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Topics to Cover



• The Cap-and-Trade Program is a key element of California’s strategy to reduce 
greenhouse gas (GHG) emissions.

• Created by AB 32, requires a return of GHG emissions to below 1990 levels.

• Cap-and-trade is a market-based emissions trading system that:
• Establishes a declining cap on emissions over time. 
• Distributes tradeable (buy or sell) allowances (commodity) under the cap.

• Market-based approach to lessen the financial burden of decarbonization.
• Protect rate payers. 

Background and History



• Market began operation in 2012 and continues until 2030.
• City will cease to receive allowances after 2030.
• Auction proceeds are a temporary revenue stream. 

• Applies to all utilities in California as defined by 17 CCR § 95892.

• Cap-and-trade allowances are granted annually by CARB:
• Must be used in compliance with statutory regulations.
• Are not a direct cost to rate payers.
• Intended to lessen costs to rate payers for GHG reduction initiatives.

More Background and History



• An allowance is a commodity that is bought and sold in the market.
• Each allowance is equivalent to one metric ton of carbon dioxide emissions.
• Each year CARB allots fewer allowances, known as a declining cap.
• This establishes a price for carbon emissions in the economy as a measure of 

meeting the climate change challenge.
• Overarching goal is to use proceeds to fund a range of GHG reduction strategies 

with a market-based approach.
• Each auction the floor price increases making an allowance more expensive.

What is an Allowance?



• Development/operation of renewable energy projects.
• Purchase of energy from renewable sources.
• Energy Efficiency: rebates, retrofits, demand response, EV Infrastructure.
• Fuel switching (including electrification of transportation).
• Projects to reduce sulfur hexafluoride (SF6) in the system.
• Projects to support integration of renewable resources.
• System upgrades to support renewable energy.
• Other projects with demonstrable reduction in GHG emissions.
• Non-volumetric rebate to customers.

How can Proceeds be Used? 



• Roseville 
• Renewable energy purchases 
• AMI
• LED Streetlights

• Redding
• Energy efficiency
• Fuel switching
• Building electrification

• Santa Clara
• Renewable energy purchases 
• SF6 mitigation
• Fuel switching

• Alameda
• Renewable energy purchases
• SF6 mitigation 
• Electrification

What are other Agencies doing?



• Port of Oakland 
• Renewable energy purchases
• Banking funds for future uses

• Shasta Lake
• Energy efficiency
• LED lighting retrofit
• EV infrastructure

• Biggs
• Renewable energy development
• Fuel switching
• EV infrastructure

• Lodi
• Renewable energy purchases
• SF6 mitigation 
• EV infrastructure

What are other Agencies doing (continued)?



Current Restricted Fund Balance ~ $4M (as of June 30, 2023)

Staff recommended uses:
• Upgrade metering assets to advanced metering infrastructure.
• Purchase renewable energy.
• SF6 Mitigation.
• Electrification of transportation.
• Electrification of homes.
• Invest in energy efficiency.
• Pursue grant opportunities where matching funds are required.
• Bank funds for future uses related to GHG reduction initiatives.



Questions?
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