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CARBON MARKET 
DEVELOPMENTS

China’s National Development and 

Reform Commission released the 

first allowance allocation benchmark 

scenarios in mid-May, for the power, 

cement and aluminium sectors. The 

scenarios remain under discussion at the 

NDRC, which will regulate the country’s 

national emissions trading system (ETS). 

The national emissions registry is expected 

to be finalised by the end of May, as 

China gears up for the launch of its 

national ETS later this year.

US President Donald Trump issued 

an executive order at the end of 

March, calling for several Obama-era 

environmental regulations to be rolled 

back, including the Clean Power Plan. 

It remains to be seen how the 

Environmental Protection Agency will 

implement the order, which is expected to 

take several years. The White House has 

also continued to delay on making 

a decision regarding US involvement 

in the Paris Agreement at the time of 

going to press (see page 6 for a look at 

the legal options for this).

The first allowance auction for Ontario’s 

ETS was held in late March, selling all 

25.3 million current vintage allowances at 

C$18.08. The government also sold 

0.8 million future vintage allowances at 

$18.07. The second auction for the 

system, which came into force 1 January, 

will be held on 6 June.

California Senate Environmental Quality 

Committee Chairman Bob Wieckowski has 

updated a proposal for the California 

ETS post-2020, first unveiled in February. 

The amended bill, SB 775, would 

effectively see the current system end 

in 2020 and a new one commence in 

2021, with dramatic design changes. It 

also proposes to eliminate bankability 

between years, ban the use of offsets 

under the new system, introduce annual 

compliance periods, impose border carbon 

adjustments on products “with a material 

price difference”, prohibit the use of 

allowances from jurisdictions that are not 

linked with the new system, and remove 

free allowances to address competitiveness 

and move to 100% auctioning. The bill 

is with the Senate Environmental Quality 

committee.

Meanwhile, at the start of April, the 

California Court of Appeals ruled that 

the auction of allowances for the state’s 

cap-and-trade programme does not 

constitute a tax, upholding an earlier 

court ruling. The ruling found a number 

of distinctions between emissions trading 

and taxation, in line with an amicus brief 

IETA had filed in the case brought by the 

California Chamber of Commerce. The 

Pacific Legal Foundation, which had filed 

a similar case against the California Air 

Resources Board, plans to appeal to the 

state’s Supreme Court.

Talks between the European Commission, 

European Council and European 

Parliament over reforms to the EU ETS 

began in April (see page 10 for a first-

hand account of the meeting, by Ian 

Duncan MEP). On the table is a doubling 

of the rate at which the Market Stability 

Reserve removes excess allowances from 

the marketplace and increased protection 

for European industries to maintain their 

international competitiveness. 

Verified emissions data for 2016 for the 

EU ETS show that a total of 1.7 billion 

tonnes of CO2 equivalent were emitted 

last year by stationary sources covered 

by the system, down from 1.8 billion 

in 2015. This was against a total free 

allocation of allowances equivalent to 788.4 

million tCO2e, according to data from the 

European Environment Agency. Meanwhile, 

a total of 422.4 million offset credits have 

been exchanged for EUAs since 2014, the 

European Commission reported at the start 

of May.

The Green Climate Fund nods towards 

funding forest protection to support Paris 

targets, and held a workshop in Bali at 

the end of April set the scene for the fund 

to preparing Request for Proposals on 

REDD+ results-based payments to support 

developing countries.

In April, Carbon Trade Exchange (CTX) 

announced it was partnering with 

the UNFCCC to allow the voluntary 

cancellation of CERs, as part of the UN’s 

Climate Neutral Now initiative which 

was launched in the run-up to the Paris 

climate talks in 2015. The initiative, 

of which ICROA is a partner, aims to 

raise public awareness of offsetting and 

encourages organisations to measure, 

report, reduce and offset their emissions. 

On the CTX platform, buyers can search 

for CERs by country, project type, vintage, 

price and volume. They can also review 

project documentation, such as reduction 

verification reports, and purchase credits 

in real time.

A public consultation into the future 

of Australia’s climate policies closed at 

the start of May, having been open since 

the end of March. The consultation was 

looking at the effectiveness of the country’s 

policies, particularly in light of its Paris 

Agreement and 2030 commitments. It was 

also looking at the role for international 

credits after 2020, while clarifying that 

if their use is permitted, it will be in 

accordance with the rules of article 6 of 

the Paris Agreement. 

At its April board meeting, the Green 

Climate Fund approved funding for a 

further eight projects, bringing the total 

number of projects it is supporting to 

43. The $755 million has been awarded 

primarily to renewable energy projects, with 

agricultural and water conservation projects 

rounding out the selection. In total, the 

fund has granted $2.2 billion to projects 

and programmes in developing countries 

around the world. 

The New Zealand government is exploring 

carbon market partnerships with China 

and South Korea. The discussions with 

China are part of a joint climate change 

plan between the two countries, with phase 

one focusing on a sharing of technical 

information and expertise on emissions 

trading and on reducing agricultural 

emissions. The Wellington-based 

environment ministry is also partnering 

with South Korea to develop carbon 

markets in the Asia-Pacific region. 


