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Outline

Carbon pricing and the Western Climate Initiative
Emissions and caps in California and Quebec
What to expect in the next 10 years?
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Western Climate Initative (WCI)

U.S. Partner jurisdictions comprise 19% of the total U.S. population and 20% of the U.5.GDP
Canadian Partner jurisdictions comprise 79% of the total Canadian population and 76% of the Canadian GDP.
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Created in 2007

Initial members:
Arizona, California,
New Mexico, Oregon,
and Washington

Initial goal: 15% below
2005 emission levels by
2020

Many partners and
observers have been
included, at one point
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California (USA)

Program initiated: 2012
Linkage: Quebec (2014)

Primary Language =] English

Time Zone @ Pacific

Area Size S 163,696 square miles / 423,970 km?

Gross Domestic Product (GDP) in 2018 lfl USD 2,968 billion / CAD 3,846 billion

Population (Millions) in 2020  j4j# 3994

Overall GHG emissions in 2017 excluding LULUCF' o' 4240 MtCOe, see inventory & trends

Overall GHG emissions in 2017 by sector (MtCO2¢) g Transportation 41%

incustry - KT 23%
Electricity & Heat [ IEZX 16%

Buildings ENM 12%
Agriculture, Forestry & Waste m 89,

0 100 200
GHG? Reduction Targets @* - By 2020: Return to 1990 level

- By 2030: 40% below 1990 level
By 2050: 80% below 1990 level (By 2045: carbon neutrality)

n _ ~ 20 % Not
“ 334.2 MtCO:e Covered ~80 % (2017) Covered

GHG Cap (2020) & Overall Emissions Coverage

10.6 t per capita

WCI (2020) US: 16.6
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Québec (CAN)

Program initiated: 2013
Linkage: California (2014)

French

Eastern
643,907 square miles / 1,667,712 km?

U

8.

SD 338 billion / CAD 439 billion
55

78.7 MtCOse, see inventory & trends
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0 20
By 2020: 20% below 1990 level
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9.2 t per capita
Canada: 19.7 s
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California and Quebec Emissions, 2000-2018 o
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CA+QC Emissions and Cap until 2030
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Cap (2015-2030)
-14 Mt each year:
-3.1% in 2016

and -5.6% in 2030

History
2000-2018
-0,5%/yr in CA
-0,1% in QC

Offsets:
8% until 2020
4% 2021-2025

6% 2026-2030
(Max 369 Mt)

8



HEC MONTREAL

Key question

When will scarcity hit the market?
(Will it Make it to 20307)

When will the box be too small?




2030 Allowances Price and GHG Emissions

Forecast for WCI Carbon Market

January 2020, 57 Pages, €6,450
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CALIFORNIA Cl| Trading & Auctions LCFS  InSight ‘Webinars Offsets MNews Hub  Forecasts & Data N D in Memberships
2\ CARBON.info —

2030 WCI Emissions and Price Forecast | Analyst Note

We have modelled 3 scenarios in this note: (a) Likely Scenario, (b) Slow-economy scenario and (c) Heroic Climate Action scenario. The scenarios
are built around potential linkages between different key variables. The scenarios take into account the interplay between policies, technologies,
economic progress, and other carbon interventions in California and...

This content is for registered members only.| Login |to view this content or | Register here

_£) 8 JinJEJ

Related Posts:

1. Updated 2030 Allowance Price and GHG Emissions Forecast for WCI Carbon Market
2. Updated 2030 Allowances Price and GHG Emissions Forecast for WCI Carbon Market
2. Analyst note: Early action CCO issuance forecast

4. Analyst Note: Long Term Offset Issuance Forecast

Membership: starting at US$1,200/year
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Results for the 25 flrst California- Quebec auctiori
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~t

Floor price

Impact on gasoline:
10-15¢/gallon
(2-4¢ per litre)
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Joint CA+QC Carbon Budget: 2013-2030

Government created
allowances:
6 034 Mt
Maximum offsets:
369 Mt

Total: 6 403 Mt

Allowances in Entity
2013-2018 emissions Allowances surrendered Accounts

from CA+QC official inventories: 1605 1349
3087 Mt

Max Possible :
Allowances to be Allocated Reserve New Offsets surrend | in Ent.
2 807 273 272

CARB (2020) 12
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1400 Offsets surrendered
[ 1337 | o
B Allowances surrendered % offsets
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1200 +191 — Cap CP1  CP2
4% 5.9%
1000
953
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600 compliance
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CP1 CP2 200 +8
CA 33% 76%
QC 23% 74% 0 . .
3-year compliance periods
Compliance Compliance Compliance Compliance Compliance Compliance
period 1 period 2 period 3 period 4 period 5 period 6
CARB (2020) 2013-14 2015-17 2018-20 2021-23 2024-26 2027-30 13
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CA+QC Emissions scenarios until 2030  clioseme
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Floor and Ceiling Prices = MONTREAL
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Discussion

* The WCI was over-allocated initially... but not anymore

e Banked and still available allowances should take us to 2023... but
we’ll only realize on Nov. 15t 2027 that we’re short.

* Auctions should heat up in 2027 (ceiling price at $95)
e Everything depends, of course, on actual emission reductions.
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Conclusion

 The WCI has worked well so far.
* Nobody appears really concerned about the cap and prices.

 We should probably be, because emission reductions are not at the
level they should be.

e Covid-19 and the economic slowdown are of course helping. But is it
the right approach to reduce GHG emissions?
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Thank You

energie.hec.ca

Partners of the Chair in Energy Sector Management: I
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