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 OFFSET CREDIT CONFIRMATION
This Confirmation confirms a Transaction under the Master Agreement by and between San Diego Gas & Electric Company (“SDG&E” or “Party A” “or “Buyer”) and [_______________________] (“Party B” or “Seller”), dated _____________ (the “Master Agreement”) pursuant to which Buyer shall purchase and Seller shall sell Product to Buyer on the Delivery Dates on the terms set forth in the Master Agreement, Credit Support Addendum and this Confirmation (collectively the “Transaction Documents”).  All capitalized terms are defined in the Master Agreement or the Credit Support Addendum, and if not therein, in the Cap-and-Trade Regulations, unless otherwise defined in this Confirmation.
Product: Offset Credit
Transaction Date:  ___________________________________
Seller:  _______________________________________
Buyer:  _______________________________________
Quantity:  _____________________________________
Offset Credit Vintage Year:  _______________________
Contract Price (dollars per Offset Credit):  $__________/Offset Credit
Delivery Date:  ________________________________
 [If Seller is delivering in Offset Credits with multiple Vintage Years, Delivery Dates, and/or Contract Prices, please use the chart below and delete duplicate provisions above.  Please delete the chart below if it is not applicable for this Transaction]
	Quantity
	Delivery Date
	Vintage Year
	Contract Price 

(dollars per Offset Credit)

	
	
	
	


SPECIAL PROVISIONS
1.
Confirmation Effective Date.  This Confirmation Effective Date shall be the same as the Transaction Date, specified above.  This Confirmation shall be effective upon execution by the authorized representatives of each of Buyer and Seller. 

[NOTE TO BIDDERS:  SDG&E may need to obtain CPUC approval for certain transactions: The effectiveness of this Confirmation is conditioned upon satisfaction of the following condition precedent:  Buyer receives CPUC Approval of the Transaction.
The date on which the Condition Precedent is satisfied shall be the “Confirmation Effective Date.”  If the condition precedent set forth in subpart (b) is not satisfied, or waived in writing, by both Parties on or before two hundred and forty (240) days from the date on which Buyer files this Transaction with the CPUC for CPUC Approval, then either Party may terminate this Transaction effective upon Notice to the other Party.  Neither Party shall have any obligation or liability to the other, including for a Termination Payment or otherwise, upon such termination.]
2.
Offset Credits and Transfer.  Seller shall sell and Deliver, and Buyer shall purchase and receive, or cause to be received, the Offset Credits as set forth in this Confirmation.  Seller shall cause all such Offset Credits to:
(a)
result from the use of the following: [Seller to indicate Offset Credit and Project type]
⁫
Compliance Offset Protocol using one of the following pursuant to the Cap- and-Trade Regulations: 
⁫
Livestock Project
    Mine Methane Capture Project
⁫
Ozone Depleting Substances Project
⁫
Urban Forest Project
⁫
U.S. Forest Project
OR
⁫
Early Action Offset Program (as defined in the Cap-and-Trade Regulation) using one of the following: [Seller to indicate Protocol version] 
⁫
Climate Action Reserve U.S. Livestock Project Protocol version [__]
     Climate Action Reserve Coal Mine Methane Project Protocol version [__]
⁫

⁫
Climate Action Reserve Ozone Depleting Substances Project version [__]
    Climate Action Reserve Urban Forest Project Protocol version [__]

⁫
Climate Action Reserve Forest Project Protocol version [__]
(b)
have a decreased timeframe for invalidation by CARB pursuant to the Cap- and-Trade Regulations, as Seller shall 
⁫
have a subsequent Offset Project Data Report verified by a different offset verification body that issues a Positive Offset Verification Statement or Qualified Positive Offset Verification Statement (as these terms are used in the Cap-and-Trade Regulations) within three (3) years of issuance of the Offset Credit pursuant to the Cap-and-Trade Regulations and such report and statement are accepted by CARB; and [Only for Livestock, Mine Methane Capture, Urban Forest and U.S. Forest Projects that have a subsequent Offset Project Data Report available ] 
OR
⁫
re-verify the existing Offset Project Data Report by a different offset verification body within three (3) years of issuance of the Offset Credit pursuant to the Cap-and-Trade Regulations and such report and statement are accepted by CARB; and [Available to all Projects that do not have a subsequent Offset Project Data Report available.]
(c)
be generated from an Offset Project that is, as of the Transaction Date:
⁫
an Existing Project.
(d)
Transfer of Offset Credits.  In addition to the Parties’ obligations under Section 3.03 of the Master Agreement (Transfer of Product), the Parties shall work in good faith to provide one another with the information provided in the “Compliance Instrument Transfer Worksheet” template attached hereto as Attachment II, at least ten (10) days prior to the [each] Delivery Date; provided that such worksheet may be modified by either Party with Notice to reflect modifications to the Tracking System requirements or Cap-and-Trade Regulations or for clarification purposes. For sake of certainty, failure of either Party to complete the Compliance Instrument Transfer Worksheet shall not relieve either Party of its obligations under Section 3.03 of the Master Agreement.
3.
Representations and Warranties.  Each Party represents and warrants that the representations set forth in Article 7 of the Master Agreement are true and correct.
(a)
Further Seller Representations and Warranties.  Without limiting any other representation or warranty made by Seller, Seller further represents and warrants to Buyer that:
(i)
The Offset Credits will result from an Existing Project.
(ii)
Seller has not sold the Offset Credits or GHG Emission Reductions relating to the Offset Credits or any part thereof (by natural gas agreement or otherwise) to any other person or entity, including any Governmental Authority. 
(iii)
The Offset Credits have not been issued in another program with the same Offset Project Boundary for the same Reporting Period in which the Offset Credits were issued for GHG Emission Reductions; or as required pursuant to the Cap-and-Trade Regulations.
(iv)
The Offset Project Data Report for the Offset Credits does not contain errors that overstate the amount of GHG Reductions by more than five percent (5%). 
(v)
The Offset Project activity and implementation of the Offset Project was in accordance with Law during the Reporting Period for which the Offset Credits were issued.
(vi)
Seller has obtained written evidence, satisfactory to Buyer, from each Project Participant establishing Seller’s right, title and ownership to the GHG Emissions Reductions from the Offset Project and the Offset Credits.  Neither Seller, nor any of its Affiliates or its customers, have claimed any Offset Credits, to be sold or Delivered to Buyer hereunder,  from the Offset Project or any part thereof, including the GHG Emission Reductions, as part of its own carbon inventory, footprint, or other carbon statement or declaration.  
(vii)
Seller has complied with all Laws and the Compliance Offset Protocols (and the Early Action Offset Program if applicable) to ensure that the Product qualifies as an Offset Credit pursuant to the Cap-and-Trade Regulations and the Product and the transfer of Product hereunder complies with all Cap-and-Trade Regulations.

(viii)
[Seller is not the Forest Owner and Seller has obtained sufficient written evidence from the Forest Owner that if the Offset Project is terminated for any reason except an Unintentional Reversal, the Forest Owner must replace any Offset Credits that have previously been issued and retired based on the Cap-and-Trade Regulations and the Compliance Offset Protocol.] [Seller to delete representation if Offset Project is not a U.S. Forest Offset Project or if it is a U.S. Forest Project but Seller is the Forest Owner.]
(ix)
[The ODS that is the basis for the Offset Project has been sourced exclusively within the United States and Seller has sufficient written evidence to substantiate the origination of the ODS for the Offset Project.] [Seller to delete representation if Offset Project is not an ODS Offset Project] 
(b)
Continuing Nature of Representations and Warranties.  Seller makes the representations and warranties set forth in this Special Provision 3 as of the Confirmation Effective Date and on each Delivery Date.  In addition, Seller makes the representations and warranties in Special Provisions 3(a)(iii) through (v) (“Invalidation Representations”) continuously throughout the Invalidation Term. 
4.
Seller Obligations and Covenants.
(a)
Reserved
(b)
Listing.  Seller shall comply with all listing requirements of the Compliance Offset Protocol for the Offset Project throughout the Invalidation Term.  [If the Offset Credit is initially from an Early Action Offset Program, then Seller shall remove or cancel the Registry Offset Credit from the Offset Project Registry according to the Cap-and-Trade Regulations.] [Seller to delete bracketed provision if the Offset Credit is not a Registry Offset Credit.] 
(c)
Operation of the Offset Project.  During the Invalidation Term, in order for the Offset Project to produce, and Seller to Deliver and maintain the validity of, the Offset Credits, Seller shall operate and maintain the Offset Project in a competent and prudent manner and in compliance with Law, and obtain and maintain in full force and effect all Project Documents.  On the first Delivery Date, Seller shall provide Buyer with Notice of the Offset Project’s Verifier or Verification Body and thereafter shall provide Buyer with prompt Notice of change of the Offset Project’s Verifier or Verification Body.
(d)
Costs and Expenses.  During the Invalidation Term, Seller shall bear all costs and expenses of the Offset Project maintenance and operation, including all CARB and Verifier fees and expenses, royalties, license fees or other charges for licenses and intellectual property for designs, processes, equipment, technology, published or unpublished data, information or materials in connection with the Offset Project or the Delivery or sale of the Offset Credits.  
(e)
Double Selling.  During the Invalidation Term, Seller shall not attempt to sell the Offset Credits or GHG Emission Reductions relating to the Offset Credits or any part thereof (by natural gas agreement or otherwise) to any other person or entity, including any Governmental Authority.
5.
Seller Events of Default and Early Transaction Termination.  
(a)
In addition to the events constituting an Event of Default in the Master Agreement, the occurrence of any of the following shall constitute an Event of Default by Seller:
(i)
if at any time Seller Delivers or attempts to Deliver to Buyer for sale under this Agreement Offset Credits that were not generated by the Offset Project;
(ii)
any Invalidation Representation is or becomes untrue, incorrect or incomplete in all respects, if not remedied within five (5) Business Day after Notice (“Invalidation Event”);

(iii)
[Seller fails to (A) achieve the status of an Existing Project or (B) demonstrate that the New Project has become an Existing Project, within twelve (12) calendar months from the Confirmation Effective Date;]  or
 (b)
Early Transaction Termination.  
(i)
If an Event of Default has occurred pursuant to Special Provision 5(a) (i), (ii) or (iii), (each a “Confirmation Termination Event”), the terms and conditions of Section 9.3 and 9.4 of the Master Agreement shall apply to such Confirmation Termination Event and Buyer may terminate this Transaction only and calculate a Settlement Amount for this Transaction only; provided that, neither Party shall have the right to accelerate any amounts owing between the Parties nor liquidate or terminate any other Transactions under Section 9.3 of the Master Agreement due to a Confirmation Termination Event, unless there is an Event of Default other than a Confirmation Termination Event. 
(ii)
If the Event of Default is an Invalidation Event, then in addition to the Settlement Amount for this Transaction pursuant to Special Provision 5(b)(i), Buyer as the Non-Defaulting Party shall calculate the amount resulting from the termination of this Transaction due to an Invalidation Event (“Invalidation Termination Payment”) based on the (A) quantity of Offset Credits subject to the Invalidation Event 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 Event, each calculated in accordance with Section 9.04 of the Master Agreement.
6.
Force Majeure.  If Seller is rendered unable, wholly or in part, by Force Majeure to carry out its material obligations with respect hereto, which prevents or delays performance, then upon Seller’s giving oral or informal notice and full particulars of such Force Majeure as soon as reasonably possible after the occurrence of the cause relied upon, but in no event more than five (5) Business Days after such cause has commenced, such notice to be confirmed by Notice to Buyer, then the obligations of Seller will, to the extent they are affected by such Force Majeure, be suspended during the continuance of said inability, but for no longer period, and the Seller will not be liable to Buyer for, or on account of, any loss, damage, injury or expense resulting from, or arising out of such event of Force Majeure.  Buyer has until the end of the twentieth (20th) Business Day following such receipt, to provide Notice to Seller that it objects to or disputes the existence of an event of Force Majeure.
(a)
“Force Majeure” means any event or circumstance that wholly or partly prevents or delays the performance of any material obligation arising hereunder, but only if and to the extent (1) such event is not within the reasonable control, directly or indirectly, of Seller, (2) Seller has taken all reasonable precautions and measures in order to prevent or avoid such event or mitigate the effect of such event on Seller’s ability to perform its obligations hereunder and which by the exercise of due diligence Seller could not reasonably have been expected to avoid and which by the exercise of due diligence it has been unable to overcome, and (3) such event is not the direct or indirect result of the negligence or the failure of, or caused by, Seller.  Subject to the foregoing, events that could qualify as Force Majeure include earthquake, explosion, or other catastrophic event not related to or enhanced by climate change; or war (declared or undeclared), riot or similar civil disturbance, acts of the public enemy (including acts of terrorism), sabotage, blockage, insurrection, revolution, expropriation or confiscation; provided, however, that Force Majeure may not be based on: 
(i)
Seller’s ability to sell the Offset Credits for more than the Contract Price;
(ii)
Seller’s inability to obtain Project Documents or approvals of any type for the construction, operation or maintenance of the Offset Project;
(iii)
forest fire, insect infestation or disease affecting trees, plants or livestock, no matter how pervasive or destructive; 
(iv)
Seller’s inability to obtain sufficient fuel, power or materials to operate the Offset Project, except if Seller’s inability to obtain sufficient fuel, power or materials is caused solely by an event of Force Majeure of the specific type described herein;
(v)
Seller’s failure to obtain additional funds or financing, including funds authorized by a Governmental Authority, to supplement the Offset Project or the Contract Price for the Offset Credits;
(vi)
a strike, work stoppage or labor dispute limited only to any one or more of Seller, Seller’s Affiliates, or any contractor or subcontractor thereof or any other third party employed by Seller to work on the Offset Project;
(vii)
any equipment failure unless such equipment failure is caused solely by an event of Force Majeure of the specific type described above; or 
(viii)
a general increase in prevailing regional wages.
(b)
Force Majeure Does Not Affect Other Obligations.  No obligations of either Party that arose before the Force Majeure causing the suspension of performance, or that arise after the cessation of the Force Majeure, shall be excused by the Force Majeure. 
(c)
Termination for Force Majeure.  Buyer may terminate this Agreement by Notice to Seller without further liability of either Party to the other Party in the event of a Force Majeure which prevents Seller from (i) meeting a Milestone; or (ii) Delivering the Offset Credits for ninety (90) days from the original Delivery Date provided in this Confirmation.
7.
Dispute Resolution.  Without limiting Article 13 of the Master Agreement, any disputes relating to the compliance with the Protocols must be arbitrated with a report delivered by an individual selected from CARB Verifiers or Verification Bodies, with such individual to be selected by the arbitrator selected pursuant to the AAA’s Commercial Arbitration Rules. 
8.
Access to Premises.  During the Confirmation Term, Buyer and its respective authorized agents or employees shall have the right to enter upon the Offset Project premises on reasonable advance Notice during normal business hours and for any purposes connected herewith.  In no event shall Buyer exercise this right to cause any person to go onto any portion of the Offset Project premises when entry upon such Offset Project premises is unsafe, and Seller shall determine and advise Buyer in advance if any proposed entry is potentially unsafe.
9.
Definitions. 
“Affiliate” means, with respect to any person or entity, any other person or entity (other than an individual) that (a) directly or indirectly, through one or more intermediaries, controls, or is controlled by such person or entity or (b) is under common control with such person or entity.  For this purpose, “control” means the direct or indirect ownership of fifty percent (50%) or more of the outstanding capital stock or other equity interests having ordinary voting power.

“Compliance Offset Protocol” is defined in the Cap-and-Trade Regulations and which is applicable to the Offset Project.
“Confirmation Effective Date” is defined in Special Provision 1. 
“Confirmation Term” means the time period from the Confirmation Effective Date and ending with the last Delivery Date.
“Existing Project” means an Offset Project that has received at least one Positive Offset Verification Statement as of the Transaction Date.

“Force Majeure” is defined in Special Provision 6(a).
“GHG Emission Reduction” is defined in the Cap-and-Trade Regulations, and for purposes of this Confirmation, includes GHG reductions, GHG Removal Enhancement, Direct GHG Removal Enhancements, and Direct GHG Emission Reductions as those terms are used in the Cap-and-Trade Regulations. 
“Invalidation Period” means either (a) three (3) years from the issuance of the Offset Credit that has been Delivered by Seller to Buyer pursuant to this Transaction if Seller has indicated a decreased timeframe for invalidation in Special Provision 3(b) or (b) eight (8) years from the issuance of the Offset Credit that  has been Delivered by Seller to Buyer pursuant to this Transaction if Seller has not indicated a decreased timeframe for invalidation in Special Provision 3(b).
“Invalidation Term” means the period from the Transaction Date through the later of (a) the last day of the Invalidation Period or (b) the last day of the Delivery Term.
 “Listing” means that the Offset Project is listed with CARB or such entity designated by CARB according to the Cap-and-Trade Regulations.
“Livestock Project” means an Offset Project meeting the requirements of Compliance Offset Protocol Livestock Projects, incorporated by reference in the Cap-and-Trade Regulations. 
“Milestones” means the key development activities required for the construction, installation, and operation of the Offset Project as set forth in this Confirmation.
“Mine Methane Capture Project” means an Offset Project meeting the requirements of Compliance Offset Protocol Mine Methane Capture Projects, incorporated by reference in the Cap-and-Trade Regulations.
“New Project” means an Offset Project that will have received at least one Positive Offset Verification Statement from a Verification Body within twelve (12) calendar months from the Confirmation Effective Date.
“Offset Project” is defined in the Cap-and-Trade Regulations and is more particularly described in Attachment I for purposes of this Transaction.
“Offset Project Data Report” is defined in the Cap-and-Trade Regulations.
“Offset Project Operator” is defined in the Cap-and-Trade Regulations and is more particularly described in Attachment I for purposes of this Transaction.
“Offset Verification Statement” is defined in the Cap-and-Trade Regulations. 
“Ozone Depleting Substances” or “ODS” is defined in the Cap-and-Trade Regulations.

“Ozone Depleting Substances Project” means an Offset Project meeting the requirements of Compliance Offset Protocol Ozone Depleting Substances Projects, incorporated by reference in the Cap-and-Trade Regulations. 
 “Project Documents” means those documents and information set forth in the Compliance Offset Protocols in order for the Project to be listed or to satisfy the listing obligations set forth in such protocol, along with any additional information specified in the Cap-and-Trade Regulations.
“Project Participant” means an owner of any interest in the real or personal property involved in the Offset Project. 
“Urban Forest Project” means an Offset Project meeting the requirements of Compliance Offset Protocol Urban Forest Projects, incorporated by reference in the Cap-and-Trade Regulations. 
“U.S. Forest Project” means an Offset Project meeting the requirements of Compliance Offset Protocol U.S. Forest Projects, incorporated by reference in the Cap-and-Trade Regulations. 
“Verification Body” is defined in the Cap-and-Trade Regulations. 
“Verifier” is defined in the Cap-and-Trade Regulations. 
	San Diego Gas & Electric Company, a California corporation
	Seller

	Signature:
	
	Signature:
	

	Name:
	
	Name:
	

	Title:
	
	Title:
	

	Date:
	
	Date:
	


ATTACHMENT I to OFFSET CREDIT CONFIRMATION
OFFSET PROJECT DESCRIPTION
[Seller to insert description]

ATTACHMENT II to OFFSET CREDIT CONFIRMATION
COMPLIANCE INSTRUMENT TRANSFER WORKSHEET
To initiate and complete transfers in the Compliance Instrument Tracking System Service, the following information must be completed and provided to San Diego Gas & Electric Company within [timeframe].
Transferring Account Detail as Registered with CARB
	ARB Legal Name
	

	ARB Operating Name
	

	CITSS Account Number
	

	Entity Reference Code
	

	Vintage Year
	

	Compliance Instrument Type (Allowance or Offset Credit)
	

	Project Code
	

	Quantity
	

	Price ($/Compliance Instrument)
	

	Actual or Expected Settlement Date
	

	Agreement Date
	

	PAR or AAR Contact Name
	

	PAR or AAR Contact Phone
	

	PAR or AAR Contact E-mail
	

	For Offset Credits only: Date on which CARB issued the Offset Credit per the Cap-and-Trade Regulations
	


Receiving Account Information
	ARB Legal Name
	

	ARB Operating Name
	

	Entity Reference Code
	

	CITSS Account Number
	

	PAR or AAR Contact Name
	

	PAR or AAR Contact Phone
	

	PAR or AAR Contact E-mail
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