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Market-Based Mechanisms (MBMs):  
Core Concepts 

The Cap (example): 
Each polluter must 

cut pollution by half 

Uh-Oh! What if 
one polluter can’t 
cut enough?  10 

10 

5 allowances 

5 allowances 

7 

5 

Total emissions: 20 Allowance units: 10  Total emissions: 12 

Before the Cap 
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MBM Core Concepts: The Trade 
and another innovates and cuts its 

emissions below its cap… 

The innovator can 
transfer surplus 
allowance units… 

If one can’t cut enough…  

7 

5 

Total emissions: 12 

1 
2 allowances 

Total Emissions: 8    

…which the other can use to 
“offset” emissions above its cap… 

…so both comply! 
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MBM Core Concept: Offsetting 
To meet the cap… 

5 

5 

Total: 10 

Industry cap= 10 
(example) 

5 6 

8 

Total: 14 Total:  8 (net) 

…Offset emissions growth using 
• Allowance units 
• offset credits from projects 

that cut emissions below what 
would have otherwise occurred 

• reduce emissions from 
deforestation (REDD+) 

-2 

-2 

-2 
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C O M P L I A N C E  M A R K E T S  V O L U N TA R Y  M A R K E T  

OTC 

Exchange 

traded 
Eg. CTX 

OFFSET CREDITS  

Validated offsetting 
projects 

Eg. Gold standard, VCS, ISO-

14064 

Exchange 

traded 
Eg. (SPOT),  

ICE (DER)  

OTC 
Eg. 

CPEQ 

ALLOWANCES 
Emissions trading 

schemes 
Eg. EUA, AAU, CAA 

Exchange 

traded Auction 
OTC 

Eg. 

CPEQ 

OFFSET CREDITS 
Approved offset crediting 

systems 
Eg. CDM, JI, CA offsets 

E m i s s i o n s  U n i t  B u y e r  
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CPEQ Environmental Markets Trading Platform 
• During the conference, the presentation will be 

online and cover the following: 
– Why a CPEQ Platform (EMTP)? 

– What products are traded on EMTP? 

– Who can post an Invitation to trade? 

– How do I get a User ID? 

– Is EMTP just for Quebec participants? 

– Is the process anonymous? 

– What are the fees to use EMTP? 

– Are requests to buy or Sell on EMTP binding?  

– Is the Platform regulated? 
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A real transaction 

(Volunteers, please!) 
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Buyer Seller 
CA1114-1119  

Broker (Account 
Holder) 

[XLS]2013 Compliance Report - Air Resources Board    
 

$36 

http://www.arb.ca.gov/cc/capandtrade/2013compliancereport.xlsx
http://www.arb.ca.gov/cc/capandtrade/2013compliancereport.xlsx
http://www.arb.ca.gov/cc/capandtrade/2013compliancereport.xlsx
http://www.arb.ca.gov/cc/capandtrade/2013compliancereport.xlsx
http://www.arb.ca.gov/cc/capandtrade/2013compliancereport.xlsx
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCPqB-O_J2scCFcQ7Pgod82kL9w&url=http://www.clker.com/clipart-43438.html&psig=AFQjCNHBY3qS6eDzJwDEoXC8q6UEUnUFQw&ust=1441359779240089
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The emissions 
units Annie 

purchased have 
been retired!  
(Cleaner air)  

For more information: 
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf   

http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter5.pdf
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