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Key Summary 

 
A.   Trading Report 

•   Prices rose on Tuesday and dipped on Friday reaching $15.15 for the front and $15.30 for the benchmark 
•   OCA Dec 17 benchmark prices close at CAD 19.19 (USD 15.29) 
•   OI saw a positive net change of 1,343,000 contracts 
•   Volume traded fell to 3,645,000 tons 
 

B.   Price Expectations 
•   The current front reached its new peak of USD 15.30 in light of the supermajority vote to extend the 

program 
•   A restriction on out-of state offset usage in the next decade will increase the compliance cost 

significantly. 
•   Expected V17 ranges: $15.10- $15.18 (Front); $15.25- $15.35 (2017 Benchmark) 

 
C.   CCO Tracker 

•   Pagel’s Ponderosa Dairy Methane Reduction Project (CAR1049) issued 22k registry credits 
•   A-Gas Americas list two new ODS projects 
•   CCO prices make sizeable gains to meet new CCA prices 
•   Domestic offset requirements raise new questions about offset premiums 

 
D.   Policy Tracker 

•   AB 398- Introduced by Assembly Members Eduardo Garcia, Senator De León. It aims to extend Cap-
and-Trade program beyond 2020 till 31st Dec 2030 by requiring the state board to include specified 
price ceilings, price containment points, offset credit compliance limits, and industry assistance 
factors. 

•   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 
 

E.   Key Dates 
•   July 27- Public Hearing by Air Resources Board to Consider Proposed Amendments to the Market-

Based Compliance Mechanism Regulation (Cap-and-Trade Regulation) 

•   Aug 15– California Air Resources Board and Quebec’s MDDELCC will conduct its 12th Joint Auction 
for Carbon allowances and will offer year 2017 vintage allowances in the Current Auction and year 
2020 future vintage allowances in the Advance Auction.  
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Section A. Trading Report 
 
Confidence felt further down the forward curve with cap-and-trade extension secured 
 
Spirits were high on California’s cap-and-trade market last week as 
lawmakers finally approved a bill to extend the program through to 
2030. Leaving much in the capable hands of ARB to finalise, AB398 will 
continue the current program, enabling allowances brought in current 
vintages to be used for future compliance. Perhaps one of the greatest 
deviations to ARB’s current program, the new bill will set a 4% offset 
limit from 2020 to 2025, increasing to 6% through to 2030 with a 
minimum requirement of no more than 50% offset usages from credits 
generated out of state.  

Unsurprisingly market prices reacted sharply to news from the State 
Capitol. The current benchmark gained USD 0.19 in the wake of the 
vote on Tuesday. Prices maintained a midweek high of USD 15.30 on 
the current front contract and USD 15.45 on the current benchmark 
before falling off on Friday by USD 0.15. Price movements were 
consistent across vintages and deliveries.  

Less volatile in nature, CCO prices climbed throughout the week to 
assume a reasonable discount factor to the CCA. At close of play on 
Friday, the CCA-CCO price spread sat at USD 1.90 between the Dec 
17 benchmark and brokered Golden CCOs. The new bill, however, 
raises fresh questions over the supply-demand balance of California’s 
offset market and the pricing of home grown offsets vs out-of-state. 

Despite the week’s prices swings, trading activity was relatively quiet 
compared to weeks gone by. A total 3,645,000 tons were traded 
across all options. With eyes on the new month’s front contract, trading 
commenced on the Aug 17 contract with 130,000 tons exchanging 
hands. The spread of traded was relatively diverse through the week. 
65% of contract concentrated on the current vintage whilst 28% was 
accounted for by 2018s and 6% for traders looking further ahead into 
2019. The current benchmark saw the highest trade of 1,748,000 tons 
whilst Dec 18 also saw healthy attention. 

Open interest creation continued to see gains with an overall positive net change of 1,343,000 contracts. 
Future deliveries saw higher changes with the Dec 18 seeing the highest gain of 835,000 contracts. Jun 17, 
Aug 17 and Sep 17 saw a combined net change of 442,000 contracts.  

Another week passed without trade on Ontario’s carbon market. With policy sentiments heavily influencing 
California’s carbon market, Canadian participants appear to be hesitant on current pricing signals that have 
seen CCAs hovering closer to 2019’s expected price floor than this year’s floor price of USD 13.57. At the 
close of trade on Friday, ICE prices displayed a value of CAD 19.19 for OCA’s benchmark contract.   

ICE Price Movements 
ICE CCA Wk Close Wk ∆ 
V17 Front 15.15 0.04 

V17 Dec 17 15.30 0.04 
V15 Dec 17 15.31 0.04 
V16 Dec 17 15.31 0.04 
V18 Dec 17 15.23 0.04 
V19 Dec 17 15.16 0.04 
V20Dec 17 15.16 0.04 
V17 Jun 18 15.49 0.04 
V17 Dec 18 15.68 0.04 
V17 Dec 19 16.10 0.04 

V17 Dec 20 16.53 0.04 

OCAV17 Dec 
17 

15.29 
-0.17 

ICE Traded Volumes 

ICE CCA Delivery 
Vol. 

(‘000) 

V17 

July 17 292 

Aug 17  130 

Sep 17 180 

Dec 17 1,723 

Dec 18 50 

V18 Dec 18 1,000 

V19 Dec 18  220 

Total 3,645 

4-week average 3,803 

CCO Price Movements 

OTC Wk Close Wk∆ 
Golden ‘16 13.38 0.43 

CCO-3 ‘16 12.04 0.38 

CCO-8 ‘16 11.63 0.40 
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Section B. Price Expectations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
The CCA market witnessed a week full of action in light of Monday’s 
policy news. The current front contract (July 2017, V17) reached a new 
of USD 15.30 before crashing to USD 15.15 before the end of the 
week. 
 
The front-to-year-end implied funding rate remained closer to the 
previous week’s level of 2.40%, as the spread between front and 
benchmark remain unchanged at USD 0.15. Similarly, the year ahead 
funding rates (Dec 17 to Dec 18 delivery) 2.48%, showed little change 
compared to the previous week’s level of 2.49% with the vintage 
spreads also remaining unchanged  
 
With California’s carbon future now on solid footing, discussions 
commence on the implications of AB398 on current market dynamics. 
Most importantly the bill will continue ARB’s current program, enabling 
participants to carry allowances gained from previous auctions into 
2020 with the added bonus of legal certainty gained from the bills 
passing with a supermajority vote.  Unsurprisingly allowances price in 
the secondary market gained momentum. However, it is understood 
that the bill will seek to address the pre 20s0 surplus of allowances by 
adjusting the cap in the next decade.  
 
Another contentious talking point of the bill is the lowered offset 
usages and prioritization of of domestic offsets. As of 2021, a 4% offset 
limit will be set. No more than half of an entity’s compliance obligation 
may come from offsets that provide benefits out of state. The limit is 
raised to 6% after 2025 with the same out-of-state restrictions. How 
this bill language will be interpreted by the regulators, ARB, will likely 
be the topic of hot conversation at ARB workshops and future board 
meetings. 
 
Further cost-containment measures have been included within the bill 
to counter the benefits forfeited from a lower offset usage. In 
particular, the bill will require the state board to include specified price 
ceilings, price containment points and industry assistance factors for 
allowance allocation as part of the regulation. For a deeper dive into 
market prospects under the new bill please see Impact Analysis of 
AB398 on California’s Cap-and-Trade Program a collaborative report 
by CC.info and the American Carbon Registry. The analysis undertaken 
within the report is an extension to our existing 2030 allowances price 
forecast and works on the new mechanism for APCR reserves, building 
scenarios to compare the impacts of reducing offset quotas and 
restricting the use of out-of-state offset credits. Findings within the 
report suggest that due to an expected shortage of offsets, a 
maximum usage of 2.89% of compliance obligation could be met 
through from 2021 to 2030. As a result, heavier reliance will be placed 
on the price ceiling reserves. Approximately 579 million allowances are 
expected to be sold at a weighted average ceiling price of USD 99.46 
through the decade, leading to a significant increase in the cost of 
compliance compared to scenarios under the current program.
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Price Expectation: 

 

The 3Degrees Group, formerly Origin Climate, were the sole recipients of new registry credits this 
week. Pagel’s Ponderosa Dairy Methane Reduction Project (CAR1049) received 22k credits for it’s 
third reporting period marking the only registry issuance so far this month. With the issuance of 205k 
ARBOCs earlier this month, the current pool of registry credits awaiting full approval stands at 27.5 
million. 
 

 
CCO issuance tracker 

 
Two new ODS projects, both belonging to A-Gas Americas, were also listed with the Climate Action 
Reserve – Coolgas 2017-7 (CAR1269) and Coolgas 2017-5 (CAR1267).  
 

In response to the elevated CCA prices, CCO prices made substantial gains across the week. At the 
close of trade on Friday, CCO8 prices were quoted at USD 11.63, USD 12.04 for the CCO-3 and USD 
13.38 for CCO-0s or Golden CCOs. With new regulation regarding minimum domestic offset 
requirements set to come into play in 2021, CCO prices may well deviate dependent upon 
geographical factors and project types in the future. Whether the CA offset restraints effect market 
prices in the short term, however, remains to be seen. 

Section C. CCO Tracker 

  

  

  

  
Last issuance date: July 11, 2017 Issued CCO total: 66,623,111 

Next issuance date: July 26, 2017 Quebec offsets: 527,385 

Last ARB issuance total: 205,725 WCI offsets eligible for future compliance:  

CCO-0s: 9,489,287 37,927,377 

    

    

    

Expected V17 ranges: $15.10- $15.18 (Front); $15.25 - $15.35 (2017 Benchmark) 
Volumetric assumption: 1-3 million on V17 contracts; 3-4 million overall 
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Section D. Policy Tracker 

 
Bill Author Brief Status Momentum 

Indicator 

AB 398 

Assembly 
Members 
Eduardo Garcia, 
Senator De León 

An act to extend Cap-and-Trade 
program beyond 2020 till 31st Dec 
2030. It requires the state board to 
include specified price ceilings, price 
containment points, offset credit 
compliance limits, and industry 
assistance factors. 

Amended in 
Senate on July 
14 

Positive 

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 

 
 

Section E. Key Dates 
 
 

Date Item Observations 

July 27  
Air Resources 
Board- Public 
Meeting 

Public Hearing to Consider Proposed Amendments to the Market-Based 
Compliance Mechanism Regulation (Cap-and-Trade Regulation) 

August 15 Joint Auction 12 

California Air Resources Board and Quebec’s MDDELCC will conduct its 
Joint Auction for Carbon allowances and will offer year 2017 vintage 
allowances in the Current Auction and year 2020 future vintage 
allowances in the Advance Auction.  
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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 
 
 
 
 
 
 

Tier Cost (p.a.) Access 
Publications $720 ü 
DataSmart $4,500 ü 
Pricing & Forecasts $9,000 ü 
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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. 


