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	PRODUCT NAME:  

Product Group:
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	Approval Stage:   1	
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PRODUCT DESCRIPTION SUMMARY:

Brief description and/or illustration of product attributes and structure (product offering, features and benefits offered to customers, pricing structure, life cycle or term descriptions, scope and delivery of service, and any other attributes deemed relevant by the Product Team)


· Product
· Fixed price retail generation product - $/MWh price that includes commodity costs, load shaping costs, losses to ISO delivery point, and ancillary services costs
· T&D and other UDC related costs are passed through to customer
· Any other utility surcharges are also passed through to customer 
· Liquidated Damages - In the event that physical delivery is no longer possible, the customer will pay us an unwind fee based on the difference between the full contract amount and the cover charge amount 
· Switching Option (Financial) - customer pays for any fees related to the first switch only; Enron pays for any subsequent switching fees
· This is a free option - if switching fees are less than the value created from the switch, then Enron can exercise this free option to find additional value (customer stays whole)



TARGET MARKET PROFILE:         

Description of target market for product and explanation of its strategic fit with the target market.  (market environment/trends, competitive situation, market gaps/opportunities, product features that address market gaps/opportunities, potential market size, etc)

· Target List

We have a detailed target list associated with the statistics captured in the following table.  There is a compelling value proposition behind PG&E for commercial and industrial customers from small to large levels.

PG&E
· E-20T customers have a 71% increase 
· E-20P customers have a 52% increase
· E-20S customers have a 43% increase
· E-19 customers have a 41% increase 
· A-10 customers have a 45% increase
· Med Commercial customers have a 41% increase











PG&E
	
	Over $10MM
	$5MM - $10MM
	Below $5MM
	TOTAL

	Restaurant
	-
	1
	20
	21

	Office
	2
	9
	295
	306

	Retail
	6
	1
	84
	91

	Grocery
	7
	8
	142
	157

	Hospital
	6
	7
	148
	161

	Nursing Home
	-
	4
	103
	107

	Hotel
	3
	2
	111
	116

	School
	-
	1
	100
	101

	Elec Manufacturing
	35
	33
	333
	401

	Misc Manufacturing
	33
	41
	544
	618

	TOTAL
	92
	107
	1880
	2079



PowerDat for PG&E (1999 data)
E-20 rate class had 1,044 customers 
E-19 rate class had 10,766 customers
Med Commercial rate class was not located in PowerDat




SCE
· TOU-8-SUB customers have a 63% increase in their generation rates
· TOU-8-PRI customers have a 46% increase
· TOU-8-SEC customers have a 42% increase
· GS-2 customers have a 38% increase


	
	Over $10MM
	$5MM - $10MM
	Below $5MM
	TOTAL

	Restaurant
	-
	-
	33
	33

	Office
	8
	15
	379
	402

	Retail
	3
	10
	108
	121

	Grocery
	-
	-
	15
	15

	Hospital
	4
	9
	124
	137

	Nursing Home
	-
	-
	165
	165

	Hotel
	2
	2
	75
	79

	School
	2
	1
	54
	57

	Elec Manufacturing
	9
	6
	195
	210

	Misc Manufacturing
	44
	42
	1028
	1114

	TOTAL
	72
	85
	2176
	2333*



PowerDat for SCE (1998 data)
TOU-8-T rate class had 99 customers 
TOU-8-P rate class had 243 customers
TOU-8-S rate class had 1,106 customers
*  our Target List seems to be pulling names that are associated with other rate schedules




MARGIN ANALYSIS:          

Large customer classes represent the larger value proposition, with economics suggesting deal margin near 7% to 8%  is feasible.  A more detailed approach will follow once the target lists have been scrubbed.
RISK MANAGEMENT PROTOCOL (Required for Stage 1 approval)

Description of key issues to be addressed and/or key risks and mitigants in product design (e.g. counterparty/credit risk, underwriting, pricing, execution, account transition and management, etc.)  

	IDENTIFIED ISSUES/RISKS


· PG&E and SCE have debts that are greater than their assets.  

· The ISO has incurred significant debts in the past when the DWR does not purchase the net CA short. 

· Known Surcharges - $10/MWh Jan 4, 20001 surcharge applies to them - the CPUC determined that all customers, including DA customers, should pay this surcharge. 

· Possible Surcharges 
-for Utilities' undercollections during 2000
-for historical DWR costs from Jan 2001 - June 2001
-for future DWR costs after June 2001

· CPUC decisions  
-Incremental wholesale capacity charges (ICAP)
-Tax increases or decreases
-Changes to Transmission, Distribution and UDC related charges
-Reversal of March 27 decision to not include DA customers in the rate increases (3 cent rate increase);  if CPUC changes its mind, then, our customer would be responsible for that cost



	MITIGANTS (Required for final approval)


· In the event that the CPUC allows recovery of such costs, the customer would be responsible for such charges.
· The customer will be at risk for such charges.



· The customer would be responsible for such surcharge whether it decreases or increases



· Any subsequent surcharges are the responsibility of the customer






· The customer would be responsible for any charges levied by the California regulators









KEY TERMS AND CONDITIONS

A summary of the Product’s critical terms and conditions (scope, payment for services, shared savings, savings verification methodology, default, termination provisions):	

· Liquidated Damages in the event the physical service is no longer viable, contract terminates and customer bears unwind costs 
· 


EXCEPTIONAL CHALLENGES 

Exceptional challenges to develop and implement the new product.

· Matrix pricing can not capture meter installation costs; charge based on each meter installed
· Resolution:  use separate line item in bill for these costs


DEVELOPMENT TIMELINE AND MILESTONES

High level outline of the time line and key milestones to finalize and launch product to the marketplace.  Includes outstanding issues with various functions: pricing, legal, marketing, AIP/billing, risk management/RAC.


									







COMPONENTS NECESSARY TO PRICE AND IMPLEMENT PRODUCT

· Retail commodity curves
· Contract
· Billing and AIP
· Sales Force
· 
· 
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Appendix


“RULE OF USE” STATEMENT    

List or narrative of the application standard and requirements for the product.  Example:  DSM product module must have a sharing percentage not less than 30% for EES; or Vendor Management Product restricted to certain classes of trade.

· Current value proposition stems from new utility rate design as well as falling energy prices.  This value will not be around indefinitely so quick action is required.


PRODUCT PRICING AND ADMINISTRATION OUTLINE

The process pursuant to which the products have been preliminarily priced for budgeting and economic analysis purposes; the process for revising or modifying the pricing and the general outline for administration for a “true-up” process to establish final pricing/margins post-sale

· 



MARKETING COLLATERAL OUTLINE

A narrative on the nature and key concepts to be incorporated in marketing materials, whether to be printed or provided via web-based tools.


· This information will be updated to reflect the most recent events in the rapidly changing marketplace.
· Peggy Mahoney is on board with getting this material ready for market


BILLING AND INVOICING PROCESS SIGN-OFF

A narrative or illustration of the billing/invoicing process:

· 

Springs manufactures home furnishings and specialty fabrics including sheets, comforters, towels, among others.  Its products are sold under brand names such as Wamsutta, Springmaid and Bali.  Springs is rated BBB+/[FA?], by S&P and Moody’s, respectively.  [FA: get company trade debt pricing information, if any, otherwise, get industrial BBB+ - BBB, BBB- pricing spread over UST information]bond is 7.82 percent.
Springs has undertaken an aggressive cost reduction program and capital investment campaign to support its strategic focus on the home furnishings market through multi-year plant consolidation and modernization projects.

DEAL DESCRIPTION
· The agreement will cover 61 facilities primarily in the southeastern United States (South Carolina, North Carolina and Georgia).  
· EESO will provide a fixed discount on all service components where EESO can serve the physical commodity against Springs' historical baseline expenditures.  Most eligible sites receive a 5% discount on gas, a fixed discount of 11.25% on power and 12% discount on O&M. In order to help Springs achieve a $4.0MM energy cost savings target in 2000, the discount off power and O&M baselines will be 18% for the remainder of 2000, and reduced to 9.0% from 4/1/2007 through the end of the term. 
· EESO, at its sole option and discretion, may identify, design, finance, and implement the types of listed energy infrastructure projects at Springs' facilities during the term of the agreement and EESO is the sole beneficiary of all stipulated and measurable energy consumption savings.  The DSM project capital will be financed by EESO via a unsecured loan agreement for each project. [FA:  confirm from the loan agreement that the project loans are unsecured.]
· EESO may provide capital to replace energy assets or major components of energy assets not considered either to be reactive maintenance or not included as part of a DSM project. EESO will be entitled to 50% of the savings resulting from replacement capital if savings are verified according to a simplified verification process.  However, if both parties fail to agree on the OM&R scope/service levels and the baseline within 150 days of the agreement closing date, the transaction will be composed of commodity services & DSM projects only.
· 
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