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February 20, 2009
TO:
NAESB Board of Directors

FROM:
Retail Structure Review Committee
RE:
Restructuring of the Retail Quadrants
Recommendation of the Retail Structure Review Committee

The Retail Structure Review Committee submits this recommendation to the NAESB Board of Directors in regards to the restructuring of the Retail Gas and Retail Electric Quadrants.  It is the position of the Retail Structure Review Committee that modifications to the current segment structure are necessary for the continued existence of the Retail Quadrants.  When the Retail Quadrants were originally created, they were designed to support the market participants in the retail gas and electric markets for support of customer choice programs, and were defined with the expectation that there would be enough interest in membership in each of the segments to represent the segments nationally.  This assumption was made based upon the state and federal policies supporting customer choice programs.  Due to the loss of emphasis by the states on customer choice, the focus has expanded to demand side management, energy efficiency, and programs where aggregation provides large retailers such as JC Penney and Home Depot with cost saving efficiencies in both retail gas and retail electric markets.  As such, the need for segments that describe specific functions has been reduced allowing for an opportunity to combine upstream, downstream, and non-utility interests.  Maintaining separation between utilities and other market participants will be necessary as they will clearly have a different interest than the other non-regulated market participants.
Based upon discussions held at the January 15, January 29, and February 4, 2009 conference calls, the Retail Structure Review Committee proposes that both the Retail Gas and Retail Electric Quadrants be restructured as follows: 
1. The Quadrants are divided into three segments; 1) the Suppliers/Service Providers Segment, 2) the Utilities Segment, and 3) the End Users/Public Agencies Segment. 

2. The number of Board member and Executive Committee seats in both Quadrants is set at four per segment.

3.  The minimum number of members is reduced from 40 to 20 as required in section 2.3 of the NAESB bylaws http://www.naesb.org/pdf/naesbbylaws.pdf 
Items 1 and 2 can be addressed by the quadrant membership with approval from the NAESB General Counsel.  Item 3 would require either a Board resolution or a Board approved modification to the bylaws.  If item 3 is approved by the NAESB Board of Directors, we recommend the above structural changes become effective by the end of the 3rd quarter, 2009.  It is expected that the required minimum number of members will be achieved by the end of  4th quarter, 2010.
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