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Key Summary 

 
A.   Trading Report 

•   Market remains stable as Trump announces US withdrawal from the Paris Agreement 
•   Gov. Brown signals carbon linking intention ahead of China visit 
•   AB 378 rejected by Assembly but granted reconsiderations 
•   5,992,000 tons traded with midweek activity breaking silence 
•   New front contract, Jun 17, cleared on Friday at USD 14.10, USD 0.05 above the previous week’s 

close 
•   A net change of 4,150,000 observed on open interest creation 
•   OCA’s Dec 17 benchmark rises to CAD 19.25 (US$14.26) ahead of second auction this week 
 

B.   Price Expectations 
•   The CCA market witnessed a generous gain in light of the successful auction, the current front closed 

at USD 14.10 
•   Spread between V2017 and V2018 benchmark reduces as participants focus on current vintage 
•   Expected V17 ranges: $14.10- $14.18 (Front); $14.25- $14.233 (2017 Benchmark) 

 
C.   CCO Tracker 

•   Handful of CAR projects receive registry credits 
•   Willits Woods IFM (CAR1140) gains a further 217k ROCs 
•   Support from business groups and linking partners add to discussion on offset usages 

 
D.   Policy Tracker 

•   SB 100- Introduced by Senate President Pro Tem Kevin de León, it requires California to generate all 
its electricity from renewable. 

•   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 defiant as Trump calls quits on Paris 
 
News that Donald Trump will withdraw the country from the Paris Agreement 
did little to knock California’s successful carbon market last week as trading 
activities coincided with midweek gains across the CCA vintages. The 
President’s latest neglectful actions on environmental stewardship now place 
the country along with only two others not part of the international accord. 
Conversely, California’s leader, Gov. Jerry Brown, reaffirmed the state’s climate 
leadership, outlining his intentions on linking California’s cap-and-trade 
program with China’s incipient carbon market. The announcement was made 
the same day as Trump with Gov. Brown boarding a flight on Friday to visit 
Chinese government officials. 

Meanwhile in the state capitol, the cap-and-trade extension bill AB 378 failed 
to win the support of the Assembly following a prolonged sitting on Tuesday 
afternoon. The bill which vows to link the emissions trading program with 
criterion air pollutants was rejected by both Republican and Democrat 
Assembly members, concluding a lively week for the market. 

With zero movement over the week’s start, trading activities warmed up on 
Wednesday. Values on the current front, Jun 17, and the benchmark, Dec 17, 
rose by USD 0.05 whilst relatively lower gains were felt further down the futures 
curve. The Jun 17 contract was the most traded contract, clearing, 1,601,000 
tons and closing the week at USD 14.10. 

In total, 5,992,000 tons of carbon traded this week, 73% of which was 
concentrated on the 2017 vintage whilst 910,000 V18s and 640,000 V19s also 
cleared the exchange. With the large surrender obligations of compliance 
period 2 (2015-2017) approaching, V17s continue to be in heightened demand 
to their V18 counterparts which are not eligible for compliance obligations until 
CP 3. As a result, the vertical spread between the vintages has risen. At the 
close of trade last week, the V17 benchmark was trading at USD 14.28, USD 
0.10 above the V18 benchmark which closed at USD 14.18. 

Revisiting deliveries, the Dec 17 benchmark was the second most traded 
contract with 1,241,000 tons traded, a decline from the previous week. The Jun 
18 and Sep 18 future contracts both saw 1,000,000 tons of trade while Dec 18 
saw 1,150,000. The contribution to total traded volume was spread out with 
the highest being the current front at 26.72% and the lowest for Jun and Sep 
18 at 16.16%. 

Open interest creation remained positive and relatively stable with a net 
change of 4,105,000 contracts. Jun 17, Jun 18 and Sep 18 were the largest contributors with a net change of 1,000,000 
tons each. The Dec 17 and Dec 18 saw net changes of 265,000 and 840,000 contracts respectively. 

The Ontario carbon market kept its cool with the second auction taking place this week. A slim 25,000 tons cleared as 
prices jumped by CAD 0.10 in tandem with the CCA price movement on Weds. The OCA ended the week at CAD 19.25, 
USD 0.01 lesser than the CCA based on Friday’s exchange rate. 

  

ICE Price Movements 
ICE CCA Wk Close Wk ∆ 
V17 Front 14.10 0.05 

V17 Dec 17 14.28 0.06 
V15 Dec 17 14.28 0.06 
V16 Dec 17 14.28 0.06 
V18 Dec 17 14.18 0.06 
V19 Dec 17 14.10 0.06 
V20Dec 17 14.10 0.06 
V17 Jun 18 14.45 0.05 
V17 Dec 18 14.62 0.05 
V17 Dec 19 15.03 0.05 

V17 Dec 20 15.46 0.05 

OCAV17 Dec 
17 

14.26 
0.03 

ICE Traded Volumes 

ICE CCA Delivery 
Vol. 

(‘000) 

 
V17 

June 17 1,601 

Dec 17 1,191 

Jun 18 500 

Sep 18 1,000 

Dec 18 100 

V18 
Jun 18 500 

Dec 18 410 

V19 Dec 18 640 

Total 5,992 

4-week average 7,524 

CCO Price Movements 

OTC Wk Close Wk∆ 
Golden ‘16 12.48 -0.01 

CCO-3 ‘16 11.13 0.02 

CCO-8 ‘16 10.73 0.00 
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Section B. Price Expectations
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
In a whirlwind week for US climate policy news, California’s Assembly 
voted against the passage of AB 378. The bill sought to extend the 
program's life through 2030 with an increased focus on air pollutants. 
Facilities failing to meet strict standards for criteria air pollutants and 
toxic air contaminants would be prohibited from free allowances under 
the proposed bill. Opposition from Republicans and moderate 
Democrats ceased its progress although the bill has been granted 
reconsiderations. 

 
In terms of trading news, the secondary market witnessed generous 
gains last week in light of the successful auction which re-established 
market proponents’ confidence in the longevity of the cap-and-trade 
program. The positive auction turnout also highlights the effective 
market correction mechanism which triggered a quarterly deficit as a 
result of a meager 18% subscription of the current vintage allowances 
in the first joint auction of 2017. Looking ahead, a fully subscribed 
auction last month has re-aligned the market back to it’s previous 
position with an estimated surplus of allowances. 
 
The front-to-year-end implied funding rate has improved significantly 
to 2.57% from the previous week’s close of 2.43%, as the 2017 
benchmark registered a gain of USD 0.06 over the week whilst the 
current front, Jun 17, gained USD 0.05. The year ahead funding rates 
(Dec 17 to Dec 18 delivery) declined marginally to 2.38% compared to 
the previous week’s level of 2.46%, as the spread between both the 
vintages witnessed a minor fall on USD 0.01 over the week. The gain 
on the V2017 benchmark also suggests a buying tendency of towards 
the shorter term V2017s rather than V2018s. At the completion of 
second compliance period (2015-2017), entities must surrender 100% 
of their 2017 obligation and 70% each of 2015 and 2016 obligation by 
November 2018. Only V2017s or earlier vintages can be used to meet 
this obligation and hence participants might be more focused on 
meeting their current obligation first. Though the unsold allowances 
from 2017 and earlier vintages will be available in 2018 auctions, they 
will hold a premium due to an inflated price floor of 5% plus inflation 
over and above the current auction clearing price which is almost 
double the current spread of USD 0.34 between the V2017 and V2018 
benchmark 
 
The month of May witnessed an increase in trading activities despite of 
an auction month. Volume traded in current vintage increased by more 
than six fold from 2,578,000 in April to 16,034,000 in May. On the 
other hand, trading in current benchmark almost doubled from 
7,208,000 in April to 15,056,000 in May.  
 
Moving ahead with our auction analysis, the recent fully subscribed 
auction has pulled the market back from quarterly shortage to surplus. 
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The current quarterly surplus stands at 16.3 million. A fully subscribed auction in August will make the market further long to 
a level of 35.6 million. With this amount of additional allowances available in the market over and above its compliance 
obligation, the subscription ratio of anything over 0.45 in the last auction will be sufficient to avoid any shortage and market 
participants will be in position to fully comply to their CP2 obligations.   

Price Expectation:  

 
 

 
After a large injection of fresh CCO volume the previous week, California’s offset market remained 
steady this week with only a handful of projects listed with the Climate Action Reserve receiving new 
ROCs. 
 
Second reporting periods for Pacific Rim Dairy Digester (CAR1108) and Patterson Farms COP 
(CAR1137) will earn Maas Energy Works and ClimeCo 32,279 and 5,921 credits respectively when 
issued by regulators ARB. Maas Energy Works, who operate across California and Washington state, 
currently have three digester projects active in California’s offset market, generating a total of 73,000 
credits. ClimeCo on the other hand have yielded over 177,000 livestock credits, the third highest 
supplier of livestock offsets after Origin Climate and Camco International. 
 
A subsequent reporting period for Coastal Ridges’ Willits Woods IFM (CAR1140) was awarded 188k 
ROCs, adding to the project’s previous 217k ROCs issued in Dec 2016 and still awaiting full issuance. 
To date the Californian based forestry project has yielded an impressive 1.4 million CCOs via ARB’s 
early action program. 
 
A-Gas Americas 2017-3 (CAR1254) was the only project to be credited this week, obtaining 140k ODS 
ROCs. 
 
In regulatory news, Garcia’s proposed AB 378 was rejected by the Assembly last week with Assembly 
members reportedly disagreeing on the bills provisions of tackling air pollutants. Whilst the bill makes 
no mention of offsets, it has gained support from Environmental Justice members – the long term 
opponents of California’s carbon offset program. With discussions over cap-and-trade’s post-2020 
facelift heating up, the proposed extension bills are facing increasing forces from the right and left. The 
crucial role of offsets as a cost-containment mechanism for California’s carbon price will likely be a 
recurring case made by business advocacy groups. 
 

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 25,250,474   

Expected V17 ranges: $14.10- $14.18 (Front); $14.25 - $14.33 (2017 Benchmark) 
Volumetric assumption: 2-5 million on V17 contracts; 5-7 million overall 
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In addition, Gov. Brown has made clear his intentions of expanding the WCI across new jurisdictions. 
Soon-to-be linked, Ontario, as well as other prospective partners have illustrated their preference for a 
flexible program inclusive of offsets. These considerations may well add further pressure for the case of 
offsets in a post-2020 extension package. 

 
 

Section D. Policy Tracker 
 

Bill Author Brief Status Momentum 
Indicator 

SB100 
Senate President 
Pro Tem Kevin 
de León 

An act to amend Sections 399.11, 
399.15, and 399.30 of, and to 
add Section 454.53  to the Public 
Utilities Code, relating to energy. It 
requires California to generate all its 
electricity from renewable.  

Amended in 
Senate on May 
26 

Neutral 

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 

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 


