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Cap and Trade ConceptCap and Trade Concept

Central Authority sets a limit on permitted emissions level (‘cap’)• Central Authority sets a limit on permitted emissions level (‘cap’).
• Central Authority either sets the cap or allocates rights to emit 

(‘allowances’) below current or expected emissions levels.
• Allowances are either given for free or sold by auction. 
• Emitter can then:

– Cut production;Cut production;
– Invest in clean technology

• At home
Overseas; or• Overseas; or

– Buy in the market sufficient allowances to cover its shortfall of 
allocations versus cap.
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Estimated Surplus of Allow ances by Country 2008-2012 (CAP minus latest reported emissions)
Total 8 bn allow ancesTotal 8 bn allow ances

5,000,000

6,000,000

3,000,000

4,000,000

tC
O

2e

1,000,000

2,000,000

1,
00

0t

-1,000,000

0

A A B B B C C C D E F F G G H Ic Ir Ita Ja La Lc L L M N N N P P R R S S S S S U UAustralia
Austria
Belarus
Belgium
Bulgaria
C

anada
C

roatia
C

zech
D

enm
ark

Estonia
inland
rance

G
erm

any
G

reece
H

ungary
celand
reland
aly
apan
atvia
cstn
ithuania
ux.

M
onaco

N
L

N
Z

N
orw

ay
Poland
Portugal
R

om
ania

R
ussia

Slovakia
Slovenia
Spain
Sw

eden
Sw

itzerl
U

kraine
U

K

COPYRIGHT CEAG LTD4



Consilience Energy
Advisory Group Ltd

Liz Bossley CEAG LtdLiz Bossley, CEAG Ltd, 
311 East Block County Hall, Forum y
Magnum Square, London SE1 7GN. 
Tel: + 44 (0) 20 7928 1222/3111Tel: + 44 (0) 20 7928 1222/3111
Fax + 44 (0) 20 7401 9040( )
Mobile + 44 (0) 7901 555556
Email lizbossley@ceag.org
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