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Cap and Trade Concept

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;

— Invest in clean technology
« At home
* Qverseas; 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 ances

6,000,000

5,000,000 -

4,000,000

3,000,000
2,000,000

92021000°T

1,000,000

-1,000,000

UK
Ukraine
Switzerl
Sweden
Spain
Slovenia
Slovakia
Russia
Romania
Portugal
Poland
Norway

Lux.
Lithuania
Lcstn
Latvia
Japan
Italy
Ireland
Iceland
Hungary
Greece
Germany
France
Finland
Estonia
Denmark
Czech
Croatia
Canada
Bulgaria
Belgium
Belarus
Austria
Australia

COPYRIGHT CEAG LTD



Consilience Energy .
Advisory Group Ltd C@G

Liz Bossley, CEAG Ltd,

311 East Block County Hall, Forum
Magnum Square, London SE1 7GN.
Tel: + 44 (0) 20 7928 1222/3111

Fax + 44 (0) 20 7401 9040
Mobile + 44 (0) 7901 555556
Email lizbossley@ceag.org

S COPYRIGHT CEAG LTD



