Dear NAESB Committee:

I believe that this effort is a critical component necessary to move the energy industry into a mainstream market where customers are educated and understand the choices available to them.  We have a lot of work ahead of us to establish confidence with consumers given the poor performance the energy industry has had over the past several years.  Standardization of energy contracts will help bridge the gap that exists between energy consumers and the energy industry.  Establishing common terminology and standards for energy contracting will help take much of the mystery and skepticism out of the equation for consumers that want to take advantage of the many products and services now available in the energy industry.

With that in mind, I would like to propose the following suggestions:

1) BILLING - I believe billing is one of the most important (if not the most) aspect of the energy transaction to consumers.  I think the NAESB Retail Contract should include a section on Billing, Payment and Audits similar to the NAESB wholesale agreement (see Section 7 of the NAESB).  Standardizing billing options, billing line items and payment options from a contractual perspective will assist in consumers having consistency in what they can expect from region to region.

From the supplier’s perspective, clear payment instructions are critical given the level of pricing that energy has been at for the past few years.  Customers need to have a clear understanding and description of the payment process and the actions that will be taken if there are disputes or errors.

2) CREDIT - The high cost of energy affects credit requirements and the ability for consumer’s to transact forward hedges.  I think a section should be included to address credit options because many retail consumers may not understand the magnitude of the credit requirements associate with energy products.   A standardized approach for establishing a Letter of Credit, a parent guarantee, prepayment or other credit tool would go a long way in educating the customer on what options they have.  Establishing the credit options in advance will help to prevent misunderstandings and missed market buying opportunities in the future.  A standard LC or Credit support Addendum should be a part of the NAESB Retail package.

3) PURCHASE VOLUMES & BALANCING– It is important for consumers to understand the obligations associated with buying ratable energy or full requirement energy.  The obligations associated with monthly scheduling and fixed price volumes need to be clearly communicated and explained to consumers.  The energy industry puts a value on optionality and flexibility so consumers need to be aware of those costs and also be educated on options they have to elect different levels of risk.  The contract should have a place for retail customer to elect full requirements or block energy purchases.  This section should provide a clear explanation of the balancing method employed depending on the consumers election of full requirements or block energy.

4) ABILITY to DESIGNATE GAS, ELECTRICITY or BOTH – If the use of the terms Gas and Electricity where changed to Energy in the contract, then a check box on the cover page could be used to designate the contract as a gas contract, an electricity contract or both.  I would like to have the option of making the entire agreement relevant to either gas or electricity.  It may lessen the confusion consumers may have when trying to figure out what terminology applies to gas versus electricity.

I apologize for the tardiness of my comments but I do hope they are of some value.

Sincerely,

Marc Estrada

Aaxiom Energy Marketing, Inc.

 
   Marc Estrada
 www.aaxiominc.com


From: Jack Mason
Sent: Thursday, March 16, 2006 4:01 PM
To: Jack Mason
Subject: NAESB Draft Contract for Retail Sale/Purchase of Natural Gas or Electricity: Request for Informal Comments
Dear Retail Energy Industry Participant:
In August 2005, based on a request from EnergyWindow, the North American Energy Standard Board (NAESB) Retail Electric Quadrant/Retail Gas Quadrant (REQ/RGQ) Executive Committees (EC) formed a joint Retail Contracts Subcommittee to develop a base contract for the retail sale of natural gas or electricity.  The subcommittee has developed a draft contract and is requesting informal industry comments prior to submission of the contract to the REQ/RGQ EC.  The subcommittee expects to vote the draft recommendation out of subcommittee and to the REQ/RGQ (EC) on March 31, 2006 or soon thereafter.  After the recommendation is submitted to the REQ/RGQ EC, it will be posted for a formal 30 day comment period.  

Please consider reviewing the draft contract and returning any comments you have on the document to the NAESB Office (naesb@naesb.org or 713-356-0067 fax) by 5:00 p.m. CST on March 29, 2006.  If you have any questions or need further assistance, feel free to contact the NAESB Office at 713-356-0060.  Comments submitted will be reviewed during the Retail Contracts Subcommittee conference call scheduled for March 31, 2006 (from 9:30 a.m. to 3:30 p.m. CST).  The subcommittee strongly encourages interested industry parties to participate in the meeting.  Please call the NAESB office at 713-356-0060 for instructions how to join the conference call.  Please note that the March 31st conference call meeting with web conferencing is an open meeting, as with all NAESB meetings, regardless of membership status in NAESB.  No fee will be charged for participation in the conference call.
Supporting documentation is located on the Retail Contracts Subcommittee page at http://www.naesb.org/retail_contracts.asp.  The draft contract, a single document intended for use in either retail natural gas or electric transactions, is available at http://www.naesb.org/pdf2/retail_contracts031306base_contract.doc.  The committee also developed, from the existing NAESB Wholesale Base Contract for the Sale/Purchase of Natural Gas and numerous examples of retail gas and electric contracts in use in the industry, a list (List of Possible Contract Sections) of potential contract topic areas.  The committee developed contract language for those areas that, in their judgment, had potential for universal use and language in retail transactions.  Approximately 50 of the topical areas met that criteria and are addressed in the draft retail base contract.  The Retail Contracts Subcommittee has included those areas that did not meet the universality criteria, as well as those that did, into a Draft User Guide for the base retail contract.  The main purpose of this list to notify users of the contract as to additional clauses that parties may wish to include in a special provision of the contract.  The subcommittee also encourages comments on this document.  
The concept of a standard contract is not that everyone should adopt the contract in toto.  Rather, the availability of a standard industry reference could reduce the amount of time and effort associated with negotiating contracts and reduce lost savings (for buyers) or revenue (for suppliers).  This is very much like the use of the existing (wholesale) NAESB Base Contract for the Sale/Purchase of Natural Gas.  Hopefully, the document upon which the Subcommittee has been working can be more suitable and effective for use in retail transactions.  The investment of a small amount of your or your legal staff's time providing input at this point could pay off for you and your company in the future.  Providing comments now rather than after it is posted for formal comments could improve the draft version and result in greater overall process efficiency.
I have been a member of the Subcommittee and agreed to send this request to some of our contacts in the industry.  I hope you will consider the request and invest some time in providing comments.  Thanks for your consideration.

Jack Mason

