EEI Comments on the NAESB Draft Request
for Standards on Energy Market Product Definitions

The Edison Electric Institute (“EEI”) has developed the EEI Master Agreement and related products to provide greater liquidity and reduce legal risk and transactions costs in the wholesale electricity markets.  These agreements, which are commonly used for wholesale electric transactions nationwide, are available to the public at http://www.eei.org/industry_issues/legal_and_business_practices/index.htm.  The EEI Drafting Committee is a group of energy trading lawyers who represent all segments of the electric industry.  The Drafting Committee has just begun an effort to develop new products.  In response to the NAESB request for comments on the draft request for standards on Energy Market Product Definitions, EEI submits the following comments on behalf of the Drafting Committee.

EEI has substantial concerns with this request.  First, defining new products that differ from existing WSPP and EEI products that are traded, but which products bear similar names (e.g. “firm energy”), will cause confusion in the wholesale market if market participants are not clear that the NAESB products are different products.  For example, although the “firm energy” NAESB definition proposed may be similar to “Schedule C firm power,” which is traded under the WSPP agreement, and “WSPP Schedule C,” which is traded under the EEI in the west, legally it is a different product. 
  Second, the proposed definitions appear to be an attempt to address a generally recognized lack of clarity about whether and when Schedule C, one of the WSPP product definitions, requires reserves.  The WSPP has not yet been able to resolve this issue, despite over two years of discussion.  While the EEI Drafting Committee agrees that the industry would benefit from clarifying this ambiguity, EEI is concerned that the NAESB process will not attract people with the needed expertise and interest in this matter, or involve the full WSPP membership.  The NAESB process should not be used as a forum for side tracking existing disputes without input from all affected parties.

Third, if this standards request is filed and moves forward through the NAESB process, NAESB should be clear about its goal, whether it is defining regional products or national products and how those products are intended to be used.  Where NAESB is developing a product to be used with existing master agreements, NAESB should work with the sponsors of those agreements, in this case WSPP or EEI, to ensure consistency.  Otherwise, the NAESB effort will confuse, not help, the existing wholesale electricity trading markets because unclear definitions will unnecessarily tie up transmission capacity, preventing repathing, and reducing liquidity.
Fourth, the proposed definition refers to the underlying contract, so it is difficult to see how NAESB could adopt the proposed definition as a standard independent of the trading contracts.
Members of the Drafting Committee plan to participate in Monday’s meeting.  If you have any questions regarding these comments, please call Melissa Lauderdale at 202-508-5616 or mlauderdale@eei.org.
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