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CREDITWORTHINESS

Executive Summary

The focus of these Creditworthiness Model Business Practices is the procedures and processes for establishing the credit relationship between Distribution Companies and Suppliers, or between the Registration Agent and Suppliers to enable them to work together to serve Customers participating in competitive electric and natural gas markets. The procedures and processes described in these model business practices apply to credit risks existing between Suppliers and Distribution Companies, or between Suppliers and the Registration Agent in the course of serving Customers, including one or more of the following:

· Risks associated with one party voluntarily (i.e., not when required by the Applicable Regulatory Authority) doing the billing and receiving payments for the other party when Consolidated Billing is utilized;

· Risks associated with the  purchase of distribution services for resale to Customers under Single Retail Supplier Billing;

· Risks associated with being the party that provides replacement energy when a Supplier defaults; and

· Risks associated with receiving payment for other services one party provides another.

The components of the Creditworthiness Model Business Practices are:

Determination of Risk Exposure 

Determination of Initial Credit Limit

Reconsideration of Determination of Credit Limit

Disqualification/Remedies

Security Instruments

Calling on Security

Confidentiality

Introduction

The North American Energy Standards Board (NAESB) is a voluntary non-profit organization comprised of members from all aspects of the natural gas and electric industries. Within NAESB, the Retail Electric Quadrant (REQ) and the Retail Gas Quadrant (RGQ) focus on issues impacting the retail sale of energy to end-use Customers.  REQ / RGQ model business practices are intended to provide guidance to Distribution Companies, Suppliers, and other Market Participants involved in providing competitive energy services to end-use Customers.  The focus of these model business practices is to describe the procedures and processes for establishing the credit relationship between  Distribution Companies and Suppliers, or between the Registration Agent and Suppliers to enable them to work together to serve Customers participating in competitive electric and natural gas markets.  

These model business practices are voluntary and do not address policy issues that are the subject of state legislation or regulatory decisions.  These Model Business Practices have been adopted with the realization that as the industry evolves, additional and amended model business practices may be necessary.  Any industry participant seeking additional or amended model business practices (including principles, definitions, data elements, process descriptions, and technical implementation instructions) should submit a request to the NAESB office, detailing the change, so that the appropriate process may take place to amend the model business practices.

Business Process and Practices

RXQ.2.2
Definitions 

RXQ.0.2.27
Market Participant:  A party engaged in the process of providing competitive retail energy to end-use Customers including, but not limited to, the Distribution Company, the Supplier, the Registration Agent, the settlement agent, and the meter reading Entity. 
RXQ.0.2.35
Registration Agent:  An Entity other than the Distribution Company facilitating Customer registration and performing record keeping for a specified geographical area.
RXQ.2.3
Model Business Practices

RXQ.2.3.1 
 Overall

RXQ.2.3.1.1
A Supplier, Distribution Company, or Registration Agent may take on the role of Applicant or Creditor.

RXQ.2.3.3
Determination of Initial Credit Limit

RXQ.2.3.3.1
The initial credit determination, including credit limits, should be established using the same criteria and methodology for all Applicants presenting similar risks, such as the risk associated with Consolidated Billing or providing replacement energy when a Supplier defaults.  The Creditor may consider other exposure from the Applicant beyond the specific credit limit being requested.

RXQ.2.3.5
Disqualification/Remedies 
RXQ.2.3.5.5
When the Applicant is a Supplier and it can partially, but not fully, meet a request for security in the time period specified in the appropriate Governing Documents, it can avoid disqualification by reducing the risk exposure it presents to the Creditor to an amount commensurate with the amount of security tendered.

RXQ.2.3.7
Calling on Security 

RXQ.2.3.7.4
 As permitted by the Applicable Regulatory Authority, a Creditor may immediately call upon the security posted by the Applicant without prior notice if the Applicant ceases to provide energy service to all of its Customers within the applicable service territory.
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