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Dear Sir,

Transparency International Pakistan appreciates the Government of Sindh’s decision to
operationalize carbon market initiatives under the Environment, Climate Change and Coastal
Development Department (Annex-A). This is a significant step towards operationalizing carbon
markets in the province in line with Pakistan’s national policy on carbon market trading and United
Nations Framework Convention on Climate Change (UNFCCC) Article 6 guidelines.

The attached document titled "Equity and Inclusion Strategy for Equitable Benefit-Sharing in
Carbon Markets" outlines proposals to enhance inclusivity, transparency, and community
participation in carbon market activities. Key recommendations include:

« " Clear identification and eligibility criteria for beneficiaries;

« Transparent, consultative, and participatory project development processes;

Building capacity and ensuring linguistic accessibility for impacted communities;
Integration of World Bank Environmental and Social Safeguards;

Establishment of a Feedback and Grievance Redressal Mechanism (FGRM);

Adaptive benefit-sharing arrangements separate from other financial flows;

» Mandatory benefit-sharing plans, annual social audits, and public disclosure requirements.

TI Pakistan hopes that these recommendations will contribute and support the Government of
Sindh in establishing a transparent and accountable framework for carbon market activities,
strengthening climate governance in the province and ensuring that carbon market initiatives
deliver equitable and sustainable benefits to the local communities across the province.

Transparency International Pakistan requests the Chief Minister to issue directives for the
implementation of the recommendations to foster a robust and transparent carbon markets in the
province.
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TTI Pakistan Recommendations on Equitable Benefit-Sharing Mechanisms as Part of
Sindh’s Carbon Market Activity Rules

Context

In August 2025, the Government of Sindh announced its intention to leverage global climate finance and
operationalize carbon market initiatives under the Environment, Climate Change and Coastal Development
Department. This initiative represents a major advancement in Sindh’s climate governance architecture,
reflecting a shift towards adoption of market-based mechanisms for emissions reduction and climate
resilience, in in line with Pakistan’s national policy on carbon market trading and United Nations
Framework Convention on Climate Change (UNFCCC) Article 6 guidelines.

Carbon markets function by assigning a monetary value to emissions reductions, thereby creating economic
incentives for actors to invest in mitigation activities. Within the context of Sindh’s climate policy, carbon
trading is positioned as a complementary instrument to support the delivery of the province’s contributions
towards Pakistan’s Nationally Determined Contributions (NDCs) 2021, as submitted under the Paris
Agreement.

The Sindh Government’s efforts are explicitly aligned with Article 6 of the Paris Agreement, which
provides the legal and institutional framework for voluntary international cooperation through carbon
markets. Specifically, Article 6.2 enables the use of Internationally Transferred Mitigation Outcomes
(ITMQO:s), allowing countries and subnational entities to exchange verified emissions reductions in purs#it
of their climate objectives. Article 6.4, in contrast, establishes a centralized mechanism under the auspices
of the United Nations Framework Convention on Climate Change (UNFCCC), designed to enhance
environmental integrity, promote sustainable development, and ensure robust accounting and transparency
procedures.

Through the adoption of these aligned policy frameworks, Sindh seeks to operationalize its engagement
with international carbon markets in a manner that is both environmentally sound and economically viable.
The provincial initiative also lays the groundwork for integrating social safeguards and equity
considerations into carbon market governance, thereby ensuring alignment with both global best practices
and Sindh’s development priorities.

Ensuring equitable benefit-sharing and their management is a key pillar of the carbon markets ecosystem.
This draft strategy will be making recommendations to the Sindh Climate Change Department on how these
mechanisms can be integrated within upcoming provincial policy documents, in particular rules on carbon
market activities in Sindh.

Within the provincial guidelines and the rules, equitable benefit sharing is recognized as an objective of the
carbon markets. It is also recognized as an outcome, with the Sindh Government (also serving as the
Designated Provincial Authority for the carbon markets) responsible for being the primary proponent of
equitable benefit sharing arrangements. Given its importance, the mechanism remains notably
underrepresented in the existing provincial frameworks.

Key Definitions:
These terms may not have uniform definitions, but a clear understanding of their context and intent is
crucial before moving towards implementation. It is, however, pertinent to note that the Forest Carbon



Partnership Facility' worked on definitions of benefit-sharing terminologies, which were later endorsed
and published by the Integrity Council for the Voluntary Carbon Markets?.

» Benefit: Commonly regarded as the revenues from the sale of carbon credits. These revenues may
then partially be redistributed to local stakeholders or project implementers. The form of such
redistribution may include monetary and non-monetary benefits.

e Benefit Sharing: The sharing of Monetary and Non-Monetary Benefits with mitigation activity’s
Partners.

« Benefit Sharing Arrangements: Describes the processes for the distribution of Monetary and Non-
Monetary Benefits to Beneficiaries, including the types and proportions of benefits to be shared
and the Mechanism by which such benefits will be distributed.

Importance of Equitable Benefit Sharing:

Financial gains from carbon offset projects are usually shared between stakeholders, largely for emissions
reduction. The scope of benefit-sharing includes the distribution of social, economic, and environmental
benefits to local communities and other stakeholders who are directly or indirectly impacted by these
projects.

Local communities in Sindh can benefit from carbon market initiatives in multiple ways, including the
creation of livelihood opportunities, improved public health and education outcomes, ecosystem and
biodiversity conservation, and strengthened local infrastructure. Ensuring these benefits reach affected
communities is essential, not only from an equity perspective, but also to foster long-term trust and
cooperation between project developers and local populations. Moreover, inclusive and equitable benefit-
sharing mechanisms contribute to the overall success and credibility of carbon market projects. They help
align climate action with sustainable development goals by ensuring that no group is left behind in the
transition to a low-carbon economy.

Recommendations for Integrating Equitable Benefit Sharing in Sindh’s Carbon Market Activities:

¢ Identification of beneficiaries and devising relevant eligibility criteria: The
beneficiaries/IPLCs should be identified through an impact-focused approach, based on the state
of their vulnerability, prioritizing resident communities of Protected Areas, OECMs, KBAs, and
eco-regions in Sindh. Similarly, it is also important that zoning for projects is done, where projects
are implemented in geographical proximity of the emissions, to ensure that the offsetting process
is effective. The eligibility criteria for identifying beneficiaries should be clearly Jefined,
transparently communicated, and consistently applied. These criteria may be based on factors such
as socio-economic & climate vulnerability, financial need, and the relevance or contribution of
specific community groups to the project area.

* Ensuring a consultative, transparent and participatory process: The entire process of
developing carbon market projects in Sindh should be consultative, transparent, and participatory,
with the local communities being integrated at early stages. It should reflect inputs from relevant
stakeholders, including the IPLCs and affected communities, particularly vulnerable groups such
as women, children, and youth. To ensure transparency, monitoring and progress reports on the
projects must be mandated and submitted.

» Linguistic accessibility and building capacity: The benefit sharing arrangements must not just
be developed in consuitation with the potential beneficiaries but also disclosed and available to
them in the form and language understandable to them. The capacity of the IPLCs in Sindh must

! A global partnership of diverse stakeholders focused on activities commonly referred to as the REDD+, with
membership spanning over 47 countries and a benefits portfolio of USD 1.3 billion.

2 A non-profit, independent gavernance body that aims to set and maintain a global standard for high integrity in
the voluntary carbon market.



also be built to equip them with knowledge and skills to understand and meaningfully participate
in the carbon markets. This will ensure inclusion and increase transparency.

» Integration of World Bank’s Environmental and Social Safeguards: The safeguards must be at
the centre of the projects, in addition to the UNFCCC guidance related to REDD+. There must be
proper information and disclosures in line with the safeguards.
https://www.worldbank.org/en/projects-operations/environmental-and-social-framework

Feedback and Grievance Redressal Mechanism (FGRM): Having an appropriate FGRM will
allow the Designated Provincial Authority to identify and better understand the impacts of the
carbon market projects. FGRMs act as recourse for situations in which, despite proactive
stakeholder engagement, some stakeholders have a concern about a project’s potential impacts on
them. This will also ensure inclusion of diverse voices and build trust between different
stakeholders.

e Adaptive benefit sharing and separation:
As the process should be participatory and consultative, the benefit sharing should also be adaptive
and should be updated at regular intervals. There should also be a clear separation from the
payments for results, such as payments for ecosystem services and the upcoming Loss & Damage
payments, This entails that benefit sharing should not be a substitute, but rather a complement, to
other payments, as above.

» Design benefit sharing plan and social audit of benefit sharing claims: The carbon market
activities rules for Sindh must mandate that all carbon offset projects submit their benefit sharing
plan to the Designated Provincial Authority. It is important that all benefit sharing claims must also
undergo yearly review/verification by the Authority.

* Public Disclosure and compliance: To promote trust, accountability, and informed stakeholder
engagement, it is recommended that Sindh’s carbon market framework mandate public disclosure
of benefit-sharing arrangements. This may include transparent reporting on the total finances
allocated for benefit-sharing, the amounts distributed to each stakeholder group across geographic
areas, the methodology, and the full range of non-monetary benefits provided. Open access to this
information will strengthen stakeholder confidence, ensure equitable outcomes, and improve the
credibility of carbon market projects. This would also ensure alignment with international standards
like Verra, REDD+, and the Gold Standard which promote public availability of information =n
benefit-sharing®.

3 world Bank, Forest Carbon Partnership Facility (FCPF). Benefit Sharing in Results-Based Finance: Good Practice
Guidance and Lessons Learned for Benefit-Sharing Plan Development, 2020



Profit

Climate Change August 8, 2025

Sindh to leverage global climate finance for generating carbon credits
through eco-friendly projects

Environment, Climate Change, and Coastal Development Department designated as lead authority to
access international climate finance, generate carbon credits, and support projects aimed at reducing
emissions

By News Desk

In a bid towards promoting sustainable development and combating climate change, the Sindh cabinet
has designated the Environment, Climate Change, and Coastal Development Department as the lead
authority for carbon market and carbon financing initiatives.

The decision aligns with Pakistan’s national policy on carbon market trading and the United Nations
Framework Convention on Climate Change (UNFCCC) Article 6 guidelines.

This strategic move enables Sindh to tap into global climate finance mechanisms, allowing the province
to generate carbon credits through eco-friendly projects such as afforestation, pollution control, and the
implementation of cleaner technologies. These carbon credits can be sold to organizations looking to
offset their carbon emissions.



Annex-A

As the focal point for managing and monitoring carbon financing efforts, the Environment Department
will ensure that the province’s initiatives meet international standards for transparency and compliance.
Secretary of the Environment Zubair Channa praised the cabinet’s decision, calling it a transformative
move towards achieving green economic growth. He emphasized that carbon financing will not only
advance Sindh’s environmental objectives but also attract investment, create jobs, and provide socio-
economic benefits to local communities.

Channa also highlighted the importance of strengthening international partnerships to ensure the long-
term success of these programs and to foster sustainable development in Sindh.



