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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org


Home Page: www.naesb.org

   via posting

TO:
Joint Retail Electric Quadrant and Retail Gas Quadrant Contracts Subcommittee and Posting for Interested Parties
FROM:
DeDe Kirby, Meeting/Project Manager

RE:
Joint REQ and RGQ Contracts Subcommittee Conference Call Meeting with Web Conferencing Final Minutes – April 19, 2006
DATE:
May 2, 2006
RETAIL ELECTRIC QUADRANT AND RETAIL GAS QUADRANT

JOINT CONTRACTS SUBCOMMITTEE Conference call MEETING

April 19, 2006
final MINUTES
1. Administrative

Ms. McCain opened the meeting and welcomed participants.  Ms. Kirby read the antitrust guidelines.  Participants introduced themselves.  Ms. Kirby noted that she had finished the 3/31/06 draft minutes on April 18th.  Ms. McCain stated that it was appropriate to delay adoption of these minutes until the May 4th meeting.  Mr. Overtree moved to adopt the modified agenda and Mr. Zavodnick seconded the motion.  The agenda was adopted as revised by consensus.  Mr. Overtree moved to adopt the 2/17/06 and 3/6/06 minutes and Mr. Zavodnick seconded the motion.  The two sets of minutes were adopted by consensus. 
2. Continue review of informal comments on Draft Contract
Ms. McCain noted that the group had previously left off reviewing comments on the draft base contract at footnote 11 (this does not include other footnotes later in the document that were also addressed.)  Ms. McCain stated that the definitions for the terms to be added from the March 31, 2006 meeting would be found in the updates that are now in progress for the Retail Glossary.  Ms. Kirby copied the definitions into the draft base contract.

Mr. Strohmeier noted that at a minimum, “material breach” should be included in the definition of “Event of Default.”  Mr. Overtree noted that in his review of contracts used in the retail gas and electric industries, “material breach” was the most common term included for an event of default.  He added that creditworthiness and bankruptcy were not as common.  Mr. Overtree noted that default was an example of how the Retail Contracts Subcommittee could either suggest a best practice in the contract or reflect what is currently being done in the industry.  Mr. Mason noted that the contract was incomplete without some language indicating what a default is.  The group accepted Constellation’s comments reflected in footnote 12 and made additional revisions to the definition of “Event of Default.” 

The group discussed the original intent of the contract.  Mr. Overtree noted that the contract could not be written to cover every type of deal in every state.  He added that approaching the drafting of the contract with this perspective would delay completion for an indeterminable amount of time.  Mr. Mason stated that the original intent behind submitting the request to draft the contract was to reduce the effort in negotiating retail contracts.  However, he added that most of the retail suppliers that used the WGQ Base Contract accepted the contract as is.  Mr. Strohmeier added that for those unwilling to review the contract in detail, the language added to “Event of Default” would give them a minimum amount of direction and leave them better off than the alternative of no direction.  He also added that further explanation on default could be added to the User Guide.  

Mr. Overtree stated that the group had made a list of clauses not covered in the contract and it was the intention of the subcommittee to use this list to draft a User Guide for the base contract.  
The group reviewed Costco’s comment reflected in footnote 13 and accepted the suggested modification to the definition of “Firm.”
Mr. Strohmeier stated that several terms were in the contract that should be defined.  Footnote 14 states that “Spot Price” should be defined.  Mr. Overtree stated that the WGQ Base Contract referred to a publication to denote the spot price.  A space was provided for in the cover page to denote what publication was used for spot price.  The definition was added to the contract and the comment was accepted with some revision.  

Mr. Overtree noted in response to the Constellation comment in footnote 15 that “rules” was capitalized by mistake in the document.  The change was made and the addition of the definition was rejected.  This change also addressed the comment found in footnote 32.  In response to the comment contained in footnote 16, Mr. Overtree noted that the WGQ Base Contract did not contain a definition for defaulting party.  He added that this term was determined by action and not by definition.  Mr. Strohmeier stated that the term should then be uncapitalized, which was done.  This change addressed comment 17 regarding non-defaulting party as well.  Ms. Kirby agreed to make conforming changes to remove the capitalization from these terms where they appear in the document. 
Mr. Overtree stated that the majority of contracts reviewed did not contain language for “full requirements” or “bandwidth.”  Mr. Strohmeier agreed that there was no “one” clause in use for including language for the supplier to supply the full requirements of the contract, but he suggested that this contract address it.  Mr. Overtree stated that several clauses, including pricing, had been left to the parties.  Language was added to the transaction confirmation under “Performance Obligation and Contract Quantity” to address footnotes 18-21.  
Mr. Strohmeier and Mr. Overtree discussed delivery point and non-delivery as stated in the comment found in footnote 22.  Mr. Overtree noted that the Supplier and Customer should have an agreement as to what happens in the event of a breach.  Mr. Stohmeier stated that in the situation under romanette (i) there would be no difference in price because the utility would continue to deliver under an electric contract.  However, the group noted that there were some situations where the end users would not be protected and that this sentence should remain for those instances.  Mr. Strohmeier stated that failure to take delivery would affect the cost of selling and should therefore be discussed under contract price.  Romanette (iii) was also retained in the contract and the comment in footnote 23 was declined.  This discussion also addressed footnote 25.

Footnote 24 was addressed by footnote 14. Footnotes 26 and 27 were addressed during the March 31, 2006 conference call.  Mr. Overtree stated that all references to transaction procedures had not been removed from the document (in response to the comment under footnote 28.)  The group agreed that further research was needed before proceeding on this comment.  Mr. Mason took the action item to find out how widely the clause “Transaction Procedures” is used in retail contracts.  

The group agreed that both suggested changes under footnotes 29 and 30 were appropriate.  The group agreed that the sentence highlighted by footnote 31 did not add to the contract and was therefore deleted.  Footnotes 32 and 33 were addressed by the subcommittee’s responses to previous footnotes.  
Billing options were discussed under the comment in footnote 34.  Mr. Overtree noted that there were several options for billing.  Mr. Mason stated that from the end user’s perspective there were only two choices:  single billing or dual billing.  Mr. Novak noted that in natural gas there were three choices but that the options were not included in the contract.  To address comments 3 and 34, a “Dual Bill Option” was added to the cover page.  Mr. Overtree noted that the form in which the bill is presented will be arranged by Supplier. 
Under footnote 35, the group discussed whether it should be noted that the Distribution Company could also mean the ISO.  Mr. Strohmeier noted that the Glossary definition for Distribution Company does include ISOs.  Language was also added to the last sentence of section 4.5 to address this comment.  

Mr. Strohmeier stated that the warranties under section 6.1 were outside Supplier’s control.  Mr. Overtree stated that implied warranties under the Uniform Commercial Code cannot be disclaimed if no express warranties are included in a contract.  Mr. Novak stated that the language under 6.1 should be included in the contract because of gas quality issues.  The group discussed whether the risk and liability should shift at delivery point.  Mr. Novak stated that gas associated this risk with two points in delivery:  the “city gate” and the “burner tip.”  Mr. Mason stated that the Supplier is responsible for providing gas that meets Distribution Company requirements.  Mr. Novak stated that the warranty included under section 6.1 should parallel what is included in the WGQ Base Contract.  The group will continue discussion on this point on May 4, 2006.   
3. Next Meeting Agenda/Agenda Items and Action Items for Next Meeting/Other Business
Mr. Mason will continue his research on the items noted above.  The group will continue their review of informal comments on May 4, 2006.    
4. Adjourn

Mr. Mason moved to adjourn and Mr. Strohmeier seconded the motion.  The meeting was adjourned by consensus at 12:30 p.m. Central time.
5. Attendees

	Name
	Organization

	Angela Gonzales
	NAESB

	DeDe Kirby
	NAESB

	Jack Mason
	EnergyWindow 

	Marcy McCain
	Duke Energy Gas Transmission

	Mike Novak
	National Fuel Gas Distribution

	Ed Overtree
	Calpine Corporation

	Michael Strohmeier
	Constellation New Energy

	Steve Zavodnick
	Baltimore Gas & Electric
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