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1. If Seller is taking liability for invalidation, why is collateral required? 
a. The Invalidation Security Amount secures the counterparty’s obligation to replace the value of any 

invalidated offset credits.  Please see answer to #4 below. 
 

2. How would the collateral amount be calculated for offers  made on an indexed price basis? 
a. Offers may be made on an indexed basis only during the course of negotiation.   Prior to execution, the 

offer price would be converted to a fixed dollar amount so that the executed contract would be for a 
fixed price amount.  The collateral amount would then be calculated on the basis of that fixed dollar 
contract value. 
 

3. Is the 20% invalidation security only required from non-investment grade entities? 
a. No.  The 20% Invalidation Security Amount is part of the mark-to-market margining mechanism that is 

described in our credit support addendum and applies to all counterparties regardless of credit quality.  
Investment-grade entities may be eligible for a fixed amount of unsecured credit based on their or their 
guarantor’s credit strength.  The unsecured line of credit may then be applied toward the daily 
margining amount. 
 

4. Is the collateral requirement specifically pursuant to CPUC requirement? 
a. The CPUC requires investor-owned utilities to apply their standard credit and collateral requirements, 

and that the collateral be appropriate to secure the invalidation liability.  PG&E has designed its 
methodology to fulfill that requirement. 
 

5. Is it a CPUC stipulation that the seller bear the invalidation risk? 
a. Yes. 

 
6. Would insurance qualify to meet the terms of the Invalidation Security requirement? 

a. Insurance products may be offered to meet some credit requirements.  While these will be deemed 
non-conforming offers, PG&E may elect to evaluate such offers.   

 
7. Would PG&E extend unsecured credit to a counterparty based on an existing line of credit for power or gas? 

a. Upon receiving an offer, PG&E’s Credit department would evaluate the financial information submitted 
by the Participant to determine whether unsecured credit would be available to the Participant.  

 
8. What prices is PG&E using to calculate mark-to-market collateral?  Is it specific to each transaction 

Confirmation? 
a. PG&E calculates mark-to-market exposure for offset credits using the market price, based on index and 

broker quotes, for allowances less a “fixed differential,” which represents the offset credit discount 
relative to allowances.  The fixed differential is a dollar amount that PG&E and the seller would 
negotiate and specify in the applicable Confirmation prior to execution of that Confirmation. 


