated the draft methodology allows the use of models (approach 1) or default emission
factors (approach 4) to quantify direct and indirect NoO emissions from managed agricultural soils
as well as for liming and urea application (Table 4 in section 2.4. of the draft methodology). Approach
4 of the draft methodology requires the use of Tier 2 emission factors unless such factors are not
available. EU Member States report these emission sources in their GHG inventories, often
supported by national data, long-term monitoring and country-specific emission factors. Therefore,
these emission sources should be quantified at least on the level of the respective GHG inventory.

Uncertainty is not fully and conservatively accounted for: According to section 2.5 of the draft
methodology, the uncertainty deduction factor shall be 8% or equal to the estimated uncertainty,
whichever is higher. Where emission factors are used to quantify NoO emissions from managed
soils, the uncertainty deduction factor shall be 15% where Tier 1 emission factors are used, or 10%
where Tier 2 emission factors are used. For determining the uncertainty deduction factor, the model
prediction error (reflecting both the parameter uncertainty and structural uncertainty), the
measurement error of input data and the sampling error related to the sampling design shall be
estimated as applicable.

However, uncertainty related to assumptions about the BAU scenario, leakage, the estimation of
GHGassociated, the use of proxies (approach 3) and the use of emission factors (approach 4) is not
considered in the draft methodology. Additionally, uncertainty related to use of allometric equations
is not explicitly mentioned. Such equations are listed as eligible measurements under approach 2
and imply high uncertainty (Vorster et al. 2020). Yet, the draft methodology does not consider such

12 https://unfccc.int/sites/default/files/resource/A6.4-STAN-AC-002.pdf.
13 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-002.pdf.
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uncertainty, but only refers to uncertainty of biomass expansion factors (BEFs) in section 2.5. which
can be used as an alternative to allometric equations if a measurement approach is pursued.

Additionally, for equation 2, resulting in the net soil emission reduction benefit (section 2.1), it is not
clear how one aggregate value for uncertainty shall be determined. This equation calculates the sum
of changes in emissions from managed agricultural soils (direct and indirect N2O emissions, ASE)
and changes in emissions from SOC changes in mineral soils (net LULUCF soil emissions, LSE) to
which one uncertainty value is applied (as opposed to two values). Section 2.5 of the draft
methodology includes guidance for N2O emissions from managed soils, resulting in an uncertainty
value for agriculture soil emissions (ASE). Yet, the uncertainty value for LSE is calculated differently
(presumably on the basis of equations 11 or 12, yet this is not explicitly stated), but guidance is
missing on how to apply or aggregate these two different uncertainty values.

For SOC stock changes and N>O emissions, the methodology requires using one-sided student’s
t-values™ to estimate relative uncertainty, set at 70% confidence (90% for biomass). This choice is
not conservative, because a 70% one-sided confidence level implies a smaller t-multiplier (and thus
a smaller deduction) than standard practice (e.g., 90-95%), posing larger risks of overstating
emission reductions/removals.

Furthermore, the draft methodology allows to quantify uncertainty cumulatively over several
certification periods for soil and biomass stock changes, presumably to reduce costs of MRV (draft
methodology, section 2.5). This provision is unclear and not aligned with the requirements of the
PACM.

222 PACM requirements

Section 4 of Appendix 1 to the Baseline Standard of the PACM' requires that methodologies must
apply a conservative approach to ensure that emission reductions or net removals are very unlikely
to be overestimated. It further stipulates that the degree of conservativeness in making assumptions,
selecting parameters and applying discounts to estimated amounts must be based on the level of
uncertainty associated with the calculations. Further, all causes of uncertainty must be considered,
including in data (e.g. measurements), parameters (e.g. representativeness of default values),
assumptions (e.g. in the baseline scenario) and methods (e.g. models to quantify emission
reductions).

2.2.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The provisions of the draft methodology deviate in two ways from the PACM. First, not all sources
of uncertainty are considered, whereas the PACM requires to systematically assess all sources of
uncertainty, including with regard to assumptions and models. Secondly, the PACM requires to
determine uncertainty at a 95% confidence level, whereas the draft methodology uses 70% and 90%

4 The Student’s ¢ distribution is a bell-shaped probability distribution commonly used when sample sizes
are small or when the variability of the underlying population is not clearly defined. A t-value represents a
critical point on this distribution corresponding to a chosen confidence level; it is used as a statistical
multiplier that translates the estimated variability of the data into a conservative downward adjustment.
Using a one-sided t-value ensures that the adjustment is applied only in the direction that reduces the
credited result. A confidence level of 70% implies that the adjustment is set so there is only a 30% chance
the true value still falls below that adjusted boundary.

5 https://unfcce.int/sites/default/files/resource/A6.4-STAN-METH-004.pdf
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confidence levels. This leads to lower estimates of the uncertainty. A good element is the proposed
minimum deduction of 8%, even though this deduction factor has been reduced from 10% in the
previous draft of the methodology. Overall, the provisions of the CRCF provide a lower degree of
conservativeness than the PACM.

2.3 Baselines to be set below business-as-usual (BAU)

2.31 Requirements in the CRCF draft carbon farming methodology

Rules for setting baselines are insufficient to ensure that baselines are below business-as-
usual: The draft methodology defines requirements for two baselines — one for soils, and one for
living biomass. These requirements are applicable to all activity types. For the two baselines,
different rules apply:

Baseline for mineral soils: The baseline for soil must be an activity-specific baseline (i.e. not a
standardised baseline). Section 2.3.1 of the draft methodology specifies that the baseline scenario
should reflect the continuation of the soil or crop management carried out during a reference period
considering, where applicable, crop rotation cycles. It further specifies that the length of the reference
period should consist of at least the three calendar years immediately prior to the start of the activity
period. Where applicable it must be extended to the length of the relevant crop rotation cycle. This
formulation in the draft methodology to use a reference period of “at least” three years is highly
problematic. This is because it is open ended and allows activity proponents to strategically select a
period that maximises baseline emissions or minimising baseline removals. Open ended reference
periods have been a key element causing the massive problems observed with baseline setting in
REDD+ projects. Voluntary carbon crediting programmes have since then moved away from this
concept to avoid quality concerns. Setting a fixed duration for the reference period which must
uniformly be applied by all CRCF carbon farming activities should be a key priority for improving the
methodology.

Additionally, in case the activity period is renewed, the draft methodology stipulates that the
reference period prior to the start of the first activity period shall be used. This can lead to
overestimation as there might be changes in carbon stocks in the meantime.

Further, if project developers select the measurement approach (approach 2, see section 2.2.1) to
quantify and monitor the temporary net carbon removal benefit, the baseline must either be
measured in control plots or set to zero. This is not a conservative approach for removals in mineral
soils. Project developers can also use historical data to establish the baseline without any
adjustments, meaning that baselines may reflect business-as-usual. This is not a conservative
assumption in the context of the Paris Agreement, which requires increased ambition over time.

Baseline for living biomass: Additionally, a baseline equal to zero shall apply to carbon removals in
living biomass from newly planted trees, woody elements, or orchards (draft methodology, section
2.3.2.). While the text says that “the growth in carbon stock from such pre-existing vegetation shall
not be included in the quantification of the temporary net carbon removal benefit”, this does not fix
the baseline issue as, to avoid overestimation, it is important to account for trees or shrubs that could
have grown in the absence of a project.
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2.3.2 PACM requirements

The PACM Baseline Standard'®, as a general principle and requirement, establishes that all
baselines must be set below a conservatively determined BAU emissions level. It operationalises
this principle by requiring methodologies to include provisions for project developers to demonstrate
that the selected baseline is below BAU. It furthers restricts eligible alternatives for determining the
BAU scenario to (a) a continuation of the historical situation (with downward adjustments — see next
section), (b) establishment of an economically viable technology and/or practice, and (c) a
combination of the first two. Only when it is justified that these alternatives are not suitable, another
relevant scenario can be used. However, also these must be in line with the principles and
requirements of the Baseline Standard, which includes the requirement for baselines to be below
BAU. Regardless which alternative is chosen, project developers must justify the choice and detail
how it ensures conservativeness.

233 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The PACM requirements are more stringent than those of the CRCF draft methodology for carbon
farming as it includes a general principle and requirement to set baselines below a conservatively
determined BAU level. For CRCF soil baselines, the open-ended formulation in the draft
methodology regarding the reference period does not adhere to such requirements. Additionally,
project proponents can use historical data for establishing the baseline which can result in baselines
that reflect BAU levels, failing to increase ambition over time. For the living biomass baseline, the
CRCF’s requirement to set it equal to zero may result in overestimation risks as it ignores the
possibility that in the absence of the project vegetation would regrow (even if to a lesser extent) in
the project area. Additionally, the reference period should always immediately precede the activity
period to avoid overestimation of mitigation impacts.

2.4 Enhancing the ambition of baselines over time

241 Requirements in the CRCF draft carbon farming methodology

No downward adjustment of baselines: The draft methodology does not require downward
adjustments for any of the carbon farming activities.

The methodology uses the term, but in a different context: When updating the baseline for ASE
activities; starting with the second activity period, activity proponents must apply a downward
adjustment of 1% of the initial baseline for every year that has passed since the start of the first
activity period.

The way the CRCF uses the term ‘downward adjustment’ in the context of baseline updating is further
misleading, because it creates the impression that downward adjustments apply for ASE activities,
while in fact this applies only with the beginning of the second crediting period. Any project that
terminates after the first crediting period therefore will never have to apply any downward
adjustments.

16 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-004.pdf
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24.2 PACM requirements

The PACM Baseline Standard'” establishes that crediting baselines must decrease over time to
encourage ambition of activities. Methodologies therefore must include factors or quantitative
methods for downward adjustment appropriate to the sector as well as activity type and scale.
Downward adjustments should be operationalised as an annual change or stepwise change
implemented not less frequently than every three years. The PACM further sets 1% of the baseline
emissions in the calendar year of the first crediting period as the minimum annual downward
adjustment that all projects must apply. The objective of the downward adjustments under the PACM
is to ensure that baseline emissions are lower than historical and projected emissions. It serves as
a tool to avoid over-crediting and for ensuring that crediting under the mechanism reflects the
ambition of the Paris Agreement.

The PACM allows for exemptions from downward adjustments in specific circumstances, if these are
approved by the Supervisory Body. It is still unclear in which instances such exemptions may be
warranted. The Baseline Standard however specifies that economic viability of the mitigation
technologies could be a reason for exemptions, for example, where the application of a downward
adjustment may result in no calculated emission reductions or net removals (section 7 of the Baseline
Standard).

243 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The draft methodology includes provisions on downward adjustments only for ASE activities. The
EU Commission argues in recital (7) of the draft delegated act that this would be appropriate because
technological innovation would likely reduce the intensity of GHG emissions from food production in
the future. No such effects would apply to peatland rewetting, agroforestry and afforestation where
no climate benefit would be generated in the absence of the activity. This statement however misses
a key aspect of the concept for downward adjustment: increasing ambition in climate policy might
also extend to afforestation and peatland rewetting efforts, so the argument that no climate benefit
would be generated in the absence of the activity might not always hold.

Further, the “downward adjustment” only applies in the context of updating the baseline. This means
that no “downward adjustment” applies during the first crediting period, which is 5 years for ASE
activities. Yet, PACM rules specify that downward adjustments should apply to all activity periods
and not only after activity period renewal.

As is further explored below, downward adjustments and updating baselines are two separate issues
that should not be mixed. A downward adjustment does not replace the need to periodically update
the baseline.

2.5 Updating of baselines

251 Requirements in the CRCF draft carbon farming methodology

Unclear and insufficient rules for updating of baselines: The draft methodology includes different
baseline requirements for soils and living biomass. The methodology specifies that “an activity-

17 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-004.pdf
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specific baseline shall apply to carbon removals in mineral soils, LSE and ASE”, while “a baseline
equal to zero shall apply to carbon removals in living biomass”.

The following differentiated rules apply for baseline updating:

For the soil baseline, the draft methodology requires that projects implementing “agricultural and
agroforestry practices that reduce direct and indirect NoO emissions from managed agricultural soils”
must update the baseline every five years by applying a downward adjustment to the baseline
starting with the second activity period (see section above). For all other activity types, the draft
methodology does not contain rules on updating the soil baseline, despite the CRCF Regulation
clearly mandating the EU Commission to include such rules in every quantification methodology, in
particular activity-specific baselines (see Annex |, (h) of the CRCF Regulation).

The draft methodology should therefore be changed to require a periodic reassessment of all
parameters and assumptions used in establishing the soil baseline and reflect any changes in the
updated baseline.

For the living biomass baseline, the draft methodology includes no rules for updating the baseline.
This is another violation of the CRCF Regulation which requires that such rules be included in
methodologies.

2.5.2 PACM requirements

The PACM Activity Standard for Projects™ requires that any request for crediting period renewal
must be supported by an updated baseline (section 9). It further specifies that this must include the
BAU scenario and emission, and the difference between the baseline emissions and BAU emissions
as annual and total amounts with respect to the crediting period to be renewed.

253 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The PACM requirements for baseline update are substantially stronger than those of the CRCF
carbon farming methodology. The lack of requirements to update the baseline at activity period
renewal is a major shortcoming. Further, the approach to use downward adjustments as a tool to
update the baseline is inappropriate. Downward adjustments under the PACM were never meant to
replace periodic updates of the baselines which are always necessary to reflect changes in
parameters and assumptions made for establishing the baseline. In fact, the PACM Activity Standard
requires that the downward adjustment itself must be updated during crediting period renewal (see
paragraph 162 (a) of the Activity Standard for Projects’®).

2.6 Consideration of leakage and indirect land-use change (iLUC)

2.6.1 Requirements in the CRCF draft carbon farming methodology

Leakage risks are not addressed appropriately and can lead to large overestimation of
removals or emission reductions: The draft methodology does not account for the risk that carbon
removals or soil emission reductions on certified parcels are compensated by an increase in

18 https://unfccc.int/sites/default/files/resource/A6.4-STAN-AC-002.pdf.
19 https://unfcce.int/sites/default/files/resource/A6.4-STAN-AC-002.pdf
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emissions on other land (under the operational control of the operator or elsewhere). Leakage is not
mentioned by the draft methodology. This omission is not appropriate as the proposed activities
impact the agricultural product range produced from a specific land parcel. For example, improving
crop rotations or converting arable land for fodder crops to permanent grassland imply that the
amount of a specific agricultural product produced from this land is reduced (i.e. a specific crop that
is cultivated less frequently; fodder crops) so that activity shifting to other land could occur to meet
the demand for this product.

Particularly, ILUC effects are not accounted for: According to recital 9 of the draft delegated act,
“the assessment of existing literature shows that carbon farming activities that are carried out in
degraded, marginal or low-yield areas are not expected to be associated with significant ILUC
emissions as there would not be any or little re-/displacement of food and feed production”. The
recital states that ILUC impacts would only be triggered in the event that revenues from CRCF units
are equal or higher compared to revenues generated under previous land use. Consequently, there
is currently no need to quantify ILUC emissions until experience has been gained with applying the
methodologies and further information is available on prices for certified units. Yet, the idea that ILUC
can be ignored for carbon farming on “degraded” or “marginal” land, or deferred until CRCF revenues
exceed former land-use income, is not supported by scientific evidence. ILUC effects are triggered
through dynamics on global agricultural commodity markets and even small shifts in land use can
trigger displacement of food and feed production elsewhere, regardless of the local profitability or
condition of the initial plot. Price signals are only one of various triggers of displacement so that ILUC
effects can occur even when revenues from the new activity are modest (Fuglie et al. 2023;
Arvanitopoulos et al. 2021; Haseeb et al. 2024).

Not accounting for such leakage effects may lead to significant overestimation of removals or
emission reductions. Additionally, not accounting for leakage effects violates Article 4(2)(a)(iii) of the
CRCF Regulation which defines GHGassociated @s “the increase in direct and indirect greenhouse gas
emissions over the entire lifecycle of the activity which are attributable to its implementation,
including indirect land use change, calculated, where applicable, in accordance with the protocols
set forth in the 2006 IPCC Guidelines for National Greenhouse Gas Inventories and any further
refinement to these 2006 IPCC Guidelines”, thus including leakage. Guidance must be added to the
draft methodology on how leakage to other parcels is to be identified and what would be the
consequences of leakage for quantifying carbon removals and emission reductions achieved
through the respective activity. We recommend addressing leakage risks by applying default factors
in the quantification of achieved emission reductions or removals. Tools and methodologies to
account for leakage effects are available from other carbon crediting programmes (see e.g. Oldfield
et al. 2021) and should be used.

2.6.2 PACM requirements

The Leakage Standard of the PACM?° requires activity proponents to identify all potential sources of
leakage, seek to prevent any kind of leakage by changing the design of the activity and — where this
is not possible — minimise any leakage and subsequently account for any remaining leakage in the
calculation of net emission reductions or removals (unless the exclusion of leakage sources from the
calculative is conservative, i.e. the exclusion of a source of positive leakage where the
implementation of an activity results in a decrease in emissions or in an increase in removals). The
Leakage Standard explicitly mentions competition for resource use as a source of leakage where an
increase in the consumption of a limited resource by the mitigation activity could lead to an increase

20 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-005.pdf.
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in GHG emissions or decrease of removals outside of the activity boundary. It also explicitly requires
that indirect land-use change (ILUC) to be considered. This means that any emissions from ILUC
must be accounted for.

2.6.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The draft methodology does not satisfy the PACM requirements. It does not account for all sources
of leakage as required by the PACM, particularly not accounting emissions through ILUC. The draft
methodology should be amended to address leakage risks, including to explicitly require that any
emissions from ILUC must be considered.

2.7 Approach to selection of carbon pools and emission sources for calculating
emission reductions or removals

271 Requirements in the CRCF draft carbon farming methodology

Unclear definition of carbon pools and emission sources to be considered: The draft
methodology defines carbon pools and emissions sources in a complicated, imprecise and
incomplete manner that opens the door for activity developers to selectively include and exclude
certain pools and emission sources (section 2). It is common practice in carbon crediting that
methodologies contain two tables which define a) the relevant carbon pools and b) emission sources
that must be considered in the baseline and the activity scenario as well as for considering leakage
emissions.?' These tables further contain instructions to activity developers explaining when they
must include certain pools and sources and when it is deemed conservative to exclude them.

The draft methodology does not include a robust approach for defining carbon pools and emission
sources to be considered:

o It breaks with the common practice described above to define carbon pools and emission
sources which must be considered in the baseline and the activity scenario as well as for
considering leakage emissions. The methodology it only defines the ’scope of the certification
methodology’ for each activity (sections 2.1.1. to 2.1.3.), using a simple list containing
imprecise terms such as ‘living biomass’ which are not defined in the definition section. This
particular term is problematic, because it leaves room for interpretation whether this includes
both above- and below-ground biomass, non-tree biomass, litter or other relevant pools and
sources.

e Table 3 in section 2.1. of the draft methodology shows how the terms used in the
quantification equations relate to LULUCF carbon pools and emission sources defined in the
2006 IPCC guidelines. This table suggests that ‘GHGassociated' €nCOmpasses “living biomass
in trees and shrubs (stems, branches and roots)”. Yet, the lists defining the scope for
agricultural activities and afforestation do not include any emission source of living biomass

21 For example, Verra defines aboveground biomass as “biomass above the soil, including the stem, stump,
branches, bark, seeds and foliage” and below-ground biomass as “Living biomass of live roots,
sometimes excluding fine roots of less than 2 mm diameter because these often cannot be distinguished
empirically from soil organic matter or litter”; see https://verra.org/wp-content/uploads/2025/12/VCS-
Program-Definitions-v5.0.pdf and https://verra.org/wp-content/uploads/2023/11/VM0048-Reducing-
Emissions-from-Deforestation-and-Fores....
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as part of ‘GHGassociated’ (S€CtiOns 2.1.1. and 2.1.3.). For rewetting of peatland, “CO- emissions
from living biomass, if applicable” are included under ‘GHGassociated Without further
specification. This is inconsistent and confusing.

o Some key emission sources relevant for carbon farming activities such as fires and soill
disruption as well as livestock are missing in the lists defining the scope of the certification
methodology for each activity.

e The draft methodology does not define the emission sources that must be considered to
estimate leakage, including leakage occurring from indirect land use change.

e The carbon pools and emission sources listed in sections 2.1.1. to 2.1.3 are not aligned with
those included in tables 1 and 2 which define what must be included in the monitoring report.
Section 2.1.2. on rewetting of peatlands does not include ‘direct and indirect NoO emissions
from managed non-agricultural soils’ which are included in Tables 1 and 2. Additionally, ‘living
biomass’ is not further specified in Tables 1 and 2. This is inconsistent and clear guidance is
required in order to make sure that all relevant carbon pools and emission sources are
covered in monitoring reports.

2.7.2 PACM requirements

The PACM Baseline Standard in its Annex 12 contain comprehensive requirements on the definition
of the activity boundary. Proponents of a PACM methodology must identify all emission sources,
sinks or reservoirs that could be altered by PACM activities that are eligible under the methodology.
They must differentiate whether each source is controlled by, related to, or otherwise affected by the
planned activity providing adequate justification for the classification. Based on this analysis,
mechanism methodologies must define the activity boundary of the applicable activities, including
which emission sources, sinks or reservoirs and GHGs are included. The activity boundary must be
presented in a table, covering both the activity scenario and the baseline scenario. The activity
boundary must include all emission sources, sinks or reservoirs that are identified as controlled or
related. The activity boundary also may include sources, sinks or reservoirs that are identified as
otherwise affected by the activities. Changes in anthropogenic emissions and/or removals of GHGs
that occur outside the activity boundary and that are attributable to the activity must be considered
as leakage.

The PACM allows to omit sources, sinks or GHGs from the activity boundary, provided that the
omission leads to a more conservative quantification of emission reductions or net removals. The
mechanism methodology may also specify conditions under which certain sources, sinks, reservoirs
or GHGs shall be considered or may be omitted. The proponent of the mechanism methodology
must demonstrate and provide appropriate justifications for any such omissions, including that the
omission is conservative for the range activities that may apply the methodology

273 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The way in which the draft methodology approach setting the activity boundary is inconsistent with
the PACM - both in terms of stringency and form.

22 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-004.pdf.
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The use of imprecise terminology such as ‘living biomass’ does not sufficiently clarify which exact
carbon pools and emission sources must be included.

We therefore strongly recommend revising the methodologies to include for each activity a table of
all emission sources, sinks or reservoirs that could be altered by the CRCF activity. Pools and
emission sources should be broken down as far as possible, e.g. differentiating between above- and
below-ground biomass to provide unambiguous instructions. Further, the tables should clearly
specify which pools, sources and reservoirs must be considered in the baseline and which in the
activity scenario.
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3 Additionality

The CRCF methodology for carbon farming uses a three-pronged approach for activity developers
to demonstrate additionality of their activities. It includes:

¢ Anincentive effect test to avoid retroactive crediting
e A regulatory test to avoid crediting activities mandated by legal requirements

¢ A financial viability test to avoid crediting activities that are financially viable without the
revenues from CRCF units.

3.1 No retroactive crediting

An important approach of filtering out non-additional activities is a requirement for project proponents
to demonstrate that the incentives from carbon credits were considered in the decision to proceed
with the activity (often referred to as prior consideration requirement). Such provisions are a well-
established and effective approach in carbon markets for minimising the risk that credits are claimed
for activities when carbon finance was neither considered nor needed for the activities to proceed.

311 Requirements in the CRCF draft carbon farming methodology

Retroactive crediting allowed: The draft methodology includes a requirement to perform an
‘incentive effect’ test (section 3.2.1.). The provisions stipulate that the test “shall demonstrate that
the certification has an incentive effect” in the sense that the operator “would not carry it out without
certification or in a restricted or different manner”. They further stipulate that this condition is satisfied
wherever “work on the relevant activity has not yet started at the time of submission of the application
to the certification scheme”. “Start of work” here is defined as either “the start of the activity” or “the
first legally binding commitment to order equipment or employ services or any other commitment
that makes the activity irreversible”. Preparatory work such as obtaining permits and conducting
feasibility studies is deemed to not consider start of work or activity.

By way of derogation, operators must not pass the incentive effect test in the following two cases:

e Operators who started their activities between 1 January 2023 and 31 December 2027 and
apply to a certification scheme after the start of the activity

e Operators who started the activity under a certification scheme before its recognition under
Implementing Regulation (EU) 2025/2358. In this case, only carbon removals or soil emission
reductions generated after the adoption of the recognition decision shall be eligible for
certification.

3.1.2 PACM requirements

The Methodologies Standard of the PACM requires activity participants to demonstrate prior
consideration of the benefits of the mechanism. This applies to all approaches to demonstrate
additionality, including standardised approaches (paragraph 73). This is implemented by requiring
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activity participants to submit a prior consideration notice to the PACM secretariat at the latest 180
days after the decision to implement the activity.?

3.1.3  Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The provisions of the draft methodology for carbon farming activities are less stringent than those of
the PACM. Due to the far-reaching derogations, operators can register activities under the CRCF
which have been operating for several years. This can be illustrated by an activity which started on
01 January 2023 and is submitted for registration on 01 January 2028. In this case the activity has
been implemented successfully without the additional incentive from selling CRCF units for five
years. For such activities it appears highly doubtful that CRCF revenues were truly needed for the
project to go ahead, especially as for soil carbon sequestration in mineral soils, the activity can cease
after five years. Yet, due to the derogations such activities do not need to demonstrate that they
need the incentive from the CRCF.

We strongly recommend revising the provisions of the methodology to include clear evidence of prior
considerations for all activities without any derogations, as under the PACM. Considering that the
derogation applies to the period of 1 January 2023 and 31 December 2027 — which coincides with
the current period of the Common Agricultural Policy (CAP) there appears to be a high risk that
activities receive double funding through the CAP and the CRCF. This would imply that public funds
effectively subsidise the price of CRCF units, which undermines the efficiency of markets and can
lead to higher global emissions, thus violating the principle of environmental integrity (Spalding-
Fecher et al. 2021). Further, the draft delegated act is less stringent than earlier versions of the draft
methodology, which included a provision stipulating that only units generated after the certification
audit are eligible for certification. This provision has been removed, allowing project proponents
claiming credits for past action to be issued.

3.2 Consideration of legal requirements

3.21 Requirements in the CRCF draft carbon farming methodology

No provisions on emergence of legal requirements during the project’s lifetime: The draft
methodology contains a requirement to demonstrating that the net climate benefit of an activity does
not occur as a result of any legal requirement on the operator stemming from Union or national
legislation. The provisions define national legislation to include laws, statutes and regulations as well
as court order, mandatory environmental management agreements, planning decisions or other
legally binding agreements (section 3.1.).

A derogation contained in previous versions stipulating that an activity may generate units even if it
became mandatory for the operator under national legislation after the certification audit has been
deleted. There are however no provisions that regulate which will happen in such situations which is
a clear shortcoming and potential loophole. This is particularly risky for afforestation activities for
which the methodology prescribes a single activity period of 35 years. This means that if, for instance,
an activity becomes legally imposed after 5 years, operators would be entitled to up to 25 years of
non-additional CRCF units under the methodology. In the voluntary carbon market, the best practice

23 See paragraph 14 of the Activity Standard for Projects (A6.4-STAN-AC-002) and paragraph 13 of the
Article 6.4 activity cycle procedure for projects (A6.4-PROC-AC-002)
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is to assess legal requirements at each issuance and only allow for issuing units until relevant laws
or regulations enter into force, in particular for developed countries (see for example the rules by the
American Carbon Registry and the Climate Action Reserve).

Further, it appears that the regulatory test must not be reconfirmed during renewal of the activity
period. While the draft methodology includes a list of elements the revised activity plan shall contain,
the need to perform a regulatory test does not feature (section 1.3.3.). The methodology should
clearly require to reassess regulatory surplus during the renewal of the activity period.

3.2.2 PACM requirements

The PACM Additionality Standard in its paragraphs 24-27 defines the requirements for “regulatory
analysis” in methodologies.?* They stipulate that methodologies must include provisions to
demonstrate that the emission reductions or net removals resulting from a PACM activity would not
occur because of any law or regulation. Further, the analysis must be conducted at the latest at each
renewal of the crediting period.

As the CRCF, the PACM rules do not contain a general requirement to terminate an activity in case
legal requirements mandating the activity are adopted during the crediting period. However, the first
methodology (project type: landfill gas utilisation) adopted under the PACM, includes a requirement
to update the regulatory analysis on an annual basis and reflect any changes in legal requirements.?®

3.2.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The requirements of the methodologies for carbon farming activities largely meet those of the PACM.
The main deviation is the missing requirement to conduct the regulatory surplus test at each renewal
of the crediting period.

The provisions of the first methodology adopted under the PACM provide a best-practice example
how to robustly ensure that projects meet the legal requirement test at any time during project
implementation. However, the Additionality Standard allows specific other methodologies to assess
legal additionality less frequently, which is a weakness of the PACM rules.

3.3 Financial viability

3.31 Requirements in the CRCF draft carbon farming methodology

Rules on financial viability have been strengthened: The requirements for demonstrating that
the activities are not financially viable without the revenues from the CRCF have been strengthened
compared to the previous versions of the draft methodology. Now all activities must comply with
these requirements and previous exemptions for activities receiving state aid or public subsidies
have been deleted.

The current provisions stipulate that operators must demonstrate that the activity is not financially
viable without the incentives created by the CRCF (draft methodology, section 3.2.). For this they

24 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-003.pdf
25 https://unfccc.int/process-and-meetings/the-paris-agreement/article-6/article-64-pacm/mechanism-
process/methodologies/a64-amm-001
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must conduct either a simple cost analysis or an investment comparison analysis. The latter is most
comprehensive but not always possible for all activities where the decision to proceed with an activity
is more dependent on comparing the cost between two scenarios instead of a decision between two
investment opportunities. In the simple cost analysis operators must demonstrate that the
implementation with the activity is associated with costs and does not generate any cost savings or
revenues other than revenues from certification. In the investment comparison test, operators must
compare the financial attractiveness of the activity with alternative investment scenarios using net
present value as the financial indicator (section 3.2.2.2.). In addition, the financial viability test must
be updated if the activity is renewed (section 1.3.3.).

The methodology stipulates that for both tests operators must include all relevant costs, including
CAPEX and OPEX and all revenues and cost savings, including any public funding received. If public
funding is received, operators must document this and demonstrate that it would not have filled
funding of the activity in the absence of revenues from certification. The tests may also include the
costs associated with any barriers faced by the proposed activity where they can be monetised and
quantified as additional costs. Further, all parameters and assumptions must be internally consistent,
and data and conclusions must be transparently documented and appropriately justified and
substantiated by evidence. Finally, the test must be implemented in a conservative manner.

3.3.2 PACM requirements

For activity-specific approaches under the PACM, project proponents must demonstrate that the
activity is not viable in the absence of the incentives provided by the PACM (Additionality
Standard®®). The default approach to demonstrate this is an investment analysis combined with a
common practice analysis. In some specific cases, mechanism methodologies may use a barrier
analysis instead of the investment analysis. For the investment analysis mechanism methodologies
may choose between a simple cost analysis, a benchmark analysis and an investment comparison
analysis. They must justify the choice of analysis.

The analysis must include all relevant costs, including CAPEX and OPEX, including any barriers that
can be monetised and quantified as an additional cost, and all revenues and cost savings, including
any public funding such as subsidies.

Further, all parameters and assumptions used in the analysis must be internally consistent. For
example, cash flows shall be expressed in either real or nominal terms consistently and be
determined consistent with the financial indicator used. The assumptions, data and conclusions in
the investment analysis must be transparently documented, appropriately justified and substantiated
by evidence.

Also, the analysis must be implemented in a conservative manner. To ensure conservativeness, the
analysis must include a sensitivity analysis to demonstrate that the conclusion of the analysis is
robust to reasonable variations in the critical parameters and assumptions, including CAPEX, OPEX,
revenues and cost savings, as applicable.

Further, the analysis shall be based on data and information that is consistent with information
presented to the entity’s decision-making management and investors/lenders at the start date of the
activity.

26 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-003.pdf
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Where public funding for an activity, expressed in grant equivalents, is larger than the expected
revenues from credits issued under the PACM?’, mechanism methodologies shall require
demonstration that public funding would not have filled the funding gap in the absence of revenues
from the PACM.

Finally, the PACM Additionality Standard requires that the investment analysis must be
complemented by a common practice analysis which demonstrates that the relevant technology or
practice is not common practice (e.g. it has a low market penetration).

3.3.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The provisions of the methodologies for carbon farming activities are clearly modelled upon the
PACM requirements, using verbatim language in most places. Hence, they meet most of the PACM
requirements. A key exception is the that the CRCF methodology does not provide further specifics
how the requirement to implement the analysis in a conservative manner must be operationalised.
There is no requirement for a sensitivity analysis to demonstrate that the conclusion of the analysis
is robust to reasonable variations in the critical parameters and assumptions. We strongly
recommend including such a provision to ensure that operators use conservative approaches when
performing the simple cost and investment comparison test.

Further, although the CRCF Regulation in recital (14) clearly stipulates that in the context of carbon
farming, only practices and processes that go beyond the common practice should be certified, the
draft methodology does not include any provisions for activity proponents to demonstrate that they
are not common practice. This contradicts the CRCF Regulation and is at odds with the PACM.
Relevant provisions should be introduced in the final version of the methodology.

3.4 Consideration of public funding

3.4.1 Requirements in the CRCF draft carbon farming methodology

Funding from different sources may be combined without separate attribution of units: The
methodology for carbon farming activities stipulates that operators must document any public funding
provided to the activity as part of the financial viability test. Further, they must demonstrate that public
funding would not have filled the funding gap of the activity in the absence of the revenues from
certification, considering CAPEX, OPEX and any revenues other than revenues generated from
certification (draft methodology, section 3.2.2.). Yet, the draft methodology does not require CRCF
units to be attributed to different funding streams.

3.4.2 PACM requirements

Under the PACM, blending revenues from PACM credits with public funding is possible (Additionality
Standard, section 6.3.2.). However, where public funding for a PACM activity, expressed in grant
equivalents, is larger than the expected revenues from PACM credits, participants must demonstrate
that public funding would not have filled the funding gap in the absence of revenues from PACM
credits. In addition, the PACM Supervisory Body mandated its Methodological Expert Panel (MEP)
to conduct further work on this matter.

27 Emission reductions under Article 6.4, or “A6.4ERs”.
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343 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The provisions of the draft methodology for carbon farming activities use similar language as those
form the PACM and therefore have the same degree of stringency.

It would be important however to add specific provisions that deal with the attribution of CRCF units
to different funding streams in case activities receive both public subsidies and CRCF units.

If all mitigation or removals will be attributed to the CRCF, public subsidies would artificially lower
CRCF unit prices and subsidise the users of the CRCF units. This would lead to economic
inefficiencies and could implicitly subsidise continued use of fossil fuels by the users of the units,
such as voluntary carbon market buyers (Spalding-Fecher et al. 2021). To avoid such unintended
outcomes, the methodologies should proportionally attribute the removals and emission reductions
to the financial support provided. This could be done by drawing on approaches developed for the
Swedish Energy Agency and the World Bank Group (ibid).
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4 Non-permanence

4.1 General issues

411 Requirements in the CRCF draft carbon farming methodology

It is a severe gap that eligible use cases for temporary CRCF units are not set by the CRCF
Regulation nor the Delegated Act. This leaves the door open to using temporary CRCF units for
offsetting, which poses strong risks to the environmental integrity of the CRCF. Temporary units are
not equivalent to permanent mitigation and offsetting permanent CO, emissions with temporary
carbon storage in soils or biomass can lead to higher levels of emissions in the atmosphere than
without the use of the CRCF.

Offsetting is particularly problematic since the monitoring rules under the methodology mean that
reversals of sequestered carbon after the end of the monitoring period would not be accounted for.
To illustrate, the minimum duration of an activity period may be as short as 5 years for agricultural
activities that enhance soil carbon removals, renewable up to three times, and 15 years for
agroforestry, renewable once (draft methodology, section 1.2.1.1.(a)). Monitoring is obligatory for
only 5 years after the end of the activity period for agricultural activities and afforestation. This means
that temporary mitigation impacts might only be guaranteed for comparatively short timeframes, for
example 10 years in the case of agricultural activities that enhance soil carbon removals.
Additionally, for afforestation, high reversal risks remain after the end of the monitoring period but
are not accounted for in the draft methodology. For those activities, monitoring should be required
for several decades after the end of the activity period. Furthermore, for practices that reduce CO»
emissions from soils or that reduce direct and indirect NoO emissions from managed agricultural
soils, no monitoring beyond the activity period is required in order to ensure consistency for all
activities generating soil emission reductions (draft methodology, section 1.2.1.2). This provision
does not account for reversal risk associated with reducing CO» emissions from soils and implies
that temporary mitigation impacts for related agricultural activities might only be guaranteed from 5
years.

On the one hand, shorter monitoring periods may align with farmers’ interests and typical planning
horizons, which often favour commitments with limited duration and lower administrative burden. On
the other hand, the CRCF Regulation stipulates that certification methodologies should promote the
prolongation of the monitoring period of carbon farming activities and promote financial incentives
over the long term in order to ensure that CO- captured is stored “for at least several decades” (recital
22). The minimum time periods for which monitoring is required for agricultural and agroforestry
activities according to the draft methodology do not adhere to this principle. Additionally, the draft
methodology lacks incentives for maintaining mitigation impacts over longer time periods.

On a related note, carbon farming sequestration units generated under the CRCF expire at the end
of the monitoring period of the relevant activity (CRCF Regulation Articles 6.5 and, Article 12.5).
Following expiry, units will be cancelled from the certification or Union registry (expected to come
online in 2028) unless the operator commits to prolonging the monitoring period according to the
rules set out in the applicable certification methodology (CRCF Regulation, Articles 6.5 and, 12.5).
Yet, since units might have been claimed by buyers for offsetting purposes at the time they expire,
cancelling expired units from the registry cannot safeguard environmental integrity because it entails
no consequences on the offsetting claim that has been made.
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In light of the above, either the CRCF Regulation or the draft methodology should clarify for which
limited purposes temporary units may be used, excluding meeting emission reduction obligations by
public and private actors.

Reduced CO; emissions resulting from rewetting of peatlands are considered permanent:
According to recital 11 of the delegated act, emission reductions achieved through the rewetting and
restoration of peatlands are considered irreversible (equivalent to reduced N>.O emissions from
improved fertiliser use) so that no liability mechanism is needed for the resulting soil emission
reduction units. Section 4.2. of the draft methodology confirms this by stating that a liability
mechanism shall be used for activities that generate a temporary net carbon removal benefit, thus
excluding peatland rewetting.?®

There is broad scientific consensus that emissions from peatland rewetting are subject to non-
permanence risks, though the risk may be lower than for other activities (Schneider et al. 2024;
Leifeld et al. 2025). Accordingly, major existing carbon crediting programmes such as the UK
peatland code and the Verified Carbon Standard (VCS) acknowledge that peatland rewetting has
non-permanence risks and require project developers to monitor these and account for any reversal
events. We note however, that the risk for reversing avoided emissions from peatland rewetting are
considerably lower than for some other activities, such as emission reductions from reduced
deforestation. One reason for this is that the practical and administrative efforts to implement
rewetting activities are comparatively high and are unlikely to be quickly reversed. Nevertheless,
non-permanence risks remain and should be addressed, for example, through respective legal
requirements. The magnitude of such risks could be determined through a dedicated risk
assessment, possibly resulting in lower contributions to a buffer pool than contributions from other
types of activities to acknowledge the lower risk of reversals. Would the European Union adopt this
methodology it would unilaterally decide to ignore common practice on carbon markets. Worse, it
would lower the bar for other carbon crediting programmes and send a signal that the EU is willing
to undercut industry-wide accepted standards for minimising non-permanence risks.

In Article 6, the CRCF Regulation further stipulates that soil emission reduction activities shall be
subject to appropriate monitoring rules and liability mechanisms. The draft methodology’s approach
to simply declare that peatland rewetting will result in permanent emission reductions fails to address
this requirement of the CRCF Regulation.

Lastly, the minimum activity period duration for peatland rewetting may be as short as 10 years;
because monitoring is required only until the end of the activity period, any reversals occurring
thereafter would not be accounted for, implying that the temporary mitigation effect could, in the
worst case, be limited to a decade (draft methodology, sections 1.2.2.1. and 1.2.2.2.).

Mixing permanent and non-permanent soil emission reductions: Reduced/avoided CO:
emissions from mineral soils (i.e. a carbon reservoir) are associated with non-permanent risks and
can be reversed (e.g. avoided emissions from reduced tillage could be released at a later point in
time when tillage practices change again). Reduced N2O and CH4 emissions on the other hand can
be considered permanent. They are not related to a GHG reservoir and do not result in increased
storage of these gases so that emission reductions achieved are not reversible (Schneider et al.

28 Yet, a risk assessment is required for all carbon farming activities (draft methodology, section 4.1.2). For
rewetting and restoration of peatlands, activities qualifying as high-risk as a result of this risk assessment
shall not be eligible for certification (section 1.1.2.1). For those activities, the risk assessment serves to
ensure that appropriate resilience practices are put in place in areas prone to reversal risks (recital 11 of
the delegated act).
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2024). The equations for calculating the net soil emission reduction included in the draft methodology
benefit mix permanent N2O and CH4 emission reductions and temporary CO, emission reductions
from soils (draft methodology, section 2.1.). At the same time, neither the draft methodology nor the
CRCF Regulation specify whether soil emission reduction units are considered permanent or
temporary. This creates a lack of clarity regarding the validity of these units. Units issued for reduced
CO, emissions should be clearly separated from units issued for avoided N2O or CH.s emissions.
Additionally, for avoided CO, emissions appropriate liability mechanisms are missing and must be
added.

Missing rules for when monitoring ceases: The draft methodology states in section 1.3.4.2. that
monitoring shall be done at least every 5 years and within one year of becoming aware of an event
resulting in a reversal. Rules are missing for the event no monitoring report is provided, yet in the
latest draft of the methodology, it has been added that certification schemes “may” provide additional
guidance on late or incomplete submissions of monitoring reports (draft methodology, section 1.3.4).
Still, this provision remains non-mandatory and thus insufficient. It should be clarified that in case no
monitoring report is submitted, this would correspond to an early termination of a carbon farming
activity, that shall be treated equally to a full avoidable reversal (as stipulated in section 4.1), so that
units issued for the activity would expire and would need to be compensated for.

The draft methodology does not provide a definition and guidance for quantifying and
identifying reversals. While Section 4.1 defines avoidable and unavoidable reversals, section
1.3.4.2.(d) merely states that the monitoring report shall “quantify the amount of the reversal by using
the quantification rules laid down in section 2, or where this is not possible due to the nature of the
reversal event, produce a conservative estimate of the reversal’. No further guidance is provided
how a reversal is defined and quantified. Related to this, it is not clear, how reversals are to be
identified. According to the draft methodology, “the absence of an avoidable reversal shall be
demonstrated through evidence of continuation of the activity” for agricultural mineral soils (draft
methodology, section 1.3.4.1).

41.2 PACM requirements

Under the PACM, non-permanence risks are addressed by monitoring and compensating for
reversals for a defined time period after the end of the last crediting period (post-crediting monitoring
period).?® Through this approach, temporary mitigation impacts are considered and treated
equivalent to permanent mitigation. This fails to acknowledge that land-based mitigation cannot
guarantee permanent carbon storage. Overall, the non-permanence requirements under the PACM
remain insufficient.

The duration of the period for which monitoring is required after the end of the last crediting period
will be determined in individual crediting methodologies for specific activities. According to the Non-
permanence Standard, the minimum period for post-crediting monitoring i.a. depends on the
mitigation activity type and its associated reversal risks (Non-permanence Standard, section 7.4.%°).
It thus remains to be defined whether the PACM will set a more ambitious standard than other
crediting programmes on the voluntary carbon market.

2% The PACM Non-Permanence Standard defines activities increasing carbon stocks or avoiding the loss of
carbon stocks, relative to the baseline, in any of the greenhouse gas reservoirs of the biosphere to carry
reversal risks. This includes agricultural practices to enhance soil organic carbon, afforestation as well as
peatland rewetting (Non-Permanence Standard, paragraph 6).

30 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-007.pdf.
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A key difference to existing examples®' is the concept of a post-crediting monitoring period, meaning
that monitoring will in any case exceed the duration of the overall crediting period under the PACM.

Under the PACM, post-crediting monitoring by activity participants may be terminated before the end
of the defined monitoring period if:

a) the risk of reversal is negligible calculated over at least a 100 year timeframe starting from no
earlier than the end of the last crediting period®? (which does not apply to carbon farming
activities) (Non-permanence Standard, paragraph 3(g)*3; Information note, paragraph 503*).

b) it can be proven that potential future reversals are remediated (Removals Standard, paragraph
283%%),

e This is done by cancelling credits corresponding to the amount of potential reversals for
all credits issued to the activity to a dedicated cancellation account (Information note,
paragraph 44%).

e Alternatively, participants can demonstrate sufficient insurance policy, or comparable
guarantee products or third-party guarantee to cover the risk of reversals, including a
plan for detecting future reversals for a minimum time period (Information note,
paragraph 4637).%8

The PACM also provides the possibility for a third party nominated by the activity participant to take
over formal responsibility to perform post-crediting monitoring instead of the activity participant itself
(Information note, paragraph 41%).

If no monitoring report is provided by a participant, the total number of Article 6.4 credits issued will
be treated as reversals and must be compensated for (Information note, paragraphs 35-36°).

41.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

Overall, both the CRCF’'s and the PACM’s approach to addressing non-permanence have
weaknesses:

While rewetting of peatlands is not considered to imply reversal risks in the draft methodology, it is
explicitly mentioned as an activity carrying reversal risks in the PACM Non-permanence Standard.
In addition, the CRCF draft carbon farming methodology mixes permanent and non-permanent soil
emission reductions, while the PACM Non-permanence Standard does not cover emission
reductions which are not associated with non-permanence risks like reduced fertiliser application. It
therefore provides greater clarity regarding applicability of liability mechanisms.

31 E.g. Carbon farming methodologies under American Carbon Registry.
32 Details regarding the permissible level of remaining reversal risks yet remain to be defined under the
PACM.

33 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-007 .pdf

34 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf

35 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-002.pdf

36 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf

37 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf

38 Further guidance on requirements for third party liability yet remains to be developed under the PACM.
39 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf

40 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf
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Both, the CRCF draft carbon farming methodology and the PACM require monitoring to continue
beyond the end of the crediting period for agricultural activities/agroforestry and afforestation. The
time periods in the draft methodology for which monitoring is required are rather short and should
be extended to several decades for afforestation. Under the PACM, the time period yet remains to
be defined, so that no comparison is possible.

Whereas the CRCF draft methodology lacks mandatory provisions for when monitoring ceases, the
PACM treats missing monitoring reports as avoidable reversals of the total mitigation impact for
which credits have been issued. This is a more robust approach and should be added to the CRCF
requirements.

Lastly, the guidance in the draft methodology regarding the definition of reversals and approaches
to identify them is insufficient and not aligned with the PACM. The PACM defines reversals in section
4.4 of the Removals Standard as well as in the Non-Permanence Standard (section 2(j)) as a
negative net change in GHG storage over the monitoring period. The Non-Permanence Standard
also includes requirements for identifying and quantifying reversals in sections 6 and 7.

4.2 Risk assessment

4.2.1 Requirements in the CRCF draft carbon farming methodology

The risk assessment for agricultural activities including agroforestry as proposed in the draft
methodology includes several weaknesses:

- Therisk assessment only covers unavoidable risks: The risk assessment for agricultural
activities on mineral soils shall take into account hazard, i.e. climatic conditions and land
management that drive changes in SOC, and vulnerability, i.e. characteristics of soil that
make it prone to losing carbon in the case of hazard according to the draft methodology (draft
methodology, section 4.1.1.). Yet, in our understanding, ‘hazard’ includes unavoidable as
well as avoidable reversals resulting from human wilful intent. In addition, the result of the
risk assessment shall determine the contribution of a project to a certification scheme’s buffer
pool. This buffer pool shall be used to compensate for avoidable as well as unavoidable
reversals (section 4.2.). However, the first paragraph of section 4.1 states that the risk rate
resulting from the risk assessment shall account only for unavoidable events. This approach
does not comprehensively address reversal risks.

- Flexibility regarding data sources to estimate risk: To determine the risk indicators,
operators need to identify changes in carbon stocks in the activity area for agricultural
activities on mineral soils in the recent past (section 4.1.1.). Operators are given flexibility to
use different data sources for this purpose (e.g. own data, national survey data or the most
recent data made available by the Commission for activities on agricultural land, section
4.1.1.). This flexibility is problematic since the methodology does not include a requirement
to prioritise more conservative data sources. As a result, operators could choose the most
favourable (i.e. low) estimate of risk.

- Risk rates for agricultural activities on mineral soil too low: The overall risk rate is a fixed
value between 2% (for areas which are classified as having a low risk of hazard and a low
risk of vulnerability) and 10% (for areas which are classified as having a high risk of hazard
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42.2

and a high risk of vulnerability), unless extensive risk mitigation practices are put in place.*’
The rules in the most recent draft of the methodology have been strengthened by adding that
the risk rates shall be increased if the activity area is subject to a flooding risk or to a high or
very high landslide susceptibility (section 4.1.1). Yet, the maximum resulting risk rate of 15%
is still comparatively low, given that it determines the buffer contribution (which is also meant
to account for avoidable reversals) and thus implies that reversals greater than 15% of the
mitigation impact would not be covered by this contribution. This suggests that the buffer pool
risks to be undercapitalised. Major crediting programmes on the voluntary carbon market do
not set such a limit for the risk rating that determines the contribution to the buffer pool (e.g.,
VCS). Alternatively, they exclude activities with very high risk rates from eligibility (e.g., Gold
Standard), which is not the case in the draft methodology.

For peatland rewetting, no risk assessment is required: In the most recent draft of the
methodology, the obligation to carry out a formal risk assessment for peatland rewetting
activities has been removed. This obligation has been replaced by a requirement to include
practices to mitigate any risks to an activity’s “viability” in accordance with national or sub-
national requirements, “where applicable”. The previously included requirement for a formal
risk assessment should be reinstated in order to account for non-permanence risks to
peatland rewetting activities (section 1.1.2.2 on eligibility requirements for peatland
rewetting).

Additionally, the risk assessment does not take into account accelerating impacts of
climate change in the future, but is based on past SOC dynamics. The level of carbon
saturation in the activity area shall be used as a proxy for the risk indicator vulnerability. While
relative saturation can be a useful proxy for mineral soils under stable conditions, it ignores
that climate change can make soils more prone to loosing carbon (section 4.1.1.).

Requirements insufficiently detailed and clear: The draft methodology states that groups
of operators may use the weighted average of the risk rate across the activity area for
agricultural activities and afforestation/agroforestry (sections 4.1.1. and 4.1.3.). Yet, it is not
specified how such an average should be calculated and how the different risk rates should
be weighted. Additionally, the draft methodology refers to additional risk mitigation factors
that may lower the overall risk rate. Yet, insufficient guidance is provided on how such risk
mitigation practices are to be demonstrated and how they can lower the risk rating (sections
4.1.1. and 4.1.3.). This could lead to participants underrating the actual reversal risks. Since
the overall risk rates for agricultural activities on mineral soils are low anyway, this implies
that the buffer may be undercapitalised. Additionally, while the methodology provides
incentives to participants who undertake risk mitigation practices, they are not actually
required to do so.

PACM requirements

The PACM requires a reversal risk assessment covering avoidable and unavoidable risks and
including a risk mitigation plan. The risk assessment shall result in an overall percentage-based risk
rating that determines the amount of credits to be placed into the Reversal Risk Buffer Pool Account
which is used to compensate for reversals. A tool for the reversal risk assessment is currently under

41 For agroforestry and afforestation fixed risk rates, based on datasets provided by the Commission’s Joint
Research Centre (JRC), apply (section 4.1.1.).
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development, including further guidance on upper limits to the risk rating above which activities would
be excluded from crediting (Removals Standard, section 4.6.1.4?).

423 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

While, under the PACM, reversal risk assessments remain yet to be developed, both avoidable and
unavoidable risks must be included and high risk activities will presumably be excluded from
crediting. This is more ambitious than current provisions under the carbon farming methodology.

4.3 Liability mechanisms

4.31 Requirements in the CRCF draft carbon farming methodology

According to the draft methodology, “operators shall either participate in a buffer pool managed by
a certification scheme or obtain and maintain sufficient coverage under an insurance policy or
comparable guarantee products” to cover the risks of reversals (section 4.2.).

The rules on liability mechanisms included in the draft methodology include several weaknesses,
raising doubts that reversals can be effectively compensated for:

- Regarding the implementation of liability (section 4.2), provisions are missing in the
draft methodology on how operators will be held liable for replenishing the buffer
pool in case of avoidable reversals. According to the draft methodology, such liability
mechanisms shall be established by certification schemes. Yet, it would be better to
regulate this in the methodology itself to ensure harmonised rules. These should include a
provision that no further units will be issued to an operator before the buffer pool has been
replenished and that units issued will be cancelled if such replenishment is not
implemented. It should also be clarified in the methodology that avoidable reversals are
compensated through the pool if the operator does not or cannot fulfil their contractual
arrangements so that they cannot be held liable.

- Section 4.2. of the draft methodology does not specify how reversals exceeding the
number of credits in the buffer pool would be covered. In the worst case, this gap
could imply that such reversals would not be accounted for.

- Capitalisation of the buffer pool is not fully clear: The draft methodology does not
specify which activities shall be pooled in a buffer reserve. It is therefore unclear from
which sources a buffer pool will be capitalised. Additionally, if units in the buffer pool were
not sufficient to cover losses from a large-scale reversal, it is not specified how a large-
scale reversal would be compensated for.

- Legal agreements that restrict land management practices that would result in
reversals: Provisions should be added to require legal agreements with project operators
that restrict or prevent land management practices that would result in reversals (by the
operators themselves or by third parties).

42 https://unfccc.int/sites/default/files/resource/A6.4-STAN-METH-002.pdf
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4.3.2 PACM requirements

As mentioned above, the PACM requires a reversal risk assessment covering avoidable and
unavoidable risks and including a risk mitigation plan. The risk assessment shall result in an overall
percentage-based risk rating that determines the amount of credits to be placed into the Reversal
Risk Buffer Pool Account which is used to compensate for reversals.

The buffer pool serves to remediate avoidable and unavoidable reversals. Compensation shall be
implemented through cancelling credits from the activity that experienced the reversal until no such
credits are available in the buffer pool (Information note, section 53).4* In the event of an avoidable
reversal, participants are liable for replenishing the buffer pool (Removals Standard, paragraph 534°).
There are no specific provisions where participants do not/are not able to fulfil this liability. In practice,
reversals will be compensated through the buffer pool with credits equal to the amount of reversals
being cancelled from the buffer pool upon a reversal (paragraph 57).

4.3.3 Comparison of requirements in the CRCF draft carbon farming methodology with
those under the PACM

The liability provisions of the CRCF draft methodology lacks provisions how operators will be held
liable for replenishing the buffer pool (it is deferred to certification schemes to develop corresponding
rules). The PACM’s approach is more robust by generally clarifying that no further credits related to
the activity can be issued, transferred or cancelled before the reversal has been compensated. While
the rules for the risk assessment under the CRCF could lead to an undercapitalisation of the buffer
pool, the details regarding the risk rating which determines the contribution to the buffer pool under
the PACM yet remains to be developed.

Neither the CRCF draft methodology nor the PACM require legal agreements restricting land
management practices which could result in reversals.

43 https://unfccc.int/sites/default/files/resource/A6.4-INFO-METH-002.pdf

44 Guidance yet remains to be developed how compensation will be implemented if credits in the buffer pool
from the activity that experienced the reversal are not sufficient.

45 https://unfcce.int/sites/default/files/resource/A6.4-STAN-METH-002.pdf
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5 Safeguards and sustainable development impacts

Emission reduction and removal projects, particularly those that fall in the category of so-called
‘nature-based solutions’ are often situated in areas that host ecosystems which are rich in
biodiversity and are therefore particularly vulnerable to any human interventions. Often these areas
also provide important cultural and livelihood functions for local communities or host Indigenous
Peoples who hold customary land access rights.

Ensuring that carbon farming activities do not negatively impact such areas and the communities
that depend on them should therefore be an utmost priority for any certification mechanism. The
CRCF-Regulation in Article 7 specifies that activities shall do no significant harm to the environment
and that certification methodologies must define minimum sustainability requirements that are
consistent with the technical screening criteria for the ‘do no significant harm’ principle of the
Taxonomy Regulation.

An important shortcoming in the CRCF architecture is that it ties sustainability only to the
environmental dimension of sustainability. The Regulation itself in Article 7.1 only specifies that no
significant harm shall be done to the environment. Similarly, the technical screening criteria only
apply to environmental objectives.

This means that the many social dimensions that are potentially affected by CRCF activities are not
covered by the CRCF sustainability requirements. Considering that carbon farming activities may
contribute to exacerbating existing issues such as land speculation or the concentration of
agricultural activities in the hand of a few large-scale actors, this omission leaves an important gap
in the safeguard system of the CRCF.

While the CRCF-Regulation in Article 8 explicitly specifies that certification methodologies shall
contribute to ensuring the Union’s food security and avoiding land speculation and consider the
competitiveness of farmers and forest owners and managers in the EU, there is no mandate for
methodologies to develop specific safeguards in that regard.

The following sections assess how the draft methodology has transposed the requirements of the
CRCF Regulation and compares it with the approach chosen by the PACM.

5.1 Requirements in the CRCF draft carbon farming methodology

Eligibility requirements not stringently set: The draft methodology sets a list of examples of
eligible practices for each of the three carbon farming activity types that can apply for certification
(section 1.1.) Such lists can help practitioners assess whether their activities would fall under the
scope of the methodology. However, since the lists are not exhaustive, they leave room for
interpretation, weaken legal certainty and make outcomes dependent on how individual project
developers, certification schemes and auditors who interpret the methodology.

In addition, some of the eligibility criteria lack stringency. While certain requirements ban certain
practices (like agroforestry activities on areas where agroforestry systems have recently been
removed), others are less strict and remain vague. To illustrate, the draft methodology states that
“management practices shall be carried out in a way that minimises negative impacts on soil quality
and soil health“ (section 1.1.1.2). It is not defined which negative impacts are to be considered, nor
is it clear how compliance with this requirement shall be documented. Moreover “*  tree species
qualifying as unsuitable for current and future climate conditions as a result of the risk assessment
[...] shall not be eligible (ibid). Here the requirements remain vague as well, leave room for too much
interpretation and lack specific requirements for how to provide evidence of compliance.
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Unusual approach to safeguards: The draft methodology approaches safeguards differently to
other carbon crediting programmes, e.g. the Gold Standard or VCS. Instead of setting out a CRCF
specific environmental and social safeguard architecture, the sustainability section of the
methodologies essentially outsources safeguards to existing EU law (draft methodology, section 5).

The instruments referenced in the methodology are legally binding, have enforcement mechanisms
and in many cases require the avoidance and mitigation of environmental harm (see Table 4). They
directly cover key environmental goods potentially affected by carbon farming activities, such as
water, biodiversity, soil quality and chemical pollution. Other environmental goods potentially
affected by carbon farming activities, most notably air quality, landscape integrity, ecosystem
services, genetic diversity are only indirectly addressed or not explicitly covered.

Table 4: Sustainability instruments referenced in the methodology
EU Directive/ | Environmental Legally Enforcement Requires avoidance and or
Regulation goods protected | binding mechanism mitigation of
environmental harm?

Directive Surface water, Yes River Basin Yes, requires prevention of
2000/60/EC groundwater, Management Plans; deterioration, achievement
(Water aquatic permitting conditions; of ‘good status’, and
Framework ecosystems compliance  monitoring ' mitigation through
Directive) by competent authorities; ' programmes of measures

infringement procedures
Directive Marine waters, Yes Marine strategies and Yes, requires avoidance of
2008/56/EC marine monitoring programmes; deterioration and measures
(Marine ecosystems, national reporting; to achieve or maintain good
Strategy biodiversity infringement procedures | environmental status
Framework
Directive
Directive Cross-cutting Yes Mandatory EIA Yes, requires identification,
2011/92/EU procedures linked to avoidance, prevention,
(Environmental development  consent; reduction and, where
Impact judicial review; possible, offsetting of
Directive) infringement procedures | significant adverse effects
Council Water Yes National Action | Yes, requires preventive and
Directive (groundwater and Programmes; mandatory mitigation = measures to
91/676/EEC surface water), farm-level measures; reduce nutrient pollution
(Nitrates indirectly soil inspections and
Directive) penalties under national

law
Directive Soil, water, air, Yes National Action Plans; Yes, explicitly prioritises risk
2009/128/EC | biodiversity, restrictions on pesticide ' reduction, non-chemical
(Sustainable human health use; inspections and  alternatives, and mitigation
Use of penalties of adverse impacts
Pesticides
Directive)
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EU Directive/ | Environmental Legally Enforcement Requires avoidance and or

Regulation goods protected | binding mechanism mitigation of
environmental harm?

Directive Fauna Yes General System  of Yes, mandates the

2009/147/EC protection of species of | preservation of habitats

(Birds birds covered by the

Directive) directive.

Directive (EU) | Soll Yes Soil districts and units, Yes, mandates prevention of

2025/2360 monitoring framework for | soil degradation

(Soil soil health

Monitoring

Law)

Regulation Soil quality, water Yes Market surveillance  Indirectly, prevents harm by

(EV) quality, indirectly | (directly authorities;  conformity = setting quality, safety and

2019/1009 biodiversity applicable) | assessment; product ' contaminant thresholds

(Fertilising compliance controls rather than site-level

Products mitigation

Regulation)

Regulation Biodiversity, Yes Prohibitions, eradication Yes, requires prevention,

(EV) ecosystems, (directly and management early detection, eradication

1143/2014 ecosystem applicable) | measures; enforcement and mitigation of impacts

(Invasive Alien | services by national authorities

Species

Regulation)

Regulation Biodiversity, Yes National restoration | Indirectly, through

(EU) ecosystems, (directly plans restoration measures

2024/1991 water, forests, applicable)

(Nature

Restoration

Regulation)

National Biodiversity, Yes (via Site-specific Yes, typically prioritise

conservation habitats, national management rules; avoidance of harm and

designations ecosystems, soils  law) permitting conditions; ' prescribe mitigation where

and enforcement by activities are allowed

conservation
objectives

competent authorities

Source: Directives and regulations listed in column 1.

Procedurally, a key difference to other carbon crediting programmes is that the draft methodology
does not require a stand-alone safeguards assessment, including a systematic identification of risks
associated with the activity and a mitigation hierarchy. Instead, it assumes that such assessments
may be triggered by the directives and regulations referenced in the methodologies such as
Environmental Impact Assessments (EIAs), river basin management plans, permitting or national
programmes. This can only be robust, if these assessments are indeed triggered by the respective
carbon farming activity and if project developers, certification schemes and auditors have a clear
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understanding of which assessments apply. However, most carbon farming activities, will likely not
trigger an EIA due to their small scale, incremental nature and treatment as normal agricultural
practice. As a result, several safeguard mechanisms included in EU legislation and referenced in the
draft methodology may not be operationalised in practice, leaving potential environmental and social
impacts to be addressed only through general regulatory compliance rather than through systematic
ex-ante impact assessment and mitigation.

In other words, the provisions in the draft methodology appear to follow a regulatory, not market-
standard, approach. This means that the CRCF appears to be less concerned whether project
developers follow a predefined safeguards process but instead aims to ensure that activities are
legally in conformity with EU environmental law. This is coherent with the stated objective of the EU
Commission to prevent double regulation and avoid administrative burden on farmers, but it is less
transparent for carbon market actors which are used to procedural safeguards. The Gold Standard
for example — which has one of the most comprehensive safeguard requirements in the voluntary
carbon market — requires project developers to conduct an ex-ante environmental and social impact
assessment and apply a clearly articulated mitigation hierarchy (avoid, minimise, compensate) and
to document stakeholder consultation and grievance mechanisms irrespective of whether national
permitting or impact assessment procedures are triggered by the activity.

Additionally, the draft methodology does not provide guidance on how operators shall demonstrate
compliance with the minimum sustainability requirements laid down in section 5, including
compliance with the EU laws referred to in this section. For example, it is unclear how operators
shall demonstrate that an afforestation activity does not “result in the deterioration of the
conservation status of habitats specifically sensitive to biodiversity loss or with high conservation
value” and “not result in the deterioration of areas designated for the restoration of those habitats
and species in accordance with national and EU law, nor result in the deterioration of deadwood or
in significant soil degradation” (section 5.1) without further operationalising these requirements. A
further gap in the methodologies is the absence of a requirement to describe the approach to monitor
compliance with the minimum sustainability requirements in the monitoring plan (see section 1.3.2
of the draft methodology — this is only required for other sustainability co-benefits). This means that
there will be no validation of the monitoring approach, i.e. no external validation whether the chosen
approach and systems deployed in the project are robust and likely effective. In addition, some
issues that are particularly referenced in the CRCF-Regulation such as the avoidance of land
speculation (Article 8.3 (c)) and considering the competitiveness of farmers and forest owners and
managers (Article 8.3 (d)) are not further detailed in the methodology. This lack of further provisions
leaves it entirely to existing directives and regulations as well as national laws to ensure that
implementation of carbon farming activities will not exacerbate land speculation. This appears not
sufficient to operationalise the general principles and requirements contained in Article 8.3 (c) and
(d) of the CRCF-Regulation and it is recommended to amend the methodology in this regard.

As to the demonstration of compliance of the activity with the obligation to generate co-benefits, this
has been made mandatory (shall instead of may), yet the provisions regarding co-benefits have
been substantially weakened as operators must demonstrate this only for “at least” one practice
and not “the practice” as a whole (section 5.2).

46 https://globalgoals.goldstandard.org/103-par-safequarding-principles-requirements/.
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5.2 PACM requirements

Environmental and social safeguards and sustainable development requirements are mandatory for
all projects under PACM and provided in several standard documents, including the Sustainable
Development Tool*”. The latter provides a systemic approach to assess potential negative
environmental and social impacts and follows a hierarchy of avoiding, minimising and mitigating
clearly defined negative impacts. Both safeguards and sustainable development impacts are
required to be monitored and reported under PACM based on activity-level indicators. Validation and
verification as well as local and global stakeholder consultations are also mandatory.

The tool provides a step-by-step procedure that project proponents must follow. In step 1 a risk
assessment must be conducted using eleven defined elements and criteria. In step 2, project
proponents must, based on the outcome of the risk assessment, develop an environmental and
social management plan that contains actions to avoid, minimise and mitigate potential negative
environmental and social impacts and risks. They must further establish activity-level environmental
and social indicators, which need to be tracked during project implementation to demonstrate that
activities do not cause harm to the environment and society. This step-by-step approach and the
clear definition of elements and criteria that must be met constitute a very systematic approach with
a high degree of formalisation.

The above findings are the result of a limited assessment of the PACM Sustainable Development
tool focused on the PACM'’s general approach to environmental and social safeguards. The report
did not further evaluate the robustness and comprehensiveness of the requirements and criteria
included in the Sustainable Development tool. Research by Carbon Market Watch has provided
further insights on these impacts.*®

5.3 Comparison of requirements in the CRCF draft carbon farming methodology
with those under the PACM

In contrast to the PACM, the draft methodology has no systematic approach to safeguards, i.e. no
definition of the assessment procedure and specific criteria per impact category. It is unclear how
the compliance with the broad requirements should be ensured and operationalised, and how
monitoring should be implemented. Guidance is missing on how to address any potential risks and
what actions need to be taken, should negative impacts be identified. Although the activity and
monitoring plan shall include a proof of compliance with the sustainability requirements, it is not clear
what level of detail must be provided.

47 https://lunfccc.int/sites/default/files/resource/A6.4-TOOL-AC-001.pdf
48 https://carbonmarketwatch.org/publications/trading-carbon-credits-for-numan-rights/
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6 Conclusions

According to our assessment, the proposed CRCF methodology for carbon farming includes several
weaknesses that risk undermining the quality and integrity of units issued under the CRCF.
Particularly, flexibility in choosing monitoring approaches, insufficient consideration of uncertainty,
omission of leakage/ILUC risks, as well as insufficient additionality and permanence requirements
are likely to lead to many CRCF units that are not backed by actual emission reductions or removals.

In addition, several issues we identified contradict principles of the CRCF Regulation itself, including
unclear requirements for updating baselines, omission of leakage effects, missing incentives for
maintenance of mitigation impacts over several decades and missing liability mechanisms for soil
emission reduction activities.

Crucially, the draft methodology is not aligned with the PACM in many aspects and sets a
considerably lower integrity standard. The rules on the PACM are more ambitious and build on the
lessons learned under other carbon crediting programmes and aim to avoid past mistakes.
Meanwhile, the draft methodology does not seem to build on the wealth of experience that is
available and fails to ensure alignment with Article 6 of the Paris Agreement as intended in Article
18(4) of the CRCF Regulation. Given that carbon farming projects within the EU will be able to
choose between different crediting programmes, including options that will be aligned with the PACM
requirements, it is key to ensure that the EU crediting framework does not fall behind international
integrity benchmarks and remains attractive to buyers.

With the proposed CRCF carbon farming methodology, the EU fails to set a standard that will deliver
high quality carbon removals and soil emission reductions as proclaimed by the CRCF Regulation.
If such units were used for compliance with EU climate targets, the CRCF could pose significant
risks, potentially undermining the ability of the EU to achieve these targets. Additionally, the CRCF
rules do not exclude that voluntary buyers use CRCF units for offsetting purposes. Yet, using low
quality units for offsetting implies severe greenwashing risks. If, as a result of the weaknesses in the
certification methodologies, demand for CRCF carbon farming sequestration and soil emission
reduction credits was low, this could limit the extent to which the CRCF can contribute to the stated
goal of helping to achieve the EU’s climate neutrality target.

We recommend revising the proposed CRCF methodology in many areas before its adoption as well
as prohibiting the use of CRCF carbon farming units for offsetting purposes. In revising the
methodology, we recommend considering the requirements set under the PACM as well as well-
established best practices in carbon crediting programmes on the voluntary carbon market.
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