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What is cap & trade?



Elements of a cap & trade program

• Scope

– Point of regulation

• Emissions cap

• Allowance distribution

– Revenue

• Cost containment

– Offsets
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Covered
(83%)

Not Covered 
(17%)

Transportation

33%

Electricity

30%
Natural Gas 

9%

Large industrial 

processes

7%

Other fossil fuels

3%

Small users of fossil fuels 

5%

Waste

2%

Other 

2% Agriculture

9%

Emissions covered by cap
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Allowance distribution methods

• Auction

• Free

• Consignment (hybrid)
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Approx. revenue in 2021

($millions)
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$280

$410

VERY rough 

estimate of 

potential revenue 

generated by 

auction of 

allowances

Transportation
fuels

Other emission 
sources



Cost containment

• Banking

• Linkage

• Price floor

• Price ceiling

• Offsets
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Ag impacts: historic (1971-2000) vs future high emissions 
(2050s) 



Source: NW Climate Toolbox

ag, transportation, social impacts



from Hoodoo web cam 
 February 23, 2015



Source: NW Climate Toolbox





Source: NW Climate Toolbox



Source: Climate Central
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How	do	offsets	work?		
	

Agriculture,	Forest,	Fisheries,	Rural	
Communi;es,	and	Tribes	Work	Group		

	
Sean	Penrith	

Execu;ve	Director	
The	Climate	Trust	

9/21/17	

INVEST	WITH	PURPOSE	







INVEST	WITH	PURPOSE	



How	are	they	created?	 Use	exis;ng	protocol	to	issue	compliant	
credits	for	a	cap	and	trade	program	

Registry	Offset	
Credits	(ROCS)	

ARB	Offset	
Credits	

(ARBOCS)	

California	
Compliance	

Offsets	(CCO8s)	

California	
Compliance	

Offsets	(CCO3s)	

3rd	Party	
Verifier	

INVEST	WITH	PURPOSE	





UBlizaBon	Rate	

INVEST	WITH	PURPOSE	

•  CA AB398: Reduces offset usage limit from 8% to 4% (2021-2025) and then 6% (2026-2030)!

•  Requires that 50% of offsets used must offer environmental benefit to the state!

•  Establishes a Compliance Offsets Protocol Task Force!

•  Quebec has included an 8% usage limit!

•  Ontario has also included an 8% limit!



Offsets	issued	

INVEST	WITH	PURPOSE	



The	Challenge	
•  “…..offsets were primarily linked to projects outside of 

California, and large emitters of GHGs were more likely to use 
offset credits to meet their obligations under cap-and-trade.”!

•  Note, for a covered entity in California, offsets are a substitute 
for allowances. Without offsets, emitters would purchase more 
allowances until the price of allowances exceeds the cost of 
direct emission reductions as per the design intent of a cap 
and trade program. !

•  The allowance price drives the decision about whether to 
reduce emissions at the source.!

INVEST	WITH	PURPOSE	



Allowance	Secondary	Market	AcBvity	



Offset	project	economic	development	opportuni;es	
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