
 First-Year Report: Market Strong for Cap and Trade in California  

Program Thriving While Economy Continues to Rebound 
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Environmental Defense Fund (EDF) released an in-depth assessment of the first year of California’s historic cap-

and-trade program for greenhouse gas pollution, showing the carbon market is well-constructed and strong while 

the state’s economy continues to improve. The cap-and-trade program was designed as an insurance policy to 

ensure that AB 32 meets its goal to achieve 1990 emissions by 2020. Cap and trade is estimated to achieve 23% of 

the emissions reductions under AB 32.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

First-year conclusions from California’s cap-and-trade program include: 

 Five successful cap-and-trade auctions have been held amidst a recovering California economy. This is 
evidence of a well-constructed, strong, and adaptive policy that is here to stay. 

 Strong participation indicates that businesses are taking the program seriously and planning for a low-
carbon future.  142 companies have registered for at least one of the quarterly auctions, with representation 
from all regulated sectors.  

 Wise investment of auction proceeds (see graph below) is a key opportunity to advance the California 
Global Warming Solutions Act’s (AB 32) carbon pollution reduction goals. 

 Market experts interviewed have given overwhelmingly positive views of the first-year performance of 
California’s cap-and-trade program and have all expressed the need for post-2020 emission targets to be set 
sooner rather than later to provide the market with regulatory certainty. 

 In a historic achievement that proves California’s program is triggering global action, Quebec is the first 
jurisdiction to link its program with California’s program as of January 1, 2014.  Other jurisdictions in the 
process of implementing their own GHG pollution reduction policies, like Mexico and China, are looking to 
collaborate with California and follow its example.  

 Results from 2013 carbon auctions suggests that reducing emissions under the cap will be less costly than 
some predicted. The fact that the minimum auction price for each allowance increases over time according to 
the regulation incentivizes facilities to make energy efficiency improvements now. 
 

Future expectations:  
Important upcoming events include the consideration of regulation amendments by CARB in the spring of 2014; 

the first surrendering of carbon allowances by regulated entities in November 2014; the addition of 

transportation fuels to the cap in 2015; and continuing discussions of post-2020 targets. 

“The auction results 

have been one of the 

most positive takeaways 

from this year in the 

sense that the auctions 

have gone well, they 

have been well 

subscribed, they have 

cleared at very 

reasonable prices, and 

they have indicated a 

healthy interest in the 

market…” – Emilie 

Mazzacurati, Industry 

Consultant, Four 

Twenty Seven 

Quarterly auction proceeds, 2012-2013  

http://www.arb.ca.gov/cc/ab32/ab32.htm

