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Key Summary 
 

A.   Trading Report 
•   6,632,000 tons traded in a stable week for the CCA market 
•   New front contract, Jun 17, cleared on Friday at USD 14.05, USD 0.01 above the previous week’s close 
•   A net change of 4,764,000 observed on open interest creation 
•   OCA’s Dec 17 benchmark dropped to CAD 19.15 (US$14.23) 
 

B.   Price Expectations 
•   AB 378, moved to floor with much higher focus on air pollution reduction and inclusion of more type 

of air pollutants in cap and trade 
•   Recent fully subscribed auction resulted into quarterly surplus of over 16 million of allowances.  
•   Expected V17 ranges: $14.00- $14.10 (Front); $14.20- $14.28 (2017 Benchmark) 

 
C.   CCO Tracker 

•   5 million ARBOCs become live after a record-breaking issuance 
•   Wyoming IFM (ACR249) gains a seismic 4.4 million CCOs for project developers Encourage Capital 

and The Forestland Group 
•   New forestry projects come online as deadlines approach 

 
D.   Policy Tracker 

•   SB 775 - It would now no longer allow banking of allowances and use of offsets in the cap-and-trade 
program beyond 2020. It also prevents free allocation of allowances and thus incentivise industry to 
invest in cleaner technology. 
 

E.   Key Dates 
•   June 02 – ARB Public Working Meeting for evaluation of the carbon intensity of renewable fractions, 

quantifying and reporting the renewable fuel volumes, and monitoring and verification under the Low 
Carbon Fuel Standard. 

•   June 06 – Ontario cap-and-trade auction 2 for greenhouse gas allowances.  
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Section A. Trading Report  
 
Market holds shape as May auction sells out 
 
The California-Quebec carbon market saw its first fully subscribed auction this year 
as results of May’s auction were announced last week. The results of both current 
and advance auctions reflect a heightened sense of confidence in the program 
since the appeals court’s dismissal of business groups claims in April.  
 
The secondary market did not witness any dramatic post-auction blips in volume 
and the trends for CCA prices remained unchanged throughout the week. The 
May 17 contract for the current vintage held the previous week’s price tag of USD 
14.04 throughout the week. Switching to the current front on Friday, the Jun 17 
held a USD 0.01 premium to the previous month’s contract closing the week at 
USD 14.05. The Dec 17 benchmark rose ever so slightly, clearing on Friday at USD 
14.22. With the bulk of volume trading on the current vintage, this week saw a 
total of 6,632,000 tons change hands. The V2018 was the only other vintage to 
trade with 700,000 tons cross the exchange, an increase of 45,000 tons from the 
previous week. 
 
In terms of delivery, the current benchmark saw an increase in trade and was the 
dominant contributor in volume with 2,807,000 tons clearing. The new current 
front, Jun 17, saw 2,200,000 tons being traded while the Dec 18 contract saw 
1,300,000 tons. The previous front, May 17, before the front change, witnessed 
trade of 225,000 tons. Finally, the March 18 front also saw 100,000 tons traded. 
 
Open interest creation continued to see positive change with a net change of 
4,764,000 contracts from the week before. The Jun 17, Dec 17 and Dec 18 were 
the largest contributors with net changes of 1,640,000 tons, 1,584,000 tons and 
1,200,000 tons respectively.  
 
The Ontario market saw its prices decline to CAD 19.15 from the previous weekly 
close of CAD 19.25. However, an exchange rate favorable for the CAD resulted 
in the USD prices remaining constant and settling at USD 14.23 based on the daily 
exchange rate. The OCA current benchmark saw an increase in traded volumes 
with 570,000 tons traded.  

  

ICE Price Movements 
ICE CCA Wk Close Wk ∆ 
V17 Front 14.05 0.00 

V17 Dec 17 14.22 0.01 
V15 Dec 17 14.22 0.01 
V16 Dec 17 14.22 0.01 
V18 Dec 17 14.12 -0.05 
V19 Dec 17 14.04 -0.05 
V20Dec 17 14.04 -0.05 
V17 Jun 18 14.40 0.01 
V17 Dec 18 14.57 0.00 
V17 Dec 19 14.98 0.00 

V17 Dec 20 15.41 0.00 

OCAV17 Dec 
17 

14.23 
-0.01 

ICE Traded Volumes 

ICE CCA Delivery 
Vol. 

(‘000) 

 
V17 

May 17 225 

June 17 2,200 

Dec 17 2,807 

Mar  18 100 

Dec 18 600 

V18 Dec 18 700 

Total 6,632 

4-week average 9,059 

CCO Price Movements 

OTC Wk Close Wk∆ 
Golden ‘16 12.49 -0.01 

CCO-3 ‘16 11.11 -0.01 

CCO-8 ‘16 10.73 -0.02 
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Section B. Price Expectations
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The CCA market was bolstered by the news of a positive auction result 
last week after an extended period of losses. The entire 75.3 million 
current vintage allowances available got sold, at the auction settlement 
price of USD 13.80, USD 0.23 above the auction reserve price. The 
results were driven by a good showing from compliance entities who 
purchased 90.4% of available allowances and can be seen as a sign of a 
positive sentiment and an effective market correction mechanism. After 
six consecutive auctions being undersubscribed, the market witnessed 
its first quarterly shortage post the Feb 2017 auction but with a fully 
subscribed auction the market is back to being long. Currently the 
quarterly surplus stands as over 16 million. The fully subscribed auction 
may also be a sign that the compliance entities are relying on the auction 
to fulfill their compliance need rather than going to the secondary 
market as it demands a premium of over 40 cents since the last six 
weeks. 
 
The front-to-year-end implied funding rate has improved significantly to 
2.43% from the previous week’s close of 2.08%, as a shift on current 
front from May to June 2017 on 26th May reduced the time period for 
calculation of funding rate by a month. The year ahead funding rates 
(Dec 2017 to Dec 2018 delivery) declined marginally to 2.46% 
compared to the previous week’s level of 2.53%, reflecting higher 
confidence in the shorter term prospects of the program than the longer 
term by market proponents. 
 
Keeping in mind the recent fully subscribed auctions which results in a 
quarterly surplus in the market, an average subscription ratio of 0.75 in 
the next two auctions of 2017 will create a zero balance scenario. If the 
August 2017 auction gets fully subscribed, approximately 11 million 
additional state owned allowances will be offered in the last auction of 
2017 along with its designated budget. In this scenario a subscription 
ration of 0.43 will create a zero balance scenario for the second 
compliance period (2015-2017). However, since the covered entities 
need to surrender only 30% of their compliance obligation of 2016 in 
November 2017, they have enough instruments to meet their 2016 
obligation. But the requirement to surrender, 70% of obligations from 
the last two years and a 100% of 2017’s in November 2018, will put 
pressure on covered entities to purchase allowances from the next two 
auctions in 2017 including the historical vintages which remained unsold 
and will be offered till the August auction in 2018. 
 
Out of hundreds of California bills which either survived or perished in a 
two-day span this week as Assembly and Senate committees made 
rapid-fire decisions on legislation that has accumulated in the “suspense 
file” this session, Garcia’s AB 378 post-extension bill survived and will 
be moved to the floor.  This bill now has an increased focus on air 
pollutants and would prohibit the state board from allocating 
allowances as part of a market-based compliance mechanism to 
industrial facilities that do not meet the air pollutant emissions standards 
for criteria air pollutants and toxic air contaminants.
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Price Expectation:  

 

 

 
The total California Carbon Offset (CCO) count surpassed the 60 million mark this week as ARB 
announced a record-breaking 5 million ARBOCs on Wednesday’s issuances. Hauling an almighty 4.4 
million credits for its first reporting period, Encourage Capital and The Forestland Group’s Wyoming IFM 
(ACR249) has become one of the largest yielding projects in the history of California’s offset program. 
The project also provides a notable case study of how the state’s cap-and-trade program can enhance 
nationwide forest conservation efforts (link). 
 
A second reporting period for Green Assets’ Lukens Avoided Conversion Project (ACR265) reaped a 
further 165k forestry credits this week whilst ClimeCo’s ODS Destruction 18 and 19 (CAR1250) claimed 
226k ODS credits. Only five ODS projects have scored higher volume in a single ODS issuance than 
ClimeCo’s latest project. 
 

 
 ARB issuances May 23, 2017 
 

The remaining ARB issuances were accounted for by four lower scoring Livestock projects. 
 
With ARB’s seismic batch of issuances, the backlog of registry credits has curtailed to around 24 million. 
As the deadline for submitting documents for forestry projects listed under the previous protocol 
approaches, we can expect to see a flourish of further forestry projects come online. 

Section C. CCO Tracker 

Last issuance date: May 23, 2017 Issued CCO total: 62,645,733   

Next issuance date: June 14, 2017 Quebec offsets: 527,385   

Last ARB issuance total: 5,001,645 WCI offsets eligible for future compliance:    

CCO-0s: 8,044,012 24,883,002   

Expected V17 ranges: $14.00- $14.10 (Front); $14.20 - $14.28 (2017 Benchmark) 
Volumetric assumption: 2-5 million on V17 contracts; 5-7 million overall 
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The past month alone has seen 4 new IFM projects received inaugural registry credits. The Huron 
Mountain Club Forest Carbon Project (ACR210) in Michigan is the most noteworthy of the new projects, 
gaining over 1 million ROCs earlier this month. California’s Congaree River (ACR292) and Gualala River 
Forest (CAR1099) have been awarded a further 100k registry credits each whilst Green Diamond 
Resource Company Klamath IFM West (ACR274) now sits on around 77k ROCs. A third reporting period 
for Forest Carbon Partners’ Yurok Tribe IFM (CAR997) also gained 33k credits. 
 
With little movement on the CCA market, CCO prices have remained relatively constant over the past 
few weeks. At present the CCO-8 is trading at around USD 10.73 based on aggregated broker prices 
whilst the costlier CCO-3 holds a premium of around USD 0.38. 
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Section D. Policy Tracker 
 

Bill Author Brief Status Momentum 
Indicator 

SB 775 
State Senators 
Bob Wieckowski  
(D-Fremont) 

An act to amend Section 12894 
of, and to add Section 16428.87 to, the 
Government Code, and to Division 
25.5 of, the Health and Safety Code, 
relating to greenhouse gases, 
and declaring the urgency thereof, to 
take effect immediately. 

Amended in 
Senate on May 
1 

Negative 

AB 378 

Assembly 
Members 
Cristina Garcia, 
Holden, and 
Eduardo Garcia 

An act to amend Section 38562.5 of, 
and to add  Sections 38562.6 
and 38567 to, the Health and Safety 
Code, relating to  air pollution. 

Passed and to 
be re-referred 
to the 
Committee on 
[Appropriations] 

Neutral 

 
 

Section E. Key Dates 
 
 

Date Item Observations 

Jun 02 
ARB Public 
Working Meeting 

ARB Public Working Meeting for evaluation of the carbon intensity of 
renewable fractions, quantifying and reporting the renewable fuel volumes, 
and monitoring and verification under the Low Carbon Fuel Standard. 

June 06 
Ontario Cap-and-
Trade auction 2 

Ontario cap-and-trade auction of the greenhouse gas allowances to be 
hwld on 6th June where 25.3 million current vintage (V 2017) and 3.1 million 
of future vintage (V 2020) will be offered.  
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Section F. Back Matter 
 

Disclaimer 
No representation or warranty is given or shall be deemed given or implied by Climate Connect, its 
data or content providers, the financial exchanges and each of their affiliates and business partners 
to you or any other person as to the completeness, accuracy, sufficiency, currency, reliability or 
suitability of any such information, all which information is provided on an ‘as is’ basis, and all such 
representations warranties or conditions that may be implied by statute, general law or otherwise 
(whether as to title, non-infringement, merchantability, fitness for purpose or otherwise) are hereby 
excluded. 
 
About Climate Connect Ltd 
Climate Connect Ltd. is an information solutions firm operated in accordance with the laws and 
regulations of England and Wales. It has headquarters in London and in New Delhi, India, and serves 
a global clientele across a range of specialisations in the energy and environmental markets. In 
addition to news and intelligence portals for the carbon and power markets, Climate Connect 
provides bespoke information and research solutions to investors, trading houses, project 
developers, technical specialists, and other leading market players.  
 
About CaliforniaCarbon.info 
CaliforniaCarbon.info is a brand name operated by Climate Connect Ltd., and focuses on the carbon 
cap-and-trade market established in California and in the Western Climate Initiative. We offer the 
latest pricing data, market analysis, policy updates, and forecasting intelligence, to empower our 
clients to make well-informed decisions based on accurate and rounded insight. Please contact us 
using the details at the bottom of the page, if you would like to arrange a trial of our product. 
 
Access 
 
 
 
 
 
 
Rights to publication 
All articles and features for which the name of no external source is given may be assumed to be the 
full and original work of Climate Connect Ltd and/or CaliforniaCarbon.info, their employees, or other 
such persons who have provided consent for their work to be used in the form in which it appears. 
Do not recirculate any or all of the material which appears in this publication, to any other party 
except one who has obtained the full legal and/or commercial right to the material, or except in 
conditions in which express permission to do so has been granted by Climate Connect Ltd and/or 
CaliforniaCarbon.info, their employees, or other such persons as may have the authority to grant 
such permission. 

Tier Cost (p.a.) Access 
Publications $720 ü 
DataSmart $4,200 ü 
Pricing & Forecasts $9,000 ü 


