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Key Summary 

 
A. Trading Report 

 Bolstered by the Supreme Court ruling, front prices rise further, reaching $14.69 and $14.84 for the benchmark 

 Front changes to Jun 2017 on 28 June 

 Significant fall in OI, as 578,000 contracts are liquidat ed OCA prices close at CAD 19.26 (USD14.52)  

 Volume growth reaches 3,777,000 tons 

 
B. Price Expectations  

 The current front reached its new peak of USD 14.69 during an eventful week on the policy front  

 A 6% offset usage might pull the CCA price below USD 50 in 2030.  

 Expected V17 ranges: $14.50 - $14.58 (Front); $14.75- $14.83 (2017 Benchmark)  

 
C. CCO Tracker  

 Buckeye Forest Project (CAR1013) and Tradewater ODS 5 (ACR370) sole recipients as 220k CCOs 

issued 
 Registry credits issued to Tradewater ODS 6 (ACR379) 

 6% offset usage suggested in latest draft extension proposal  

 
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 498-Introduced by Senator Skinner. It is an act to add Section 43018.8 to the Health and Safety Code, and 

to add Section 25724 to the Public Resources Code, relating to vehicular air pollution  
 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 indust ry to invest in cleaner 
technology. 

 
E. Key Dates 

 July 18-29 – Clean Energy Summit to brief delegat es on the latest policy, finance, business and technology 

developments impacting the renewable energy sector.  
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Section A. Trading Report 
 

Prices climb further as Supreme Court buries legal challenge 
 

The ongoing legal challenge between California’s Chamber of 
Commerce (CCC) and the California Air Resource’s Board (CARB) was 
finally put to bed this week. In a 6-0 vote, the state’s Supreme Court 
rejected the business group’s appeal to the decision reached in April 
that discredited claims against the legality of the program’s quarterly 
auctions. The news boosted demand-side pressures, extending CCA 
prices to record levels.  
 
Meanwhile conversations over the latest cap-and-trade extension 
proposal have continued behind closed doors. Prominent 
environmental groups have criticized the Brown Administration for 
cosying up to the oil industry and argue for tighter restriction for 
Californian polluters. 
 
Policy news aside, trading activity remained bullish on the CCA 
market. The new front contract reached new heights of USD 14.69 
whilst the Dec 17, benchmark, cleared at USD 14.84 at the close of 
play on Friday. With eyes further down the forwards curve, five new 
contracts (May 18, Jul 18, Aug 18, Oct 18, Nov 18) opened trade for the 
current vintage. 
 
Volumes traded reached 3,777,000 tons with trade concentrating on 
the current vintage V2017. In terms of contracts, the volumes were 
mainly spread across the current benchmark and last month’s front 
with traded volume of 1,682,000 tons and 1,280,000 tons. The current 
front saw relatively minor volumes of 185,000 tons exchange hands 
while the Sep 17 contract saw 630,000 tons clear. 
 
Open interest creation fell with an overall dilution of 578,000 
contracts. This can be mainly attributed to the current benchmark which lost 788,000 contracts while the 
current front saw a positive net change of 210,000 contracts. OI remained unchanged across the other 
options. 
 
The positive price swing on the CCA market was mirrored across the border in Ontario with the well 
anticipated linkage on the horizon. The OCA benchmark, Dec 17, maintained its historic high of CAD 19.26 
by the end of last week. While there was no trade in allowances, three new contrac ts opened up (Oct 17, 
Nov 17 and Dec 18). The USD prices for the current benchmark also reached a historic level of USD 14.84, 
aided by an exchange rate favorable to the CAD. 

  

ICE Price Movements 

ICE CCA Wk Close  Wk ∆ 
V17 Front 14.69 0.30 
V17 Dec 17 14.84 0.31 
V15 Dec 17 14.84 0.31 

V16 Dec 17 14.84 0.31 
V18 Dec 17 14.77 0.30 

V19 Dec 17 14.70 0.30 
V20Dec 17 14.70 0.30 
V17 Jun 18 15.02 0.31 

V17 Dec 18 15.19 0.31 
V17 Dec 19 15.60 0.31 

V17 Dec 20 16.03 0.31 

OCAV17 Dec 17 14.84 
0.32 

ICE Traded Volumes  

ICE CCA Delivery  Vol. (‘000)  

V17 

June 17 1,280 

Jul 17 185 

Sep 17 630 

Dec 17 1,682 

Total 3,777 

4-week average 5,583 

CCO Price Movements  

OTC Wk Close  Wk∆ 

Golden ‘16  12.65  0.14 

CCO-3 ‘16  11.24 0.05 

CCO-8 ‘16  10.92 0.06 

http://californiacarbon.info/california-supreme-court-upholds-cap-and-trade-system/
http://californiacarbon.info/california-supreme-court-upholds-cap-and-trade-system/
http://californiacarbon.info/cap-and-trade-handed-momentous-victory-as-appeals-court-sides-with-arb/
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Section B. Price Expectations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 

 
 

The current front i.e. V’ 17, July 2017 delivery reached a record high of USD 
14.69 in light of  the positive market sentiments  mentioned above. T he week 
on week jump of 32 cents was similar to the price surge observed in April  

2017, when California’s 3rd District Court of Appeal appealed in favor of ARB.  
 

The front-to-year-end implied funding rate has improved significantly to 

2.47% from the previous week’s close of 2.24%, as the 2017 benchmark 
registered a gain of USD 0.31 over the week vis-a-vis USD 0.30 gain for the 

new front. The year ahead funding rates (Dec 17 to Dec 18 delivery) showed 
little change to the previous week’s level of 2.41%, as the spread between 
both the vintages remain unchanged at USD 0.35  

 
The OI creation declined drastically compared to the previous week. The 
current front, has  the highest net contribution of newly opened contracts  
with 210,000 v2017 changing hands throughout last week (Friday to 
Thursday). But, it also includes 788,000 V’17 December 2017 delivery 
contracts  terminating. In absence of  trading activity in any other vintage over 
the week, the open interest creation appeared to be negative.  

 
The month of June witnessed a decline in trading activities compared to an 
exceptionally active month in May. Volume traded across the current 
vintage’s front declined to 8,923,000 in June from 16,034,000 in May. On the 
other hand, trading on the Dec 17 contract almost halved to 7,690,000 in 
June from 15,05 6,000 in May. 
 
When circulated a few weeks ago, the Governor’s draft extension bill  

proposed a price ceiling of USD 63, increasing every year at a rate of 2%  + 
inflation rate. The revenue generated through compliance at the price ceiling 
would be used by the state board to achieve emissions reduction through 

offsets or something similar according to the draft. It also included language 
of restricting offset usage to 6% by the compliance entities. However based 

on Californiacarbon.Info’s forecast California’s covered entities are expected 
to use offsets to meet on an average 4.5% of their annual  compliance 
obligation. A  6% offset usage by  entities  will reduce the cumulative shortage 

by over 80 million in 2030 and allowance prices by over USD 3.0 in the 
baseline scenario. A  ceiling of  6%  offset usage might not be appreciated if  
there is sufficient supply and CCA vs CCO spread increases in future.  
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Only two projects were credited with ARBOCs last week during ARB’s bi-monthly issuances. 220K CCOs were issued in 
total, 98K of which belonging to the third reporting period of Buckeye Forest Project (CAR1013)  in Sonoma 

County. Tradewater ODS 5 (ACR370) meanwhile reaped 121K credits. 

  
Developed by The Conservation Fund , the Buckeye Forest Project (CAR1013) has generated over half a million 

credits so far. In total The Conservation Fund have generated over 2.7 million credits through ARB’s forest ry protocols, 
positioning themselves at No. 10 on the developer’s leader board by volume.  
 
Tradewater, the sixth highest yielding developer of ODS credits, were handed their largest issuance to date for a 
single project in Tradewater ODS 5 (ACR370). The Chicago based outfit now have 5 projects fully credited, 3 of 

which had their invalidation period shortened this week.  
 
Boosting their portfolio further, Tradewater ODS 6 (ACR379) was the sole recipient of registry credits this week 

gaining 10k credits for the destruction of harmful pollutants.  
 
With allowances climbing even further this week, offset prices also gained in value. Offsets with an invalidation period 
of 8 years were quot ed by brokers at around USD 10.92 at the week’s close on Friday – a rise of 0 .5% on the previous 

week’s prices. 
 
Unlike previous extension bills which had proposed to cut offsets from the program (SB775) or simply made no 

mention of their role (AB378), the Governor’s lat est draft has proposed an offset limit of 6% as of 2021. With entities 
on average using around 4.45% of their compliance quotas for offsets, a 6% offset limit would have a greater impact 
on larger entities who have traditionally fulfilled a larger percentage of their allowed quotas with offsets due the 
greater rewards to be gained. In its current language, the proposal also recommends that funds collected from the 

selling of allowances at a price ceiling would be used to ‘achieve emissions reductions that are real, permanent, 
quantifiable, verifiable, enforceable..’ This structure could open the door for offsets as a secondary cost -cont ainment  
mechanism should a price ceiling be exceeded.  

 
Similarly, to AB151 which was tied to the unsuccessful AB378 and failed to progress through Assembly, the latest  
proposal also includes provisions to prioritize projects based in California.  
 

The role of offsets within California’s cap-and-trade program continues to be a contentious issue between those that 
acknowledge their environmental benefits and cost-containment measures and those that contend the science around 
them and campaign for stronger reductions at the point of pollution. With discussions heating up behind closed doors, 

the language of the lat est extension proposal may well have changed since the initial draft with compromises to be 
made in order to gain the required support for a majority vote.  
 

 
 
 
 
 

Last issuance date: June 27, 2017 Issued CCO total: 66,417,386   

Next issuance date: July 13, 2017 Quebec offsets: 527,385   

Last ARB issuance total: 220,014 WCI offsets eligible for future compliance:    

CCO-0s: 9,283,337 37,721,641   

Section C. CCO Tracker 

http://californiacarbon.info/breaking-extreme-reform-proposed-by-latest-senate-bill/
http://californiacarbon.info/cap-and-trade-fate-ab378/
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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 498 Senator Skinner 

An act to add Section 43018.8 to the 
Health and Safety Code, and to add 
Section 25724 to the Public Resources 

Code, relating to vehicular air pollution.  

Amended in 
Assembly on 

June 22, 207 

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 

 
 

Section E. Key Dates 
 
 

Date Item Observations 

July 18 
Clean Energy 

Council 

The summit briefs delegat es on the lat est policy, finance, business and 

technology developments impacting the renewable energy sector.  
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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  

DataSmart $4,500  
Pricing & Forecasts  $9,000  


