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SMOOTH SAILING FOR
CALIFORNIA CAP-AND-TRADE
The launch of the California carbon market was watched with much scrutiny worldwide and in
the United States. California is the 12th largest economy in the world, and its cap-and-trade
program, with a cap over 400 million metric tonnes (Mt) in 2015, is the second largest compliance program in the world. California leaders are committed to setting an example for the
nation and for the world of a tightly-run, ambitious emission trading program that would blaze
the trail for other states and countries to follow. Given the state of disarray of the EU ETS and
the Clean Development Mechanism (CDM), both vastly oversupplied, and the slow progress of
climate policy at a U.S Federal level, the bar was high for California’s new program. Almost a
year after the launch, how is California doing?
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LOOKING TO THE FUTURE OF CARBON MARKETS

mean all offset transactions take place

FIGURE 1. PRICES FOR CALIFORNIA’S DEC-13 V13 CONTRACT. SOURCE: INTERCONTINENTAL EXCHANGE (ICE)
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The other main holdup for the offset
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ARB finally issued the first credits eligible for compliance in the California capand-trade program in late September:
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Prices
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Legal challenges mostly
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A year ago, the future of the California
cap-and-trade program was mired with
legal challenges and a certain amount
of regulatory uncertainty, as the capand-trade regulation was due for multiple rounds of amendments, the latest
of which is still ongoing. Yet over the
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