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Key Elements of Cap and Trade

 A limit or cap on emissions of 
pollutant(s) is set and this cap 
decreases over time

 Authorities provide an allowance for 
every unit of emissions generated by 
a facility

 Allowances can be traded amongst 
market participants (price set by 
market)

 Emissions are measured and 
penalties applied if targets missed

Image from https://www.solidarity-us.org
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Cap and Trade in Ontario

 Announced in 2015, Ontario will establish a cap and trade 
system that links to Quebec and California systems

 Proposed start date January 1st 2017 

 Part of broader provincial Climate Change Strategy

Source: Government of Ontario
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 April 2015  Wynne Government announced plans for a cap and trade systemA few months later, the Premier announced that Ontario would link its system to the existing systems in Quebec and California, which will serve to expand North America’s largest carbon market under the Western Climate Initiative.The government has stated a number of benefits of linking to the other markets, such as access to a bigger pool of low cost reductions, increased market liquidity, and standardized reporting procedures.Cap and trade will form one part of the province’s broader Climate Change strategy and it will be the central tool for achieving the its 2020 GHG reductions target. Though pricing carbon is a cornerstone of the strategy, it includes a range of initiatives from green infrastructure to investments in clean energy technologies. The government plans to release a detailed five year action plan later this year with specific commitments in order to meet its 2020 GHG reduction target (15% below 1990 levels by 2020).Jan 2017 is the expected start date for the system  first auctioning of allowances in March  Working backwards, expect draft regs to be pre-published early March 2016, which will trigger a 90-day consultation period.Through the ORBA team, I know your sector has been involved in the consultative process and there will still be time to weigh in on key design features, which is why this research is so important.



Potential Impacts for ORBA Members

 ORBA members will not be directly subject to either the 
reporting threshold (10,000 t/C02e) or the emissions cap 
(25,000 t/C02e)

 Indirect impacts are expected through estimated increases in 
costs of: 
 Fuels (gasoline, diesel, and natural gas)

 Costs of materials

 Design of the system can help alleviate some impacts
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Direct Impacts

 Thresholds: 25,000 t/C02e (cap) and 10,000t/C02e (report emissions) at the 
facility level

 Hot mix asphalt plants are the most GHG intensive components of road 
building operations

 Even the largest facilities would not trigger the 10,000 t/C02e threshold
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Indirect Impacts

 Expected increases in cost of gasoline, diesel, and natural gas (no expected 
impact on price of electricity)

 Difficult to get accurate estimate of price increases 

 Impact will reflect size of operations (estimates below are typical for 
companies operating <10 HMA plants)
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Opportunities

 Greenhouse Gas Reduction Account  broad criteria for 
applying for funds from the account

 Offsets  separate regulatory proposal will be released later in 
2016

 GHG reduction initiatives (e.g. energy/fuel efficiency 
technologies) are further incentivized when the system comes 
into place and carbon has a price
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Question and Answer

Thank you for your attention!

Contact Information:

Jeffrey Phillips – Managing Director, Dawson Strategic
E-mail: jphillips@dawsonstrat.com Phone: 416-875-2031

René Drolet – Principal, René Drolet Consulting Services 
E-mail: rene@droletconsulting.com Phone: 613-266-8074
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