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GENERAL QUESTIONS 

 

1. 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 ARB 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.  

 

2. Why is PG&E issuing the GHG Offset Credit RFO?  

a. PG&E is issuing this RFO to obtain Offers for Offset Credits to comply with Cap-and-Trade 

in a cost-effective way. 

 

3. Who can submit Offers to the GHG Offset Credit RFO? 

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

Registered with ARB and have or will have an ARB-issued Holding Account for the Cap-

and-Trade program. Please see the 2014 GHG Offset Credit RFO Protocol for all of the 

eligibility requirements. 

 

4. Where can I find information about registering with the ARB? 

a. Please consult the ARB’s website: http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm. 

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

a. The minimum Offer size for the RFO is 25,000 offset credits, which can span multiple years. 

There is no stated maximum offer size. 

b. All New Projects must receive a Positive Offset Verification Statement from an ARB-

accredited verification body within 12 months of signing an agreement with PG&E. 

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

a. Yes. Pricing at time of offer may be provided on either a fixed dollar basis per Offset Credit 

or as a fixed percentage discount relative to the price of the Intercontinental Exchange (ICE) 

California Carbon Allowance (CCA) Futures contract for the most comparable delivery 

contract.   

b. However, the contract price at execution must be on a fixed dollar basis. (ICE-based discount 

pricing will be converted to a fixed dollar basis upon preparation of execution documents.) 

 

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

a. No, Offers for Offset Credits must have firm delivery dates as specified in the Offer Form.  

OFFSET CREDIT OFFERS 

 

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

Existing or a New Project? 

a. Your project would be considered a New Project. A New Project is one that has not yet 

received a Positive Offset Verification Statement as of the RFO offer due date, but will meet 

that criteria within twelve (12) calendar months after the effective date of a PG&E 

Agreement. 

 

http://www.pge.com/includes/docs/word_xls/b2b/wholesaleelectricsuppliersolicitation/GHG/Protocol.doc
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
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9. 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? 

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

Agreement has received a Positive Offset Verification Statement from an ARB-accredited 

verification body.  The offset credits must also be issued by ARB by the time of delivery to 

PG&E. 

 

10. What Offset Credit project types (including early action) are compliant with California’s Cap-and-

Trade program? 

a. 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. 

 

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

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

California’s Cap-and-Trade Regulations.   

 

12. If PG&E buys Offset Credits from my livestock project, can it also buy the electricity generated by 

the project? 

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

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.  

 

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

use in the California Cap-and-Trade program? 

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

eligibility in future GHG Offset Credit RFOs. 

 

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

Programs other than the American Carbon Registry (ACR) or Climate Action Reserve (CAR)? 

a. No, not for the 2014 GHG Offset Credit RFO. If additional Offset Project Registries and 

Early Action Offset Programs are approved, PG&E will consider modifying future GHG 

Offset Credit RFOs. 

 

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

a. Offset Credits may come from projects located anywhere within the geographic boundaries 

defined in the ARB-approved compliance protocols.  

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

a. Yes. Participants who at a minimum have an Investment Grade Credit Rating (or a qualified 

guarantor with such rating) need not specify the Offset Credit project that will produce the 

Offset Credits; that is, Participants may deliver the contracted quantity of Offset Credits from 

any project satisfying the Cap-and-Trade Regulations and other requirements of the 

Agreement, including the requirement for a Shortened Invalidation Period. Any guarantor 

providing a guaranty to support a Participant must agree to PG&E’s form of guaranty in order 

to make this paragraph applicable.  

b. Participants who do not meet the requirements of the above paragraph must indicate the 

source project(s) and vintage(s) of the Offset Credits they are offering to PG&E. 

 

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/b2b/newgenerator/distributedgeneration/
http://www.pge.com/b2b/energysupply/wholesaleelectricsuppliersolicitation/standardcontractsforpurchase/
http://www.pge.com/rfo/


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. 

 

Version: 3-26-14  5 

 

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

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

 

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

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

“Invalidation Event,” if an Offset Credit is invalidated, then Seller shall have a one-time right 

to cure the Invalidation Event by replacing the quantity of Offset Credits subject to the 

Invalidation Event with one of the product or payment options set forth in subsections (i) 

through (iv) (“Replacement Product”) within fifteen (15) days of the date set forth in the 

Invalidation Event Notice. 

 

19. What happens if the Offset Credits I sold to PG&E are invalidated and I am not able to provide 

Replacement Product? 

a. This would constitute an Event of Default under the Confirmation Special Provision 5(a)(ii), 

and Buyer would have a right to declare an Early Transaction Termination in accordance with 

Special Provision 5(c) of the Offset Credit Confirmation. 

b. Per Special Provision 5(c) of the Confirmation, the terms and conditions of Section 9.3 and 

9.4 of the Master Agreement shall apply to such Events of Default, except that the Parties 

agree that Buyer may terminate this Transaction only.   

c. Buyer shall calculate a “Termination Payment” which for purposes of the Confirmation 

means the Settlement Amount for this Transaction only; provided that if the Event of Default 

is pursuant to Special Provision 5(a)(ii) above, the Seller shall also be liable to pay Buyer for 

the Invalidation Payment Amount (defined below).  Buyer shall give Notice to Seller of the 

Termination Payment amount due, as soon as practicable following the termination, and 

Seller shall pay such amounts within ten (10) Business Days after such Notice is given by 

Buyer.   

d. As used in this Special Provision 5(c), “Invalidation Payment Amount” shall mean the 

amount resulting from the termination of this Transaction based on the (A) quantity of Offset 

Credits subject to the Invalidation Default multiplied by the Contract Price for such Offsets 

Credit plus (B) the sum of the Gains, Losses, and Costs for the quantity of Offset Credits 

subject to the Invalidation Default, each calculated in accordance with Section 9.4 of the 

Master Agreement. 

 

20. In the event that PG&E would like to purchase only a portion of the volumes offered in by the 

counterparty (if, for example, the counterparty offers in more volume than PG&E would prefer), will 

PG&E opt to contract with a percentage of volume offered - at the same terms and structure offered 

by the counterparty?  Or would PG&E void the counterparty’s offer, if it was viewed to be too much 

volume? 

a. PG&E will consider an offer’s value in the context of our overall procurement target.  PG&E 

may choose to select a smaller volume from an offer, if available from the Participant and if 

competitive based on our evaluation. 

 

21. We would like to offer a fixed volume from a pool of projects with specific volumes from each 

project not specified.  Is this acceptable to PG&E? 

a. PG&E requires firm total delivery volume at each delivery date, as will be specified in 

Participant’s final Offset Credit Confirmation.  If a Seller does not deliver as specified in its 

Offset Credit Confirmation with PG&E, this will be considered a Seller failure to deliver 

under PG&E’s form of the Master Agreement (Section 3.6). 
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b. If a Seller of pooled credits is not investment-grade pursuant to the 2014 RFO Protocol, that 

Seller must indicate the source project(s) and vintage(s) of the Offset Credits they are 

offering to PG&E. 

c. For Sellers who are not investment-grade pursuant to the 2014 RFO Protocol, PG&E’s strong 

preference is for offers of firm delivery from each project in an offer.  However, PG&E may 

consider offers that provide firm total delivery volume at each delivery date but allow the 

actual delivered volume per project to vary.  PG&E’s consideration would depend upon the 

information provided with the offer, the terms of the offer, and the proposed terms of the 

purchase agreement.  In any such purchase agreement, PG&E would expect there to be 

minimum delivery requirements by project, and also would only expect delivery of credits 

from projects that had been previously evaluated by PG&E.  PG&E would also expect to pay 

Seller for the value of the actual delivered credits per project, if lower than the value of the 

originally contracted project volumes. 

 

22. As the seller’s offset portfolio grows, is there a process for additional projects be added to the 

“Project Information” appendix? 

a.  There is no process for additional projects to be added to the “Project Information” appendix.  

All offers from projects for consideration in this RFO must be included in the offer(s) 

submitted by the 2014 RFO offer due date. 

  OFFER SUBMITTAL AND EVALUATION 

  

23.  What is an Independent Evaluator? Why does the GHG Offset Credit RFO have one? 

a. The Independent Evaluator (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 Offset Credit RFO.  He should be copied on all correspondence to the 

GHGRFO@pge.com mailbox. 

 

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

a. 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. 

 

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

a. All Offers must be sent to PG&E in electronic form no later than the 2014 RFO offer due 

date via email to GHGRFO@pge.com and to the IE via email to 

arroyosecoconsulting@gmail.com.  The electronic documents must be in the format specified 

in Section V.B of the GHG RFO Protocol. 

 

26. Who will review the Offers? Who will select the Offers and negotiate Agreements? 

a. 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. 

 

mailto:GHGRFO@pge.com
mailto:GHGRFO@pge.com
mailto:arroyosecoconsulting@gmail.com
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27. 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 Offset Credit RFO?  

a. 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. 

 

28. Do Agreements resulting from the GHG Offset Credit RFO require CPUC approval? Why? 

a. The CPUC has provided PG&E with GHG procurement authorization for three years beyond 

the current year.  CPUC approval would be required for any Agreement that includes delivery 

of Offset Credits more than three years into the future.  

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

 

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

would disqualify my Offer? 

a. 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. 

FINANCING AND CREDIT 

 

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

a. No. 

 

31. When would I get paid for the Offset Credits I sell to PG&E via the GHG RFO? 

a. Payment shall occur after delivery of the Offset Credits into PG&E’s Holding Account.  

Please see Section 4.1 of the Master Agreement for details.  

 

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

a. As noted in the GHG Offset Credit 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 the Offset Credits to PG&E in 

accordance with the terms of the Agreement.  
b. Participants with Credit Ratings below Investment Grade will additionally be required to post 

10% of the contract value.   
c. 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.   
d. Any unsecured credit granted to Participant may offset some or all of these collateral 

requirements. 

e. Entities unable to perform daily margining may be able to meet the mark-to-market 

requirement by posting an initial collateral amount acceptable to PG&E. 
 

33. Could the required collateral amount increase or decrease?  

a. 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. 

This may occur when: 1) mark-to-market leads to changes in required margin amounts; 2) 
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Products have been delivered; 3) the applicable invalidation period has expired, and 4) 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. 

 

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

a. 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. 

 

35. 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? 

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

 

36. Would PG&E be willing to waive the collateral requirement for Participants who submit forestry 

Offset Credits?  

a. PG&E is not willing to waive the collateral requirement, 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. 

 

37. If a Forest Owner posts 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? 

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

Credit, regardless of project type.  Please review Sections 5(a) and 5(b) of the Offset Credit 

Confirmation. 

 

38. If a Participant submits an Offer and subsequently experiences a delivery shortfall, will the 

Participant lose the posted collateral?  

a. Depending on 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 3.6 (a) of the Master 

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

Agreement.  

 

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

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

OTHER QUESTIONS 

 

40. Can I meet with PG&E staff to present my proposal before the Offer deadline?  

a. No. PG&E staff will not be conducting in-person meetings to consider Offers before the 

Offer deadline.  PG&E may, however, conduct in-person meetings to answer questions from 

Participants about their eligibility, the RFO process, or requirements of Participants, if those 

questions have not already been answered in these FAQs or other RFO materials.  

Information shared with any Participants will be posted for all Participants on the RFO 

website in this FAQ document or other medium. 
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41. Will the Outreach Session and Participants’ Webinar be recorded and available on PG&E’s website? 

 

a. Yes, PG&E plans to make the presentation recordings available on the GHG Offset Credit 

RFO website. 

 

42. When will short-listed participants receive final notification that volumes will, or will not, be 

purchased by PG&E? 

 
a. The timing and progress of negotiations may depend on the extent of any proposed mark-up 

to the form Agreement and to the extent other parties are negotiating at the same time.  

Reaching an executed contract will depend on the progress made during negotiations and will 

be subject to final management approval.   PG&E has specified a target date to conclude the 

RFO in the 2014 RFO schedule. 

 

43. The counterparty and PG&E already have established lines of credit, can the counterparty assume that 

it would qualify for a credit line regarding this RFO?  If so, how does the counterparty approximate 

the magnitude of that line of credit? 

 

a. The counterparty would be expected to qualify for some amount of unsecured credit in 

regards to collateral posted under an executed Agreement.  To know what the amount will be, 

please let us know your proposed guarantor.  Any guarantor providing a guaranty to support a 

Participant must agree to PG&E’s form of guaranty. 

b. After receiving that information, our Credit department will review the information taking 

into consideration the existing credit and use of the lines already extended to the counterparty 

and make a determination as to the exact amount of credit that will be granted to you. 
  

44. Will PG&E waive the 20% Invalidation Security if the Participant provides Invalidation insurance? 

 

a. Insurance products may be offered to meet some credit requirements.  Offers with insurance 

products will be deemed “non-conforming” offers, although PG&E may consider these offers 

for shortlisting. 

 

45. Does PG&E need CPUC approval to accept Invalidation Insurance? 

 

a. PG&E may consider accepting invalidation insurance if it determined that the insurance is 

appropriate collateral, as required by CPUC Decision 12-04-046 issued in Rulemaking 10-05-

006.  That determination would depend on, at a minimum, the details of the specific 

insurance policy and transaction.  PG&E reserves the right to seek CPUC approval of a 

specific transaction that involves the use of insurance, and would decide whether to do so 

after review of the specific policy and transaction. 
 


