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1. What is this RFO? 

 PG&E is issuing a Greenhouse Gas Allowances and Offset Credits Request For Offers (GHG 

RFO) to obtain Allowances and/or Offset Credits that are eligible for compliance under the 

Cap-and-Trade Regulations adopted by CARB as part of CARB’s proceeding to implement 

AB 32. This is PG&E’s first solicitation for Allowances and Offset Credits. PG&E WILL 

NOT BE PURCHASING OTHER PRODUCTS, SUCH AS ELECTRICITY, RENEWABLE 

ENERGY CREDITS, NATURAL GAS, OR BIOGAS THROUGH THE GHG RFO.  

 

2. What is an Allowance? 

As defined in the Cap-and-Trade Regulations, Section 95802(a)(8), an Allowance is a limited 

tradable authorization to emit up to one metric ton of carbon dioxide equivalent.  

 

3. What is an Offset Credit? 

As defined in the Cap-and-Trade Regulations, Section 95802(a)(12), an Offset Credit is a 

tradable compliance instrument issued by CARB that represents a GHG reduction or GHG 

removal enhancement of one metric ton of CO2e. The GHG reduction or GHG removal 

enhancement must be real, additional, quantifiable, permanent, verifiable, and enforceable.  

 

4. How will Cap-and-Trade work? 

 Under California’s Cap-and-Trade Regulations, companies can buy and sell Allowances to 

emit GHGs.  The CARB will issue a limited (and shrinking) number of Allowances for 

entities in sectors regulated under the cap. Entities have an incentive to reduce emissions so 

they do not need to purchase as many Allowances in the market. Entities that need to emit 

GHGs can (1) find cost-effective ways to reduce GHGs; (2) buy more Allowances if they 

need to; and/or (3) buy Offset Credits for a portion of their compliance obligation.  Please see 

CARB’s Cap-and-Trade Program website for more details.  

 

5. Why is PG&E issuing the GHG RFO?  

 PG&E is issuing this GHG RFO to obtain comprehensive Offers for Allowances and Offset 

Credits to comply with AB 32 in a cost-effective way. 

 

6. Does PG&E have approval from the CPUC to purchase Allowances and/or Offset Credits? 

 PG&E is currently seeking approval from the CPUC for its authority to purchase Allowances 

and Offset Credits under PG&E’s GHG Procurement Plan, which was filed in July 2011 

pursuant to Track III of the Long-Term Procurement Plan proceeding (Rulemaking 10-05-

006).  As of the Participants’ Webinar, PG&E has not yet received final approval of the GHG 

Procurement Plan. PG&E hopes to receive a proposed decision on its GHG Procurement Plan 

by March 31, 2012, and a final decision approximately four weeks later.  

 

7. Does PG&E require CPUC approval to execute an Agreement? (NEW 2-17)  

 Yes, either via an approved GHG Procurement Plan or CPUC pre-approval of individual 

transactions. Even with an approved GHG Procurement Plan, PG&E may still choose to seek 

CPUC pre-approval via an Advice Letter filing for any particular transaction resulting from 

the RFO. 

 

8. Will PG&E participate in CARB’s auctions? 

 Yes, PG&E intends to participate in CARB’s auctions, the first of which is scheduled for 

August 15, 2012.  

 

http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.arb.ca.gov/regact/2010/capandtrade10/capandtrade10.htm
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9. Why doesn’t PG&E buy all the Allowances it needs through CARB’s auctions, or through exchanges 

like ICE and GreenX?  

 PG&E’s GHG Procurement Plan proposes that PG&E use CARB’s auction, competitive 

solicitations such as the GHG RFO, bilateral contracting, and transparent exchanges to cost-

effectively procure GHG Compliance Instruments. 

 

10.  What is the volume of Compliance Instruments that PG&E seeks to procure via the GHG RFO? 

 There is no stated maximum volume that PG&E is looking to procure in this or future GHG 

RFOs. 

 

11. Will PG&E accept Compliance Instruments from Quebec’s Cap-and-Trade program if California’s 

Cap-and-Trade program links to it? 

 As linkage between programs is still pending, PG&E will not be accepting potential 

Compliance Instruments from Quebec for this RFO. 

 

12. What’s the process/timeline for the GHG RFO? 

 PG&E will hold a Participants’ Webinar on February 15, 2012.  The registration deadline for 

the Participants’ Webinar was February 10, 2012. Offers in response to the GHG RFO are 

due March 8, 2012. The full schedule for the RFO is available on PG&E’s website at 

http://www.pge.com/rfo. 

 

13. Who can submit Offers to the GHG RFO? 

 To submit an Offer, Participants need to be Registered or in the process of becoming 

Registered with CARB and have or will have a CARB-issued Holding Account for the Cap-

and-Trade program. Please see the RFO Protocol for all of the eligibility requirements. 

 

14. Where can I find information about registering with the CARB? 

 Please consult the CARB’s Cap-and-Trade Regulations. 

 

15. Where can I find information about registering with the Climate Action Reserve? 

 Please consult the Climate Action Reserve’s Projects website. 

 

16. What type of Offers is PG&E seeking? 

 The minimum Offer size for the RFO is 25,000 metric tons of carbon dioxide equivalent 

(mtCO2e) of Allowances or Offset Credits, which can span multiple years.  

i. PG&E prefers Offers of Allowances for either or both of the vintage years 2013 and 

2014, but will consider Offers including later vintage years. 

ii. For Offset Credits from Existing Projects, PG&E prefers Offers for any or all of the 

previous vintage years that are eligible for compliance under CARB’s Cap-and-Trade 

Regulations, and any or all of the vintage years 2012 through 2014, but will consider 

Offers including later vintage years. 

iii. For Offset Credits from New Projects, PG&E prefers Offers for any or all of the 

vintage years 2012 through 2014, but will consider Offers including later vintage 

years. 

iv. For Early Action Offset Credits from New Projects, PG&E prefers Offers for any or 

all of the past vintage years that are eligible for compliance under CARB’s Cap-and-

Trade Regulations (2005-2011), but will consider Offers including future vintage 

years (2012-2014). 

 

http://www.pge.com/rfo
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Protocol.doc
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.climateactionreserve.org/how/projects/


PG&E reserves the right to modify the answers provided at any time for any reason.  The answers 

provided herein should not replace your independent review and analysis of the material provided in the 

Solicitation Protocol, Cap and Trade Regulations, or the form Agreements. 

 

Last updated 2-17-2012   6 

 

17. Does PG&E prefer Offers for Allowances, Offset Credits, or Early Action Offset Credits?  

 PG&E will review all Offers for eligible Compliance Instruments, and has no stated 

preference for the type of Compliance Instruments that it is soliciting in this GHG RFO. That 

said, PG&E is subject to the 8% usage limitation on Offset Credits to meet its compliance 

obligation per compliance period in accordance with the Cap-and-Trade Regulations, and will 

be assessing, through the Portfolio Fit evaluation, how well each Offer’s features match 

PG&E’s portfolio needs in its annual procurement targets within the context of Cap-and-

Trade compliance.  

 

18. Will PG&E accept Offers with pricing in terms other than fixed pricing?  

 No. Offers must be in fixed dollar amounts per Compliance Instrument as specified in the 

Offer Form and as noted in Section II.B of the RFO Protocol. 

 

19. Will PG&E accept Offers with delivery dates that are not firm?  

 No. Offers for Compliance Instruments must have firm delivery dates as specified in the 

Offer Form.  

 

OFFSET CREDIT OFFERS 

 

20. If my project is operational but Offset Credits from it have not yet been verified, is my project an 

Existing or a New Project? 

 Your project would be considered a New Project. A New Project is one that within twelve 

(12) calendar months after the effective date of an Agreement is i) commercially operable, ii) 

registered with the CAR or CARB, and iii) has produced verified Offset Credits. 

 

21. Will PG&E consider Offers for Offset Credits from Early Action projects from vintages prior to 2012 

that have not yet been verified? 

 Yes. PG&E would accept Early Action Offset Credits from a New Project with vintages 

between 2005 and 2012 if the project within twelve (12) calendar months after the effective 

date of an Agreement is i) commercially operable, ii) registered with the CAR or CARB, and 

iii) has produced verified Offset Credits. 

 

22. I would like to Offer Offset Credits that are contingent on securing land rights (or feedstock, or 

permits) for the project. Would PG&E consider my Offer? 

 Yes, if the project within twelve (12) calendar months after the effective date of an 

Agreement is i) commercially operable, ii) registered with the CAR or CARB, and iii) has 

produced verified Offset Credits. 

 

23. What Offset Credit project types (including Early Action) are compliant with California’s Cap-and-

Trade program? 

 The ARB has thus far identified four types of projects that will initially qualify to produce 

Offset Credits, including i) Livestock, ii) Ozone Depleting Substance  Destruction, iii) 

Forestry, and iv) Urban Forestry. 

 

24. Does PG&E prefer certain versions of the protocol under which an Offset Credit could be generated? 

 No. An Offset Credit may be developed under any protocol that meets the requirements of 

California’s Cap-and-Trade Regulations.   

http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20A_Offer%20Form_v1.1.xls
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Protocol.doc
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20A_Offer%20Form_v1.1.xls
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Compliance%20Offset%20Protocol%20Livestock%20Projects.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Compliance%20Offset%20Protocol%20ODS%20Projects.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Compliance%20Offset%20Protocol%20U.S.%20Forest%20Projects.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Compliance%20Offset%20Protocol%20Urban%20Forest%20Projects.pdf
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
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25. If PG&E buys Offset Credits from my livestock project, can it also buy the electricity or biogas 

generated by the project? 

 Yes; however, PG&E will not be buying those products through the GHG RFO. PG&E has 

separate procurement processes for electricity and biogas that are not linked to the 

procurement of Offset Credits by PG&E. To inquire about selling biogas to PG&E, please 

review the 2010 Biogas RFI, and email Biogas@pge.com. To inquire about selling electricity 

generated from biogas to PG&E, please visit PG&E’s Distributed Generation, Feed-In 

Tariffs, or Wholesale Electric Power Procurement websites.  

 

26. Will PG&E consider Offset Credits from protocols that are being considered for adoption by CARB 

for use in the California Cap-and-Trade program? 

 No. If additional protocols are adopted by CARB in the future, PG&E will consider them for 

eligibility in future GHG RFOs. 

 

27. Will PG&E consider Offset Credits from potential Offset Project Registries or Early Action Offset 

Programs other than the Climate Action Reserve (CAR)? (UPDATED 2-17) 

 No, not for the 2012 GHG RFO. As Offset Project Registries and Early Action Offset 

Programs are approved by CARB, PG&E will consider adding such registries and programs 

to future GHG RFOs. 

 

28.  Does PG&E prefer Offset Credits from projects in specific geographic locations?  

 No. Offset Credits may come from projects located anywhere within the geographic 

boundaries defined in the CARB-approved compliance protocols. Currently, this 

encompasses the United States of America.  

 

29. Will PG&E accept Offers that do not specifically list the name of the Offset Credit project? 

 No. Offset Credit Offers must identify the specific project from which the Offset Credits 

originated as required in the Offer Form.  

 

30. If I submit five separate Offers for Offset Credits that are from the same existing project but for five 

different volumes and prices, do I have to post an Offer Deposit for each one, or just one for the 

largest version of the proposal? 

 You must submit an Offer Deposit for each Offer. 

 

31.  Is there any limit on how many Offers I can submit to this RFO? 

 No, there is no stated limit on the number of Offers you can submit. 

 

32. What happens if the Offset Credits I sold to PG&E are invalidated? 

 As provided in Special Provision 5(b)(ii) of the Offset Credit Confirmation, which addresses 

an “Invalidation Event,” if an Offset Credit is invalidated, then the seller of such Credit will 

need to reimburse PG&E for the amount paid for the Credit and pay PG&E for the 

replacement value of the invalidated Credit as well as any penalties or other charges that 

PG&E may incur in connection with the invalidated Credit.   

 

33. How does PG&E account for the benefits of having a portfolio of Offset Credits from different 

project types versus having all of its Offset Credits coming from one project type? (NEW 2-17)  

 PG&E will review all Offers for eligible Offset Credits, and has no stated preference for 

Offset Credits based on project type. PG&E’s Portfolio Fit evaluation will review how well 

mailto:Biogas%20RFI
mailto:Biogas@pge.com
http://www.pge.com/b2b/newgenerator/distributedgeneration/
http://www.pge.com/b2b/energysupply/wholesaleelectricsuppliersolicitation/standardcontractsforpurchase/
http://www.pge.com/b2b/energysupply/wholesaleelectricsuppliersolicitation/standardcontractsforpurchase/
http://www.pge.com/rfo/
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20A_Offer%20Form_v1.1.xls
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20F_Offset%20Credit%20Confirmation.doc
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each Offer’s features match PG&E’s portfolio needs with regard to its procurement targets 

within the context of Cap-and-Trade compliance. 

 

34. Since no California compliance Offset Credits have yet been issued by CARB, must all Offset Credits 

go through the issuance process that has yet to be finalized by CARB? If so, will the RFO allow for 

flexibility if there are delays caused by CARB? (NEW 2-17)   

 All Offset Credits must be issued by CARB at the Time of Delivery to be eligible for this 

RFO. Time of Delivery means the point at which you would transfer the Offset Credits from 

your Holding Account into PG&E’s Holding Account in accordance with the Cap and Trade 

Regulations. Therefore, the delivery date in your Offer should take into account the amount 

of time you think it might take for CARB to issue Offset Credits. 

 The RFO allows for flexibility in delivery only in the event of an Adverse Legal 

Determination or a Tracking System Failure. Please see Sections 3.04 and 3.05 of the Master 

Agreement for details. 

OFFER SUBMITTAL AND EVALUATION 

  

35.  What is an Independent Evaluator (IE)? Why does the GHG RFO have one? 

 The IE provides third-party oversight of the procurement process, and is a CPUC 

requirement. Lewis Hashimoto of Arroyo Seco Consulting will provide IE services for the 

GHG RFO.   

 

36.  What is the Procurement Review Group (PRG)? 

 Each utility in California is required by the CPUC to establish a Procurement Review Group 

(PRG) whose members are non-market participants who are subject to an appropriate non-

disclosure agreement, and who have the right to consult with the utility and review the details 

of the utility's: 

i. Overall procurement strategy  

ii. Proposed procurement processes including, but not limited to, RFOs 

iii. Proposed procurement contracts, before those contracts are submitted to the CPUC 

for review. 

 

37. How should I submit my Offer to PG&E? 

 All Offers must be sent to PG&E in electronic form no later than March 8, 2012 at 1:00 P.M. 

PPT via email to GHGRFO@pge.com and to the IE via email to lkhashimoto@att.net.   

 The electronic documents must be in the format specified in Section V.B of the RFO 

Protocol.  

 For large documents, PG&E recommends submitting zip files or multiple emails (no larger 

than 10 MB each) with separate attachments corresponding to the Appendix item.  

 If sending multiple emails, please note in the subject line of your email that the email is email 

“1 of 6,” “2 of 6” etc.  

 The filename convention should be “ParticipantName_OfferID_AppendixX.doc (or .xls or 

.pdf, depending on document type). The OfferID is generated automatically by the Offer 

Form.  

 

38. Who will review the Offers? Who will select the Offers and negotiate Agreements? 
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 Offers will be reviewed by PG&E staff, the Independent Evaluator (IE), and PG&E’s 

Procurement Review Group (PRG). PG&E staff will evaluate and shortlist the Offers, and 

negotiate any resulting Agreements. CPUC approval of Agreements may be required. 

  

39. How does Supplier Diversity factor into an Offer’s evaluation? 

 A Participant’s status as a CPUC-certified Diverse Business Enterprise (DBE), and/or its 

commitment to subcontract with DBEs, where applicable, will quantitatively impact an 

Offer’s score in PG&E’s evaluation process.  

 

40. Will PG&E make public the names of the entities whose Offers are Shortlisted, or the details of the 

final Agreements (e.g. volume, price) resulting from the GHG RFO?  

 PG&E does not intend to make that information public. However, PG&E may be required to 

disclose certain information in order to comply with existing or future disclosure 

requirements issued by the CPUC or other governmental authorities. 

 

41. Do Agreements resulting from the GHG RFO require CPUC approval? Why? 

 In its GHG Procurement Plan, PG&E proposed that it would file an Advice Letter seeking 

CPUC approval of any Agreement that includes Compliance Instruments that are more than 

four vintage years into the future (e.g. for an Agreement entered into in 2012, PG&E would 

seek CPUC approval if it included Compliance Instruments of vintage 2017 or later). PG&E 

may, at its discretion, seek CPUC approval for any or all other transactions as well. 

 

42. What sort of edits to the Agreement would PG&E consider to be “significant modifications” that 

would disqualify my Offer? 

 Both the extent and materiality of modifications will be taken into consideration, as will the 

extent and materiality of one Offer’s modifications compared to other Offers’ modifications. 

Any modifications that change the balance of risks and benefits to PG&E may be 

considered “significant.” PG&E strongly recommends that Participants minimize any 

changes to the Agreement. 

 

43. Does a Participant have to be registered with CARB at the time of the Offer (March 8, 2012) or just at 

the time of delivery of Offset Credits?  If the former, is CARB already officially accepting 

registrations? (NEW 2-17)  

 The Participant does not need to be registered with CARB at the time of Offer submission. A 

Participant must be registered with CARB prior to the Delivery Date, as noted in Section 3.02 

of the Master Agreement. CARB has begun the registration process.  Please refer to their 

website for details. 

 

44. To what extent will PG&E allow a Participant to comment on the Master Agreement after being 

shortlisted, instead of at the time of Offer Submission? (NEW 2-17)   

 Modifications to the Agreement must be made at the time of Offer submission, as noted in 

Section V.B. of the RFO Protocol, in order for PG&E to evaluate Offers. 

FINANCING AND CREDIT 

 

45. Would PG&E provide up-front financing or pre-payment for Offset Credits?  

 No. 
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46. When would I get paid for the Allowances or Offset Credits I sell to PG&E via the GHG RFO? 

 Payment shall occur after delivery of the Compliance Instruments into PG&E’s Holding 

Account.  Please see Section 4.01 of the Master Agreement for details.  

 

47. What are PG&E’s collateral requirements for Offset Credits?  

 As noted in the RFO Protocol, Section VII, Participants will be required to post collateral 

equivalent with the mark-to-market value of the Offset Credits to be sold to PG&E under the 

Agreement until the Participant has delivered them to PG&E in accordance with the terms of 

the Agreement. Until PG&E determines that the Offset Credit and Allowance market is 

robust enough to accurately capture the market value of the applicable Compliance 

Instrument, Participants will be required to post up to 20% of the contract value.  Participants 

must agree to post this collateral until they have delivered the Offset Credits to PG&E in 

accordance with the terms of the Agreement. For Offset Credits specifically, following 

delivery to PG&E, Participants will be required to provide collateral equaling up to 20% of 

contract value, to be held by PG&E throughout the invalidation period applicable to the 

Offset Credits. 

 

48. Is the Performance Assurance required for all Offers? Is this something Participants propose, or does 

PG&E require it after an Offer is accepted? (NEW 2-17)  

 PG&E expects Participants to propose the Performance Assurance amount consistent with 

Section VII of the RFO Protocol in conjunction with the Offer’s pricing. The Offer’s pricing 

should be provided using the assumption that Participants must post 20% Performance 

Assurance.  

 Once PG&E has completed its Credit evaluation, PG&E will determine whether the amount 

of Performance Assurance is i) adequate, ii) can be reduced, or iii) needs to be increased 

based on the Participant’s creditworthiness and other evaluation criteria such as pricing and 

portfolio fit as discussed in Section III of the RFO Protocol.  

 Participants should be prepared to meet the performance assurance on the basis of mark-to-

market when a mark-to-market process and daily margining are implemented.  The 

performance assurance under a mark-to-market process can increase or decrease over time.  

 After Shortlisting, Participants may improve the competitiveness of their offer during 

negotiations to increase the chances of execution.   

 

49. How will PG&E determine when “the Offset Credit and Allowance market is robust enough to 

accurately capture the market value of the applicable Compliance Instrument”? (UPDATED 2-17) 

 PG&E will use its judgment to determine whether the market is robust enough to allow for 

daily margining. In the Credit Support Addendum to the Master Agreement, PG&E defines 

the “Liquid Market Trigger Date” as the date that is thirty (30) days following the date on 

which PG&E gives Notice that it will begin to calculate Agreement Exposure in accordance 

with subpart (2) of the “Agreement Exposure” definition in the Credit Support Addendum 

Paragraph 4(a).   

 Accordingly, at any time after the Participant and PG&E have entered into an Agreement, 

PG&E may elect to use a mark-to-market and daily margining process to request collateral to 

the extent that the mark-to-market value of the transaction exceeds a Participant’s unsecured 

credit line, defined as Threshold in the Agreement, if applicable. 

 

50. What happens if the required collateral amount increases/decreases?  

  PG&E will request that a Participant post more collateral when collateral requirements 

increase, and will return collateral to a Participant when collateral requirements decrease. 
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This may occur when 1) mark-to-market and daily margining has been implemented leading 

to changes to collateral requirements, 2) Products have been delivered, and for Offset Credits, 

when the invalidation period has expired, and 3) when there are changes to the unsecured 

credit granted to the Participant in the form of Thresholds as defined in the Agreement. 

Please see Section 4 of the Credit Support Addendum to the Master Agreement for details. 

 

51. How do I know if I qualify for unsecured credit? 

 During the Agreement negotiation phase and before the Agreement is executed, PG&E will 

disclose to a Participant if it has been extended unsecured credit, based on the financial 

information provided in the Offer and other sources. 

 

52. If I can post all the necessary collateral but score poorly on Credit overall, or if I score well on Credit 

but cannot post all the necessary collateral, would my Offer be rejected? 

 PG&E will review all Offers and evaluate each Offer’s merits relative to the other Offers.  

 

53. Would PG&E be willing to waive the up to 20 percent collateral requirement for Participants who 

submit forestry Offset Credits (or other eligible Offset Credits)?  

 PG&E is not willing to waive the up to 20 percent collateral requirement for Offset Credit 

Offers, regardless of project type. All Participants selling Offset Credits are subject to the 

collateral requirements based on their creditworthiness, not on the type of Offset Credit to be 

sold. 

 

54. For forestry projects that do not have buyer liability, will a Performance Assurance be applied? 

(NEW 2-17)  

Yes. All Participants selling Offset Credits are subject to the collateral requirements based on 

their creditworthiness, not on the type of Offset Credit to be sold. 

 

55. If a Forest Owner posts up to 20 percent collateral to cover invalidation risk, is PG&E willing to be 

responsible for replacing invalidated forestry Offset Credits? What about for other project types? 

 No. The Offset Credit seller will be liable for the replacement cost of its invalidated Offset 

Credit, regardless of project type.  Please review Section 5(b)(ii) of the Offset Credit 

Confirmation.  Also see Section 2(b) of the Offset Credit Confirmation regarding verification 

for Urban Forest and U.S. Forest Projects. 

 

56. For Offset Credits, does every Participant have to provide a letter of credit or cash collateral 

irrespective of their creditworthiness? (NEW 2-17)  

 Yes, for the purposes of submitting an Offer, the Participant must provide a letter of credit or 

cash as collateral. Please see Section VII of the RFO Protocol.  

 

57. For Offset Credits, what is the collateral amount due (a) upon execution of an Agreement, (b) prior to 

delivery and (c) after delivery and during the invalidation period? (NEW 2-17)  

 (a) Initial Posting Amount, which is up to 20% of the contract value of all of the Offset 

Credits to be sold to PG&E; (b) same as (a) if a mark-to-market and daily margin process has 

not been implemented; (c) if all of the Offset Credits are provided at once, then PG&E will 

retain the Initial Posting Amount, but will now consider it to be the Invalidation Security 

Amount, and PG&E will retain this amount for the remaining Invalidation Period, which will 

be provided in the Confirmation.  Please see the Credit Support Addendum to the Master 

Agreement and the Offset Credit Confirmation for more details.  
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58. If a Participant submits an Offer and subsequently experiences a delivery shortfall, will the 

Participant lose the posted collateral?  

 Depending on the whether this is the first delivery shortfall and whether the Participant is 

able to pay PG&E for the replacement value of the shortfall, along with other considerations, 

including potentially posting additional collateral, PG&E may or may not consider the 

Participant to be in default under the contract.  If the Participant is in default, then PG&E will 

have the right to draw upon the collateral posted. Please see Section 3.06 (a) of the Master 

Agreement.   For collateral implications, see the Credit Support Addendum to the Master 

Agreement. 

 

59. Would a Participant be able to remedy a delivery shortfall with delivery of additional future vintages? 

(NEW 2-17)  

 No. In the event of a shortfall, seller would pay damages. Please see Section 3.06 (a) of the 

Master Agreement for details. 

 

60. Would a delivery shortfall result in cancellation of future purchase commitments by PG&E? (NEW 2-

17) 

 Not necessarily. Please see Section 3.06 (a) of the Master Agreement. 

 

61. If my Offer is shortlisted and I post a Shortlist Deposit, but then I don’t get the permit or financing to 

build my new project, will PG&E refund my Shortlist Deposit? 

 Failure to obtaining a permit or financing needed to build a new project constitutes failure to 

perform under the Agreement. Please see Section IV.B.4 of the RFO Protocol for the 

conditions under which PG&E would return a Shortlist Deposit.  

 

62. Would my Offer Deposit be returned if I do not accept a position on the Shortlist? (NEW 2-17)  

 PG&E must have confidence that it will be evaluating and shortlisting serious offers from 

committed Participants. Therefore, PG&E retains the right to hold a Participant’s Offer 

Deposit if the Participant is shortlisted and decides not to accept a position on the Shortlist. 

 Please see Section IV.B. 4 of the RFO Protocol for the conditions under which Offer Deposits 

would be refunded.  

 

63. Would my Offer Deposit or Shortlist Deposit be returned after 120 days if I remained bound for the 

120 day Exclusivity Period? (NEW 2-17) 

 Section II.D of the RFO Protocol notes that the Exclusivity Period begins only after 

submission of a Shortlist Deposit, therefore, it does not apply to an Offer Deposit. A Shortlist 

Deposit would be returned to a Participant by PG&E under one or more of the conditions in 

Section IV.B.4 of the RFO Protocol. 

 

64. Is the Shortlist Deposit additional to the Offer Deposit, or can the Offer Deposit get rolled into the 

Shortlist Deposit? 

 The Offer Deposit can be rolled into the Shortlist Deposit.  

 

65. Would PG&E accept audited financial statements from parental guarantor?   

 Yes. All guarantors must submit financial statements in order to be evaluated. 

 

66. Could you explain the term "fixed differential"? (NEW 2-17) 

 The “Fixed Differential” represents the difference in value between the Offset Credit Offer 

Price and the Market Price for Allowances. For example, if the Offset Credit Offer Price is 
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$5/mtCO2e and the Market Price for Allowances established prior to execution of the 

Agreement is $10/mtCO2e, then the Fixed Differential is $5/mtCO2e. The Fixed Differential 

is only used to determine the replacement value of an Offset Credit, and will be determined 

by PG&E and agreed upon by the Participant prior to execution of an Offset Credit 

Confirmation. 

 

67. On what data will the Fixed Differential be based? (NEW 2-17) 

 The Fixed Differential will be based on the Offset Credit Offer price and Market Price for 

Allowances, which will be established prior to execution of the Agreement. 

 

68. Section VII of the RFO Protocol states in subsection 1 that “Subject to Section VII.2. below, 

Participants will be required to post collateral equivalent with the mark-to-market value of the 

Compliance Instruments to be sold to PG&E under the Agreement until the Participant has delivered 

the Compliance Instruments to PG&E in accordance with the terms of the Agreement.” Does this 

mean that the collateral has to be equal to the market value of the Offset Credits to be delivered? 

(NEW 2-17)  

 Before the implementation of a mark-to-market and daily margining process, collateral 

required will be up to 20% of the contract value (less any unsecured credit granted to the 

Participant) of Offset Credits to be sold to PG&E.  After the implementation of a mark-to-

market process and daily margining, collateral will be equal to the mark-to-market value (the 

difference between the market value and the contract value) of the Offset Credits to be 

delivered less any unsecured credit granted to Participant. 

 

69. Given the amount of time between Participants’ submission of pricing and when a potential 

Agreement may be negotiated and executed, if the market changes and pricing cannot be held firm 

(i.e. it goes up), is this grounds for PG&E disqualifying a Participant’s Offer and retaining the 

Shortlist Deposit? (NEW 2-17)  

 A Participant may not change the pricing in its Offer between Offer submission and posting 

of the Shortlist Deposit, as that is the period during which Offers are evaluated and 

shortlisted. As noted in Section I. C.3 of the RFO Protocol, Shortlisted Participants may 

“continually improve the competitiveness of their offer during negotiations to increase the 

chances of execution; any offer that is modified by a Participant in a way that reduces its 

value may result in its disqualification from the RFO or removal from the shortlist at any 

time.”  

 If PG&E (and not the Participant) terminated the Offer subsequent to Shortlist selection, 

PG&E would return the Shortlist Deposit. Please see Section IV.B.4 of the RFO Protocol for 

the conditions under which a Shortlist Deposit would be returned to a Participant. 

 

70. You mention that a Letter of Credit is an acceptable form of performance assurance.  Would a 

Standby Letter of Credit be acceptable? (NEW 2-17)  

 An irrevocable standby letter of credit is acceptable – please see Section IV.B.3.b of the RFO 

Protocol for more details. 

OTHER QUESTIONS 

 

71. What’s the relationship between the GHG RFO and the ClimateSmart™ RFP?  

 The GHG RFO is soliciting Allowances and Offset Credits qualified to satisfy PG&E’s 

compliance obligations under the Cap-and-Trade Regulations adopted by the CARB as part 
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of CARB’s proceeding to implement AB 32.  The ClimateSmart RFP was a solicitation for 

voluntary GHG emission reductions for the ClimateSmart program. PG&E cannot use the 

GHG emission reductions it procured for the ClimateSmart program to comply with the Cap-

and-Trade program.  

 

72. Can PG&E use the ClimateSmart™ program to comply with the Cap-and-Trade program? 

 No. PG&E cannot use the GHG emission reductions it procured for the ClimateSmart 

program to comply with the Cap-and-Trade program.  

 

73. The Protocol forbids Participants from discussing the RFO with other Participants. If I am selling my 

own Offset Credits as well as acting as an agent for my client’s Offset Credits, would I be in breach 

of contract?   

 No. In this case, you and your client would be considered Affiliates. As noted in Section VIII 

of the RFO Protocol, a Party may disclose non-public terms or conditions to the Party’s  

Affiliates, the Party’s or its Affiliates’ respective employees, lenders, investors, counsel, 

accountants or advisors who have a need to know such information and have agreed in 

writing to keep such terms confidential. 

 

74. Can I meet with PG&E staff in-person to present my proposal before the Offer deadline?  

 No. PG&E staff will not be conducting in-person meetings on Offers before the Offer 

deadline. 

 

75. How will PG&E assess the risk of future invalidation of Offset Credits by CARB? 

 PG&E will use information about projects provided via Appendix I - Offset Credit Project 

Information to assess the risks that Offset Credits from a project might be invalidated. 

 

76. Will the other California Investor-Owned Utilities be conducting GHG solicitations this year as well, 

and if so, when? 

 PG&E is not aware if or when the other California IOUs might conduct their own GHG 

solicitations. 

 

77. Why doesn’t PG&E use its CARB-allocated free Allowances for compliance with the Cap-and-Trade 

program?  

 Because PG&E, as an Investor-Owned Utility, must consign all the free Allowances allocated 

to it for sale in CARB’s auctions, PG&E cannot use them directly for compliance. Instead, 

PG&E must procure Compliance Instruments to cover its compliance obligation. 

 

78. Does PG&E expect a shortfall in the free Allowances it will be granted by CARB?  

 PG&E does not expect that the quantity of Allowances allocated to the company will change. 

Electric sector Allowance allocation is defined in the Cap-and-Trade Regulations, Subarticle 

8, § 95870. Each utility’s allocation is a function of the sector allocation, the cap adjustment 

factor and a unique percentage factor for each utility. Since PG&E does not expect any of 

these elements of the Regulations to change, we do not expect that the quantity of 

Allowances allocated to the company to change.  

 

79. Will the Participants’ Webinar be recorded and available on PG&E’s website? 

 Yes, it will be available on the GHG RFO website. 

 

http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Protocol.doc
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20I_Offset%20Credit%20Project%20Information.doc
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20I_Offset%20Credit%20Project%20Information.doc
http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/Cap%20and%20Trade%20Regulation.pdf
http://www.pge.com/b2b/energysupply/wholesaleelectricsuppliersolicitation/GHG/GHG.shtml


PG&E reserves the right to modify the answers provided at any time for any reason.  The answers 

provided herein should not replace your independent review and analysis of the material provided in the 

Solicitation Protocol, Cap and Trade Regulations, or the form Agreements. 

 

Last updated 2-17-2012   15 

 

80. If the California Cap-and-Trade program gets delayed, postponed, cancelled, or materially altered in a 

way that would affect the value of Compliance Instruments, what provisions are there in the 

Agreement to deal with these circumstances? (NEW 2-17)  

 Please see slide 31 of the Webinar presentation.  Section 3.04 of the Master Agreement 

establishes how PG&E and the counterparty will address an “Adverse Legal Determination,” 

which is defined in the Master Agreement.  The “Adverse Legal Determination” provision 

and definition should address most of the circumstances noted in your question. 

 

81. Does Delivery Date allow for transfer at any time during the particular date specified? Is a particular 

time specified? (NEW 2-17) 

 The Delivery Date will refer to a specific date (in terms of mm/dd/yyyy) as indicated in the 

Offer Form and Agreement on which the applicable Compliance Instrument must be 

transferred into PG&E’s CARB Holding Account. Delivery on that date must take place in 

time for the transfer to be recorded in PG&E’s account and be available for usage on the 

Delivery Date.    

 

82. We are a Canadian company and do not collect the information required by Appendix G: Supplier 

Diversity Questionnaire. Would PG&E accept an Offer without the Supplier Diversity Questionnaire? 

(NEW 2-17)  

 Participants are expected to provide responses for all elements of their Offer, so please 

complete the Questionnaire to the best of your abilities. If the question does not apply to you, 

please note that it is Not Applicable (N/A). 

http://www.pge.com/includes/docs/pdfs/b2b/wholesaleelectricsuppliersolicitation/GHG/2012%20GHG%20RFO%20Participants%20Webinar%20Presentation_FINAL%20FOR%20WEB.pdf
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20D_Master%20Agreement.doc
http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Appendix%20A_Offer%20Form_v1.1.xls

