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Performance Unit and Performance Stock Award 
Commerce Energy Group, Inc. 
2006 Stock Incentive Plan 
the Commerce Energy Group, Inc. 2006 Stock Incentive Plan, and in any rules and adminisfrative procedures adopted pursuant to 
such Plan and in a related Award Agreement. A copy of the Plan, such rules and procedures and such Award Agreement may be 
obtained from die Secretary of Conunerce Energy Group, Inc." 

5. Unvested Performance Stock. You will be reflected as the owner of record on the Company's books and records of any Shares 
of Performance Stock issued pursuant to this Award Agreement The Company will hold the stock certificates for safekeeping until 
such Shares have become vested and non-forfeitable. You must deliver to the Company, as soon as practicable after the date any 
Shares of Performance Stock are issued, a stock power, endorsed in blank, with respect to any such Shares. If you forfeit any Shares of 
Performance Stock, the stock power will be used to return the certificates for the forfeited Shares to the transfer agent for cancellation. 
As the owner of record of any Shares of Performance Stock you qualify to receive pursuant to this Award Agreement, you will be 
entitled to all rights ofa stockholder of the Company, including the right to vote Shares; subject, however, to the provisions of 
Section 6 hereof with respect to any cash or stock dividends that are paid between the date ofthis Award and your receipt of shares 
pursuant to a vesting event; subject m each case to the treatment of the Award upon termination of employment before the particula-
record date for determining stockholders of record entitled to the payment of the dividend or distribution. To the extent such a 
dividend is paid m stock, such stock shall be subject to the same restrictions contained in Section 3. 

6- Dividends. When Shares are delivered to you or your duly-authorized transferee pursuant to the vesting of the Shares, you or 
your duly-authorized transferee shall also be entitled to receive, with respect to each Share issued, an amount equal to any cash 
dividends (plus simple interest at a rate of five percent per annum, or such other reasonable rate as the Committee may determine) and 
a number of Shares equal to any stock dividends, which were declared and paid to the holders of Shares between the Grant Date and 
the date such Share is issued. To the extent that your Continuous Service ends before vesting of the Shares, you will forfeit all 
dividends (whether paid in cash or m stock) attributable to all such Shares. 

7. Qualification and Vesting. 
(a) After the Performance Period for the Performance Unit, if you qualify to receive an amount of cash pursuant to the 

Performance Unit as determined and calculated by the Committee, you shall be paid such cash amount in conformity with the 
Company's bonus payment practices generally applicable to senior executives of the Company. 

(b) If you qualify to receive any Shares of Performance Stock, subject to fiirther vestmg, as the further vestmg restrictions 
become satisfied over time or upon satisfaction of the relevant performance measures, the Company shall cause new stock certificates 
for the Shares of Performance Stock so vested to be delivered to you, with such legends as the Company determines to be appropriate. 
New certificates shall not be delivered to you unless you have made artangements satisfactory to the Committee to satisfy tax-
withholding obligations. 

IS. Long-term Consideration for Award. <OPTIONAL>. The Participant recognizes and agrees that the Company's key 
consideration in granting this Award is securing the long-term commitment of the Participant to serve as [a key employee of the 
Companylla key employee of an Affiliate of the Company][an officer of the Company|{an officer of an 
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Affiliate of the Company) who will advance and promote the business interests and objectives of the Company and/or its Affiliates 
(the "Company Group"). Accordingly, the Participant agrees that this Award shall be subject to the terms and conditions set forth in 
Section 25 of the Plan (relating to the termination, rescission and recapture if you violate certam commitments made therem to the 
Company Group), as well as to the following terms and conditions as material and mdivisible consideration for this Award: 

(a) Fiduciary Duty. During his or her employment with the Company Group the Participant shall devote his or her fiill energies, 
abilities, attention and business time to the performance of his or her job responsibilities and shall not engage in any activity which 
conflicts or mterferes with, or in any way compromises, his or her performance of such responsibilities. 

fb) Confidential Information. The Participant recognizes that by virtue of his or her employment with the Company Group, he 
or she will be granted otherwise prohibited access to confidential information and proprietary data which are not known, and not 
readily accessible to the competitors of the Company Group. This information (the "Confidential Information") includes, but is not 
limited to, current and prospective customers; the identity of key contacts at such customers; customers' particularized preferences and 
needs; marketing strategies and plans; financial data; personnel data; compensation data; proprietary procedures and processes; and 
other unique and specialized practices, programs and plans of the Company Group and their respective customers and prospective 
customers. The Participant recognizes that this Confidential Information constitutes a valuable property of the Company Group, 
developed over a significant period of time and at substantial expense. Accordingly, the Participant agrees that he or she shall not, at 
any time during or after his or her employment with the Company Group, divulge such Confidential Information or make use of it for 
his or her own purposes or the purposes of any person or entity other than the Company Group. 

(c) Non-Solicitation of Customers. The Participant recognizes that by virtue of his or her employment with the Company Group 
he or she will be introduced to and involved in the solicitation and servicmg of existing customers of the Company Group and new 
customers obtained by the Company Group during his or her employment. The Participant understands and agrees that all efforts 
expended in soliciting and servicing such customers shall be for the permanent benefit of the Company Group. The Participant further 
agrees that during his or her employment with the Company Group the Participant will not engage in any conduct which could in any 
way jeopardize or distiffb any of the customer relationships of the Company Group. The Participant also recognizes the legitimate 
interest of the Company Group ui protecting, for a reasonable period of time after his or her employment with the Company Group, 
the customers of the Company Group. Accordmgly, the Participant agrees that, for a period begmning on the date hereof and ending 
one (1) year after termination of Participant's employment with the Company Group, regardless of the reason for such termination, the 
Participant shall not, directly or indirectly, without the prior written consent of the Chief Executive Officer of the Company, market, 
offer, sell or otherwise furnish any products or services similar to, or odierwise competitive with, those offered by the Company 
Group to any customer of the Company Group. 

(d) Non-Solicitation of Employees. The Participant recognizes the substantial expenditure of time and effort which the 
Company Group devotes to the recruitment, hiring, orientation, training and retention of its employees. Accordmgly, the Participant 
agrees that, for a period beginning on the date hereof and ending two (2) years after termination of Participant's 
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employment with the Company Group, regardless of the reason for such termination, the Participant shall not, directly or indirectly, 
for himself or herself or on behalf of any other person or entity, solicit, offer employment to, hire or otherwise retain the services of 
any employee of the Company Group. <ADDITIONAL ALTERNATIVE: NON-COMPETITION REQUIREMENT, TAILORED 
CAREFULLY TO CONFORM WITH APPLICABLE LAW. > 

(e) Siu^ival of Commitments; Potential Recapture of Award and Proceeds. The Participant acknowledges and agrees that the 
terms and conditions ofthis Section regarding confidentiality and non-solicitation [and non-competition] shall survive both (i) the 
termination of Participant's employment with the Company Group for any reason, and (ii) the termination of the Plan, for any reason. 
The Participant acknowledges and agrees that the grant of Options m this Award Agreement is just and adequate consideration for the 
survival of the restrictions set forth herein, and that the Company Group may pursue any or all of the following remedies if the 
Participant either violates the terms ofthis Section or succeeds for any reason in invalidating any part of it (it being understood that 
the mvalidity of any term hereof would result in a failure of consideration for the Award): 

(i) declaration that the Award is null and void and of no further force or effect; 

(ii) recapture of any cash paid or Shares issued to the Participant, or any designee or beneficiary of the Participant, pursuant to 
the Award; 

(iii) recapture of the proceeds, plus reasonable interest, with respect to any Shares that are both issued pursuant to this Award 
and sold or otherwise disposed of by the Participant, or any designee or beneficiary of the Participant. 

The remedies provided above are not intended to be exclusive, and the Company Group may seek such other remedies as are provided 
by law, including equitable relief 

(f) Acknowledgement. The Participant acknowledges and ^ e e s that his or her adherence to die foregoing requirements will not 
prevent him or her from engaging in his or her chosen occupation and earning a satisfactory livelihood following the termination of 
his or her employment with the Company Group.] 

9. Designation of Beneficiary. Notwithstanding anything to the contrary contained herem or in the Plan, followmg the execution 
ofthis Award Agreement, you may expressly designate a beneficiary (the " Beneficiary ") to his or her interest in the Performance 
Unit and Performance Stock awarded hereby. You shall designate the Beneficiary by completmg and executing a designation of 
beneficiary agreement substantially in the form attached hereto as Exhibit E (the " Designation of Beneficiary '*) and delivering an 
executed copy of the Designation of Beneficiary to the Company. 

10. Income Taxes and Deferred Compensation. The Participant is solely responsible and liable for the satisfaction of all taxes 
and penalties that may arise m connection with this Award (including any taxes arising under Section 409A of the Code), and the 
Company shall not have any obligation to indemnify or otherwise hold any Participant harmless from any or all of such taxes. The 
Committee shall have the discretion to unilaterally modify this Award in a manner that (i) 
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conforms with the requirements of Section 409A of the Code, (ii) that voids any election of the Participant to the extent it would 
violate Section 409 A of the Code, and (iii) for any distribution election that would violate Section 409A of the Code, to make 
distributions pursuant to the Award at the earliest to occur of a distribution event that is allowable under Section 409A of the Code or 
any distribution event that is both allowable under Section 409A of the Code and is elected by the Participant, subject to any valid 
second election to defer, provided that the Committee permits second elections to defer in accordance with Section 409A(a)(4)(C). 
The Committee shall have the sole discretion to mterpret the requirements of the Code, mcluding Section 409 A, for purposes of the 
Plan and this Award Agreement. In addition, you acknowledge that the Company may be required to withhold amounts from 
payments due to you under applicable law. 

11. Notices. Any notice or communication requu-ed or permitted by any provision ofthis Award Agreement to be given to you 
shall be in writing and shall be delivered personally or sent by certified mail, return receipt requested, addressed to you at the last 
address that the Company had for you on its records. Each party may, from time to time, by notice to the other party hereto, specify a 
new address for delivery of notices relating to this Award Agreement. Any such notice shall be deemed to be given as of the date such 
notice is personally delivered or properly mailed. 

12. Binding Effect. Except as otherwise provided m this Award Agreement or in the Plan, every covenant, term, and provision of 
this Award Agreement shall be binding upon and inure to die benefit of the parties hereto and thefr respective heirs, legatees, legal 
representatives, successors, transferees, and assigns. 

13. Modifications. This Award Agreement may be modified or amended at any time, in accordance with Section 15 of the Plan 
and provided that you must consent in writing to any modification that adversely ahers or impairs any rights or obligations under this 
Award Agreement. 

14. Headings. Section and other headings contained in this Award Agreement are for reference purposes only and are not intended 
to describe, interpret, define or limit the scope or intent ofthis Award Agreement or any provision hereof 

15. Severability. Every provision ofthis Award Agreement and of the Plan is intended to be severable. If any term hereof is illegal 
or invalid for any reason, such illegality or invalidity shall not affect the validity or legality of the remaining terms ofthis Award 
Agreement. 

16. Counterparts. This Award Agreement may be executed by the parties hereto m separate counterparts, each of which when so 
executed and delivered shall be an original, but all such counterparts shall together constitute one and the same instrument. 

17. Plan Governs. By signing this Award Agreement, you acknowledge that you have received a copy of the Plan and that your 
Award Agreement is subject to all the provisions contained in the Plan, the provisions of which are made a part ofthis Award 
Agreement and your Award is subject to all interpretations, amendments, rules and regulations which from time to time may be 
promulgated and adopted pursuant to the Plan. In the event of a conflict between the provisions ofthis Award Agreement and those of 
the Plan, the provisions of the Plan shall control. 
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18. Governing Law. The laws of the State of Delaware shall govern the validity ofthis Award Agreement, the construction of its 
terms, and the interpretation of the rights and duties of the parties hereto. 

19. Not a Contract of Employment. By executing this Award Agreement you acknowledge and agree that (i) any person who is 
terminated before fiill vesting of an award, such as the one granted to you by this Award, could claim that he or she was terminated to 
preclude vesting; (ii) you promise never to make such a claim; (iii) nothing in this Award Agreement or the Plan confers on you any 
right to contmue an employment, service or consulting relationship with the [Company and/or its Affiliates] [Company Group], nor 
shall it affect in any way your right or the right of [the Company and/or its Affiliates] or [the Company Group], as applicable, to 
terminate your employment, service, or consulting relationship at any time, with or without Cause; and (iv) the [Company and/or its 
affiliates] [Company Group] would not have granted this Award to you but for these acknowledgements and agreements. 

20. Employment Agreement Provision [OPTION IF EMPLOYEE HAS AN EMPLOYMENT AGREEMENT] By executing 
this Award, you acknowledge and agree that your rights upon a termination of employment before full vesting ofthis Award will be 
determmed under Section of your employment agreement with the Company and , dated as 
of , 20 . 

BY YOUR SIGNATURE BELOW, along with the signature of die Company's representative, you and the Company agree that 
this Award is being made under and governed by the terms and conditions of diis Award ^ d the Plan. 

COMMERCE ENERGY GROUP, INC. 

By: 
Printed Name: 
A duly-authorized officer 

The undersigned Participant hereby accepts the terms ofthis Award and the Plan. 

Signature: 

Printed Name: 

7 



EXHIBIT A 
COMMERCE ENERGY GROUP, INC. 

2006 STOCK INCENTIVE PLAN 

Plan Document 



EXHIBIT B 
COMMERCE ENERGY GROUP, INC. 

2006 STOCK INCENTIVE PLAN 

Plan Prospectus 



Measure 

COMMERCE ENERGY GROUP, INC. 
2006 STOCK INCENTIVE PLAN 

Performance Measures to Determine Qualification for Performance Unit 

SCHEDULE 

Threshold Target Maximum 

Threshold Award Amount 

Range of Award Amounts for Use in Calculation 

Target Award Amount 

EXHIBIT C 

Weight 

Maximum Award Amount 

Formula for Calculation 
Calculate and add the following for each Measure to determine the cash amount Participant qualifies to receive: 



Measure 

COMMERCE ENERGY GROUP, INC. 
2006 STOCK INCENTIVE PLAN 

Performance Measures to Determine Qualification for Performance Stock 

SCHEDULE 

Threshold Target Maximum 

Threshold Award Value 

Range of Award Values for Use in Calculation 

Target Award Value 

EXHIBIT D 

Weight 

Maximum Award Amount 

Formula for Calculation 
Calculate and add the following for each Measure to determine value of Shares of Performance Stock Participant qualifies to receive: 
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Designation of Beneficiary 

In connection with Award Agreements between Commerce Energy Group, Inc. (the "Company") and , an individual 
residmg at (the " Recipient"), the Recipient hereby designates the person specified below as the beneficiary 
of the Recipient's interest m Awards as defined m the Company's 2006 Stock Incentive Plan (the " Plan "). This designation shall 
remam in effect until revoked in writing by the Recipient. 

Name of Beneficiary: 

Address: 

Social Security No.: 

This beneficiary designation relates to any and all of Recipient's rights under the following Award or Awards: 

D any Award that Recipient has received under the Plan. 

n the Award that Recipient received pursuant to an award agreement dated , 
between Recipient and the Company. 

The Recipient understands that this designation operates to entitle the above-named beneficiary to the rights conferred by an Award 
from the date this form is delivered to the Company until such date as this designation is revoked in writmg by the Recipient, 
includuig by delivery to the Company ofa written designation of beneficiary executed by the Recipient on a later date. 

Date: 

By: 

[Recipient Name] 
Sworn to before me this 

day of , 200_ 

Notary Public 
County of 
State of 
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Deferral Election Agreement for Deferred Share Units 

DEFERRAL AGREEMENT (die "Defen-al Agreement"), made this day of , , by and 
between (the "Participant"), and Commerce Energy Group, Inc. (the "Company"). 

WHEREAS, the Company has established the Commerce Energy Group, Inc. 2006 Stock Incentive Plan (the "Plan"), and die 
Participant is eligible to participate in said Plan; 

WHEREAS, Section 9(a) of the Plan permits the Committee to authorize defertal compensation elections with any deferred 
compensation being credited to Deferted Share Units ("DSUs") in accordance with Section 9 of the Plan; 

NOW, THEREFORE, it is mutually agreed as follows: 
1. Term of Election. This Deferral Agreement and the provisions of the Plan constitute the entire agreement between the parties, and 
will continue in full force and effect until the Participant executes a superseding Deferral Agreement, or until revoked by die 
Participant in a writing sent to and approved by the Committee, or until the Participant ceases service with the Company, or until the 
Plan is terminated by appropriate corporate action, whichever shall first occur. This Defertal Agreement will become effective: 

a. on the January 1st following the execution ofthis Defertal Agreement; or 

b. on the first day of the next calendar month following the execution ofthis Deferral Agreement, but only if this Deferral 
Agreement is executed within the 30-day period after the Participant first becomes eligible for Plan participation. 

2. Compensation being Deferred. The Participant makes the following election (which shall supersede any prior election only to the 
extent of an election made affirmatively herein) to defer the following amount of fees/compensation for as long as this Deferral 
Agreement is m effect: 

a. percent ( %) of the amount otherwise payable m cash. 

b. percent ( %) of the amount otherwise payable in shares of the Company's common stock. 

c. percent ( %) of any Restricted Share Units ("RSUs") in which the Participant earns a vested mterest (but only if the 
underlying Award Agreement specifically authorizes defertal elections). 

-1-
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3. Crediting. Vesting, and Distribution of Deferred Compensation. The Company agrees to make DSU credits in accordance with 
Section 9 of the Plan and the elections that the Participant makes in the Distribution Election Agreement that is attached hereto as 
Exhibit A. 
4. Taxes. The Participant, by the execution hereof, agrees to be solely responsible for the satisfaction of any taxes that may arise 
(including taxes arising under Sections 409A or 4999 of the Code), and fiirther agrees that neither the Company nor the Committee 
shall have any obligation whatsoever to pay such taxes. The Committee shall nevertheless have the discretion -

(a) to condition any issuance of Shares on the Particip^t's satisfaction of applicable employment and withholding taxes; mid 

(b) to unilaterally modify this Deferral Agreement in any manner that (i) conforms with the requirements of Section 409A of the 
Code, (ii) that voids any election of the Participant to the extent it would violate Section 409A of the Code, and (iii) for any 
distribution election that would violate Section 409 A of the Code, that defers distributions pursuant to the Award until the 
earliest to occur ofa distribution event that is allowable under Section 409A of the Code or any distribution event that is both 
allowable under Section 409A of the Code and is elected by the Participant, subject to any valid second election to defer, that 
the Committee permits second elections to defer in accordance with Section 409A(a)(4)(C). 

The Committee shall have the sole discretion to interpret the requirements of the Code, including Section 409A, for purposes of the 
Plan and this Deferral Agreement. 
5. Designation of Beneficiary. Notwithstanding anything to the contrary contained herein or in the Plan, following the execution of 
this Deferral Agreement, you may expressly designate a beneficiary (the " Beneficiary ") to your rights and interest imder this Deferral 
Agreement. You shall designate the Beneficiary by completing and executing a designation of beneficiary agreement substantially in 
the form attached hereto as Attachment 1 to Exhibit A " Designation of Beneficiary ") and delivering an executed copy of the 
Designation of Beneficiary to the Company. 
6. Restrictions on Transfer. This Deferral Agreement may not be sold, pledged, or otherwise transferted without the prior written 
consent of the Committee. Notwithstanding the foregoing, you may transfer your rights under this Deferral Agreement, on such terms 
and conditions as the Conunittee deems appropriate, either (i) by instrument to your "Immediate Family" (as defined below), (ii) by 
instrument to an inter vivos or testamentary trust (or other entity) in which the Award is to be passed to the your designated 
beneficiaries, or (iii) by gift to charitable institutions. "Immediate Family" means any child, stepchild, grandchild, parent, stepparent, 
grandparent, spouse, former spouse, sibling, niece, nephew, modier-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, 
or sister-in-law, and shall include adoptive relationships. Any transferee of your rights shall succeed and be subject to all of the terms 
ofthis Award Agreement and the Plan. 
7. Notices. Any notice or communication required or permitted by any provision ofthis Deferral Agreement to be given to you shall 
be in writing and shall be delivered personally or sent by certified mail, return receipt requested, addressed to you at the last address 
that the Company had 
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for you on its records. Each party may, from time to time, by notice to the other party hereto, specify a new address for delivery of 
notices relating to this Deferral Agreement. Any such notice shall be deemed to be given as of die date such notice is personally 
delivered or properly mailed. 
8. Binding Effect. Except as otherwise provided in this Defertal Agreement or in the Plan, every covenant, term, and provision ofthis 
Defertal Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective hefrs, legatees, legal 
representatives, successors, transferees, and assigns. 
9. Modifications. This Defertal Agreement may be modified or amended at any time, in accordance with Section 15 of the Plan and 
provided that you must consent in vmting to any modification that adversely alters or impairs any rights or obligations under this 
Defertal Agreement. 
10. Headings. Section and other headings contained in this Defertal Agreement are for reference purposes only and are not intended 
to describe, hiterpret, define or limit the scope or intent ofthis Deferral Agreement or any provision hereof 
11 • Severability. Every provision of this Deferral Agreement and of the Plan is intended to be severable. If any term hereof is illegal 
or invalid for any reason, such illegality or invalidity shall not affect the validity or legality of the remaining terms ofthis Deferral 
Agreement. 
12. Counterparts. This Deferral Agreement may be executed by the parties hereto in separate counterparts, each of which when so 
executed and delivered shall be an original, but all such counterparts shall together constitute one and the same instrument. 
13. Plan Governs. By signing this Defertal Agreement, you acknowledge tlmt you have received a copy of the Plan and that your 
Deferral Agreement is subject to all the provisions contained in the Plan, the provisions of which are made a part ofthis Deferral 
Agreement is subject to all interpretations, amendments, rules and regulations which from time to time may be promulgated and 
adopted pursuant to the Plan. In the event ofa conflict between the provisions ofthis Defertal Agreement and those of the Plan, the 
provisions of the Plan shall control. 
14. Governing Law. The laws of the State of Delaware shall govern the validity ofthis Defertal Agreement, the construction of its 
terms, and the mterpretation of the rights and duties of the parties hereto. 
15. Not a Contract of Emnlovment. [THIS PARAGRAPH IS NOT APPLICABLE TO NON-EMPLOYEE DIRECTORS.] By 
executing this Deferral Agreement you acknowledge and agree that nothing in diis Deferral Agreement or the Plan confers on you any 
right to continue an employment, service or consuhing relationship with the Company, nor shall it affect in any way your right or the 
Company's right to terminate your employment, service, or consulting relationship at any time, with or without Cause; and the 
Company would not have executed this Defertal Agreement but for these acknowledgements and agreements. 
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IN WITNESS WHEREOF, the parties hereto have hereunto set their hands the day and year first above-written. 

PARTICIPANT 

Printed Name: 

COMMERCE ENERGY GROUP, INC. 

By: 

A duly authorized executive officer 
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Distribution Election Agreement regarding Deferred Share Units 

DISTRIBUTION AGREEMENT, made this day of , , by and between 
(the "Participant"), and Commerce Energy Group, Inc. (the "Company"), with respect to 

compensation that the Participant defers pursuant to the terms and conditions of the Defertal Agreement (the "Deferral Agreement") 
dated , between the Participant and the Company. 

WHEREAS, the Company has established the Commerce Energy Group, Inc. 2006 Stock Incentive Plan (the "Plan"), and the 
Participant has elected to defer compensation and thereby to participate in said Plan and to accrue Deferted Share Units ("DSUs") in 
accordance with Section 9 of the Plan; 

NOW, THEREFORE, it is mutuaUy agreed as follows: 
1. This Distribution Agreement and the provisions of the Plan constitute the entire agreement between the parties with respect to the 
Company's distribution to any and all benefits to which the Participant becomes entitled pursuant to Section 9 of the Plan. The 
elections made m sections I and 2 above shall be irtevocable. The Participant's beneficiary designation shall remain in full force and 
effect until revoked or changed by the Participant in a writing sent to the Committee. 
2. The Participant, by the execution hereof, agrees to participate in the Plan upon the terms and conditions set forth therein, and, in 
accordance therewith, makes the following elections, subject to the requirement that the Participant must collect all Plan benefits not 
later than December 31 st of the tenth year after the year in which the Participant ceases service with the Company: 

a. The Company shall commence issuing shares in satisfaction of DSU credits deferted and any related accumulated income on 
the first to occur of ^ 

( ) January 1st of the calendar year immediately followmg the year in which the Participant ceases service with the Company. 
( ) January 1st of the year that is years after the Participant ceases service with the Company. 

Notwithstanding the foregoing, the Participant hereby elects to collect % of his or her account balance as soon as 
practicable after a Change m Control (as defined in the Plan), subject to any applicable provisions of the Plan and the 
Participant's Deferral Agreement. 

b. The Participant hereby elects to have the Company distribute the DSUs and any related accumulated earnings as follows: 
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( J) in substantially equal mstallments over a period of years (must be less than 10 years), 
( ) in a lump sum. 
c. All distributions made pursuant to the Plan and this Agreement will be made in whole shares of the Company's common 

stock, with cash paid in lieu of fractional shares. 

d. Notwithstanding the foregoing, all distributions made to Directors shall be made pursuant to Section 9 of the Plan and shall be 
settled in cash only (or, subject to Applicable Laws, in newly issued Shares or Shares obtained through open market 
purchase). 

3. The Participant hereby designates See Attachment I to be his or her beneficiary or beneficiaries and to receive the balance of any 
impaid deferred compensation and related eamuigs. 
4. The Company agrees to issue shares in satisfaction of DSU credits m accordance with the terms of the Plan and the elections by the 
Participant made herein and subject to the specific terms for deferrals by Directors as set forth in Section 9 of the Plan. 
5. The terms of Sections 7 through 14 of the Deferral Agreement are mcorporated herein by reference, and shall apply to this 
Distribution Agreement based on the understanding that references in such Sections to the Defertal Agreement shall refer to this 
Distribution Agreement for purposes hereof 
IN WITNESS WHEREOF, the parties hereto have hereunto set theu* hands the day and year first above-written. 

PARTICIPANT 

Printed Name: 

COMMERCE ENERGY GROUP, INC. 

By: 

A duly authorized executive officer 
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DESIGNATION OF BENEFICIARY 

In connection with Award Agreements between Commerce Energy Group, Inc. (the "Company") and 
, an mdividual residing at (the " Recipient"), the 

Recipient hereby designates the person specified below as the beneficiary of the Recipient's interest m Awards as defined m the 
Company's 2006 Stock Incentive Plan (the "Plan "). This designation shall remain in effect until revoked in writing by the Recipient. 

Name of Beneficiary: 

Address: 

Social Security No. 

This beneficiary designation relates to any and all of Recipient's rights under the following Award or Awa-ds: 

D any Award that Recipient has received under the Plan. 

n the Award that Recipient received pursuant to an award agreement dated 
, between Recipient and the Company. 

The Recipient understands that this designation operates to entitle the above-named beneficiary to the rights conferred by an Award 
from the date this form is delivered to the Company until such date as this designation is revoked in writing by the Recipient, 
mcluding by delivery to the Company ofa written designation of beneficiary executed by the Recipient on a later date. 

Date: 

By: 
[Recipient Name] 

Sworn to before me this 
day of , 200 

Notary Public 
Counfy of 
State of 
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April 20, 2006 
Board of Directors 
Commerce Energy Group, Inc. 
600 Anton Boulevard, Suite 2000 
Costa Mesa, California 92626 
Re: The Commerce Energy Group. Inc. 2006 Stock Incentive Plan Registration Statement on Form S-8 
Gentlemen: 

We have acted as special counsel to Commerce Energy Group, Inc., a Delaware corporation (the "Company"), in connection with 
the preparation of the Registration Statement on Form S-8 filed with the Securities and Exchange Commission (the "Registration 
Statement") under the Securities Act of 1933, as amended (the "Securities Act"), relating to the shares of common stock, par value 
$.001 per share (the "Shares") of the Company which may be issued pursuant to the Commerce Energy Group, Inc. 2006 Stock 
Incentive Plan (the "2006 Incentive Plan"), all as more fully described in die Registration Statement. You have requested the opinion 
ofthis firm with respect to certam legal aspects of die proposed offering. 

As such counsel and for purposes of our opinion set forth below, we have examined such documents, records and matters of law as 
we have deemed necessary or appropriate as a basis for this opinion, including without limitation: 

1. the Amended and Restated Certificate of Incorporation and the Amended and Restated Bylaws of the Company, each as 
presently in effect; 

2. the 2006 Incentive Plan; 

3. the Form ofa Stock Option Award Agreement for U.S. Employees relating to the 2006 Incentive Plan; 

4. the Form of a Non-Qualified Stock Option Agreement for Non- Employee Directors relatmg to the 2006 Incentive Plan; 

5. the Form ofa SAR Award Agreement relating to the 2006 Incentive Plan; 

http://www.paulhastings.com
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6. the Form ofa Restricted Share Award Agreement for Non- Employee Du*ectors relating to the 2006 Incentive Plan; 

7. the Form ofa Restricted Share Award Agreement for Employees relating to the 2006 Incentive Plan; 

8. the Form ofa Restricted Share Unit Agreement relating to the 2006 Incentive PI^i; 

9. the Form ofa Defertal Election Agreement for Deferted Share Units relating to the 2006 Incentive Plan; and 

10. the Form ofa Performance Unit and Performance Stock Award relating to the 2006 Incentive Plan. 
In addition to the foregoing, we have made such investigations of law as we have deemed necessary or appropriate as a basis for 

the opinion set forth herein. 
In such examination and in rendering the opinion expressed below, we have assumed: (i) the genuineness of all signatures on all 

documents submitted to us; (ii) the authenticity and completeness of all documents, corporate records, certificates and other 
instruments submitted to us; (iii) that photocopy, electronic, certified, conformed, facsimile and other copies submitted to us of 
original documents, corporate records, certificates and other mstruments conform to the origmal documents, corporate records, 
certificates and other instruments, and that all such original documents, corporate records, certificates and other instruments were 
authentic and complete; (iv) the legal capacity of all individuals executing documents; and (v) that the statements contained in the 
certificates and comparable documents of public officials, officers and representatives of the Company and other persons on which we 
have relied for the purposes ofthis opinion are true and cortect. As to all questions of fact material to this opinion, we have relied 
(without mdependent investigation) upon certificates or comparable documents of officers and representatives of the Company. 

Our knowledge of the Company and its legal and other affairs is limited by the scope of oiu* engagement, which scope includes the 
delivery ofthis letter. We have been engaged by the Company only in connection with specified matters, and do not represent the 
Company with respect to all legal matters or issues. The Company employs other independent counsel and handles certain legal 
matters and issues without the assistance of independent coimsel. 

Based on the foregoing, and in reliance thereon, and subject to the limitations, qualifications and exceptions set forth herein, we are 
of the opinion that the Shares registered under said Registration Statement, when purchased and issued as described in 
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the Registration Statement and in accordance with the terms of the 2006 Incentive Plan (including the receipt of the full purchase price 
therefore), will be validly issued, fully paid and nonassessable. 

We express no opinion with regard to the applicability or effect of the law of any jurisdiction other than, as in effect on the date of 
this letter, the General Corporation Law of the State of Delaware, the applicable provisions of the Delaware Constitution and reported 
judicial decisions interpreting these laws. This opinion letter deals only with the specified legal issues expressly addressed herein, and 
you should not infer any opinion that is not explicitly addressed herem from any matter stated m this letter. 

This opinion may not be relied upon by you for any other piupose or delivered to or relied upon by any other person without our 
express prior written consent. This opmion is rendered to you as of the date hereof, and we assume no obligation to advise you or any 
other person hereafter with regard to any change after the date hereof in the circumstances or the law that may bear on the matters set 
forth herein even though the change may affect the legal analysis or a legal conclusion or other matters in this opinion letter. 

We hereby consent to the filing ofthis opinion as an exhibit to the Registration Statement. In giving this consent, we do not hereby 
admit that we are within the category of persons whose consent is requfred under Section 7 of the Securities Act or the rules and 
regulations of the U.S. Securities and Exchange Commission thereunder. 

Respectfully submitted, 

/s/ Paul, Hastings, Janofsky & Walker LLP 
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Consent of Independent Registered Public Accounting Firm 

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 333-00000) pertaining to the Commerce 
Energy Group, Inc. Amended and Restated 2005 Employee Stock Purchase Plan and the Commerce Energy Group, Inc. 2006 Stock 
Incentive Plan, of our report dated October 25,2005, with respect to the consolidated financial statements of Conunerce Energy 
Group, Inc. included in its Annual Report (Form 10-K) for the year ended July 31,2005, filed with the Securities and Exchange 
Commission. 
IS! ERNST & YOUNG LLP 

Orange County, California 
April 20, 2006 

Created by lOKWizard www. lOKWizard.comSource: COMMERCE ENERGY GROU, S-8, April 20, 2006 
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EXHIBIT C 
COMMERCE ENERGY GROUP, INC. 

2006 STOCK INCENTIVE PLAN 

Section 83(b) Election Form 

Attached is an Internal Revenue Code Section 83(b) Election Fonn. IF YOU WISH TO MAKE A SECTION 83(B) ELECTION, 
YOU MUST DO SO WITHIN 30 DAYS AFTER THE DATE THE RESTRICTED SHARES COVERED BY THE 
ELECTION WERE TRANSFERRED TO YOU . In order to make the election, you must completely fill out die attached fonn and 
file one copy with the Internal Revenue Service office where you file your tax return. In addition, one copy of the statement also must 
be submitted with your income tax return for the taxable year in which you make this election. Fmally, you also must submit a copy of 
the election form to the Company within 10 days after filing that election with the Internal Revenue Service. A Section 83(b) election 
normally cannot be revoked. 



COMMERCE ENERGY GROUP, INC. 
2006 STOCK INCENTIVE PLAN 

Election to Include Value of Restricted Shares in Gross Income 
in Year of Transfer Under Internal Revenue Code Section 83(b) 

Pursuant to Section 83(b) of the Internal Revenue Code, I hereby elect within 30 days after receiving the property described herein 
to be taxed immediately on its value specified in item 5 below. 

1. My General Information: 

Name: 
Address: 

S.S.N, 
or T.I.N. 

Description of the property with respect to which I am making this election: 
shares of stock of Commerce Energy Group, Inc. (the "Restricted Shares"). 
The Restricted Shares were transferred to me on , 20 . This election relates to the 20 ^calendar taxable year. 

The Restricted Shares are subject to the following restrictions: 
The Restricted Shares are forfeitable until they is are earned in accordance with Section I of the Commerce Energy Group, Inc. 2006 
Stock Incentive Plan (" Plan ") Restricted Share Unit Award Agreement (" Award Agreement") or odier Award Agreement or Plan 
provisions. The Restricted Shares generally are not transferable until my mterest becomes vested and nonforfeitable, pursuant to the 
Award Agreement and the Plan. 

Fair market value: 
The fair market value at the time of transfer (determined without regard to any restrictions other than restrictions which by then-
terms never will lapse) of the Restricted Shares with respect to which I am making this election is $ per share. 



6. Amount paid for Restricted Shares: 
The amount I paid for the Restricted Shares is $ per share. 

7. Furnishing statement to employer: 
A copy ofthis statement has been furnished to my employer, . If the transferor of the Restricted Shares is not my employer, that 
entity also has been furnished with a copy ofthis statement. 

8. Award Agreement or Plan not affected: 
Nothing contamed herein shall be held to change any of the terms or conditions of the Award Agreement or the Plan. 

Dated: , 20_. 

Taxpayer 



EXHIBIT D 
COMMERCE ENERGY GROUP, INC. 

2006 STOCK INCENTIVE PLAN 

Designation of Beneficiary 

In connection with Award Agreements between Commerce Energy Group, Inc. (the "Companv") and , an individual residing at 
(̂the " Recipient"), the Recipient hereby designates the person specified below as die beneficiary of the Recipient's interest in 

Awards as defined in the Company's 2006 Stock Incentive Plan (the " Plan "). This designation shall remain in effect imtil revoked m 
writing by the Recipient. 

Name of Beneficiary: 

Address: 

Social Securify No.: 

This beneficiary designation relates to any and all of Recipient's rights under the following Award or Awards: 
D any Award that Recipient has received under the Plan. 

n the Award that Recipient received pursuant to an award agreement dated , ^between Recipient and the 
Company. 

The Recipient understands that this designation operates to entitle the above-named beneficiary to the rights conferred by an 
Award from the date this form is delivered to the Company until such date as this designation is revoked in writing by the Recipient, 
including by delivery to the Company ofa written designation of beneficiary executed by the Recipient on a later date. 

Date: 

By: 
[Recipient Name] 

Sworn to before me this 
day of , 200 

Notary Public 
County of 
State of 



Exhibit 4.15 
COMMERCE ENERGY GROUP 
2006 STOCK INCENTIVE PLAN 

SAR Award Agreement 

Award No. 
You (the "Participanf) are hereby awarded Stock Appreciation Rights subject to the terms and conditions set forth in this 

agreement (the " Award Agreement" or " Award ") and in the Commerce Energy Group, Inc. 2006 Stock Incentive Plan (" Plan "). A 
copy of the Plan is attached hereto as Exhibit A . A summary of the Plan appears in its Prospectus, which is attached as Exhibits . 
You should carefully review these documents, and consult with your personal financial advisor, before exercising this Award. This 
Award is conditioned on your execution ofthis Award Agreement. 

By executing this Award Agreement, you agree to be bound by all of the Plan's terms and conditions as if they had been set out 
verbatim in this Award Agreement. In addition, you recognize and agree that all determmations, interpretations, or other actions 
respecting the Plan and this Award Agreement will be made by the Board of Directors (the " Board ") of Conunerce Energy Group, 
Inc. (the " Companv ") or any Committee appointed by the Board to administer the Plan, and shall (in the absence of manifest bad 
faith or fraud) be final, conclusive and binding on all parties, including you and yom* heu ŝ and representatives. Capitalized terms are 
defined in the Plan or in this Award Agreement. 
1. Individualized Terms. This portion of your Award is being granted pursuant to Section 7 of the Plan, and shall have the 

following terms: 

Name of Participant 

Date of Award 

Number of Shares measuring the Shares ("SAR Shares"). 

value of diis SAR 

Base Price for SARs $ . per Share. 

Vesting At die rate of % on each of die next ___ [monthly] [quarterly] [annual] anniversaries of the 
Award Date; subject to acceleration as provided in the Plan and m Section 2 below, and to your 
Continuous Service not endmg before the vesting date. 

2. Accelerated Vesting; Change in Corporate Control. To the extent you have not previously vested in yoiu* rights with respect 
to this Award, your Award will become -

(a) % vested if your Continuous Service ends due to your death or "disability" within the meaning of Section 409A of the 
Code; 



Stock Appreciation Rights Award 
Commerce Energy Group, Inc. 
2006 Stock Incentive Plan 

(b) % vested if your Continuous Service ends due to yoiu- retuement at or after you have attained the age of and 
completed at least full years of Continuous Service; 

(c) according to the following schedule if your Continuous Service ends due to an Involimtary Termination that occurs within 
the twelve months following a Change in Control: 

Date on which Your Involunt^ Termination Portion of Your Award 
As to which Vesting 

Occurs (by reference to Date of Award) Accelerates 

Between 1st and 2nd Anniversary % 

^ffe^nd^Aafi^v^rs^:^^^ • •.• ^ ' 1 4 
<Other desired schedule> 

3. Vesting and Exercise of Your Award. No Shares will be issued and no cash will be paid to you before yotu Award vests in 
accordance with Section I or 2 above and is exercised. To the extent you have vested in this Award, you may exercise it at any time 
and from time to time in accordance with the Plan, using the exercise form attached hereto as Exhibit C . The amount you receive 
upon exercise will equal the product of-

(a) the number of SAR Shares that you designate for exercise, and 

(b) the excess of 100% of the Fair Market Value ofa Share on the date of exercise over the Base Price stated m Section 1 
above 

4. Form of Payments to You. The Company will make any payment to you under this Award in the form of Shares, with cash paid in 
lieu of Sectional Shares. Any Shares that you receive will be free from vesting restrictions (but subject to such legends as the 
Company determines to be appropriate). Notwithstanding the foregoing, the Company will not issue Share certificates to you unless 
you have made arrangements satisfactory to the Compensation Committee to satisfy any applicable tax withholdmg obhgations. 
5. Failure of Vesting Restrictions By executing this Award, you acknowledge and agree that if your Continuous Service terminates 
under circumstances that do not result m accelerated vesting pursuant to Section 2 above, you will urevocably forfeit any and all 
unvested rights under this Award, and this Award will inunediately become null, void, and unenforceable. 
[6. Long-term Consideration for Award. <OPTIONAL>. The Participant recognizes and agrees that the Company's key 
consideration in granting this Award is securing the long-term commitment of the Participant to serve as [ a key employee of the 
Companylla key employee of an Affiliate of the Company]{an officer of the Company||an officer of an Affiliate of the 
Companyl who will advance and promote the business mterests and objectives of the Company Group. Accordingly, the Participant 
agrees that this Award shall be subject to the terms and 
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conditions set forth in Section 25 of the Plan (relating to the termination, rescission and recapture if you violate certain commitments 
made therein to die Company Group), as well as to the following terms and conditions as material and indivisible consideration for 
this Award: 

(a) Fiduciary Duty. During his or her employment with the Company Group the Participant shall devote his or her full energies, 
abilities, attention and business time to the performance of his or her job responsibilities and shall not engage in any activity which 
conflicts or interferes with, or in any way compromises, his or her performance of such responsibilities. 

(b) Confidential Information. The Participant recognizes that by virtue of his or her employment with the Company Group, he 
or she will be granted otherwise prohibited access to confidential information and proprietary data which are not known, and not 
readily accessible to the competitors of the Company Group. This information (the "Confidential Information") includes, but is not 
limited to, current and prospective customers; the identity of key contacts at such customers; customers' particularized preferences and 
needs; marketing strategies and plans; financial data; personnel data; compensation data; proprietary procedures and processes; and 
other unique and specialized practices, programs and plans of the Company Group and their respective customers and prospective 
customers. The Participant recognizes that this Confidential Information constitutes a valuable property of the Company Group, 
developed over a significant period of tune and at substantial expense. Accordingly, the Participant agrees that he or she shall not, at 
any time during or after his or her employment with the Company Group, divulge such Confidential Information or make use of it for 
his or her own purposes or the purposes of any person or entity other than the Company Group. 

(c) Non-Solicitation of Customers. The Participant recognizes that by virtue of his or her employment with the Company Group 
he or she will be introduced to and involved in the solicitation and servicing of existing customers of the Company Group and new 
customers obtained by the Company Group during his or her employment. The Participant understands and agrees that all efforts 
expended m soliciting and servicing such customers shall be for the permanent benefit of the Company Group. The Participant further 
agrees that during his or her employment with the Company Group die Participant will not engage in any conduct which could in any 
way jeopardize or disturb any of the customer relationships of the Company Group. The Participant also recognizes the legitimate 
interest of the Company Group in protecting, for a reasonable period of time after his or her employment with the Company Group, 
the customers of the Company Group. Accordingly, the Participant agrees that, for a period beginning on the date hereof and ending 
one (1) year after termination of Participant's employment with the Company Group, regardless of the reason for such termination, the 
Participant shall not, directly or indirectly, without the prior written consent of the Chief Executive Officer of the Company, market, 
offer, sell or otherwise ftimish any products or services similar to, or otherwise competitive with, those offered by the Company 
Group to any customer of the Company Group. 

(d) Non-Solicitation of Employees. The Participant recognizes the substantial expenditure of time and effort which the 
Company Group devotes to the recruitment, hu-ing, orientation, training and retention of its employees. Accordingly, the Participant 
agrees that, for a period beginning on the date hereof and endmg two (2) years after termination of Participant's employment with the 
Company Group, regardless of the reason for such termination, the Participant shall not, directly or indirectly, for himself or herself or 
on behalf of any other person or entity, solicit, offer employment to, hu-e or otherwise retain the services of any employee of the 
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Company Group. <ADDITIONAL ALTERNATIVE: NON-COMPETITION REQUIREMENT, TAILORED CAREFULLY TO 
CONFORM WITH APPLICABLE LAW. > 

(e) Survival of Commitments: Potential Recapture of Award and Proceeds. The Participant acknowledges and agrees that the 
terms and conditions ofthis Section regardmg confidentialify and non-solicitation [and non-competition] shall survive both (i) the 
termination of Participant's employment with the Company for any reason, and (ii) the termination of the Plan, for any reason. The 
Participant acknowledges and agrees that the grant of Options in this Award Agreement is just and adequate consideration for the 
survival of the restrictions set forth herein, and that the Company may pursue any or all of the following remedies if the Participant 
either violates the terms ofthis Section or succeeds for any reason in invalidating any part of it (it being understood that the mvalidity 
of any term hereof would result in a failure of consideration for the Award): 

(i) declaration that the Award is null and void and of no further force or effect; 

(ii) recapture of any cash paid or Shares issued to the Participant, or any designee or beneficiary of the Participant, pursuant to 
the Award; 

(iii) recapture of the proceeds, plus reasonable interest, with respect to any Shares that are both issued pursuant to this Award 
and sold or otherwise disposed of by the Participant, or any designee or beneficiary of the Participant. 

The remedies provided above are not intended to be exclusive, and the Company may seek such other remedies as are provided by 
law, including equitable relief 

(fl Acknowledgement. The Participant acknowledges and agrees that his or her adherence to the foregoing requirements will not 
prevent him or her from engaging in his or her chosen occupation and earning a satisfactory livelihood following the termination of 
his or her employment with the Company.] 
7. Investment Purposes. You acknowledge that you are receiving this SAR Award for investment purposes only and without any 
present intention of selling or distributing the Award or the Shares issued piusuant to the Award. 
8. Designation of Beneficiary. Notwithstanding anything to the contrary contamed herein or in the Plan, following the execution of 
this Award Agreement, you may expressly designate a beneficiary (the " Beneficiary ") to his or her interest in the SAR awarded 
hereby. You shall designate the Beneficiary by completing and executing a designation of beneficiary agreement substantially m the 
form attached hereto as Exhibit D (the " Designation of Beneficiary ") and delivering an executed copy of the Designation of 
Beneficiary to the Company. 
9. Restriction of Transfer. This Award Agreement may not be sold, pledged, or otherwise transferted without the prior written 
consent of the Compensation Committee. Notwithstanding the foregoing, the Participant may transfer this Award (i) by instrument to 
an inter vivos or testamentary trust (or other entity) in which each beneficiary is a permissible gift recipient, as such is set forth in 
subsection (ii) ofthis Section, or (ii) by gift to charitable institutions or by gift or transfer for 
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SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 

be signed on its behalf by the undersigned, thereunto duly authorized. 

COMMERCE ENERGY GROUP, INC., 
a Delaware corporation 

Date: January 31, 2007 By: /S/ STEVEN S. BOSS 
Steven S. Boss 

Chief Executive Officer 
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COMMERCE ENERGY GROUP, INC. 
BONUS PROGRAM 

Plan Document 

ARTICLE I 
PURPOSE OF THE PLAN 

The Commerce Energy Group, Inc. (the "Company") established this Commerce Energy Group, Inc. Bonus Program (the "Plan") to 
provide employees with an increased awareness and ongoing interest in the direction of the Company. The Plan is designed to ensure 
diat employees are appropriately awarded for both corporate and mdividual performance. 

ARTICLE n 
DEFINITIONS 

1. "Board" shall mean the Board of Directors of the Company. 

2. "Bonus" shall mean the amount payable to a Participant under the Plan. 

3. "Bonus Group" shall mean the Executive Team, the Management Team or the Staff Team, or any or all of them, as established 
and comprised of in the Committee's sole discretion. 

4. "Bonus Pool" shall mean discretionary funds established by the Committee pursuant to Sections 2(a)(i) and 2(a)(yi) of Article IV 
herein. 

5. "Committee" shall mean the compensation committee of the Board. 

6. "Contractor" shall mean an individual who provides services to the Company, but is not employed by the Company. 

7. "Earned Bonus Percentage" shall mean the portion of the Potential Bonus Percentage that a Participant may receive based on the 
Committee's evaluation and assessment of the Qualitative Individual Measures set forth in Section 2(c) of Article IV herein. 

8. "Executive Team" shall m e ^ the executives responsible for the governance of the Company who are designated as Executive 
Team members in the Committee's sole discretion. 

9. "Fiscal Year" shall mean the period commencing August 1st and ending July 31st. 

10. "Management Team" shall mean the managers who are responsible for the operations of the departments and functional units of 
the Company and who are designated as Management Team members in the Committee's sole discretion. 



11. "Net Income" shall mean the Company's net income from operations, including interest income and expense, for any Fiscal Year 
after bonus accruals under this Plan are deducted. 

12. "Participant" shall mean the employees of the Company eligible to receive a Bonus under the Plan, pursuant to Article III. 

13. "Part-Time Employee" shall mean an employee who is customarily employed by the Company for an average of fewer than 20 
hours per week. 

14. "Potential Bonus Percentage" shall mean the maximum amount of Bonus, expressed as a percentage ofa Participant's base 
salary, that is potentially payable to the Participant under the Plan based on the attainment of the Quantitative Company Measures 
set forth in Section 2(a) of Article IV. 

ARTICLE III 
ELIGIBILITY FOR PARTICIPATION 

An employee of the Company must complete at least three months of service and must be an active employee in good standing on the 
payment date to be eligible to participate m the Plan. Employees who participate in one or more of the Company's commission 
incentive programs are eligible to participate in this Plan, subject to the limitation set forth in Section 3 of Article IV. Part-Time 
Employees and Contractors are not eligible to participate in this Plan. 

ARTICLE IV 
PAYMENTS 

1. AUTHORIZATION OF PAYMENTS. No Bonus is payable under the Plan for a Fiscal Year unless the Committee determines 
Bonuses may be payable for such Fiscal Year and provides Participants with written notice of such determination. The Committee, 
thereafter, specifically authorizes the Bonus payments to the Participants, provided the pre-established objectives are met for such 
Fiscal Year. 

2. FINANCIAL GOAL AND PERFORMANCE FACTORS TRIGGERING BONUS. In its sole and absolute discretion, the 
Committee determines Bonus payments under the Plan by establishing quantitative factors specific to the Company, taking into 
account the Participant's level in die Company, and assessing the Participant's attaitunent of qualitative individual performance 
measures. 

a. Ouantitative Company Measures. A Participant's Potential Bonus Percentage is determined based on the Company's Net 
Income. If at the close of any Fiscal Year, the Company achieves Net Income, the Plan will become active for such year; 
otherwise, the Plan will be mactive for any Fiscal Year and no Bonus payments will be made hereunder. Provided Net 
Income resuhs for any Fiscal Year, Potential Bonus Percentages or, if applicable, the discretionary bonus pool is 
determined according to the following schedule: 



(i) Net Income Less Than Trigger Target. If the Company's Net Income for any Fiscal Year is less than the Trigger 
T -̂get (a Net Income amount determmed by the Committee from tune to time), the Committee m its sole discretion 
may establish a Bonus Pool and allocate bonuses among members of the Management Team and/or Staff Team as 
the Committee deems appropriate. No bonuses may be paid to the Executive Tean under this Plan if Net Income 
for any Fiscal Year is less than the Trigger Target. 

(ii) Trigger Target. If the Company's Net Income for any Fiscal Year is equal to or greater than the Trigger Target but 
less than the Stretch Target (as described below), the Potential Bonus Percentages for the CEO, Participants within 
the Executive Team (other than the CEO), the Management Team and the Staff Team shall be amounts determmed 
by the Committee by the last day of the third month following the start of the Fiscal Year to which the bonus 
relates. 

(iii) Stretch Target. If the Company's Net Income for any Fiscal Year is equal to or greater than the Stretch Target (a 
Net Income amount in excess of the Trigger Target, which shall be determined by the Committee from time to 
time), but less than the Enhanced Stretch Target (as described below), the Potential Bonus Percentages for the 
CEO, Participants within the Executive Team (other than the CEO), the Management Team and the Staff Team is 
shall be amounts determined by die Committee by the last day of the third month following the start of the Fiscal 
Year to which the bonus relates. 

(iv) Enhanced Stretch Target. If the Company's Net Income for any Fiscal Year is equal to or greater than the 
Enhanced Stretch Target (a Net Income amount m excess of the Stretch Target, which shall be determined by the 
Committee from time to time), but less than the Super Stretch Target (as described below), the Potential Bonus 
Percentages for the CEO, Participants within the Executive Team (other than the CEO), the Management Team and 
the Staff Team shall be amounts determined by the Committee by the last day of the third month following the start 
of the Fiscal Year to which the bonus relates. 

(v) Super Stretch Target. If the Company's Net Income for any Fiscal Year is equal to or greater than the Super Sfretch 
Target (a Net Income amount in excess of the Enhanced Stretch Target, which shall be determmed by the 
Conunittee from time to time), the Potential Bonus Percentages for the CEO, Participants within the Executive 
Team (other than the CEO), the Management Team and the Staff Team shall be amoimts determined by the 
Committee by the last day of the thu-d month following the start of the Fiscal Year to which the bonus relates. 

(vi) Net Income in Excess of the Super Stretch Target. If die Company's Net Income for any Fiscal Year is greater than 
Super Stretch Target, the 



Participant's Level. If the Committee determines that the Plan is active for any Fiscal Year (as determined under Section 
2(a) ofthis Article IV), the Bonus is payable in an amount appropriate for the Participant's level in the Company. Bonus 
Groups, consistmg of the Executive Team, Management Team and Staff Team, are used to categorize the levels and bonus 
amounts of the Participants. 

Qualitative Individual Measures. The Plan, if active for any Fiscal Year (as determined under Section 2(a) ofthis 
Article IV), is designed to link a Participant's Bonus with the Company's performance by establishmg target objectives for 
each Participant and assessing the Participant's attainment of such objectives. The objectives for each Bonus Group fall 
within the following categories (also referted to as "Compass Points"): 

(i) Executive Team - Financial, investors, customers, peers and leadership, 

(ii) Management Team - Financial, departmental and leadership, 

(iii) Staff Team - Financial, departmental and individual. 

Creation of Goals. The Participants' objectives and measurements thereof shall be written and pre-established. To be pre-
established, the objective must be approved (consistent with the procedures set forth in parts (i) through (iii) ofthis sub
section d.) by the last day of the third month followmg the start of the Fiscal Year to which the objective relates, and the 
outcome must be uncertain at the time the objective is established. To ensure a balanced approach to the various objectives 
applied to determine a Participant's Bonus, each objective will be assigned a weight value (expressed as a percentage) 
based upon the overall objectives of the Company. The foregoing shall be communicated to each Participant as soon as 
practicable after the estabhshment of the objectives, measiu-ements and weight values. 

(i) CEO and Executive Team. The CEO and members of the Executive Team shall recommend objectives (as well as 
measurements and weight values thereof) applicable to the CEO and members of die Executive Team for approval 
by the Committee. Each Executive Team member shall have goals that are specific to their position. Members of 
the Executive Team shall share at least two common objectives, which encourages and requfres the team to work 
closely together to achieve the objectives. 

(ii) Management Team, The CEO and members of the Executive Team shall establish and approve financial, 
departmental and leadership objectives (as well as measurements and weight values thereof) for members of the 
Management Team. 



(iii) Staff Team. The CEO, Executive Team and Management Team, acting jointly or severally, shall establish and 
approve financial, departmental and leadership objectives (as well as measurements and weight values thereof) for 
members of the Staff Team. 

Review Process. As soon as practicable after the Fiscal Year audit is completed and die Plan is determined to be active, 
each Participant's performance will be reviewed m relation to the pre-established Company objectives, as well as the 
execution of the individually-assigned duties. The performance ratings, expressed as a percentage (the Earned Bonus 
Percentage) are applied to determine the amount of the Bonus Payment m accordance with Section 3 ofthis Article IV. 

(i) CEO Review Process. An annual review of the CEO will be completed by the Chairman of the Board and the 
Chairman of the Committee. 

(ii) Executive Team Review Process. An annual review of the Executive Team members, other than the CEO, will be 
completed by the CEO and the Committee. 

(iii) Management Team Review Process. An armual review of the Management Team members will be completed by 
die CEO and members of the Executive Team. 

(iv) Staff Team Review Process. An annual review of the Staff Team members will be completed by the members of 
the Management Team. 

f Initial Year of Plan. For Fiscal Year 2007, the Committee shall, upon the effective date of the Plan, (i) establish the Trigger 
Target, Stretch Target, Enhanced Stretch Target, and Super Stretch Target (collectively, the "Target Thresholds"); 
(ii) establish the Potential Bonus Percentages for the CEO and the Bonus Groups with respect to the various Target 
Thresholds; and (iii) create Participant objectives and cortespondmg measurements and weight values thereof, 
notwithstandmg the provisions of Sections 2(a) and 2(d) of Article IV with respect to the timing for completion of the 
foregoing. 

CALCULATION OF BONUSES. If die Plan is active for any Fiscal Year (as determmed under Section 2(a) of tiiis Article IV), 
each Participant shall become eligible to receive a Bonus, to be paid m accordance with Section 5 ofthis Article, equal to: the 
product of (?0 the Participant's Potential Bonus Percentage, and (y) the Participant's Earned Bonus Percentage, and (z) the 
Participant's base annual salary, as in effect on the last day of the ninth month (April 30th) of the Fiscal Year to which the Bonus 
relates; plus any allocation from the Bonus Pool as determined under Sections 2(a)(i) and 2(a)(vi) of Article IV; and reduced (but 
not below zero) by any amounts paid from the Company's commission incentive programs. 

VESTING. To receive a Bonus, a P^cipant must be an active employee of the Company and in good standmg on the date the 
bonus is paid, pursuant to Section 5 ofthis Article. The Bonus has no cash out value until the payment date. If a P^cipant's 
termination of service occiû s for any reason prior to die payment date, the Participant shall forfeit all rights to the Bonus. 
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5. TIME AND METHOD OF PAYMENT. Each Participant's Bonus shall be paid m a lump simi payment after the Fiscal Year audit 
to which the Bonus relates is completed and the individual evaluation process has been finalized. 

6. APPLICABLE TAXES. 

a. Employment Taxes. The Company shall withhold from each Participant's Bonus, in a maimer determined by the Company, 
the Participant's share of FICA, withholding taxes and other employment taxes. 

b. Income Taxes and Deferred Compensation. Participants are solely responsible and liable for the satisfaction of all taxes and 
penalties that may ^ise in connection with this Plan (including any taxes arising under Section 409A of the Internal 
Revenue Code). Neither the Company nor its affiliates nor any of their directors, agents or employees shall have any 
obligation to indemnify or otherwise hold any Participant harmless from any or all of such taxes. 

ARTICLE V 
RIGHTS OF PARTICIPANTS 

1. FN GENERAL. All payments are subject to the terms and conditions herein. Although Participant's performance may be rated 
periodically during any Fiscal Year and progress may be tracked, all Bonus payments are subject to the calculation as set forth m 
Section 3 of Article IV, herem. The mere existence of periodic performance assessments or Company performance tracking does 
not give the Participant any basis for claiming any Bonus imder this Plan on a pro rata basis during the fiscal year or otherwise. 

2. NOT A CONTRACT OF EMPLOYMENT. Nothmg m fliis Plan gives a Participant the right to remain in the employ of the 
Company. Except to the extent explicitly provided otherwise in a then effective written employment contract executed by the 
Participant and die Company, Participant is an at will employee whose employment may be termmated without liability at any 
time for any reason. 

3. CLAWBACK RELATING TO CERTAIN FINANCIAL RESTATEMENT. To die extent pertnitted by governing law, die Board 
shall have the discretion to require that each member of the Executive Team reimburse the Company for all or any portion of the 
Bonus if: 

a. Bonus Payment Is Dependent on Financial Results. The payment, grant or vesting was predicated upon the achievement of 
certain financial results that were subsequently the subject ofa material financial restatement; 

b. Fraud or Misconduct. In the Board's view, the member of the Executive Team engaged in fraud or misconduct that caused 
or partially caused the need for a material financial restatement by the Company or any substantial affiliate; and 

c. Lower Payment Results. A lower payment, award or vesting would have occiured based upon the restated financial results. 
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In each such instance, the Company will, to the extent practicable and allowable under applicable laws, require 
reimbursement of any Bonus awarded to a member of the Executive Team in the amount by which the individual's annual 
bonus exceeded the lower payment that would have been made based on the restated financial resuhs, plus a reasonable rate 
of interest; provided that the Company will not seek to recover bonuses paid more than three years prior to the date the 
applicable restatement is disclosed. 

In addition, the BocU-d could terminate the member of the Executive Team for cause, authorize legal action for breach of fiduciary 
duty, assert rights under Section 304 of the Sarbanes-Oxley Act, or take such other action to enforce the executive's obligations to the 
Company as may fit die facts surtounding the particular case. 

ARTICLE VI 
ADMINISTRATION 

The Plan shall be administered by the Committee. The Committee shall have the right to construe the Plan, to interpret any provision 
of the Plan, to make rules and regulations relating to the Plan, and to determine any factual question arismg in connection with the 
Plan's operation after such investigation or hearing as the Committee may deem appropriate. Any decision made by the Committee 
imder die provisions ofthis Article shall be conclusive and binding on all parties concerned. The Committee may delegate to the 
officers or employees of the Company the authority to execute and dehver those instruments and documents, to do all acts and things, 
and to take all other steps deemed necessary, advisable or convenient for the administration ofthis Plan in accordance with its terms 
and purpose. 

ARTICLE VII 
AMENDMENT OR TERMINATION OF PLAN 

The Board or the Committee shall have the unilateral right to amend, suspend or termmate this Plan at any time with respect to all or 
some Participants and with respect to any unearned or imvested Bonus that is or could become payable. If such amendment or 
termination of the Plan would have a material and adverse affect on a Participant's earned, but unvested Bonus, then written consent 
of the Participant is required with respect to such Bonus. 

ARTICLE VIII 
EFFECTIVE DATE 

This Plan shall be effective January 25, 2007. 
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Exhibit 99,2 
AMENDMENT NO. 1 TO EMPLOYMENT AGREEMENT 

AMENDMENT NO. 1 TO EMPLOYMENT AGREEMENT, dated January 25,2007 (diis "Amendment"), to die Employment 
Agreement, dated as of August 1, 2005 (the "Agreemenf'), by and between COMMERCE ENERGY GROUP, INC., a Delaware 
corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and STEVEN S. BOSS ("Executive"). 

RECITALS 
A. The parties have entered mto the Agreement; 
B. Section 4(d) of die Agreement provides for the grant to Executive of a restricted stock award of 200,000 shares of Common 

Stock (die "Restricted Stock"); 
C. The Restricted Stock granted pursuant to the Agreement was granted subject to forfeiture and vesting (the Company's right 

to repurchase) as set forth in Section 4(d) of the Agreement; 
D. The first 50,000 shares of Restricted Stock has vested as of August 1,2006, the first anniversary of the Commencement 

Date; 
E. The remaining shares of Restricted Stock have not vested; and 
F. Pursuant to and in accordance with Section 15 of the Agreement, the parties wish to amend the Agreement as set forth in this 

Amendment. 
AGREEMENT 

In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 
which is hereby acknowledged, the parties agree as follows: 

Section 1. Restricted Stock Award. Section 4(d) of the Agreement is hereby amended and restated in its entirety to read: 
"(d) Restricted Stock Award. On the Commencement Date, the Company shall grant to Executive a restricted stock award of 

200,000 shares of Common Stock (the "Restricted Shares"). Such Restricted Shares shall be subject to forfeiture (repurchase right), 
and shall vest (termination of the repurchase right) as follows: (i) 50,000 of the Restricted Shares shall vest as of the first anniversary 
of the Commencement Date; (ii) 75,000 of the Restricted Shares shall vest if the Company achieves net income (defined in 
accordance with generally accepted accounting principles) for the fiscal year ending July 31, 2007 ("fiscal 2007"); and (iii) 75,000 of 
the Restricted Shares shall vest based on the achievement of performance targets for the fiscal year ending July 31,2008 ("fiscal 
2008") established by the Compensation Committee for such purpose within ninety (90) days after the beginning of fiscal 2008. 



To the extent that performance targets for any fiscal year include Company achievement of financial targets, the determmation as to 
whether Restricted Shares have vested will be determined by reference to the Company's audited financial statements for the 
applicable fiscal year, as set forth in the Company's annual report on Form 10-K filed with the Securities and Exchange Commission 
(the "SEC") with respect to such fiscal year. Notwithstanding anything to the confrary herem, if the applicable performance tai^et for 
fiscal 2007 or fiscal 2008 is met, the date of vesting of the Restricted Shares related to such performance target shall be the date on 
which the Company's annual report on Form 10-K for such fiscal year is filed with the SEC. Executive must be employed as of the 
first anniversary of the Commencement Date for 50,000 Restricted Shares to vest as of that date, and further must be employed as of 
the day on which the Company files its annual report on Form lO-K for fiscal 2007 to vest with respect to 75,000 Restricted Shares as 
of that date, and fiirther must be employed as of the day on which the Company files its annual report on Form 10-K for fiscal 2008 to 
vest with respect to 75,000 Restricted Shares as of that date. The restricted stock grant shall be evidenced by a restricted stock 
agreement in the form attached hereto as Exhibit B. as may be amended from time to time. If a conflict arises between this 
Agreement, and the restricted stock agreement, as it may be amended from time to time, the restricted stock agreement as so 
amended, will govern." 

Section 2. Amendment of Restricted Stock Agreement. Exhibit B to the Agreement is hereby amended to read as set forth on 
Exhibit A to this Amendment. 

Section 3. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference in the Agreement to '*this Agreement", 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby. Except as specifically amended hereby, the Agreement is and shall continue to be in full force and effect and is in all respects 
ratified and confirmed. The execution, delivery and effectiveness of diis Amendment shall not, except as expressly provided herem, 
operate as a waiver of any right, power or remedy of any party under the Agreement. Capitalized terms, not otherwise defined herem, 
shall have the meanings set forth in the Agreement. 

Section 4. Incorporation bv Reference. The provisions of Sections 7 (Interpretation, Governing Law and Exclusive Forum), 9 
(Severability), 10 (Successors and Assigns), 11 (Notices), 13 (Dispute Resolution), 14 (Representations), 15 (Amendments and 
Waivers), 16 (Golden Parachute Payments), 18 (Withholding Taxes) and 19 (Counterparts) of the Agreement shall be mcorporated 
into this Amendment, mutatis mutandis, as if references to "this Agreement" in the Agreement were references to "this Amendment" 
in this Amendment. 

Section 5. Entire Agreement. Except for Executive's Stock Option Agreement, Restricted Stock Agreement and Indemnification 
Agreement (the form of each agreement as set forth as an exhibit to the Agreement) and Executive's Amendment No. 1 to Restricted 
Stock Agreement by and between Executive and the Company dated January 25, 2007 (the form of agreement as set forth as an 
exhibit to this Amendment) all oral or written agreements or representations, express or implied, with respect to the subject matter of 
the Agreement, as amended hereby, are set forth m the Agreement, as amended hereby. 
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IN WITNESS WHEREOF, die undersigned have executed, or have caused to be executed, diis Amendment on the date fu-st 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: /S/ LAWRENCE CLAYTON, JR. 
Name: Lawrence Clayton, Jr. 
Title: Chief Financial Officer 

"Executive" 

/S/ STEVEN S. BOSS 
STEVEN S. BOSS 



Exhibit A 
AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT 

AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT, dated January 25, 2007 (diis "Amendment"), to die 
Restricted Stock Agreement, dated as of August 1, 2005 (the "Agreement"), by and between COMMERCE ENERGY GROUP, INC., 
a Delaware corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and STEVEN S. BOSS 
("Recipient"). 

RECITALS 
A. The p^ ie s have entered into an Employment Agreement dated August 1,2005 (the "Employment Agreement"); 
B. Section 4(d) of die Emploj/ment Agreement provides for the grant to Recipient ofa restricted stock award of 200,000 shares 

of Common Stock of the Company (the "Restricted Shares"); 
C. The parties have entered into the Agreement; 
D. Section 1 of the Agreement provides for the grant to Recipient of the Restricted Shares; 
E. Section 2 of the Agreement provides for escrow and repurchase rights relating the Restricted Shares, with Section 2(c) 

specifically providing for termmation of the Company's repurchase right related to the Restricted Shares; 
F. The parties have entered mto Amendment No. 1 to the Employment Agreement dated January 25,2007 by and between the 

Company and Recipient ("Amendment No. 1 to the Employment Agreement") amending the vesting schedule of the Restricted 
Shares; and 

G. Pursuant to and m accordance with Section 8 of the Agreement, the parties wish to amend the Agreement as set forth in this 
Amendment to be consistent with Amendment No. 1 to the Employment Agreement. 

AGREEMENT 
In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 

which is hereby acknowledged, the parties agree as follows: 
Section 1. Termination of the Repurchase Right. Section 2(c) of the Agreement is hereby amended and restated in its entirety to 

read: 



"fc) Termination of the Repiuxhase Right. The Repiu^chase Right shall terminate and cease to be exercisable with respect to 
75,000 of the Restricted Shares if the Company achieves net income (defined in accordance with generally accepted accountmg 
principles) for the fiscal year ending July 31, 2007 ("fiscal 2007") and such fact is confirmed in the Company's annual report on 
Form 10-K for fiscal 2007 filed with the U.S. Securities and Exchange Commission (the "SEC") and die Repurchase Right shall 
terminate and cease to be exercisable with respect to 75,000 of the Restricted Shares if the Company equals or exceeds the 
performance targets established by the Committee for the piuposes ofthis Agreement for the fiscal year ending July 31, 2008. 
Further, the Repurchase Right shall terminate and cease to be exercisable with respect to 50,000 Restricted Shares on the first 
anniversary of the Commencement Date. Notwithstandmg anythmg to the contrary herein, the Repurchase Right for the 75,000 shares 
of Restricted Stock for fiscal 2007 and fiscal 2008, respectively, shall terminate and cease to be exercisable upon the Company filing 
its applicable annual report on Form 10-K with the SEC confirming that the Company has met the applicable performance target. 
Upon the Recipient's termination of employment as a result of termination by the Company without Cause or Resignation by the 
Recipient with Good Reason (as each such term is defined m the Recipient's employment agreement with the Company), the 
Repurchase Right shall terminate and cease to be exercisable with respect to the number of shares that would have vested during the 
twelve (12) month period after such termination if the Recipient remained employed with the Company." 

Section 2. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference m the Agreement to "this Agreement," 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby. Except as specifically amended hereby, the Agreement is and shall continue to be in fiill force and effect and is in all respects 
ratified and confirmed. The execution, delivery and effectiveness ofthis Amendment shall not, except as expressly provided herem, 
operate as a waiver of any right, power or remedy of any party under the Agreement. Capitalized terms, not otherwise defined herein, 
shall have the meanings set forth in the Agreement. 

Section 3. Incorporation bv Reference. The provisions of 9 (Assignment; Successors) and 11 (Choice of Law) of the Agreement 
shall be incorporated into this Amendment, mutatis mutandis, as if references to "this Agreement" in the Agreement were references 
to "this Amendmenf in this Amendment. 

Section 4. Entire Agreement. This Amendment, together with the Agreement, Recipient's Stock Option Agreement dated 
August 1,2005, Recipient's Indemnification Agreement dated August 1,2005, the Employment Agreement, Amendment No. 1 to die 
Employment Agreement and the Plan, constitutes the entfre agreement of the parties and supercedes any and all agreements, either 
oral or in writing, between the parties with respect to the subject matter hereof, as amended hereby. If there is any conflict in terms 
between the Agreement, as amended hereby, and the Employment Agreement, as amended by Amendment No. 1 to the Employment 
Agreement, the terms of the Agreement, as amended hereby, shall prevail. The terms of the Agreement, as amended hereby, shall be 
subject to the terms of the 



Plan, a copy of which may be obtamed by Recipient from the office of the Secretary of the Company; and the Agreement, as amended 
hereby, is subject to all interpretations, amendments, rules and regulations promulgated by the Board from time to time pursuant to the 
Plan. 
[The remainder of the page is intentionally left blank; signatures appear on the following page). \ 
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FN WITNESS WHEREOF, the undersigned have executed, or have caused to be executed, this Amendment on the date first 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: 
Name: Lawrence Clayton, Jr. 
Title: Chief Financial Officer 

"Recipient" 

STEVEN S. BOSS 
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Exhibit 99,3 
AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT 

AMENDMENT NO. 1 TO RESTRJCTED STOCK AGREEMENT, dated January 25, 2007 (diis "Amendment"), to the 
Restricted Stock Agreement, dated as of August 1, 2005 (the "Agreemenf), by and between COMMERCE ENERGY GROUP, INC., 
a Delaware corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and STEVEN S. BOSS 
("Recipient"). 

RECITALS 
A. The parties have entered into an Employment Agreement dated August 1,2005 (the "Employment Agreemenf); 
B. Section 4(d) of the Employment Agreement provides for the grant to Recipient ofa restricted stock award of 200,000 shares 

of Common Stock of the Company (the "Restricted Shares"); 
C. The parties have entered into the Agreement; 
D. Section 1 of the Agreement provides for the grant to Recipient of the Restricted Shares; 
E. Section 2 of the Agreement provides for escrow and repurchase rights relating the Restricted Shares, with Section 2(c) 

specifically providing for termination of the Company's repurchase right related to the Restricted Shares; 
F. The parties have entered into Amendment No. 1 to the Employment Agreement dated January 25, 2007 by and between the 

Company and Recipient ("Amendment No. 1 to the Employment Agreemenf) amending the vesting schedule of the Restricted 
Shares; and 

G. Pursuant to and in accordance with Section 8 of the Agreement, the parties wish to amend the Agreement as set forth in this 
Amendment to be consistent with Amendment No. 1 to the Employment Agreement. 

AGREEMENT 
In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 

which is hereby acknowledged, the parties agree as follows: 
Section 1. Termination of the Repurchase Right. Section 2(c) of the Agreement is hereby amended and restated in its entirety to 

read: 

i 



"(c) Termination of the Repurchase Right. The Repurchase Right shall terminate and cease to be exercisable with respect to 
75,000 of die Restricted Shares if the Company achieves net income (defined in accordance with generally accepted accounting 
principles) for the fiscal year endmg July 31, 2007 ("fiscal 2007") and such fact is confirmed in the Company's annual report on 
Form lO-K for fiscal 2007 filed with the U.S. Securities and Exchange Commission (the "SEC") and the Repurchase Right shall 
terminate and cease to be exercisable with respect to 75,000 of the Restricted Shares if the Company equals or exceeds the 
performance targets established by the Committee for the purposes ofthis Agreement for the fiscal year ending July 31, 2008. 
Further, the Repurchase Right shall terminate and cease to be exercisable with respect to 50,000 Restricted Shares on the first 
anniversary of the Commencement Date. Notwithstanding anything to the contrary herem, the Repurchase Right for the 75,000 shares 
of Restricted Stock for fiscal 2007 and fiscal 2008, respectively, shall terminate and cease to be exercisable upon the Company filing 
its applicable annual report on Form 10-K with die SEC confirming that the Company has met the applicable performance target. 
Upon the Recipient's termination of employment as a resuh of termination by the Company without Cause or Resignation by the 
Recipient with Good Reason (as each such term is defined in the Recipient's employment agreement with the Company), the 
Repurchase Right shall termmate and cease to be exercisable with respect to the number of shares that would have vested during die 
twelve (12) month period after such termination if the Recipient remained employed with the Company." 

Section 2. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference in the Agreement to "this Agreement," 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby. Except as specifically amended hereby, the Agreement is and shall continue to be in fiill force and effect and is in all respects 
ratified and confirmed. The execution, delivery and effectiveness ofthis Amendment shall not, except as expressly provided herein, 
operate as a waiver of any right, power or remedy of any party under the Agreement. Capitalized terms, not otherwise defined herem, 
shall have the meanings set forth in the Agreement. 

Section 3. Incorporation bv Reference. The provisions of 9 (Assignment; Successors) and 11 (Choice of Law) of the Agreement 
shall be incorporated into this Amendment, mutatis mutandis , as if references to 'this Agreement" m the Agreement were references 
to "this Amendmenf in this Amendment. 

Section 4. Entfre Agreement. This Amendment, together with the Agreement, Recipient's Stock Option Agreement dated 
August 1,2005, Recipient's Indemnification Agreement dated August 1,2005, the Employment Agreement, Amendment No. 1 to the 
Employment Agreement and the Plan, constitutes the entu-e agreement of the parties and supercedes any and all agreements, either 
oral or in writing, between the parties with respect to the subject matter hereof, as amended hereby. If there is any conflict m terms 
between the Agreement, as amended hereby, and the Employment Agreement, as amended by Amendment No. 1 to the Employment 
Agreement, the terms of the Agreement, as amended hereby, shall prevail. The terms of the Agreement, as amended hereby, shall be 
subject to the terms of the 



Plan, a copy of which may be obtained by Recipient from the office of the Secretary of the Company; and the Agreement, as amended 
hereby, is subject to all interpretations, amendments, rules and regulations promulgated by the Board fi*om tune to time pursuant to the 
Plan. 
[The remainder of the page is intentionally left blank; signatures appear on the following page).[ 



IN WITNESS WHEREOF, the undersigned have executed, or have caused to be executed, this Amendment on the date first 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: ISl LAWRENCE CLAYTON, JR. 

Name: Lawrence Clayton, Jr. 
Title: Chief Financial Officer 

"Recipient" 

/S/ STEVEN S. BOSS 

STEVEN S. BOSS 



Exhibit 99,4 
AMENDMENT NO. 2 TO EMPLOYMENT AGREEMENT 

AMENDMENT NO. 2 TO EMPLOYMENT AGREEMENT, dated January 25, 2007 (this "Amendmenf), to die Employment 
Agreement, dated as of December 1,2005 (die "Agreemenf), by and between COMMERCE ENERGY GROUP, INC., a Delaware 
corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and LAWRENCE CLAYTON, JR. 
("Executive"). 

RECITALS 
A. The parties have entered into the Agreement; 
B. On November 30, 2006, the parties entered mto Amendment No. 1 to the Agreement whereby Section 4 (f) of the Agreement 

entitled "Relocation Payment; Reimbursement of Relocation Costs" was amended and restated in its entirety ("Amendment No. 1"); 
C. Section 4(d) of the Agreement provides for the grant to Executive of a restricted stock award of 45,000 shares of Common 

Stock (the "Restricted Stock"); 
D. The Restricted Stock granted pursuant to the Agreement was granted subject to forfeiture and vesting (the Company's right 

to repurchase) as set forth in Section 4(d) of the Agreement; 
E. The fu^t 15,000 shares of Resfricted Stock has vested as of December 1,2006, the first aimiversary of the Commencement 

Date; 
F. The remaining shares of Restricted Stock have not vested; and 
G. Pursuant to and in accordance with Section 16 of the Agreement, the parties wish to amend the Agreement as set forth in this 

Amendment. 
AGREEMENT 

In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 
which is hereby acknowledged, the parties agree as follows: 

Section 1. Restricted Stock Award. Section 4(d) of the Agreement is hereby amended and restated in its entirety to read: 
"(d> Restricted Stock Award. On the Commencement Date, for past services rendered to the Company, the Company shall grant to 

Executive a stock bonus award in the form of 45,000 shares of Common Stock (the "Restricted Shares"). Such Restricted Shares shall 
be subject to forfeiture (repurchase right), and shall vest (termination of the repurchase right) as follows: (i) 15,000 of the Restricted 
Shares shall vest as of the first 



anniversary of the Commencement Date; (ii) 15,000 of the Restricted Shares shall vest if the Company achieves net income (defined 
in accordance with generally accepted accounting principles) for the fiscal year endmg July 31, 2007 ("fiscal 2007"); and (iii) 15,000 
of the Restricted Shares shall vestbasedonachievementof performance targets for the fiscal year ending July 31,2008 ("fiscal 
2008") established by the Compensation Committee for such purpose within ninety (90) days after the beginning of fiscal 2008. To 
the extent that performance targets for any fiscal year include Company achievement of financial targets, the determination as to 
whether Restricted Shares have vested will be determined by reference to the Company's audited financial statements for the 
applicable fiscal year, as set forth in the Company's aimual report on Form 10-K filed with the Securities and Exchange Commission 
(the "SEC") with respect to such fiscal year. Notwithstanding anything to the contrary herem, if the performance target for fiscal 2007 
or fiscal 2008 is met, the date of vesting of the Restricted Shares related to such performance target shall be the date on which the 
Company's aimual report on Form lO-K for such fiscal year is filed with the SEC. Executive must be employed as of the first 
anniversary of the Commencement Date for 15,000 Restricted Shares to vest as of that date, and further must be employed as of the 
day on which the Company files its annual report on Form 10-K for fiscal 2007 to vest with respect to 15,000 Restricted Shares as of 
that date, and further must be employed as of the day on which the Company files its annual report on Form 10-K for fiscal 2008 to 
vest with respect to 15,000 Restricted Shares as of that date. The restricted stock grant shall be evidenced by a restricted stock 
agreement in the form attached hereto as Exhibit B. as may be amended from time to time. If a conflict arises between this 
Agreement and the restricted stock agreement, as may be amended from time to time, the restricted stock agreement, as so amended, 
will govern." 

Section 2. Amendment of Restricted Stock Agreement. Exhibit B to the Agreement is hereby amended to read as set forth on 
Exhibit A to this Amendment. 

Section 3. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference in the Agreement to "this Agreemenf, 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby and by Amendment No. 1. Except as specifically amended hereby and by Amendment No. 1, the Agreement is and shall 
continue to be m fiill force and effect and is in all respects ratified and confirmed. The execution, delivery and effectiveness ofthis 
Amendment shall not, except as expressly provided herem, operate as a waiver of any right, power or remedy of any party imder the 
Agreement, as amended by Amendment No. I. Capitalized terms, not otherwise defined herein, shall have the meanings set forth in 
the Agreement. 

Section 4. Incorporation bv Reference. The provisions of Sections 7 (Interpretation, Governing Law and Exclusive Forum), 10 
(Severability), 11 (Successors and Assigns), 12 (Notices), 14 (Dispute Resolution), 15 (Representations), 16 (Amendments and 
Waivers), 17 (Golden Parachute Payments), 19 (Withholding Taxes) and 20 (Counterparts) of the Agreement shall be incorporated 
mto this Amendment, mutatis mutandis, as if references to "this Agreement" in the Agreement were references to "this Amendmenf 
m this Amendment. 



Section 5. Entire Agreement. Except for Executive's Stock Option Agreement, Restricted Stock Agreement and Indemnification 
Agreement (the form of each agreement as set forth as an exhibit to the Agreement) and Executive's Amendment No. I to Restricted 
Stock Agreement by and between Executive and the Company dated January 25,2007 (the form of agreement as set forth as an 
exhibit to this Amendment) all oral or written agreements or representations, express or implied, with respect to the subject matter of 
the Agreement, as amended hereby and Amendment No. 1, are set forth in the Agreement, as amended hereby and Amendment No, 1. 

FN WITNESS WHEREOF, the undersigned have executed, or have caused to be executed, this Amendment on the date first 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: /S/STEVEN S, BOSS 

Name: Steven S. Boss 
Title: Chief Executive Officer 

"Executive" 

/S/ LAWRENCE CLAYTON, JR. 

LAWRENCE CLAYTON, JR. 



Exhibit A 
AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT 

AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT, dated January 25,2007 (this "Amendment"), to the 
Restricted Stock Agreement, dated as of August 1, 2005 (the "Agreemenf), by and between COMMERCE ENERGY GROUP, INC., 
a Delaware corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and LAWRENCE 
CLAYTON, JR. ("Recipient"). 

RECITALS 
A. The parties have entered into an Employment Agreement dated December 1,2005 (the "Employment Agreemenf); 
B. The parties have entered mto Amendment No. I to the Employment Agreement dated November 30, 2006 whereby Section 

4(f) of the Employment Agreement entifled "Relocation Payment; Reimbursement of Relocation Costs" was amended and restated m 
its entirety ("Amendment No. 1 to the Employment Agreement"); 

C. Section 4(d) of the Employment Agreement provides for the grant to Recipient of a restricted stock award of 45,000 shares of 
Common Stock of the Company (the "Restricted Shares"); 

D. The parties have entered mto the Agreement; 
E. Section 1 of the Agreement provides for the grant to Recipient of the Restricted Shares; 
F. Section 2 of the Agreement provides for escrow and repurchase rights relating the Restricted Shares, with Section 2(c) 

specifically providing for termmation of the Company's repurchase right related to the Restricted Shares; 
G. The parties have entered mto Amendment No. 2 to the Employment Agreement dated January 25,2007 by and between the 

Company and Recipient ("Amendment No. 2 to the Employment Agreemenf) amending the vesting schedule of the Restricted 
Shares; and 

H. Pursuant to and in accordance with Section 8 of the Agreement, the parties wish to amend the Agreement as set forth in this 
Amendment to be consistent with Amendment No. 2 to the Employment Agreement. 

AGREEMENT 
In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 

which is hereby acknowledged, the parties agree as follows: 



Section 1. Termination of the Repurchase Right. Section 2(c) of the Agreement is hereby amended and restated in its entuety to 
read: 

"(c) Termination of the Repurchase Right. With respect to the fiscal year ending July 31, 2007 ("fiscal 2007'*), the Repurchase 
Right shall terminate and cease to be exercisable with respect to 15,000 of the Restricted Shares if the Company achieves net income 
(defined in accordance with generally accepted accountmg principles) for fiscal 2007 and such fact is confirmed in the Company's 
annual report on Form 10-K for fiscal 2007 filed with the U.S. Securities and Exchange Commission (die "SEC"), and with respect to 
the fiscal year ending July 31,2008 ("fiscal 2008"), the Repurchase Right shall terminate and cease to be exercisable with respect to 
15,000 of the Restricted Sh^es if the Company equals or exceeds the performance target (s) established by the Committee for 
purposes ofthis Agreement for fiscal 2008. Further, the Repurchase Right shall terminate and cease to be exercisable with respect to 
15,000 Restricted Shares on the first anniversary of the Commencement Date. Notwithstanding anything to the contrary herein, the 
Repurchase Right for the 15,000 shares of Restricted Stock for fiscal 2007 and fiscal 2008, respectively, shall terminate and cease to 
be exercisable upon the Company filing its applicable annual report on Form 10-K with the SEC confirming that the Company has 
met the applicable performance target. Upon die Recipient's termination of employment as a resuh of termination by the Company 
without Cause or Resignation by the Recipient with Good Reason (as each such term is defined in the Recipient's employment 
agreement with the Company), the Repurchase Right shall terminate and cease to be exercisable with respect to the number of shares 
that would have vested during the twelve (12) month period after such termination if the Recipient remained employed with the 
Company, as long as Recipient signs the severance agreement and general release document attached to the Employment 
Agreement." 

Section 2. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference m the Agreement to "this Agreement," 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby. Except as specifically amended hereby, the Agreement is and shall continue to be in full force and effect and is in all respects 
ratified and confirmed. The execution, delivery and effectiveness ofthis Amendment shall not, except as expressly provided herein, 
operate as a waiver of any right, power or remedy of any party under the Agreement. Capitalized terms, not otherwise defined herein, 
shall have the meanings set forth in the Agreement. 

Section 3. Incorporation by Reference. The provisions of Sections 9 (Assignment; Successors) and 11 (Choice of Law) of the 
Agreement shall be incorporated mto this Amendment, mutatis mutandis , as if references to "this Agreemenf in the Agreement were 
references to "this Amendment" m this Amendment. 

Section 4. Entire Agreement. This Amendment, together with the Agreement, Recipient's Stock Option Agreement dated 
December 1, 2005, Recipient's Indemnification Agreement dated December 1,2005, the Employment Agreement, Amendment No, 1 
to the Employment Agreement, Amendment No. 2 to die Employment Agreement and the Plan, constitutes the enlffe agreement of the 
parties and supercedes any and all agreements, 

- 2 -



either oral or m writing, between the parties with respect to the subject matter hereof, as amended hereby. If there is any conflict in 
terms between the Agreement, as amended hereby, and the Employment Agreement, as amended by Amendment No. 1 to the 
Employment Agreement and Amendment No. 2 to die Employment Agreement, the terms of the Agreement, as amended hereby, shall 
prevail. The terms of the Agreement, as amended hereby, shall be subject to the terms of the Plan, a copy of which may be obtamed by 
Recipient from the office of the Secretary of the Company; and die Agreement, as amended hereby, is subject to all interpretations, 
amendments, rules and regulations promulgated by the Board from time to time pursuant to the Plan. 

IN WITNESS WHEREOF, the undersigned have executed, or have caused to be executed, this Amendment on the date first 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: 
Name: Steven S. Boss 
Title: Chief Executive Officer 

"Recipient" 

LAWRENCE CLAYTON, JR. 

3 -



Exhibit 99.5 
AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT 

AMENDMENT NO. 1 TO RESTRICTED STOCK AGREEMENT, dated January 25, 2007 (tiiis "Amendmenf), to die 
Restricted Stock Agreement, dated as of August 1, 2005 (the "Agreemenf), by and between COMMERCE ENERGY GROUP, INC., 
a Delaware corporation, on behalf of itself and any and all of its subsidiaries (together, the "Company"), and LAWRENCE 
CLAYTON, JR. ("Recipient"). 

RECITALS 
A. The parties have entered into an Employment Agreement dated December 1, 2005 (the "Employment Agreemenf); 
B. The parties have entered mto Amendment No. I to the Employment Agreement dated November 30,2006 whereby Section 

4(f) of the Employment Agreement entitled "Relocation Payment; Reimbursement of Relocation Costs" was amended and restated ui 
its entirety ("Amendment No. 1 to the Employment Agreemenf); 

C. Section 4(d) of the Employment Agreement provides for the grant to Recipient ofa restricted stock award of 45,000 shares of 
Common Stock of the Company (the "Restricted Shares"); 

D. The parties have entered mto the Agreement; 
E. Section I of the Agreement provides for the grant to Recipient of the Restricted Shares; 
F. Section 2 of the Agreement provides for escrow and repurchase rights relatmg the Restricted Shares, with Section 2(c) 

specifically providing for termination of the Company's repurchase right related to the Restricted Shares; 
G. The parties have entered into Amendment No. 2 to the Employment Agreement dated January 25, 2007 by and between the 

Company and Recipient ("Amendment No. 2 to the Employment Agreement") amending the vesting schedule of the Restricted 
Shares; and 

H. Pursuant to and in accordance with Section 8 of the Agreement, the parties wish to amend the Agreement as set forth in this 
Amendment to be consistent with Amendment No. 2 to the Employment Agreement. 

AGREEMENT 
In consideration of the rights and obligations contained herein, and for other good and valuable consideration, the adequacy of 

which is hereby acknowledged, the parties agree as follows: 



Section 1. Termination of the Repurchase Right. Section 2(c) of the Agreement is hereby amended and restated in its entirety to 
read: 

"(c) Termination of the Repurchase Right. With respect to the fiscal year ending July 31, 2007 ("fiscal 2007"), the Repurchase 
Right shall terminate and cease to be exercisable with respect to 15,000 of the Restricted Shares if the Company achieves net income 
(defined in accordance with generally accepted accounting principles) for fiscal 2007 and such fact is confirmed m the Company's 
annual report on Form 10-K for fiscal 2007 filed with the U.S. Securities and Exch^ge Commission (the "SEC"), and with respect to 
the fiscal year ending July 31, 2008 ("fiscal 2008"), the Repurchase Right shall terminate and cease to be exercisable with respect to 
15,000 of the Restricted Shares if the Company equals or exceeds the performance target (s) established by the Committee for 
purposes ofthis Agreement for fiscal 2008. Further, the Repurchase Right shall terminate and cease to be exercisable with respect to 
15,000 Restricted Shares on the first anniversary of the Commencement Date. Notwithstanding anything to the contrary herem, the 
Repurchase Right for the 15,000 shares of Restricted Stock for fiscal 2007 and fiscal 2008, respectively, shall terminate and cease to 
be exercisable upon the Company filing its applicable annual report on Form 10-K with the SEC confirming that the Company has 
met the applicable performance target. Upon the Recipient's termination of employment as a result of termination by the Company 
without Cause or Resignation by the Recipient with Good Reason (as each such term is defined in the Recipient's employment 
agreement with the Company), the Repurchase Right shall terminate and cease to be exercisable with respect to the number of shares 
that would have vested during the twelve (12) month period after such termination if the Recipient remained employed with the 
Company, as long as Recipient signs the severance agreement and general release document attached to the Employment 
Agreement." 

Section 2. Effect of Amendment. Upon effectiveness ofthis Amendment, each reference in the Agreement to "this Agreement," 
"hereunder," "hereof or words of like import referring to the Agreement shall mean and be a reference to the Agreement, as amended 
hereby. Except as specifically amended hereby, the Agreement is and shall continue to be in full force and effect and is in all respects 
ratified and confirmed. The execution, delivery and effectiveness ofthis Amendment shall not, except as expressly provided herein, 
operate as a waiver of any right, power or remedy of any party under the Agreement. Capitalized terms, not otherwise defined herein, 
shall have the meanings set forth in the Agreement. 

Section 3. Incorporation bv Reference. The provisions of Sections 9 (Assignment; Successors) and 11 (Choice of Law) of the 
Agreement shall be incorporated into this Amendment, mutatis mutandis , as if references to "this Agreement" in the Agreement were 
references to "this Amendmenf in this Amendment. 

Section 4. Enthe Agreement. This Amendment, together with the Agreement, Recipient's Stock Option Agreement dated 
December 1, 2005, Recipient's Indemnification Agreement dated December 1,2005, the Employment Agreement, Amendment No. 1 
to die Employment Agreement, Amendment No. 2 to the Employment Agreement and the Plan, constitutes the entire agreement of the 
parties and supercedes any and all agreements, 

- 2 -



eidier oral or in v^riting, between the parties with respect to the subject matter hereof, as amended hereby. If there is any conflict in 
terms between the Agreement, as amended hereby, and the Employment Agreement, as amended by Amendment No. 1 to the 
Employment Agreement and Amendment No. 2 to the Employment Agreement, the terms of the Agreement, as amended hereby, shall 
prevail. The terms of the Agreement, as amended hereby, shall be subject to the terms of the Plan, a copy of which may be obtained by 
Recipient from the office of the Secretary of the Company; and the Agreement, as amended hereby, is subject to all interpretations, 
amendments, rules and regulations promulgated by the Board from time to time pursuant to the Plan. 

IN WITNESS WHEREOF, the undersigned have executed, or have caused to be executed, this Amendment on the date first 
above written. 

"Company" 

COMMERCE ENERGY GROUP, INC. 

By: /S/ STEVEN S. BOSS 

Name: Steven S. Boss 
Title: Chief Executive Officer 

"Recipient" 

ISl LAWRENCE CLAYTON, JR. 

LAWRENCE CLAYTON, JR. 

- 3 -



Exhibit 99.6 
COMMERCE ENERGY GROUP, INC. 

AMENDED AND RESTATED NON-EMPLOYEE DIRECTOR COMPENSATION POLICY 
Effective January 25,2007 

On January 25, 2007, the Board of Directors of Commerce Energy Group, Inc. amended and restated the following compensation 
policy with respect to the Company's non-employee directors. This policy may be changed by the Board of Duectors from time-to-
time. 

Cash Compensation. Each non-employee director is paid a quarterly retainer of $8,000, a fee of $1,000 for each Board meeting 
which the Board member attends in person and a fee of $750 for each Board meeting which the Board member attends telephonically. 
The non-executive Chafrman of the Board will also receive a supplemental quarterly retainer of $4,000. Directors who served on 
Board committees (other than the chafrman of such committee) are paid $750 for each committee meeting the Board member attends 
in person and a fee of $500 for each committee meeting which the Board member attends telephonically. Committee chairpersons are 
paid $1,000 for each committee meeting the chairperson attends, whether in person or telephonically. On days on which there are 
more than one committee meeting that a board member attends, the Board member shall be paid for only one meeting; if applicable, 
the meeting that such member is the chair. In addition, each non-employee dhector is entitled to receive reimbursement for reasonable 
travel expenses in accordance with the Company's travel expense poHcy with respect to each Board or Board committee meeting that 
such non-employee director attends in person if the director resides 25 miles or more from the site of the meeting. 

Equity-Based Awards. On the date of the initial appointment or election of each non-employee dfrector to the Board, he or she will 
be issued 20,000 restricted shares of the Company's common stock, par value $.001 per share ("Common Stock"), pursuant to the 
Company's 2006 Stock Incentive Plan, or any successor plan, and such shares shall vest in full on the fu*st day of the month in which 
the one year anniversary of the date of issuance occurs with any unvested shares being forfeited to the Company if the Board 
member's service is terminated. 

In addition, on the date of each annual meeting of stockholders at which directors are elected, each non-employee director who is 
either re-elected as a non-employee dhector or who continues in office as an incumbent non-employee du^ector, will be issued 20,000 
shares of restricted Common Stock pursuant to the Company's 2006 Stock Incentive Plan, or any successor plan, and such shares shall 
vest in fiill on January 1 of the next succeeding calendar year after the date of issuance with any unvested shares being forfeited to the 
Company if the Board member's service is terminated. 

Created by lOKWizard www. 10KWizard.comSource: COMMERCE ENERGY GROU, 8-K, January 31, 2007 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
Date of Report (Date of earliest event reported): October 19,2006 

COMMERCE ENERGY GROUP, INC. 
(Exact Name of registrant as specified in its charter) 

Delaware 001-32239 20-0501090 
(State or other (Commission File Number) (IRS Employer 

jurisdiction of incorporation) Identification No.) 

600 Anton Blvd., Suite 2000 92626 
Costa Mesa, California (Zip Code) 

(Address of principal executive offices) 

Registrant's telephone number, including area code: (714) 259-2500 
Not Applicable 

(Former name or former address, if changed since last report) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 
D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
D Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
D Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2 (b)) 
D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 1.01.Entry into a Material Defmitive Agreement 
Compensation Increase for Thomas S. Ulry 
On October 19,2006, the Compensation Committee of the Board of Du-ectors (the "Board") of Commerce Energy Group, Inc. (the 

"Company") increased the annual base salary of Mr. Thomas S. Ulry, Senior Vice President, Sales & Marketing, from $225,000 to 
$250,000, effective October 1, 2006, and awarded Mr. Ulry a $25,000 discretionary cash bonus. 

Appointment of Nick Cioll as an Executive Officer and Compensation Increase for Mr. do l l 
On October 20,2006, the Board appomted Mr. Nick Cioll as Vice President, Chief Risk Officer of the Company and designated 

Mr. Cioll as an executive officer of the Company for purposes of the Securities Exchange Act of 1934, as amended (the "Exchange 
Act"), and as an officer for purposes of Section 16 of the Exchange Act. On the same day, the Compensation Committee of the Board 
mcreased the annual base salary of Mr. Cioll from $152,000 to $172,000 and awarded Mr. Cioll a $20,000 discretionary cash bonus, 
effective immediately. Previously, Mr. Cioll was the Vice President, Risk Management of Commerce Energy, Inc., the principal 
operating subsidiary of die Company, a position he held since September 2004. 
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SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 

be signed on its behalf by the undersigned, thereunto duly authorized. 

COMMERCE ENERGY GROUP, INC, 
a Delaware corporation 

Date: October 25,2006 By: ISl STEVEN S. BOSS 
Steven S. Boss 

Chief Executive Officer 

Created by lOKWizard www.lOKWizard.comSource: COMMERCE ENERGY GROU, 8-K, October 25, 2006 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

Form 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
Date of Report (Date of earliest event reported): December 7« 2005 

COMMERCE ENERGY GROUP, INC. 
(Exact Name of registrant as specified in its charter) 

Delaware 001-32239 20-0501090 
(State or other Jurisdiction of (Commission File Number) (IRS Employer 

incorporation) Identification No.) 
600 Anton Blvd., Suite 2000 92626 

Costa Mesa, California (Zip Code) 
(Address of principal executive offices) 

Registrant's telephone number, including area code: 
(714)258-0470 
Not Applicable 

(Former name or former address, if changed since last report) 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 

registrant under any of the following provisions: 
D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

n Solicitmg material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

D Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2 (b)) 

n Pre-commencement communications pursuant to Rule 13e-4(c) imder the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 5.02. Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal Officers 
On December 7,2005, Ian B. Carter, a member of the Board of Directors of Commerce Energy Group, Inc. (the "Company"), 

gave written notice of his resignation as a Class III director of the Company, effective December 9, 2005. Mr, Carter did not resign 
due to any disagreement with the Company or its management but rather to pursue other interests. 

On December 8,2005, the Company issued a press release regarding Mr. Carter's resignation, a copy of which is attached hereto 
as Exhibit 99.1. 
Item 9,01. Financial Statements and Exhibits. 

Exhibit No. Description 

99.1 Press Release dated December 8,2005. 



Table of Contents 

SIGNATURES 
Pursuant to the requirements of the Seciuities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 

be signed on its behalf by the undersigned, thereunto duly authorized. 
COMMERCE ENERGY GROUP, INC. 
a Delaware corporation 

By: /s/ STEVEN S. BOSS 

Steven S. Boss 
Chief Executive Officer 

Date: December 8, 2005 
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Exhibit No. Description 

99.1 Press Release dated December 8,2005. 
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NEWS RELEASE 

Exhibit 99.1 

Ian B. Carter Resigns As a Director of Commerce Energy Group, Inc. 
COSTA MESA, CA, December 8, 2005 — Commerce Energy Group, Inc. (AMEX: EGR) (the "Company") announced that, after 

serving nearly seven years as a member of the Board of Directors of the Company and its predecessors, Ian B. Carter tendered his 
resignation as a Class III Duector on December 7, 2005, effective on December 9,2005, in order to pursue other mterests mcluding 
servmg on the Board of Advisors for the Association of Graduates, a non-profit organization that supports his ahna matter, the United 
State Military Academy at West Point, New York. Currently, Mr. Carter is a member of the Fmance and Business Opportunities 
Committee of the Association. He is also the President-elect of the West Point Society of Orange County (WPSOC). 

Speaking on behalf of the Board, Steven S. Boss, chief executive officer and a member of the Board stated "The Company wishes 
to express its gratitude to Mr. Carter for his effective leadership during a very challenging and critical period for the Company. 
Mr. Carter made numerous significant contributions to the Company's success, helping it become one of the largest independent retail 
energy marketers in the nation. Among Mr. Carter's accomplishments are his initiative to list the Company's shares of cotiunon stock 
on the American Stock Exchange, providmg its stockholders with an established trading market for their shares, and his efforts in 
successfully settling disputes with the California Public Utilities Commission and the Department of Corporations during the early 
years in the Company's history. We wish Ian all the best in his fiiture endeavors." 

In his letter of resignation, Mr. Carter expressed his thanks to the following people: 
"A few very special thanks are in order. I thank the initial board members, that included Brad Gates, Vivian Anderson, Junona 

Jonas, and Bob Perkins. Without question, during this early period in the Company's history, they placed theu- personal integrity 
and ethics on the Ime and fought a courteous battle to provide this Company credibility. Without thek efforts, this Company 
might not exist today. 

Equally as unportant as these directors is the dedicated, loyal, competent and hard working group of employees that helped 
make this Company successful and allowed us to build the Company into a publicly traded company on the American Stock 
Exchange. I am proud to have been affiliated with them, and I thank them for theu- efforts. They succeeded where most others 
failed, under difficult cu-cumstances in a highly competitive and volatile envkonment. 

1 thank the ciurent Board for completing a process to identify the most qualified management to move the Company forward 
for the benefit of all shareholders. Mr. Boss has been identified as the right person at this time for the Company and I 
wholeheartedly support that choice. 

I thank the shareholders for the trust and support they have afforded me. It has been my privilege and honor to serve them. 
Thank you." 

About Commerce Energy Group, Inc. 
Conunerce Energy Group, Inc. (AMEX:EGR) is a leadmg U.S. electricity and natural gas marketing company, operating through 

its wholly-owned subsidiaries. Commerce Energy, Inc. and Skipping Stone Inc. Commerce Energy, Inc. is a FERC-licensed 
unregulated retail marketer of natiu^l gas and electricity to homeowners, commercial and mdustrial consumers and institutional 
customers m ten states. Skipping Stone is 



an energy consulting futn serving utilities, pipelines, merchant trading and technology companies. For more information, visit 
www.commerceenergygroup.com . 
Contacts: 
At Commerce Energy Group, Inc. At PondelWilkinson Inc. 
Investor Relations Cecilia Wilkinson/Wade Huckabee 
(800) 962- 4655 (310) 279-5980 
InvestorRelations@commerceenergy.com cwilkinson@pondel.com/whuckabee@pondel.com 

Created by lOKWizard www. lOKWizard.comSource: COMMERCE ENERGY GROU, 8-K, December 08, 2005 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): November 10,2005 

COMMERCE ENERGY GROUP, INC. 
(Exact Name of registrant as specified in its charier) 

Delaware 001-32239 20-0501090 
(State or other Jurisdiction of (Commission File Number) (IRS Employer 

incorporation) Identification No.) 

600 ADton Blvd., Suite 2000 
Costa Mesa, California 92626 

(Address of principal executive offices) (Zip Code) 

Registrant's telephone number, including area code: (714) 259-2500 

Not Applicable 
(Former name or former address, if changed since last report) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant 
under any of the following provisions: 
D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

a Soliciting material pursuant to Rule 14a-12 under die Exchange Act (17 CFR 240.14a-12) 

n Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2 (b)) 

D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



Item 1.01. Entry into a Material Definitive Agreement 

On November 10, 2005, Commerce Energy, Inc. ("Commerce"), a wholly-owned and die principal operating subsidiary of 
Commerce Energy Group, Inc., and American Communications Network ("ACN") entered into the First Amendment to Sales Agency 
Agreement (the "Amendment"). The Amendment provides that either Commerce or ACN shall give the other party written notice of 
termination at least 30 days prior to the expiration of the initial and any successive term of the Sales Agency Agreement. The Sales 
Agency Agreement previously called for written notice of termination being delivered 90 days prior to the expiration of the initial and 
any successive term. If no notice of termination is given, the Sales Agency Agreement is automatically renewed on a year-to-year 
basis. A copy of the Amendment is attached hereto as Exhibit 99.1 and is incorporated herein by reference. 

Item 9.01. Financial Statements and Exhibits. 

Exhibit No. Description 

99.1 First Amendment to Sales Agency Agreement dated November 10,2005, by and among Commerce Energy, Inc. and American 
Communications Network. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 
be signed on its behalf by the undersigned, thereunto duly authorized. 

Commerce Energy Group, Inc. 
a Delaware corporation 

By; /s/ Steven S. Boss 

Steven S. Boss 
Chief Executive Officer 

Date: November 17,2005 
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99,1 First Amendment to Sales Agency Agreement dated November 10,2005, by and among Commerce Enei^, Inc. and American 
Communications Network. 



Exhibit 99.1 

FIRST AMENDMENT TO 
SALES AGENCY AGREEMENT 

This First Amendment to Sales Agency Agreement (this "Amendment") is dated as of 
November 10, 2005 by and between American Communications Network, Inc. ("ACN") 
and Commerce Energy, Inc. the predecessor to Commonwealth Energy Corporation 
(hereinafter individually and collectively referred to as "Buyer"). 

RECITALS 

On February 9, 2005, ACN and Buyer entered into that certain Sales Agency 
Agreement (the "SAA"). Buyer and ACN wish to amend the SAA as follows: 

Section 3. Agency Period; Termination. The second full sentence of the first 
paragraph which currently reads: "Upon the expiration of such one-year period, 
this Agreement shall be automatically renewed on a year-to-year basis unless 
terminated by either Buyer or ACN by the giving of written notice of termination 
to the other party hereto at least 90 days prior to the expiration of the 
initial and successive term." shall be amended to replace the number 90 with the 
number 30. 

The new sentence will read as follows: "Upon the expiration of such one-year 
period, this Agreement shall be automatically renewed on a year-to-year basis 
unless terminated by either Buyer or ACN by the giving of written notice of 
termination to the other party hereto at least 30 days prior to the expiration 
of the initial and successive term." 

Except as specifically modified herein all other terms and conditions of the SAA 
shall remain unchanged. 

IN WITNESS WHEREOF, ACN and Buyer have duly executed this Amendment as of the 
date first written above. 

AMERICAN COMMUNICATIONS 
NETWORK, INC. 

BY: 

ITS: 

/S/ DAVID STEVANOVSKI 

David Stevanovski 

Vice President 

COMMERCE ENERGY, INC. 

BY: /S/ STEVEN S. BOSS 

ITS: Steven S. Boss 

Chief Financial Officer 

</TEXT> 
</DOCUMENT> 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C, 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
Date of Report (Date of earliest event reported): August 29,2005 

COMMERCE ENERGY GROUP, INC. 
(Exact Name of registrant as specified in its charter) 

Delaware 001-32239 20-0501090 
(State or other (Commission File Number) (IRS Employer 

jurisdiction of incorporation) Identification No.) 

600 Anton Blvd., Suite 2000 92626 
Costa Mesa, California (Zip Code) 

(Address of principal executive offices) 

Registrant's telephone number, including area code: (714) 259-2500 
Not Applicable 

(Former name or former address, if changed since last report) 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 
D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
D Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
D Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2 (b)) 
D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 5.02. Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal Officers 
Mr. Gary J. Hessenauer was appointed as a director of the Company, effective as of August 29, 2005, by die Company's board of 

directors (the "Board"). Mr. Hessenauer will serve as a Class I director, the term of which expires at the annual meeting of 
stockholders to be held after completion of the fiscal year ending July 31, 2007. Mr. Hessenauer also was appointed to the 
Compensation Committee of the Board. 

On August 29, 2005, the Company issued a press release announcing the appointment of Mr. Hessenauer as a director. A copy of 
the press release is attached as Exhibit 99.1 to this Current Report on Form 8-K and incorporated by reference herein. 

As a result of the appointment of Mr. Hessenauer to the Board, the Company is in compliance with Section 802(a) of the AMEX 
Company Guide, which requires that a majority of directors on the Board be "independent," as that term is defined in the rules of the 
American Stock Exchange (the "AMEX"). The Board currently consists of seven members, four of whom are independent under the 
rules of the AMEX. 
Item 9.01. Financial Statements and Exhibits. 

Exhibit No. Description 

99.1 Press Release of Commerce Energy Group, Inc., dated August 29,2005. 
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SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 

be signed on its behalf by the imdersigned, thereunto duly authorized. 

COMMERCE ENERGY GROUP, INC. 
a Delaware corporation 

Date: August 29, 2005 By: ISl LAWRENCE CLAYTON, JR. 
Name: Lawrence Clayton, Jr. 
Title: Interim Chief Financial Officer 
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Exhibit No. Description 

99.1 Press Release of Commerce Energy Group, Inc., dated August 29, 2005. 



Exhibit 99.1 
FOR IMMEDIATE RELEASE 

Commerce Energy Group Announces Appointment of New Director 
Company Regains Compliance with the AMEX Rules 

COSTA MESA, CA, August 29,2005 — Commerce Energy Group, Inc. (AMEX: EGR), the largest non-utility-affiliated retail energy 
marketer in the U.S., announced today the Company's board of directors has appointed Mr. Gary J. Hessenauer as a director of the 
Company, effective August 29, 2005. Mr. Hessenauer was also appointed as a member of the Compensation Committee. Hessenauer 
will serve as a Class I director and will complete the term expiring at the annual meeting to be held after completion of the fiscal year 
ending July 31,2007. 
"We are extremely pleased to welcome Mr. Hessenauer to our board of directors," said Robert C. Perkins, Chairman of the Board of 
Commerce Energy Group. "Mr. Hessenauer brings valuable industry experience and leadership to the board, and we look forward to 
his contributions." 
Since 2003, Mr. Hessenauer has advised three technology start-ups affiliated with California's Tech Coast Venture Network, an 
organization dedicated to assisting and educating early stage growth companies. From 2002 to 2003, Mr. Hessenauer served as 
President and Chief Executive Officer of Sixth Dimension, an emerging Internet and software technology company. From 2000 to 
2001, he served as Senior Vice President of Sempra Energy Solutions, a large distributor of natural gas and electricity that is listed on 
the New York Stock Exchange. Prior to that, he served in management positions with a number of public and private companies, 
including Vice President, Marketing and Sales at Edison International, a distributor of electricity, fi-om 1996 to 1997. Mr. Hessenauer 
holds a B,S. Degree in Mechanical Engineermg from the United States Naval Academy and is a graduate of Stanford University's 
executive business program. 
As a resuh of the appointment of Mr. Hessenauer to the board, the Company is in compliance with Section 802(a) of the AMEX 
Company Guide, which requires that a majority of directors on the board be "mdependent," as that term is defined m the rules of the 
American Stock Exchange (die "AMEX"). The board currently consists of seven members, four of whom are independent under the 
rules of the AMEX. 
About Commerce E n e i ^ Group, Inc. 
Commerce Energy Group, Inc. (AMEX:EGR) is a holdmg company doing business through its three wholly owned operating 
subsidiaries, Commerce Energy, Inc., Skipping Stone, Inc. and Utilihost, Inc. Commerce Energy, Inc. is a FERC licensed unregulated 
retail marketer of natural gas and electricity to homeowners, commercial and industrial consumers and institutional customers in nine 
states. Skipping Stone is an energy consuhing firm serving utilities, pipelines, merchant trading and technology companies. Utilihost 
provides outsourced energy transaction and data management services for municipalities, government facilities, power generators and 
energy merchant customers. For more information, visit www.commerceenergygroup.com. 
For more information contact: 
Commerce Energy Group 
Investor Relations 
Vema Ray 

vray@commerceenergy.com 
281-902-5127 

http://www.commerceenergygroup.com
mailto:vray@commerceenergy.com


Forward-looking Statements: Certain statements contained within this press release including, without limitation, statements 
containing the words "believe," "anticipate," ''expect," "estimate," "await," "continue," "intend," "plan" and similar expressions 
are forward-looking statements that involve risks and uncertainties. These forward-looking statements are not guarantees of fiiture 
performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Actual outcomes and results may 
differ materially from what is expressed in, or implied by, such forward-looking statements. The risks and uncertainties that could 
cause actual results to differ materially from those expressed in, or implied by, the forward-looking statements include, but are not 
limited to, the volatility of the energy market, competition. Commerce Energy's ability to successfully integrate newly-acquired 
businesses, operating hazards, uninsured risks, changes in energy-related state legislation, failure of performance by suppliers and 
transmitters, uncertainties relating to litigation, changes in general economic conditions, increased or unexpected competition, and 
other matters disclosed in Commerce Energy's filings with the Securities and Exchange Commission. Further, Commerce Energy 
undertakes no obligation to release publicly any revisions to these forward-looking statements that may be made to reflect events or 
circumstances after the date hereof or to reflect the occurrence of unanticipated events. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C, 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): July 8,2005 

COMMERCE ENERGY GROUP, INC. 
(Exact Name of registrant as specified in its charter) 

Delaware 001-32239 20-0501090 
(State or other (Commission File Number) (IRS Employer 

jurisdiction of incorporation) Identification No.) 

600 Anton Blvd., Suite 2000 
Costa Mesa, California 92626 

(Address of principal executive offices) (Zip Code) 

Registrant's telephone number, including area code: (714) 258-0470 

Not Applicable 
(Former name or former address, if changed since last report) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2 

(b)) 
O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-

4(c)) 
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Item 5.02. Departure of Directors or Principal Officers; Appointment of Principal Officers 

On July 8, 2005, Gregory L. Craig, a member of the Board of Directors of Commerce Energy Group, Inc. (the "Company"), gave 
written notice of his resignation as a director of the Company, effective as of the close of business on August 1,2005. Mr. Craig did 
not resign due to any disagreement with the Company or its management but rather because of the increased demands placed on his 
time by his full-time professional commitments. In addition, on July 8, 2005, Mark C. Pocino, a member of the Board of Directors of 
the Company, gave written notice of his resignation as a director of the Company, effective inunediately after the meeting of the 
Board of Directors held on the afternoon of July 8,2005. Mr. Pocino did not resign due to any disagreement with the Company or its 
management but rather because of the demands placed on his time by his personal interests. 

-2-
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 
be signed on its behalf by the undersigned, thereunto duly authorized. 

COMMERCE ENERGY GROUP, INC. 
a Delaware corporation 

Date: July 13, 2005 By: /s/ RICHARD L. BOUGHRUM 
Name: Richard L. Boughrum 
Title: Senior Vice President and 

Chief Financial Officer 
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COMMERCE ENERGY GROUP, INC. 
2006 STOCK INCENTIVE PLAN 

Election to Include Value of Restricted Shares in Gross Income 
in Year of Transfer Under Internal Revenue Code Section 83(b) 

Pursuant to Section 83(b) of the Internal Revenue Code, I hereby elect within 30 days after receiving the property described herein 
to be taxed immediately on its value specified in item 5 below. 
1. My General Information: 

Name: 
Address: 
S.S.N. 
or 
T.I.N.: 

Description of the property with respect to which I am making this election: 
shares of stock of Commerce Energy Group, Inc. (the "Restricted Shares"). 

3. The Restricted Shares were transferred to me on , 20 . This election relates to the 20 calendar taxable year. 

4. The Restricted Shares are subject to the following restrictions: 
The Restricted Shares are forfeitable until they is are earned in accordance with Section 1 of the Commerce Energy Group, Inc. 2006 
Stock Incentive Plan ( " i ^ ") Restricted Shares Award Agreement (" Award Agreement") or other Award Agreement or Plan 
provisions. The Restricted Shares generally are not transferable until my interest becomes vested and nonforfeitable, pursuant to the 
Award Agreement and the Plan. 

5. Fair market value: 
The fan- market value at the time of transfer (determined without regard to any restrictions other than restrictions which by their 
terms never will lapse) of the Restricted Shares with respect to which I am making this election is $ per share. 



6. Amount paid for Restricted Shares: 
The amount I paid for the Restricted Shares is $ per share. 

7. Furnishing statement to employer: 
A copy ofthis statement has been furnished to my employer, . If the transferor of the Restricted Shares is not my employer, that 
entity also has been furnished with a copy ofthis statement. 

8. Award Agreement or Plan not affected: 
Nothing contained herein shall be held to change any of the terras or conditions of the Award Agreement or the Plan. 

Dated: , 20 . 

Taxpayer 



COMMERCE ENERGY GROUP, INC. 
2006 STOCK INCENTIVE PLAN 

Designation of Beneficiary 

In connection with Award Agreements between Commerce Energy Group, Inc. (the "Companv") and , an individual residing at 
(the " Recipient"), the Recipient hereby designates the person specified below as the beneficiary of the Recipient's interest in 

Awards as defined in the Company's 2006 Stock Incentive Plan (the " Plan "). This designation shall remain in effect until revoked in 
writing by the Recipient. 

Name of Beneficiary: 

Address: 

Social Security No.: 
This beneficiary designation relates to any and all of Recipient's rights under the following Award or Awards: 

D any Award that Recipient has received under the Plan. 

n the ^Award that Recipient received pursuant to an award agreement dated , between Recipient and the 
Company. 

The Recipient understands that this designation operates to entitle the above-named beneficiary to the rights conferred by an 
Award fi"om the date this form is delivered to the Company until such date as this designation is revoked in writing by the Recipient, 
including by delivery to the Company of a written designation of beneficiary executed by the Recipient on a later date. 

Date: 

By: 
[Recipient Name] 

Sworn to before me diis 
day of , 200 

Notary Public 
County of 
State of 



Exhibit 4.14 
COMMERCE ENERGY GROUP, INC. 

2006 STOCK INCENTIVE PLAN 

Restricted Share Unit Award Agreement 

Award No. You are hereby awarded Restricted Share Units (the "RSUs") subject to the terms and conditions set forth in this Restricted 
Share Unit Award Agreement ("JVward Agreement"), and in the Commerce Energy Group, Inc. 2006 Stock Incentive Plan (the " 
Plan "), which is attached hereto as Exhibit A. A summary of the Plan appears in its Prospectus, which is attached as Exhibit B . You 
should carefully review these documents, and consult with your personal financial advisor, in order to fully understand the 
implications ofthis Award Agreement, including your tax alternatives and their consequences. 

By executing this Award Agreement, you agree to be bound by all of the Plan's terms and conditions as if they had been set out 
verbatim in this Award Agreement. In addition, you recognize and agree that all determmations, interpretations, or other actions 
respecting the Plan and this Award Agreement will be made by the Board of Du-ectors (the " Board ") of Commerce Energy Group, 
Inc. (the " Companv "), or any Committee appointed by the Board to administer the Plan, and shall (in the absence of manifest bad 
faith or fraud) be final, conclusive and binding upon all parties, including you, your heirs and representatives. Capitalized terms are 
defined in the Plan or in this Award Agreement. 

1 • Specific Terms. Your RSUs have the following terms: 

Name of Participant 

Number of Restricted Share 
Units Subject to Aw^d 

Purchase Price per Share (if Not applicable, 
applicable) 

Award Date 
Vesting At the rate of % on each of the next [monthly] [quarterly] [annual] anniversaries of the 

Award Date; subject to acceleration as provided in the Plan and in Section 2 below, and to your 
Continuous Service not ending before vesting. 

Deferral Elections D Allowed in accordance with Section 8(g) of the Plan. D Not allowed. 



Restricted Share Unit Award Agreement 
Commerce Energy Group, Inc. 
2006 Stock Incentive Plan 
Page 2 

2. Accelerated Vesting: Change in Corporate Control. To the extent you have not previously vested in your rights with respect 
to this Award, your Award will become -

D % vested if your Continuous Service ends due to your death or "disability" within the met ing of Section 409A of the 
Code; 

D % vested if your Continuous Service ends due to your retirement at or after you have attained the age of and 
completed at least full years of Continuous Service; 

D according to the following schedule if your Continuous Service ends due to an Involunt^ Termination that occurs within the 
twelve months following a Change in Control: 

Date on which Your hivoluntary Termination 

Occurs (by reference to Date of Award) 

Between I st and 2nd Anniversary 

Portion of Your Aw^d 
As to which Vesting 

Accelerates 

% 

- ^^-^y --^ 

<Other desired schedule> 
3. Termination of Continuous Service. This Award shall be canceled and become automatically null and void immediately after 

termination of your Continuous Service for any reason, but only to the extent you have not become vested, pursuant to the foregoing 
terms, on or at the time your Continuous Service ends. 

4. Satisfaction of Vesting Restrictions. No Shares will be issued before you complete the requu*ements that are necessary for you 
to vest in the Shares underlymg your RSUs. As soon as practicable after the date on which your RSUs vest in whole or in part, the 
Company will issue to you or your duly-authorized transferee, fi"ee fi"om vesting restrictions (but subject to such legends as the 
Company determines to be appropriate), one Share for each vested RSU. Fractional shares will not be issued, and cash will be paid in 
lieu thereof Certificates shall not be delivered to you unless you have made arrangements satisfactory to the Committee to satisfy tax-
withholding obligations 

5. Performance-based Acceleration. <OPTIONAL> Your RSUs shall be subject to accelerated vesting in the years following the 
first and second anniversaries of the Award Date if the Committee determines diat the following performance conditions have been 
satisfied: . 

16. Long-term Consideration for Award. <OPTlONAL> The Participant recognizes and agrees that the Company's key 
consideration in granting this Award is securing the long-term commitment of the Participant to serve as [a key employee of the 
Company] [a key employee of an Affiliate of the CompanyJ[an officer of the Company)[an officer of an Affiliate of the 
Company! who will advance and promote the business interests and objectives of the Company and/or its Affiliates (the "Company 
Group"). Accordingly, the Participant agrees that this Award shall be subject to the terms and conditions set forth in Section 25 of the 
Plan (relating to the termination, rescission and recapture if you violate certain commitments made therein to the 



Restricted Share Unit Award Agreement 
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Company Group), as well as to the following terms and conditions as material and indivisible consideration for this Award: 
(a) Fiduciary Duty. During his or her employment with the Company Group the Participant shall devote his or her full energies, 

abilities, attention and business time to the performance of his or her job responsibilities and shall not engage m any activity which 
conflicts or interferes with, or m any way compromises, his or her performance of such responsibilities. 

(b) Confidential Information. The Participant recognizes that by virtue of his or her employment with the Company Group, he 
or she will be granted otherwise prohibited access to confidential information and proprietary data which are not known, and not 
readily accessible to the competitors of the Company Group. This information (the "Confidential Information") includes, but is not 
limited to, current and prospective customers; the identity of key contacts at such customers; customers' particularized preferences and 
needs; marketing strategies and plans; financial data; personnel data; compensation data; proprietary procedures and processes; and 
other unique and specialized practices, programs and plans of the Company Group and their respective customers and prospective 
customers. The Participant recognizes that this Confidential Information constitutes a valuable property of the Company Group, 
developed over a significant period of tune and at substantial expense. Accordingly, the Participant agrees that he or she shall not, at 
any time during or after his or her employment with the Company Group, divulge such Confidential Information or make use of it for 
his or her own purposes or the purposes of any person or entity other than the Company Group. 

(c) Non-Solicitation of Customers. The Participant recognizes that by virtue of his or her employment with the Company Group 
he or she will be introduced to and involved in the solicitafion and servicing of existing customers of the Company Group and new 
customers obtained by the Company Group during his or her employment. The Participant understands and agrees that all efforts 
expended in soliciting and servicing such customers shall be for the permanent benefit of the Company Group. The Participant further 
agrees diat during his or her employment with the Company Group the Participant will not engage in any conduct which could in any 
way jeopardize or disturb any of the customer relationships of the Company Group. The Participant also recognizes the legitimate 
interest of the Company Group in protecting, for a reasonable period of time after his or her employment with the Company Group, 
the customers of the Company Group. Accordingly, the Participant agrees that, for a period beginning on the date hereof and ending 
one (I) year after termination of Participant's employment with the Company Group, regardless of the reason for such termination, the 
Participant shall not, directly or indirectly, without the prior written consent of the Chief Executive Officer of the Company, market, 
offer, sell or odierwise furnish any products or services similar to, or otherwise competitive with, those offered by the Company 
Group to any customer of the Company Group. 

(d) Non-Solicitation of Employees. The Participant recognizes the substantial expenditure of time and effort which die 
Company Group devotes to the recruitment, hiring, orientation, training and retention of its employees. Accordingly, the Participant 
agrees that, for a period beginning on the date hereof and ending two (2) years after termination of Participant's employment with the 
Company Group, regardless of the reason for such termination, the Participant shall not, directly or indirectly, for himself or herself or 
on behalf of any other person or 
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entity, solicit, offer employment to, hire or otherwise retain the services of any employee of the Company Group. <ADDITIONAL 
ALTERNATIVE : NON-COMPETITION REQUIREMENT, TAILORED CAREFULLY TO CONFORM WITH APPLICABLE 
LAW.> 

fe) Survival of Commitments: Potential Recapture of Award and Proceeds. The Participant acknowledges and agrees that the 
terms and conditions ofthis Section regarding confidentiality and non-solicitation [and non-competition] shall survive both (i) the 
termination of Participant's employment with the Company Group for any reason, and (ii) the termination of the Plan, for any reason. 
The Participant acknowledges and ^ e e s that the grant of Options in this Award Agreement is just and adequate consideration for the 
survival of the restrictions set forth herein, and that the Company Group may pursue any or all of die following remedies if the 
Participant either violates the terms ofthis Section or succeeds for any reason in invalidating any part of it (it being understood that 
the invalidity of any term hereof would result in a failure of consideration for the Award): 

(i) declaration that the Award is null and void and of no further force or effect; 

(ii) recapture of any cash paid or Shares issued to the Participant, or any designee or beneficiary of the Participant, 
pm-suant to the Award; 

(iii) recapture of the proceeds, plus reasonable interest, with respect to any Shares that are both issued pursuant to this 
Award and sold or otherwise disposed of by the Participant, or any designee or beneficiary of the Participant. 

The remedies provided above are not intended to be exclusive, and die Company Group may seek such other remedies as are provided 
by law, including equitable relief 

(f) Acknowledgement. The Participant acknowledges and agrees that his or her adherence to the foregoing requirements will not 
prevent him or her fi-om engaging in his or her chosen occupation and earning a satisfactory livelihood following the termination of 
his or her employment with the Company Group.] 

7. Investment Purooses. By executing this Award, you represent and warrant to the Company that any Shares issued to you 
pursuant to your RSUs will be for investment for your own account and not with a view to, for resale m connection with, or with an 
intent of participating directly or indirectly in, any distribution of such Shares withm the meaning of the Securities Act of 1933, as 
amended. 

8- Dividends. When Shares are delivered to you or your duly-authorized transferee pursuant to the vesting of the Shares underlying 
your Restricted Share Units, you or your duly-authorized transferee shall also be entitled to receive, with respect to each Share issued, 
an amount equal to any cash dividends (plus simple interest at a rate of five percent per annimi, or such other reasonable rate as the 
Committee may determine) and a number of Shares equal to any stock dividends, which were declared and paid to the holders of 
Shares between the Grant Date and the date such Share is issued. However, to die extent that your Continuous Service ends before 
vesting 



Restricted Share Unit Award Agreement 
Commerce Energy Group, Inc. 
2006 Stock Incentive Plan 
Page 5 
of the shares, you will forfeit all dividends (whether paid in cash or in stock) attributable to all such shares.) 

9. Section 83(b) Election Notice. If you provide the Company with prior written notice of your intention to make an election under 
Section 83(b) of the Internal Revenue Code of 1986, as amended, with respect to the Shares underlying your RSUs (a " Section 83(b'l 
election "), the Committee may in its discretion convert your RSUs into Restricted Shares, on a one-for-one basis, in full satisfaction 
ofthis Award Agreement. You agree to provide a copy of such election to the Company within 10 days after filing that election with 
the Internal Revenue Service. Exhibit C contains a suggested form of Section 83(b) election. Any Restricted Shares issued to you 
pursuant to this Section 9 shall bear such legends as the Company determines to be appropriate until all vesting restrictions lapse and 
certificates are issued to you pursuant to Section 4 ofthis Award. 

10. Designation of Beneficiary. Notwithstanding anything to the contrary contained herein or in the Plan, following the execution 
ofthis Award Agreement, you may expressly designate a beneficiary (the " Beneficiary ") to your interest, if any, in the RSUs 
awarded hereby. You shall designate the Beneficiary by completing and executing a designation of beneficiary agreement 
substantially in the form attached hereto as Exhibit D (the " Designation of Beneficiary ") and delivering an executed copy of the 
Designation of Beneficiary to the Company. 

11. Restrictions on Transfer. This Award Agreement may not be sold, pledged, or otherwise transferred without the prior written 
consent of the Committee. Notwithstanding the foregoing, you may transfer this Award Agreement (i) by instrument to an inter vivos 
or testamentary trust (or other entity) in which each beneficiary is a permissible gift recipient, as such is set forth in subsection (ii) of 
this Section 11, or (ii) by gift to charitable institutionsorby gift or transfer for consideration to any ofyour relatives as follows (or to 
an inter vivos trust, testamentary trust or other entity primarily for the benefit of any ofyour relatives as follows); any child, stepchild, 
grandchild, parent, stepparent, grandparent, spouse, former spouse, domestic partner, sibling, niece, nephew, mother-in-law, fether-in-
law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, and including adoptive relationships. Any transferee ofyour rights 
shall succeed to and be subject to all of the terms ofthis Award Agreement and the Plan. 

12. Income Taxes and Deferred Compensation. The Participant is solely responsible and liable for the satisfaction of all taxes 
and penalties that may arise in connection with this Award (including any taxes arising under Section 409A of the Code), and the 
Company shall not have any obligation to indemnify or otherwise hold any Participant harmless from any or all of such taxes. The 
Conunittee shall have the discretion to unilaterally modify this Award in a marmer that (i) conforms with the requu*ements of 
Section 409A of the Code, (ii) that voids any election of the Participant to the extent it would violate Section 409A of the Code, and 
(iii) for any distribution election that would violate Section 409A of the Code, to make distributions pursuant to the Award at the 
earliest to occur ofa distribution event that is allowable under Section 409A of the Code or any distribution event that is both 
allowable under Section 409A of the Code and is elected by the Participant, subject to any valid second election to defer, provided that 
the Committee permits second elections to defer in accordance with Section 409A(a)(4)(C). The Committee shall have the sole 
discretion to interpret the requirements of the Code, includmg Section 409 A, for purposes of the Plan and this Award Agreement. 
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13. Notices. Any notice or communication required or permitted by any provision ofthis Award Agreement to be given to you 
shall be in writing and shall be delivered personally or sent by certified mail, return receipt requested, addressed to you at the last 
address that the Company had for you on its records. Each party may, from time to time, by notice to the other party hereto, specify a 
new address for delivery of notices relating to this Award Agreement. Any such notice shall be deemed to be given as of the date such 
notice is personally delivered or properly mailed. 

14. Binding Effect. Except as otherwise provided in this Award Agreement or in the Plan, every covenant, term, and provision of 
this Award Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective heirs, legatees, legal 
representatives, successors, transferees, ^id assigns. 

15. Modifications. This Award Agreement may be modified or amended at any time, in accordance with Section 15 of the Plan 
and provided that you must consent in writing to any modification that adversely alters or impairs any rights or obligations under this 
Award Agreement. 

16. Headings. Section and other headings contained in this Award Agreement are for reference purposes only and are not intended 
to describe, interpret, define or limit the scope or intent ofthis Award Agreement or any provision hereof 

17. Severability. Every provision ofthis Award Agreement and of the Plan is intended to be severable. If any term hereof is illegal 
or invalid for any reason, such illegality or invalidity shall not affect the validity or legality of the remaining terms ofthis Award 
Agreement. 

18. Counterparts. This Award Agreement may be executed by the parties hereto in separate counterparts, each of which when so 
executed and delivered shall be an original, but all such counterparts shall together constitute one and the same mstrument. 

19. Plan Governs. By signing this Award Agreement, you acknowledge that you have received a copy of the Plan and that your 
Award Agreement is subject to all the provisions contained in the Plan, the provisions of which are made a part ofthis Award 
Agreement and your Award is subject to all interpretations, amendments, rules and regulations which from time to time may be 
promulgated and adopted pursuant to the Plan. In the event ofa conflict between the provisions ofthis Award Agreement and those of 
the Plan, the provisions of the Plan shall control. 

20. Governing Law. The laws of the State of Delaware shall govern the validity ofthis Award Agreement, the construction of its 
terms, and the interpretation of the rights and duties of the parties hereto. 

21. Not a Contract of Employment. By executing this Award Agreement you acknowledge and agree that (i) any person who is 
terminated before full vesting of an award, such as the one granted to you by this Award, could claim that he or she was terminated to 
preclude vesting; (ii) you promise never to make such a claim; (iii) nothing in this Aw^d Agreement or the Plan confers on you any 
right to continue an employment, service or consulting relationship with the [Company and/or its Affiliates] [Company Group], nor 
shall it affect in any way your right or the [Company and/or its Affiliates] [Company Group], as applicable, to terminate your 
employment, 
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service, or consulting relationship at any time, with or without Cause; and (iv) the Company would not have granted this Award to you 
but for these acknowledgements and agreements. 

22. Employment Agreement Provision [OPTION IF EMPLOYEE HAS AN EMPLOYMENT AGREEMENT] By executing 
this Award, you acknowledge and agree that your rights upon a termination of employment before full vesting ofthis Award will be 
determined under Section ofyour employment agreement with the Company and , dated as of _ ^ , 20 . 



BY YOUR SIGNATURE BELOW, along with the signature of the Company's representative, you and the Company agree that the 
RSUs hereby awarded under and governed by the terms and conditions ofthis Award Agreement and the Plan. 

COMMERCE ENERGY GROUP, INC. 

By: 

Name: 
Title: 

PARTICIPANT 

The undersigned Participant hereby accepts the terms 
ofthis Award Agreement and the Plan. 

By: 

Name of Participant: 
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Item 2.02. Results of Operations and Financial Condition. 
The information being furnished in this Item 2.02 and m Exhibit 99.1 and Exhibit 99.2 shall not be deemed "fded" for purposes of 
Section 18 of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), or mcorporated by reference in any filing under 
the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific reference m such fding. 
On December 12, 2006, Commerce Energy Group, Inc. (the "Company") issued a press release announcing its fmancial results for the 
first quarter ended October 31,2006 and also released a text copy of its related Webcast presentation which discusses financial results 
for the same period. Copies of the press release and the Webcast presentation are attached hereto as Exhibit 99.1 and Exhibit 99.2, 
respectively, and are hereby incorporated by reference herein. 
Item 9.01. Financial Statements and Exhibits. 

Exhibit No. Description 

99.1 Press Release dated December 12,2006. 

99.2 First Quarter of Fiscal 2007 Earnings Conference Webcast Presentation dated December 12,2006. 
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SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, die registrant has duly caused this report to be signed on its 

behalf by the undersigned, thereunto duly authorized. 

Date: December 12, 2006 COMMERCE ENERGY GROUP, INC. 
a Delaware corporation 

By: /s/ STEVEN S. BOSS 
Steven S. Boss 

Chief Executive Officer 

-3-
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Exhibit No. Description 

99.1 Press Release dated December 12, 2006. 
99.2 First Quarter of Fiscal 2007 Earnings Conference Webcast Presentation dated December 12, 2006. 
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Contacts: Commerce Energy Group, Inc. 
Linda Ames 
Corporate Communications 
714-259-2539 
lamesCatCommerceEnergv.com 

PondelWilkinson Inc. 
Robert Jaffe/Angie Chen 
310-279-5980 
riaffefgpondel.com / achen@pondel.cQm 

Commerce E n e i ^ Reports Results 
For 2007 First Fiscal Quarter 

- Gross profit advances 22% over first quarter 2006; net income increases 75% 

- Customer accounts up 20% over previous year 

• Company reaffirms annual earnings guidance of$0.02 - $0.07 per share 
COSTA MESA, CA - December 12,2006 - Commerce Energy Group, Inc. (AMEX: EGR), a leading U.S. electricity and natural gas 
marketing company, today reported improved operating results for the first quarter ended October 31,2006. 
Net income increased to $384,000, or $0.01 per share, for the first quarter of fiscal 2007, from $220,000, or $0.01 per share, for die 
fu-st quarter of fiscal 2006. Net revenues for the first quarter of fiscal 2007 rose 10% to $70.5 million from $64.4 million from die 
same period in fiscal 2006, driven primarily by higher natural gas revenues from the acquisition of the approximately 300 commercial 
and industrial natural gas customers from Houston Energy Services Company (HESCO) m September 2006. 
"Continued growth in our customer base contributed to a strong first quarter," said Steven S. Boss, chief executive officer. "We added 
31,000 new customers during die quarter, representing a 48% increase over the preceding fourth quarter. These results confirm the 
success of our sales and marketing programs and customer acquisition uiitiatives implemented during the past year." 

(more) 

mailto:achen@pondel.cQm
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Gross profit increased 22% to $ 10.1 million for the first quarter of fiscal 2007 from $8.2 million for the first quarter of fiscal 2006. 
Gross profit from electricity increased 18% to $8.4 million for the first quarter of fiscal 2007 compared to die same period in fiscal 
2006, reflecting the impact of customer growth in the Texas and Maryland markets. Gross profit from natural gas increased 44% to 
$ 1.7 million for the first quarter of fiscal 2007 compared to the same period in fiscal 2006, reflecting the impact of customer growth in 
Ohio and contribution from the HESCO acquisition. 
Selling and marketing expenses for the three months ended October 31,2006 mcreased $ 1.5 million over the comparable quarter last 
year, reflecting higher telemarketing, advertising and personnel costs related to increased customer acquisition initiafives. General and 
administrative expenses increased $240,000 from the comparable quarter of fiscal 2006 due largely to increased customer service 
costs, higher expenses associated with die company's credit facility and depreciation and amortization, partly offset by lower legal 
expenses. 
Liquidity 
At October 31,2006, the company had unrestricted cash and cash equivalents of $8.1 million and no debt. As of October 31,2006, the 
company had $16.8 million of restricted cash and cash equivalents, comprised of $10.0 million deposited with one of its lenders 
pursuant to the terms of its three-year credit facility and $6.8 million to secure letters of credit, and deposits of $2.4 million, pledged 
as collateral principally in connecrion with regulatory operating requirements. Credit terms from energy suppliers often requhe the 
company to post collateral against its forward energy supply purchases. Such collateral obligations are funded with available cash and 
availability under the company's credit facility. 
2007 Earnings Outlook 
As previously reported. Commerce expects to achieve net income for fiscal 2007 in the range of $600,000 to $2.1 million, or $0.02 to 
$0.07 per share, with an estimated 50% increase in year-over-year customer accounts. 

(more) 
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"We are pleased that our company and its employees have accomplished a positive start to fiscal 2007. We expect a year of continued 
progress and remain confident in achieving our earnings and customer growth objectives," said Boss. 
Conference Call and Webcast 
Commerce will hold a conference call to discuss fmancial results today at 5 p.m. ET (2 p.m. PT). 
The call will be available to all mterested parties through a live audio webcast at www.CommerceEnergv.com and www.eamings.com 
. Please go to the Web site at least 15 mmutes prior to the start of the call to register, download and install any necessary audio 
software. A replay of the conference call will be archived and available at www.CommerceEnei^y.com for one year. A telephonic 
replay will be available through December 19, 2006, and can be accessed by dialing 888-286-8010 (domestic) or 617-801-6888 
(international) and using the playback Passcode 34729443. 
About Commerce Energy Group, Inc. 
Commerce Energy Group, Inc. is a leading independent U.S. electricity and natural gas marketing company, operating through its 
wholly-owned subsidiaries. Commerce Energy, Inc. and Skipping Stone Inc. Commerce is publicly traded on the American Stock 
Exchange (AMEX) under the symbol: EGR. Commerce Energy, Inc. is licensed by the Federal Energy Regulatory Commission and 
by state regulatory agencies as an unregulated retail marketer of natural gas and electricity to homeowners, commercial and industrial 
consumers and institutional customers. 
Headquartered in Orange County, California, the company also has an office in Dallas, Texas, as well as several area offices located 
around the U.S. For nearly a decade, customers have relied on Commerce to deliver competitive pricing, innovative product offerings 
and personalized customer care in addition to quality gas and electric services. For more information, visit 
www.CommerceEnergv.com. 

(more) 

http://www.CommerceEnergv.com
http://www.eamings.com
http://www.CommerceEnei%5ey.com
http://www.CommerceEnergv.com
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Forward Looking Statements 
Except for historical information contained in this release, statements in this release, including those of Mr. Boss, may constitute 
forward-looking statements regarding the company's assumptions, projections, expectations, targets, intentions or beliefs about future 
events. Words or phrases such as "anticipates," "beHeves," "estimates," "expects," "intends," "plans," "predicts," "projects," '̂ targets," 
"will likely result," "will continue," "may," "could" or similar expressions identify forward-looking statements. Forward-looking 
statements are not guarantees of future performance and mvolve risks and uncertainties which could cause actual results or outcomes 
to differ materially from those expressed. Commerce Energy Group, Inc. cautions that while such statements in this new release, 
whether express or implied, are made in good faith and the company believes such statements are based upon reasonable assumptions, 
including without limitation, management's examination of historical operating trends, data contained in records, and other data 
available from third parties, the company cannot assure that its projections will be achieved. In addition to other fectors and matters 
discussed from time to time in our filings with the U.S. Securities and Exchange Commission, or the SEC, some important factors that 
could cause actual results or outcomes for Commerce Energy Group, Inc. or its subsidiaries to differ materially from those discussed 
in forward-looking statements include: higher than expected attrition of, and/or unforeseen operating difficulties relating to, the 
acquired customer accounts, the volatility of the energy market, competition, operating hazards, uninsured risks, failure of 
performance by suppliers and transmitters, changes in general economic conditions, seasonal weather or force majeure events that 
adversely effect electricity or natural gas supply or infrastructure, decisions by our energy suppliers requiring us to post additional 
collateral for our energy purchases, increased or unexpected competition, adverse state or federal legislation or regulation or adverse 
determinations by regulators, including failure to obtain regulatory approvals. Any forward-looking statement speaks only as of the 
date on which such statement is made, and, except as required by law. Commerce Energy Group, Inc. undertakes no obligation to 
update any forward-looking statement to reflect events or cfrcumstances after the date on which such statement is made or to reflect 
the occurrence of unanticipated events. New factors emerge from time to time, and it is not possible for management to predict all 
such factors. 
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Commerce Energy Group, Inc. 
Consolidated Statements of Operations 

(Unaudited) 

Three Months Ended October 31, 

Direct energy costs 

Selling and marketing expenses 
^ ^ t ^ ^ aSii i isMv^ expense 
Income (loss) from operations 
Other income and expenses: 

Interest income, net 
Net Income 
Income per common share: 

Basic and diluted 
Weighted-average shares outstanding: 

Diluted 

2006 
(In thousands) 

S 70,507 
60,451 
10,056 
2,235 
7.849 

(28) 

412 
384 

0.01 

29,639 
29,665 

2005 

$ m,m 
56.128 

698 
7,609 

(67) 

287 

220 

&.0I 

3l,4jP9-

31,719 
Volume and Customer Count Data 

Natural Gas - Dekadierms (DTH) 

Assets 
Cash and cash equivalents 
Accounts receivable, net 
Inventory 
Prepaid expenses and other current 

fotal current assets 
Restricted cash and cash equivalents 
Deposits 
Property and equipment, net 
Goodwill, intangible and other assets 

Total assets 
Liabilities and stockholders' equity 

Accounts payable 
Accrued liabilities 

Total current liabilities 
Total stockholders' equity 
1 ^ HsiJBjs iaid̂  

Condensed Consolidated Balance Sheets 
(Unaudited) 

Three Months Ended October 3L 
2006 
mm 

2,130,000 
161,000 

October 
31,2006 

200S 

' '̂mm. 
715,000 
134,6^ 

July 31,2006 
(In thousands) 

$ 8,086 
37,524 

7,267 
4,608 

57,485 
16,755 
2.358 
7,047 

12.444 

$ 22,941 
3 0 , 6 ^ 
4,578 

Uff 
64,996 
17,117 
2,506 
x^m 
8,591 

$96,089 

$23,578 
8,258 

31,̂ 36 
64,253 

99,or?6 

26,876 
5,867 

66,333 

^mn 
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forward-looking statements 

This presentation contains forward-looking statements within the 
meaning of the federal securities laws. FonA^ard-looking statements are 
based upon management's belief and assumptions made by, and 
information currently available to, management. Our actual 
results could differ materially from the results 
anticipated in these fon^^ard-looking 
statements as a result of numerous factors 
including factors identified from time to time in 
our filings with the Securities and Exchange 
Commission. Any forward-looking statement 
speaks only as of the date on which such 
statement is made, and, except as required by 
law, we undertake no obligation to update any 
fonward-looktng statement to reflect events or 
circumstances after the date on which such i 
statement is made or to reflect the occurrence 
of unanticipated events. New factors emerge 
from time to time, and it is not possible for 
management to predict all such factors. 
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Q1 '07 highlights 

• Strong customer growth 
> 31,000 Customer Adds 
> 48% Increase over Q4 '06 
> 52,000 Customer Adds in last two 

quarters 

• Earnings growth from Q1 'OB 
> Gross Profit Up 22% 
> Net Income Up 75% 



20% Increase in customers 
over Q1 '06 

175,000 

150,000 

125,000 

100,000 

134.000 

J
128.000 ^25jj^, 

JJ 

161,000 

Q1*05 02'06 03'06 04*06 01*07 

•31,000 Customer Adds in Q1 2007 
•24.000 Net Customer Adds 



customer adds & drops 
quarter over quarter comoarison 

Q1 '06 Q1 '07 

M6s 

Drops 

520% increase in Customer Adds 
Decrease in quarterly churn rate (5% vs. 8%} 

6 



customers via acquisition 

Houston Energy Services Company 
(HESCO) 
^Approximately 300 commercial and industrial 

natural gas customer accounts 
> Estimated to triple natural gas sales volumes 
>Anticipating annual natural gas revenues of 

nearly $100 million — accretive fiscal 2007 

Closed — September 20, 2006 



2007 key objectives 

• Market share / customer growth 
> Electric: Texas / Maryland / California 
> Natural Gas: Ohio 
>Commercial & Industrial 

• Continue focus on operational synergies 
>Market realignments: Georgia / New York 
>Enhance strategic supply relationships 
>New office — Dallas, Texas 

• Profitable Growth] 
8 
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$80,000 

$60,000 

$40,000 

$20,000 

$0 
Q12006 



$12,000 

$10,000 

$8,000 

$6,000 

$4,000^ 

$2,000 

$0 
01^)06 





2.500.000 

2.000.000 

1,500,000 

1,000,000 

500,000 



gross profit from new customers 
$6.6M originated in Q1 '07 

($ in millions) ^ 

Origination 
$18.4M 

Q12007 

Origination — 
36% of 

Annua! Target 

Backlog 
increased 81% 

Backlog (As of Oct 31st) 

$13.4M 

7/3iy06 10/31/06 

15 



sales & marketing expenses 
up 220% from Q1 '06 

($ in thousamte) 
$2,500 n 

01'06 02'06 C3-06 04*06 

52,Q0Q Customer adds \n last two quarters 

16 



Q12006 01 2007 



cash & liquidity 
(S in thousands^ 

October 31, 2006 July 31. 2006 

Cash and cash equivalents $ 8,036 

Woricing capital $ 25,649 

Cunent ratio* 1.8:1.0 

Restricted cash $ 16.755 

Short-temi borrowings $ — 

Primary Cash flow uses: 01 '07 

Property and equipment $ 1,529 

HESCO purchase $ 4,218 

* Current assets to current liabilitjes 

$ 

$ 

$ 

$ 

$ 

$ 

22.941 

32.253 

2.0:1.0 

17.117 

— 

FY'06 

4.714 

_ 

18 
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2007 annual earnings & -̂  
customer guidance " 

$0.08 n 

$0.07 -

$0.06 -

$0.05 -

$0.04 -

$0.03 -

$0.02 -

$0.01 -

$0.00 -

$0.01 

^̂ ^̂ ^̂ H 
' Q12007 ' 

Actual 

"i 

$600,000 to $2.1M,^ 
orEPSof$0.02-»).07 

^^^1 ^^^1 ^^^1 ^^^1 ^1 
1 2Q07 

Estinmte 

20 



summary 

• Gross profit advances 22% over first quarter 
2006; net income increases 75% 

• Customer account growth up 
20% over first quarter 2006 

• Company reaffirms annual 
earnings guidance 

mMusTTtmR GROWTH 
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; 
Compensatory Arrangements of Certain Officers. 

Commerce Energy Group, Inc. Bonus Program 
On January 25,2007, upon the recommendation of the Compensation Committee (the "Compensation Committee") of the Board of 

Directors (the "Board") of Commerce Energy Group, Inc. (the "Company"), the Board adopted the Commerce Energy Group, Inc. 
Bonus Program (the "Plan"), effective January 25, 2007. 

Background The Company established die Plan to provide employees with an increased awareness and ongoing interest in the 
direction of the Company. The Plan is a broad-based plan designed to ensure that the executives, management and staff employees of 
the Company are appropriately awarded for both corporate and individual performance. In developing this bonus program, 
consideration was given to the existing salary levels and total compensation of the executives and other employees. The structure of 
this cash bonus program was determined to be an efficient employee incentive and appropriate to preserve shareholder interests. 

Eligibility. An employee of the Company must complete at least three months of service and must be an active employee in good 
standing on the payment date to be eligible to participate in the Plan. Employees who participate in one or more of the Company's 
commission incentive programs are also eligible for a bonus under this Plan, although reduced (but not below zero) by any amounts 
received under any of the Company's commission incentive programs for the same fiscal year. Part-time Employees and Contractors, 
each as defined in the Plan, are not eligible to participate in the Plan. 

Determination of Bonus. Bonus payments to each eligible employee under the Plan are based on meeting and/or exceeding 
Company financial targets and successfully achieving other business goals at the employee's level within the Company. For purposes 
ofthis Plan, eligible employees are grouped within three levels — executive officers (which includes our Chief Executive Officer, 
Steven S. Boss, our Chief Financial Officer, Lawrence Clayton, Jr., our Senior Vice President, Sales and Marketing, Thomas L. Ulry, 
and our Vice President, Chief Risk Officer, Nick Cioll), management and staff Each employee has business goals and a bonus payout 
commensurate with her or his level in the Company. For the executive officers as a group, the business goals are: financial, investor, 
customer, peer and leadership oriented. The individual executive officer business goals include, without limitation, increase financial 
performance, management of enterprise risk, enhance the customer base, increase investor awareness and development of business 
acumen among the first line of management. 

Bonus Payments. Generally, the potential bonus for the fiscal year ending July 31 2007, expressed as a percentage of base salary in 
effect on April 30,2007, ranges between 20-70% for the chief executive officer; 12^0% for executive officers (other than the chief 
executive officer); 8-20% for management; and 5-10% for staff Payout of the bonus, if earned, will be as soon as practicable upon the 
completion of the audit for the fiscal year to which the bonus relates and finalization of individual reviews. In addition, the 
Compensation Committee, in its discretion, 
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may establish a bonus pool to be allocated to non-executive eligible employees if the Company achieves net income from operations, 
including interest income and expense, but falls short of its financial target. In the event the Company excessively surpasses its 
financial target, the Compensation Committee may establish a bonus pool to be allocated to employees in the discretion of the 
Compensation Committee, including the chief executive officer and the other executive officers. 

The foregoing summary of the Plan is not complete and is qualified in its entirety by reference to the Plan, which is attached hereto 
as Exhibit 99.1 and is hereby incorporated herein by reference. 
Amendment to the Employment Agreement and the Restricted Stock Agreement for Steven S. Boss 

On January 25, 2007, the Compensation Committee approved (i) Amendment No. I to Employment Agreement by and between the 
Company and Steven S. Boss dated January 25, 2007 ("Amendment No. 1 to the Boss Employment Agreement"); and (ii) Amendment 
No. I to Restricted Stock Agreement by and between the Company and Steven S. Boss dated January 25,2007 ("Amendment No. 1 to 
the Boss Restricted Stock Agreement"), amending the vesting schedule of the grant ofa restricted stock award of 200,000 shares of 
common stock of the Company, par value $0,001 per share (the "Boss Restricted Shares") previously made on August 1,2005 
pursuant to the terms of the Employment Agreement dated August 1, 2005 (the "Boss Employment Agreement") and the Restricted 
Stock Agreement dated August 1,2005 (the "Boss Restricted Stock Agreement"), both agreements by and between the Company and 
Steven S. Boss, our Chief Executive Officer. Pursuant to the terms of the Boss Employment Agreement and the Boss Restricted Stock 
Agreement, 50,000 of the Boss Restricted Shares vested (the Company's right to repurchase terminated) on August 1,2006; and 
50,000 of the Boss Restricted Shares were subject to vesting (termination of the Company's right to repurchase) based on the 
achievement of performance targets for each of the fiscal year ended July 31, 2006 ("fiscal 2006"), the fiscal year ending July 31, 
2007 ("fiscal 2007") and the fiscal year ending July 31,2008 ("fiscal 2008"), established by the Compensation Committee for such 
purpose within ninety (90) days of the beginning of each respective fiscal year. 

Under Amendment No. 1 to the Boss Employment Agreement and Amendment No. 1 to the Boss Restricted Stock Agreement, the 
terms of vesting for 150,000 of the Boss Restricted Shares which had not yet vested were amended as follows: 75,000 of the Boss 
Restricted Shares shall vest (the Company's right to repurchase shall terminate) upon the date on which the Company files its annual 
report on Form 10-K with the U.S. Securities and Exchange Commission (the "SEC") indicating in the audited financial statements 
contained therein that the Company achieved net income (defined in accordance with generally accepted accounting principles) for 
fiscal 2007 and 75,000 of the Boss Restricted Shares shall vest (the Company's right to repurchase shall terminate) upon the date on 
which the Company files its annual report on Form 10-K with the SEC indicating in the audited fmancial statements set forth therein 
that the Company achieved the performance target(s) established by the Compensation Committee for fiscal 2008 within ninety 
(90) days after the beginning of fiscal 2008. 
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The foregoing summaries of Amendment No. 1 to the Boss Employment Agreement and Amendment No. 1 to the Boss Restricted 
Stock Agreement are not complete and are qualified m their entirety by reference to each respective Agreement. A copy of 
Amendment No. 1 to the Boss Employment Agreement is attached hereto as Exhibit 99.2 and is hereby incorporated herein by 
reference and a copy of Amendment No. 1 to the Boss Restricted Stock Agreement is attached hereto as Exhibit 99.3 and is hereby 
incorporated herein by reference. 
Amendment to the Employment Agreement and the Restricted Stock Agreement for Lawrence Clayton. Jr. 

On January 25, 2007, the Compensation Committee approved (i) Amendment No. 2 to Employment Agreement by and between the 
Company and Lawrence Clayton, Jr. dated January 25,2007 ("Amendment No. 2 to the Clayton Employment Agreement"); and 
(ii) Amendment No. 1 to Restricted Stock Agreement by and between the Company and Lawrence Clayton, Jr. dated J^iuary 25, 2007 
("Amendment No. I to the Clayton Restricted Stock Agreement"), amending the vesting schedule of the grant of 45,000 shares ofa 
restricted stock award of common stock of the Company, par value SO.OOl per share (the "Clayton Restricted Shares") previously 
made on December 1, 2005 pursuant to the terms of the Employment Agreement dated December 1,2005 (the "Clayton Employment 
Agreement") and the Restricted Stock Agreement dated December 1,2005 (the "Clayton Restricted Stock Agreement"), both 
agreements by and between the Company and Lawrence Clayton, Jr., our Senior Vice President, Chief Financial Officer and 
Secretary. Pursuant to the terms of the Clayton Employment Agreement and the Clayton Restricted Stock Agreement, 15,000 of the 
Clayton Restricted Shares vested (the Company's right to repurchase terminated) on December 1, 2006; and 15,000 of the Clayton 
Restricted Shares were subject to vesting (termination of the Company's right to repurchase) based on the achievement of 
performance targets for each of fiscal 2007 and fiscal 2008, established by the Compensation Committee for such purpose within 
ninety (90) days of the beginning of each respective fiscal year. 

Under Amendment No. 2 to the Clayton Employment Agreement and Amendment No. 1 to the Clayton Restricted Stock 
Agreement, the terms of vesting (termination of the Company's right to repurchase) for 30,000 of the Clayton Restricted Shares which 
had not yet vested were amended as follows: 15,000 of the Clayton Restricted Shares shall vest (the Company's right to repurchase 
shall terminate) upon the date on which the Company files its annual report on Form 10-K with the SEC indicating in the audited 
financial statements contained therein that the Company achieved net income (defined m accordance with generally accepted 
accounting principles) for fiscal 2007 and 15,000 of the Clayton Restricted Shares shall vest (the Company's right to repurchase shall 
terminate) upon the date on which the Company files its annual report on Form 10-K with the SEC mdicating in the audited financial 
statements contained therein that the Company achieved the performance target(s) established by the Compensation Committee for 
fiscal 2008 within ninety (90) days after the beginning of fiscal 2008. 

The foregoing summaries of Amendment No. 2 to the Clayton Employment Agreement and Amendment No. 1 to the Clayton 
Restricted Stock Agreement are not complete and are qualified in dieir entirety by reference to each respective Agreement. A copy of 
Amendment No. 2 to the Clayton Employment Agreement is attached hereto as Exhibit 99.4 and is hereby incorporated herein by 
reference and a copy of Amendment No. 1 to the Clayton Restricted 
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Stock Agreement is attached hereto as Exhibit 99.5 and is hereby incorporated herein by reference. 
Item 8.01. Other Events. 

Amended and Restated Non-Employee Director Compensation Policy 
On January 25, 2007, die Board revised its Amended and Restated Non-Employee Du-ector Compensation Policy, most recently 

amended on May 12, 2006 (die "Policy"). The Policy may be changed from time to time by the Board. 
The Board made the following changes to the Policy: 

• changed the initial equity award given to each non-employee director following such director's initial appointment or 
election to the Board from (a) an issuance of 10,000 shares of restricted common stock of the Company, vesting in full 
on the first day of the month in which the one year anniversary of the date of issuance occurs, and a grant of an option 
to purchase 20,000 shares of the Company's common stock, vesting quarterly at a rate of one quarter (1/4) of the 
amount of the grant on each three-month anniversary of the date of grant; to (b) an issuance of 20,000 shares of 
restricted common stock of the Company, vesting in full on the first day of the month in which the one year 
anniversary of the date of issuance occurs; and 

• changed the annual equity award given to each non-employee director following such director's re-election or 
continuation in office as an incumbent director fix)m (a) an issuance of 10,000 shares of resOicted common stock of the 
Company, vesting in fiill on January I of the next succeeding calendar year after the date of issuance, and a grant of 
an option to purchase 20,000 shares of the Company's common stock, vesting quarterly at a rate of one quarter (1/4) of 
the amount of the grant on each three-month anniversary of the date of grant; to (b) an issuance of 20,000 shares of 
restricted common stock of the Company vesting in full on January I of the next succeeding calendar year after the 
date of issuance. 

No changes to the cash compensation provisions of the Policy were made. The Board however, clarified its current practice 
regarding payment of cash compensation when there are multiple committee meetings on the same day. In that event, a non-employee 
director is paid only for a single conunittee meeting; if applicable, the meeting that such member is the committee chair. The Board 
also more clearly specified the timing of the equity awards; namely, on the date of the initial appointment or election to the Board and 
on the date of each annual meeting of stockholders at which directors are elected, as applicable. 

The following summary of the Amended and Restated Non-Employee Director Compensation Policy, effective January 25,2007 
(the "Amended and Restated Policy") is qualified in its entirety by reference to the full text of the Amended and Restated Policy, 
which is attached hereto as Exhibit 99.6 and is hereby incorporated herein by reference. 

Cash Compensation. Each non-employee director is paid a quarterly retainer of $8,000, a fee of $ 1,000 for each Board meeting 
which the Board member attends in person and a fee of $750 for each Board Meeting which the Board member attends telephonically. 
The non-
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executive Chairman of the Board will also receive a supplemental quarterly retainer of $4,000. Directors who served on Board 
committees (other than the chairman of such committee) are paid $750 for each committee meeting the board member attends in 
person and a fee of $500 for each Committee meetmg which the Board member attends telephonically. Committee chairpersons are 
paid $1,000 for each committee meeting the chairperson attends, whether in person or telephonically. On the days on which there is 
more than one committee meeting that a Board member attends, the Board member shall be paid for only one meeting; if applicable, 
the meeting that such member is the committee chair. In addition, each non-employee director is entitled to receive reimbursement for 
reasonable travel expenses in accordance with the Company's travel expense policy with respect to each Board or Board committee 
meeting that such non-employee director attends in person if the director resides 25 miles or more fi-om the site of the meeting. 

Equity-Based Awards. On the date of the initial appointment or election of each non-employee director to the Board, he or she will 
be issued 20,000 shares of restricted common stock of the Company, par value $0,001 per share, pursuant to the Commerce Energy 
Group, Inc. 2006 Stock Incentive Plan (the "Plan") or any successor plan, and such shares will vest in full on the first day of the month 
in which the one-year aimiversary of the date of issuance occurs with any unvested shares being forfeited to the Company if the Board 
member's Board service is terminated. 

In addition, on the date of each annual meeting of stockholders at which directors are elected, each non-employee director who is 
either re-elected as a non-employee director or who continues m office as an incumbent non-employee du-ector, will be issued 20,000 
shares of restricted Common Stock pursuant to the Plan or any successor plan, and such shares will vest in full on January 1 of the 
next succeeding calendar year after the date of issuance with any unvested shares being forfeited to the Company if the Board 
member's Board service is terminated. 
Annual Grant of Restricted Stock to Non-Employee Directors 

On January 25, 2007, the Board, acting pursuant to its Amended and Restated Policy, issued 20,000 shares of restiicted Common 
Stock under the Plan to each of Charles E. Bayless, Gary J. Hessenauer, Mark S. Juergensen, Dennis R. Leibel and Robert C. Perkins, 
each a non-employee director of the Company, which will vest in fiill on January 1, 2008, with any unvested shares being forfeited to 
the Company if the Board member's Board service is terminated. The form of Restricted Share Award Agreement (for Non-Employee 
Du-ectors) which was used to issue the shares of restricted stock to each of the non-employee directors referenced above has been 
previously filed with the SEC. 
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Item 9.01. Financial Statements and Exhibits. 

Exhibit No. Description 

99.1 Commerce Energy Group, Inc. Bonus Program, effective January 25, 2007. 

99.2 Amendment No. 1 to Employment Agreement dated January 25, 2007, by and between Commerce Energy Group, Inc. 
and Steven S. Boss. 

99.3 Amendment No. 1 to Restricted Stock Agreement dated January 25,2007, by and between Commerce Energy Group, 
Inc. and Steven S. Boss. 

99.4 Amendment No. 2 to Employment Agreement dated January 25, 2007, by and between Commerce Energy Group, Inc. 
and Lawrence Clayton, Jr. 

99.5 Amendment No. I to Restricted Stock Agreement dated January 25, 2007, by and between Commerce Energy Group, 
Inc. and Lav/rence Clayton, Jr. 

99.6 Amended and Restated Non-Employee Director Compensation Policy, Effective January 25,2007. 

99.7 Form of Restricted Share Award Agreement (for Non-Employee Directors) pursuant to the Commerce Energy Group, 
Inc. 2006 Stock Incentive Plan, previously filed with the SEC on April 20,2006 as Exhibit 4.13 to Commerce Energy 
Group, Inc.'s Registration Statement Form S-8 (File No. 333-133442) filed with the SEC on April 20, 2006 and 
incorporated herem by reference. 



Table of Contents 

SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, Commerce Energy Group, Inc. has duly caused this report to 

be signed on its behalf by the undersigned, thereunto duly authorized. 

COMMERCE ENERGY GROUP, INC. 
a Delaware corporation 

Date: March 2,2006 By: /s/ LAWRENCE CLAYTON, JR. 

Name: Lawrence Clayton, Jr. 
Title: Chief Financial Officer and Secretary 
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EXHIBIT INDEX 

Exhibit No. Description 

99.1 Press Release dated March 2,2006. 



Exhibit 99.1 

NEWS RELEASE 
COMMERCE ENERGY GROUP REPORTS RECEIPT OF 

DEMAND FOR ARBITRATION FROM ACN 
COSTA MESA, CA. - March 2, 2006 — Commerce Energy Group, Inc. (AMEX: EGR), a leading U.S. electricity and natural gas 
marketing company, today announced that it received a notice of Demand for Arbitration relating to the Sales Agency Agreement 
between American Communications Network ("ACN") and Commonwealth Energy Corporation (currently. Commerce Energy, Inc., 
("Commerce") a wholly-owned subsidiary of Commerce Energy, Group, Inc. (the "Company")), which ACN terminated, effective 
February 9,2006. Under the Sales Agency Agreement, ACN had provided to Commerce the services of its network of independent 
sales representatives to sell Commerce's electric commodity and natural gas products and related services. As a result of ACN's 
termination of the Agreement, ACN's sales network ceased offering any of Commerce's products on February 9, 2006. 
When ACN terminated the Sales Agency Agreement, the Company believed that any obligation to pay future commissions to ACN 
was also terminated. Recently, attorneys for ACN delivered to the Company a Demand for Arbitration between ACN and Commerce 
alleging that Commerce is liable for more than $32,286,564 in actual and consequential damages and more than $6,776,009 in 
restitution on a variety of causes of action with respect to alleged fiiture commissions arising after the termination of the Sales Agency 
Agreement, as well as more than $45,395,438 in punitive damages. These alleged damages mclude a claim for more than $32,286,564 
for alleged "anticipatory breach of contract," even though ACN acted to terminate the Sales Agency Agreement on its own. ACN's 
Demand for Arbitration does not provide any calculations or factual support underlying these figures. 

"We believe ACN's claims are outrageous, and we do not believe Commerce is liable at all to ACN, let alone for alleged future 
damages under a contract that ACN unilaterally decided to terminate," said Steven S. Boss, the Company's Chief Executive Officer. 
The Company believes that the ACN's claims are without merit and intends to vigorously contest them in arbitration. The Company is 
also investigating counterclaims it may have against ACN. 
About Commerce Energy GrouPi. Inc. 
Commerce Energy Group, Inc. (AMEX:EGR) is a leading independent U.S. electricity and natural gas marketing company, operating 
through its wholly-owned subsidiaries. Commerce Energy, Inc. and Skipping Stone, Inc. Commerce Energy, Inc. is a FERC-hcensed 
unregulated retail marketer of natural gas and electricity to homeowners, commercial and industrial consumers and institutional 
customers operating in nine states. Skipping Stone is an energy 



consulting firm serving utilities, pipelines, merchant trading and technology companies. For more information, visit 
www.commerceenergygroup.com. 

Contacts: Commerce Energy Group, Inc. PondelWilkinson Inc. 
Investor Relations Cecilia Wilkinson/Wade Huckabee 
(800) 962-4655 310-279-5980 
InvestorRelations@commerceenergy.com cwilkinsonfotpondel.com/ 

whuckabeefgtpondel.com 
Forward-Looking Statements 
Except for historical information contained in this release, statements in this release, including those of Mr. Boss, may constitute 
forward-looking statements regarding the company's assumptions, projections, expectations, targets, intentions or beliefs about future 
events. Words or phrases such as "anticipates," "believes," "estimates," "expects," "intends," "plans," "predicts," "projects," "targets," 
"will likely result," "will continue," "may," "could" or similar expressions identify forward-looking statements. Forward-looking 
statements are not guarantees of future performance and involve risks and uncertainties, which could cause actual results or outcomes 
to differ materially fi*om those expressed. Commerce Energy cautions that while such statements are made in good faith and the 
company believes such statements are based upon reasonable assumptions, uicluding without limitation, management's exammation 
of historical operating trends, data contained in records, and other data available fi-om third parties, the company cannot assure diat it 
projections will be achieved. In addition to other factors and matters discussed fi-pm time to time in our filings with the U.S. Securities 
and Exchange Commission, or the SEC, some important factors that could cause actual resuhs or outcomes for Commerce Ene i^ 
Group, Inc. or its subsidiaries to differ materially from those discussed in forward-looking statements include: the uncertainties of 
litigation, arbitration or other dispute resolution procedures, the volatility of the energy market, competition, operating hazards, 
uninsured risks, failure of performance by suppliers and transmitters, changes in general economic conditions, seasonal weather or 
force majeure events that adversely effect electricity or natural gas supply or uifi^astructure, increased or unexpected competition, 
adverse state or federal legislation or regulation or adverse determinations by regulators, mcluding failure to obtain regulatory 
approvals. Any forward-looking statement speaks only as of the date on which such statement is made, and, except as requu'ed by law, 
Commerce Energy undertakes no obligation to update any forward-looking statement to reflect events or circumstances after the date 
on which such statement is made or to reflect the occurrence of unanticipated events. New factors emerge from time to time, and it is 
not possible for management to predict all such factors. 

Created by lOKWizard www.lOKWizard.comSource: COMMERCE ENERGY GROU, 8-K. March 02. 2006 

http://www.commerceenergygroup.com
mailto:InvestorRelations@commerceenergy.com
http://www.lOKWizard.comSource


Exhibit C-3 
Financial Statements 

Commerce Energy, Inc. doing business as Commerce Energy of Ohio, Inc. 

Please reference Exhibit C -1 to this filing. The most recent two years of audited financial 
statements are within the applicant's annual reports provided in this renewal application. 
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Corporate Profile 

Commerce Energy Group, Inc. is a leading independent U.S. 
electricity and natural gas marketing company, operating 
through its wholly owned subsidiaries, Commerce 
Energy, Inc. (CEI) and Skipping Stone Inc. The 
company is publicly traded on the American Stock 
Exchange (AMEX) under the symbol: EGR. CEI 
is licensed by the Federal Energy Regulatory 
Commission and by state regulatory agencies 
as an unregulated retail marketer of natural 
gas and electricity to homeowners, 
commercial and industrial consumers and 
institutional customers. 

CEI currently operates in 12 states and 
serves more than 150.000 customers. 
Skipping Stone is an energy consulting fimi 
serving utilities, pipelines, merchant trading 
and technology companies. 

For nearly a decade, customers have relied 
on Commerce to deliver competitive pricing, 
innovative product offerings and personalized 
customer service; in addition to quality gas and 
electric services. 

HeadquarteredlnOrangeCounty,Ca!ifomla,thecompany 
also has an office in Dallas, Texas, as well as several area 
offices located around the U.S. For more information, visit 
www.CommerceEn0rgy.com 

We are positioned to take advantage of substantial market opportunities 

and are confident in our future prospects" 

- Steven S. Boss, Chief Executive Officer 

Fonward-Looking Statements 

This annual report, including the "Letter to the Shareholders," contains forward-looking statements within the meaning of the federal securities laws. Forward-
looking statements are based on management's beWei and assumptions made by, and infomiation cunently available to, management. Our actual results 
could differ materially from the results anticipated in these fon/vard-looking statements as a result of numerous factors, including the risks and uncertainties 
discussed in Item 1 A, Risk Factors in the company's Annual Report on Fomi 10-K/A (Amendment No. 1), which fomis a part of this Annual Report, and other 
factors identified from time to time in our filings with the Securities and Exchange Commission. Any forward-looking statement speaks only as of the date 
on which such statement is made, and, except as required by law, we undertake no obligation to update any forward-looking statement to reflect events or 
circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated events. New factors emerge from time to time, 
and it is not possible for management to predict all such factors. 

http://www.CommerceEn0rgy.com


LETTER TO SHAREHOLDERS 

To Our Shareholders: 

In fiscal 2006. we overcame a number of industry-wide challenges to 
considerably improve our financial performance. During the year, we 
successfully launched new sales and marketing strategies and expanded 
our geographic footprint into important new markets. 

Solid Financial Performance 

The company's financial results 
were quite positive for most of 
the fiscal year, with the exception 
of the second quarter, when 
unprecedented volatility in natural 
gas prices and unfavorable 
weather variances led to a net 
loss of $4.1 million. Nevertheless, we achieved profitability in our other three quarters, with earnings of $1.7 million in the last 
half of fiscal 2006. For the full year, gross profit Increased, along with lower operating expenses, resulting in a significantly 
narrowed net loss of $2.2 million versus a net loss of $6.1 million for fiscal 2005. 

ENERGIZED 
BY CUSTOIVIER GROWTH 

Customer Growth and Opportunities 

Our customer base grew significantly during the second half of the year, laying the foundation for Commerce's continued 
growth and profitability. Energy customers in deregulated markets are gaining a better understanding of the benefits of energy 
deregulation. We provide our customers with innovative price and service options to help them better manage their budgets 
and control energy price volatility. Commercial customers also benefit from tailored service plans that meet their specific 
business requirements. 

This past year, we initiated new marketing activities, which now include telemarketing, door-to-door solicitations, network 
marketing, direct mail, radio and print advertising, as well as direct contact with customers from sales executives. As a result 
of these efforts, during fiscal 2006 we signed an energy agreement with a national hotel chain, won a contract to provide 
natural gas to Los Angeles schools, entered a new market in Maryland and grew our Houston customer base by more than 
50% after only one week of a newly enacted consumer choice program. 

We have identified, and our sales and marketing team is focused on, three key geographic markets — Texas, Ohio and 
Maryland — which we believe represent substantial potential. Another element of our growth strategy includes mergers 
and acquisitions. Subsequent to the end of fiscal 2006, we acquired approximately 300 commercial and industrial customer 
accounts in California, Florida, Nevada, Kentucky and Texas from Houston Energy Services Company (HESCO). We anticipate 
that this transaction will triple our natural gas sales volume, increase our annual natural gas revenues by approximately $100 
million, and be accretive to operating results in fiscal 2007. We expect to continue to evaluate opportunities to acquire 
additional customer accounts, which combined with our internal customer acquisition activities, will be key drivers for sustained 
gnDwth and profitability. 



Concurrent with the HESCO transaciion ŵ^ expanded our natural gas supply 
agreement with Pacific Summit Energy, a subsidiary of Sumitomo Corporation, 
and entered into an agreement with Advanta Energy to provide marketing 
services to certain customers acquired from HESCO. We also are looking 
to establish additional strategic wholesale supply partnerships to support our 
geographically diverse energy supply needs. 

Our opportunity for growth in the retail energy services industry is quite large. 
Government statistics estimate the size of the U.S. energy market at $300 
billion for electricity and $150 billion for natural gas annually. Capturing an 
increased percentage of this market would result in substantial growth for 
Commerce. 

, ^ :M-^- -

Investment in Customer Service 

Enhancing our key information systems was a major goal in fiscal 2006. During the year, we increased our investment in 
technology to better gather and consolidate risk management data, enhance customer data and provide a common platform 
for our billing system — all focused on the objective of driving organic customer growth, supporting our mandate to provide 
excellent customer service and permitting faster access to information, which, in turn, enables superior pricing options. 

Clear Path Ahead 

Today, Commerce rests on a solid foundation. Our diversified sales and marketing strategy will help us attract new customers, 
and we are creating an infrastructure designed to profitably leverage our growth. We are confident ttiat our initiatives will 
result in lower customer acquisition costs and improved gross profits. 

We enter fiscal 2007 with substantial momentum and excellent prospects for continued growth. We fully expect to improve 
our financial and operational performance as we explore opportunities to enhance shareholder value. On behalf of the Board 
and management, I express deep appreciation for the continued support of our shareholders and customers, as well as for 
the hard work and dedication of our employees. 

Sincerely, 

Steven S. Boss 
Chief Executive Officer 
Commerce Energy Group, Inc. 

December 12,2006 
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EXPLANATORY NOTE 

Commerce Energy Group, Inc. (the "Company") filed its Annual Report on Form 10-K for the fiscal year 
ended July 31,2006 with the Securities and Exchange Commission (the "SEC") on October 30,2006 (the "Original 
Filing"). The Company is filing this Amendment No. 1 to the Original Filing to make the following corrections: 
Item 8 of Part II of the Original Filing has been amended to (i) supplement Footnotes 2 and 14 to the Notes to 
Consolidated Financial Statements with additional information relating to compensation costs relating to non-
vested restricted stock and outstanding stock options and (ii) add an internal cross reference to the footer of pages F-
3 through F-6 of the financial statement footnotes; Item 10 of Part in of the Original Filing has been amended to 
correct the number of authorized directors; Item 11 of Part III of the Original Filing has been amended to correct 
entries to the Summary Compensation Table related to Steven S. Boss and Thomas L. Ulry, to correct entries to the 
Option Exercise Table, to add clarifying sentences to the description of the employment agreements and severance 
arrangements related to Messrs. Weigand and Boughrum and to supplement the disclosure relating to Mr. Clayton's 
employment agreement; Item 12 of Part III has been amended to correct certain of the share amounts in the 
Beneficial Ownership Table; Item 13 of Part HI has been amended to add three transactions which were previously 
disclosed in the Company's Proxy Statement dated December 16, 2005 filed with the SEC on December 19, 2005; 
and Item 15 of Part IV and the Exhibit Index have been amended to correct certain inadvertent typographical errors. 

For the convenience of the reader, this Annual Report on Form 10-K/A (Amendment No. 1) sets forth the entire 
Annual Report on Form 10-K of the Company for the fiscal year ended July 31, 2006, as amended. However, as 
noted above, this Annual Report on Form 10-K/A (Amendment No. 1) amends only Item 8 of Part II, Items 10, 11, 
12, and 13 of Part HI, Item 15 of Part IV and the Exhibit Index. The other Items to the Original Filing have not been 
amended. No information in this Annual Report on Form 10-K/A (Amendment No. 1) has been updated to reflect 
any subsequent events occurring since the date of the Original Filing. Accordingly, this Annual Report on Form 10-
K/A (Amendment No. 1) should be read in conjunction with the Company's periodic filings made with the SEC 
subsequent to the filing date of the Original Filing, including any amendments to those filings, as well as any 
Current Reports filed on Form 8-K subsequent to the filing date of the Original Filing. Any reference to facts and 
circumstances at a "current" date refer to such facts and circumstances as of the Original Filing. All references in 
this Annual Report on Form 10-K/A (Amendment No. 1) to "this Annual Report on Form 10-K" shall mean "this 
Annual Report on Form 10-K/A (Amendment No. 1)". 
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You should carefully consider the risk factors described below, as well as the other information included in this 
Annual Report on Form 10-K prior to making a decision to invest in our securities. The risks and uncertainties 
described below are not the only ones facing our company. Additional risks and uncertainties not presently known 
or that we currently believe to be less significant may also adversely affect us. Unless the context requires otherwise, 
references to the "Company," "Commerce," "we," "us," and "our" refer specifically to Commerce Energy Group, 
Inc. and its subsidiaries. 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 

On one or more occasions, we may make statements regardmg our assumptions, projections, expectations, targets, 
intentions or beliefs about future events. All statements other than statements of historical facts included in this Annual 
Report on Form 10-K relating to expectation of ftimre financial performance, continued growth, changes in economic 
conditions or capital markets and changes in customer usage patterns and preferences, are forward-looking statements. 

" "estimates," "expects," "intends," "plans," "predicts," 
' "may," "could" or similar expressions identify forward-

Words or phrases such as "anticipates," "believes 
"projects," "targets," "will likely result," "will continue,' 
looking statements. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed. We caution that while we make such statements in good faith 
and we believe such statements are based on reasonable assumptions, including without limitation, management's 
examination of historical operating trends, data contained in records and otiier data available from third parties, we 
cannot assure you that our expectations will be realized. 

In addition to the factors and other matters discussed in Item lA. Risk Factors in this Annual Report on 
Form 10-K, some important factors that could cause actual results or outcomes for Commerce Energy Group, Inc. or 
our subsidiaries to differ materially from those discussed in forward-looking statements include: 

• regulatory changes in the states in which we operate that could adversely affect our operations; 

• fluctuations in the market price of energy resulting from seasonal weather and other factors that adversely 
impact the cost of our energy supplies and could prevent us from competitively servicing the demand 
requirements of our customers; 

• changes in the restructuring of retail markets which could prevent us from selling electricity and natural gas 
on a competitive basis; 

• our dependence upon a timited number of third-party suppliers of electricity and natural gas; 

• our dependence upon a limited number of local electric and natural gas utilities to transmit and distribute the 
electricity and natural gas we sell to our customers; 

• decisions by electricity and natural gas utilities not to raise their rates to reflect higher market cost of 
electricity and natural gas, thereby adversely affecting our competitiveness; 

• our ability to successfully integrate businesses we may acquire; 

• our ability to successfully compete in new electricity and natural gas markets that we may enter; 

• our ability to obtain and retain credit necessary to support both current operations and future growth and 
profitability; and 

• our dependence upon independent system operators, regional transmission organizations, natural gas 
transmission companies, and local distribution companies to properly coordinate and manage their trans
mission grids and distribution networks, and to accurately and timely calculate and allocate the cost of 
services to market participants. 

Any forward-looking statement speaks only as of the date on which such statement is made, and, except as 
required by law, we undertake no obligation to update any forward-looking statement to reflect events or 
circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated events. 
New factors emerge from time to time, and it is not possible for management to predict all such factors. 



PARTI 

Item 1. Business 

Overview 

Commerce Energy Group, Inc., or Commerce, is an independent energy marketer of retail electric power and 
natural gas supply to residential, commercial, industrial and institutional customers. We also provide consulting, 
technology and transaction data management services to energy-related businesses. Unless otherwise noted, as used 
herein, the "Company," "we," "us," and "our" means Commerce Energy Group, Inc. and its subsidiaries. 

Commerce operates through its two wholly-owned subsidiaries. Commerce Energy, Inc. and Skipping Stone 
Inc. Commerce Energy, Inc., or Commerce Energy, formerly Conunonwealth Energy Corporation doing business as 
"electricAmerica", is licensed by the Federal Energy Regulatory Commission, or FERC, and by state regulatory 
agencies as an unregulated retail marketer of natural gas and electricity. As of July 31,2006 we provided natural gas 
and electricity to approximately 137,000 residential, commercial, industrial and institutional customers in nine 
states. Skipping Stone Inc., or Skipping Stone, provides energy-related consulting and technologies to utilities, 
electricity generators, natural gas pipelines, wholesale energy merchants, energy technology providers and 
financial institutions. 

Commerce Energy Group's predecessor, Commonwealth Energy Corporation, or Commonwealth, was formed 
in Califomia in August 1997. On July 6, 2004, Commonwealth reorganized into a holding company structure, 
whereby Commonwealth became a wholly-owned subsidiary of Commerce. 

Commerce was incorporated in the State of Delaware on December 18,2003. Our executive offices are located 
at 600 Anton Boulevard, Suite 2000, Costa Mesa, Califomia 92626 and our telephone number is (714) 259-2500. 
Our fiscal year ends July 31. 

Industry Background 

Electricity 

In order to increase competition and lower the price of electricity to consumers, beginning in 1992, the 
U.S. electric utility industry began a process of deregulation, which primzwily served to unbundle generation, 
transmission, distribution and ancillary services into separate components of a utility's service. As in other 
industries that have been deregulated, competition in the electric service industry was intended to provide 
consumers with a choice of multiple suppliers and expected to promote product differentiation, lower costs 
and enhanced services. To obtain these benefits, customers in deregulated utility markets would be able to choose to 
switch their electric supply service from their local utility to an alternative supplier. 

In 1996, some states, and some of the utilities within those states, proceeded to allow their end-use customers 
direct access to marketers, enabling them to purchase their electricity commodity from an entity other than the local 
utility in a competitive retail market. These proceedings created new market participants known in Califomia as 
Electricity Service Providers, or ESPs, and in other states by this term or another similar term, of which Commerce 
Energy is one. PresenUy, approximately one-half of the states in the United States have either enacted enabling 
legislation or issued regulatory orders to proceed with such retail direct access. 

The electricity distribution infrastructure in place prior to deregulation remains largely unchanged, with the 
primary diiference being that parties other than the local utility can utilize the delivery infrastructure by paying 
usage fees. ESPs use this established electricity network for the delivery of energy to their customers. 

Electricity is a real-time commodity and cannot be stored. As soon as it is produced, it must be simultaneously 
delivered into the grid to meet the demand of end users. Most electricity grids and wholesale market clearing 
activities are managed by third party entities known as an Independent System Operators, or ISOs, or Regional 



Transmission Organizations, or RTOs. The ISO or RTO is responsible for system reliability and ensures that 
physical electricity transactions between market participants are managed in such a way as to assure that proper 
electricity reserve margins are in place, grid capacity is maintained and supply and demand are in balance. 

To maintain profitability, we must effectively manage or "shape" our purchased electricity supply to the real
time demand or "load" of our customers. These load shaping activities, required by the hourly variability in the 
ehctncity usage patterns of our customers compared to the fixed hourly volume purchase from our suppliers, results 
in our holding of long or short energy positions. A long position occurs when we have committed to purchase more 
electricity than our customers need, and a short position occurs when our customers' usage exceeds the amount of 
electricity we have committed to purchase. In both situations, we utilize the wholesale electricity spot market and 
ISO clearing markets to balance our long or short energy positions; selling supply when in a long position and 
buying when in a short position. It is not possible to be completely balanced on every delivery hour, therefore we 
always have some exposure to price volatility in the wholesale market for electric power. 

Purchases and sales in the wholesale market are regulated by FERC, and we report on a regular basis to the 
U.S, Department of Energy. Weather, generation capacity, transmission, distribution and other market and 
regulatory issues also are significant factors in determining our wholesale procurement and sales strategies in 
each of the markets we serve. 

FERC has deregulated the wholesale electricity market by allowmg power marketers and utilities who do not 
have market power to sell wholesale electric power at market rates (i.e., whatever rate the buyer and seller agree 
upon), as opposed to requiring that prices be cost-based {i.e., based on the supplier's cost of the electricity). 

FERC has further encouraged competition in the wholesale bulk power markets by promulgating open access 
transmission rules in 1996, which have led to the increasing commoditization of electricity markets. FERC's open 
access transmission rules require transmission providers under its jurisdiction to allow eligible customers access to 
their transmission systems at cost-based rates. This has enabled purchasers of wholesale power to access a larger 
number of potential suppliers, thereby enhancing competition. 

FERC has continued to promote increased competition in RTOs which have ultimate control over the bulk 
transmission system in a particular geographic area. Wholesale electricity or bulk power, once purchased and sold 
almost exclusively between traditional utilities under bilateral arrangements, is now traded by many different 
market participants on organized markets, including hourly, daily, and monthly spot markets, power exchanges and 
financial markets, such as futures and options markets. Competitive markets now exist in many regions of the 
country for energy, automatic generation control, spinning reserves, other categories of ancillary services and 
capacity. Organizations such as the New York Mercantile Exchange, or NYMEX, and the Intercontmental 
Exchange, or ICE, offer trading opportunities in electricity futures and options at various locations across the 
country. The price of electricity is largely set by these competitive markets. Recentiy, the growth and evolution of 
wholesale electricity markets has been accelerated with the formation of RTOs. These RTOs are developing 
organized market structures for the purpose of providing more efficient and competitive wholesale marketplaces for 
the benefit of consumers in the regions in which they operate. 

Retail electric marketers procure power supplies for delivery to end-use customers from a variety of wholesale 
power producers or merchant generation companies, either through term supply contracts or on a spot basis. In 
addition, short-term daily or hourly supply requirements can be purchased or sold through the balancmg markets 
operated by the ISO or RTO, The physical distribution of electricity to retail customers remains the responsibility of 
the local utility, which collects fees for use of its systems. Some states also allow the utility to provide additional 
services, such as reading meters, generating customer bills, collecting bills and taking requests for service changes 
or problems, while in other states the utility is not allowed or chooses not to perform these services. 

Natural Gas 

The natural gas industry, government regulated since 1938, began a process of deregulation m the early 1980s 
leading to a dynamic industry with a highly competitive market place and a commodity that is widely traded in the 
daily and futures markets. The market price of natural gas is quoted at various locations or regional hubs around the 
country. These regional hubs are usually priced as a differential to the largest centralized point for natural gas spot 



and futures trading in the United States known as the Henry Hub, located in Louisiana, and used by the NYMEX as 
the point of delivery for its natural gas futures contracts. There are over 70 major market hubs, or intersections of 
various pipeline systems, where natural gas transactions occur. In addition, purchases and sales are made at 
thousands of gas processing plants where gas enters the national grid, city gate interconnections where gas leaves 
the national grid, and industrial and electric generator direct connections with large pipelmes making up the 
national grid. Thousands of contracts are bought and sold daily at the market centers. These market centers have 
various degrees of liquidity in both the cash and forward markets. Prices may vary widely fix)m hub to hub, 
reflecting regional market conditions. Additional thousands of transaction occur at non-market hub interconnec
tions and often these transactions are based upon or priced relative to the major market hub or hubs in their vicinity. 

Although transactional prices of natural gas are determined by market forces, the cost of transportation of 
natural gas from the ouUet of gathering systems and processing plants to the "city gate" interconnection with local 
gas distributors is performed by regulated pipelines which essentially act as common carriers. Any market 
participant desiring transportation services from such pipelines must be offered such services on an equal basis with 
other market participants. Transportation from the city gate to the burner tip, a common term for where a consumer 
uses the gas, is performed by regulated local utilities. Unlike the interstate natural gas pipelines, that act as common 
carriers, the local gas distribution companies are a mixture of common carrier, selective carrier, and non-carrier 
systems. Only common carrier and some selective carrier systems can be accessed to serve retail residential and 
commercial/industrial customers. 

Retail natural gas providers for the most part procure natural gas supplies for delivery to end-use customers 
from a variety of wholesale natural gas suppliers, mostly at a relevant market hub, either through term supply 
contracts or on a spot basis. The physical distribution of natural gas to retail customers remains the responsibility of 
the local natural gas utility, which collects a fee for the use of its pipelines distribution system. 

Core Products and Services 

Our core business is the retail sale of electricity and natural gas to end-use customers. We also provide 
professional consulting and technology services to utilities, electricity generators, wholesale energy merchants, 
financial institutions and energy technology companies. 

Commerce Energy, Inc. 

We sell electricity and natural gas service to customers under month-to-month and/or longer-term service 
contracts. The positive difference between the sales price of energy delivered to our customers and the related sum 
of the cost of our energy supplies, transmission costs, distribution costs and ancillary services costs provides us with 
a gross profit margin. The electricity and natural gas we sell is generally metered and deUvered to our customers by 
the local utilities. The local utilities may also provide billing and collection services for many of our customers on 
our behalf. 

We buy electricity and natural gas in the wholesale market in time-specific, bulk or block quantities usually at 
fixed prices. With respect to electricity markets, we balance the differences between the actual sales demand or 
usage of our customers and our bulk or block purchases by buying and selling any shortfall or excess in the spot 
market. Independent System Operators, or ISOs, and Regional Transmission Organizations, or RTOs, perform real
time load balancing for each of the electric grids in which we operate. Similarly, with respect to natural gas markets, 
supply and demand balancing is performed by Commerce Energy in connection with agreements with the local 
distribution company (LDC) utilities or by the LDC themselves on behalf of Commerce Energy, for each of the 
natural gas markets in which we operate. We are charged or credited by the ISOs and LDCs for balancing of our 
electricity and natural gas purchased and sold for our account. 

Skipping Stone Inc. 

Skipping Stone offers a number of related professional consulting services and technologies to energy 
companies, such as utilities, electricity generators, natural gas pipelines, wholesale energy merchants, energy 
technology providers and investment banks. Skipping Stone is focused on assisting clients with business process 
improvements, market research, training, Sarbanes-Oxley process level implementations, systems design and 



selection, and strategic and tactical planning for new market or merger activities. Additionally, the Company 
provides natural gas pipeline information to market participants and government customers through Skipping 
Stone's technology center using its capacitycenter.com service. 

Our Customers and Markets 

As of July 31, 2006, we were delivering electricity and natural gas supply to customers in nine states and 
twenty LDC markets. We periodically review and evaluate the profitability of our operations in each of these 
markets and the advantages of our market entrance in other potential LDC markets that are open for direct access 
sales to end-use customers. The review of entrance in a new market area includes exploring opportunities to acquire 
existing portfohos of customers from current suppliers in targeted markets. 

We Operate in one reportable business segment, energy retailing, in one geographic area, the United States. Our 
customer base consists of residential, commercial, industrial, and institutional customers. Our business is not 
dependent upon any one customer or a few major customers and during fiscal 2006, no one customer accounted for 
more than 10% of our net revenues. In addition to expansion of our core products and services into new deregulated 
markets and targeted customer classes, we are working to broaden the scope of our energy-related products and 
services to include energy efficiency offerings and additional outsourced services. 

As of July 31, 2006, we served approximately 137,000 electricity and natural gas customers. Although a 
number of our customers, particularly in our commercial and industrial sales segment, can have more than one 
account, we determine and report our customer count with each customer defined as an individual customer 
account. We served electricity customers in twelve LDC markets within six states: Califomia, Permsylvania, 
Michigan, Maryland, New Jersey and Texas and natural gas customers in eight LDC markets within six states: 
Califomia, Georgia, Maryland, New York, Ohio and Pennsylvania. 

Sales of electricity and natural gas comprised 74% and 25%, respectively, of total net revenues during fiscal 
2006 and 89% and 10%, respectively, during fiscal 2005. During fiscal 2004, net revenues were comprised 100% of 
sales of electricity. 

Skipping Stone is engaged by over 50 clients under master agreements, with up to a dozen active engagements 
in any given month. Clients include utilities, wholesale energy merchants, natural gas pipeUne companies, 
electricity generators, energy producers and investment companies. Net revenue attributable to Skipping Stone 
is approximately 1% of total net revenues in fiscal 2005 and 2006. 

Stra t^y 

Commerce Energy's future profitability depends on our ability to achieve sufficient customer scale in order to 
create a profitable operating cost stmcture. To achieve this scale, we intend to substantially grow our customer base 
in markets that offer adequate gross margins, shed customers which may no longer be served economically, evaluate 
and align our market presence to achieve an optimum return on investments and seek out acquisition opportunities 
that will advance our growth goals. Growth plans include: 

• Substantially grow our customer base in energy markets that have rate structures, market rules, consumer 
demographics, energy consumption pattems, access to favorable energy supply and risk management 
profiles that allow us to economically serve the market. 

• Establish a market position for the Commerce Energy brand that is differentiated from competitors, relevant 
to customers and other key stakeholders and executable by the company. 

• Within our mass market division, continue to develop a robust sales channel mix including outbound and 
inbound telesales, online sales and enrollment, affinity alliances, du-ect mail, advertising, as well as various 
indirect sales partnerships, including network marketing, door-to-door solicitations, independent agents and 
online affiliates. 

• Establish strategic supplier relationships that will enable us to offer a broad range of innovative service 
plans, pricing flexibility and competitive rates. 

http://capacitycenter.com


• Offer additional products and services to our customers designed to help consumers use energy more 
efficiently and to otherwise bring better control to thefr energy costs. 

• Pursue community aggregation programs that enable us to eruroll larger numbers of consumers more 
economically than through traditional one-by-one marketing efforts. 

• Continue to develop our Commercial & Industrial (C&I) division in its pursuit of small- and medium-size 
commercial consumers, particularly those with multiple-location (multi-state) requirements. 

Sale$ and Marketing 

Commerce Energy markets electricity and natural gas utilizing contract terms based either on monthly fixed or 
variable rates. The majority of our fixed-rate contracts are for a duration of twelve to twenty-four months, with 
occasional shorter-term offerings based on market conditions and customer preferences. Our monthly variable rate 
contracts are cancellable after thirty days' notice, allowing customer flexibility with respect to a longer term price or 
supplier commitment. During the second half of fiscal 2006, approximately 95% of our new customer sales 
contracts were under fixed-rate contract terms. As expected, following unprecedented increases in the wholesale 
cost of energy and significant volatility of market prices during the second half of calendar 2005, customers were 
more inclined to lock in certainty in the cost of their energy supplies. As the wholesale market price of energy 
declines, we believe customers may increasingly move toward our monthly variable-rate contracts, thus allowing 
them to take advantage of decreasing market prices. 

A variety of approaches are utilized in acquiring customers, including a professional sales force calling on C&I 
end-users and various mass market sales charmels in pursuit of residential and small businesses. Historically, a 
majority of our customers have been acquired through telesales and network marketing. More recently, 
door-to-door sales have been added to the mix as well as targeted broadcast advertising, professional sales, 
affinity alliances and on-line affiliates. 

Service after the sale is a critical part of our success. During fiscal 2006, high levels of customer growth 
resulted in hiring and training new staff members, as well as improving technology platforms to expedite the 
processing of new customer accounts, ensure timely and accurate billing and provide one-call resolution to 
customer inquires. 

Our sales efforts are divided into two divisions: C&I, representing sales to medium-sized and larger 
commercial accounts, and Mass Market, comprised of residential customers and small businesses. 

Commercial & Industrial 

C&I sales primarily involve stmctured, custom-rate contracts developed specifically to meet the desires, needs 
and usage pattern of an individual customer. A typical C&I customer possesses a high level of understanding of the 
energy business and current market conditions, and individual customer sales involve higher energy usage and 
lower per unit margins, as compared to the typical mass market customer. Competition for these types of customers 
is robust, with several established competitors in each geographic market. Commerce Energy has established itself 
as a preferred provider of customers with multi-location, multi-slate requirements. Leveraging our information 
systems and operational capabilities, we are able to attract and retain customers such as retail chains, hotel/motel 
chains, food service chains and school districts, in addition to small- and medium-sized, single-location commercial 
consumers. Although other indirect sales channels and sales agents are utilized, we make sales to this customer 
segment largely through the establishment of dkect customer relationship by our professional inside salespersons. 

Mass Market 

Sales to mass market customers are comprised of pre-defined service plans developed on the usage pattems of 
a typical small business or residential consumer Historically, telesales and network marketing were utilized almost 
exclusively for the acquisition of customers in the mass market. In order to significantly increase our sales in this 
customer segment, during the last half of fiscal 2006 we began utilizing a number of other sales channels for the 
acquisition of mass market customers, including third-party door-to-door commission salespersons, affinity 
alliances, on-Une affiliates and targeted print and broadcast advertising. 



Energy Supply 

We do not own electricity generation assets or natural gas producing properties. All of the electricity and 
natural gas we sell to our customers is purchased in the wholesale market from third-party suppliers in time-specific 
block quantities under short-term and long-term contracts, usually at fixed prices. Although we have open lines of 
credit with suppliers, contractual purchase terms with suppliers often require additional collateral to support our 
energy purchases. We utiUze our available cash and letters of credit issued under our bank credit facility to meet any 
collateral requirements of our energy suppliers. 

With respect to electricity markets, we balance the differences between the actual sales demand or usage of our 
customers and our bulk or block purchases by buying and selling any shortfall or excess m the spot market. 
Independent System Operators, or ISOs, and Regional Transmission Orgaruzations, or RTOs, perform real-time 
load balancing for each of the electric grids in which we operate. Similarly, with respect to natural gas markets, 
supply and demand balancing is performed by Commerce Energy in connection with agreements with the local 
distribution company (LDC) utilities or by the LDC themselves on behalf of Commerce Energy, for each of the 
natural gas markets in which we operate. We are charged or credited by the ISOs and LDCs for balancing of our 
electricity and natural gas purchased and sold for our account and we are subject to costs or fees charged by the ISOs 
or LDCs for these electricity and natural gas balancing activities related to our account. 

Wholesale electricity and natural gas are readily available from various thfrd party suppliers in our markets, 
except for the state of Michigan, where all of our electricity is purchased from one supplier. In fiscal 2006, two 
electricity suppliers (including the Michigan supplier) each accounted for 11% of our direct energy costs. Based 
upon current information from our suppliers, we do not anticipate any shortage of supply. However, in the event of a 
supply shortage, there can be no assurance that we would be able to timely secure an alternative supply of electricity 
or natural gas at prices comparable to our current contracts, and the failure to replace a supplier in a timely manner at 
comparable prices could materially harm our operations. 

We employ risk management policies and procedures to control and monitor the risks associated with volatile 
commodity markets and to assure a balanced energy sales and supply portfolio within defined risk tolerances. 

Competition 

Commerce Energy, Inc. 

In markets that are open to competitive choice of retail energy suppliers, there are generally three types of 
competitors: the mcumbent utilities, utility-affiliated retail marketers and small to mid-size independent retail 
energy companies. Competition is based primarily on price, product offerings and customer service. 

The competitive landscape differs in each utility service area, and within each targeted customer segment. For 
residential and small commercial customers in most service territories, the primary competitive challenges come 
from the incumbent utility and affiliated utility marketing companies. For the medium-sized commercial customer, 
competitive challenges come from the utility and its affiliated marketing company, as well as other independents. 
However, this segment is still the least targeted segment among our competition due to the difficulty in balancing 
cost of acquisition and margin objectives. The large commercial, institutional and industrial segments are very 
competitive in most markets with nearly all customers having already switched away from the utility to an alternate 
provider. National affiliated utility marketers, energy producers and other independent retail energy companies 
often compete for customers in this segment. 

The incumbent regulated utilities and the nationally-branded utility affiUates typically benefit from the 
economies of scale derived from the strength of a substantia] asset-based balance sheets, and vertically integrated 
business models that combine production, transmission and distribution assets. For incumbent utilities these 
advantages are often offset by the lack of flexibility to offer multiple product choices to their customers, while the 
nationally- branded affiliates often stmggle with long-term focus and cultural adaptation to a non-regulated market 
environment. 

Increasing our market share depends on our ability to convince customers to switch to our service. The local 
utilities have the advantage of long-standing relationships with their customers and they have longer operating 



histories, greater financial and other resources and greater name recognition in their markets than we do. In 
addition, local utilities have been subject to many years of regulatory oversight and thus have a significant amount 
of experience regarding the policy preferences of their regulators, as well as a critical economic interest in the 
outcome of proceedings concerning their revenues and terms and conditions of service. Local utilities may seek to 
decrease their tariff retail rates to limit or to preclude the opportunities for competitive energy suppliers and 
odierwise seek to establish rates, terms and conditions to the disadvantage of competitive energy suppUers. There is 
an emerging trend among some local utilities to exit the merchant function and actively encourage customers to 
leave their energy supply service. This is sometimes encouraged by the framework for deregulation within which 
the local utility operates. Recently, there have been several customer auctions held in which the local utility assigns 
its customers to winning retail marketer bidders. We have had historical success in the customer-auction process and 
plan to pursue more of these opportunities as they become available. 

Among the retail marketers and wholesale merchants, competition is most intense for the larger volume 
commercial and industrial accounts. Our primary target customer segments are small to medium commercial 
customers. We expect that the combination of our existing residential customer base and our continued growth will 
enhance our ability to successfully compete for larger commercial and institutional customers. 

Most customers who switch away from the local utility do so for economic benefit. Once switched, customer 
retention is based on continuing competitive pricing, reliability of supply and customer service. 

Some of our competitors, including local utilities, have formed alliances and joint ventures in order to compete 
in the restructured retail electricity and natural gas industries. Many customers of these local utilities may decide to 
stay with their long-time energy provider if they have been satisfied with their service in the past. Therefore it may 
be difficuU for us to compete against local utilities and their affiliates. 

We also may face competition from other nationally-branded providers of consumer products and services. 
Some of these competitors or potential competitors may be larger and better capitalized than we are. 

Skipping Stone Inc. 

We face competition in selling consulting and outsourced services from a large variety of companies. These 
competitors may be engaged in the energy business, as we are, or may be national and international management 
and inibrmation technology firms. 

Seasonality 

Our sales volumes and revenues are subject to fluctuations during the year due primarily to the impact of 
seasonal weather factors on customer energy demand and the related market prices of electricity and natural gas. 
Electricity sales volumes are historically higher in the summer months for cooling purposes, followed by the winter 
months for heating and lighting purposes. Natural gas sales volumes are higher in the winter heating season, with the 
lowest demand occurring during the summer 

Governmental Regulation 

In states that have adopted deregulation, state Public Utility Commissions, or PUCs, have authority to license 
and regulate certain activities of electric and natural gas retailers. Commerce Energy is subject to regulation by the 
PUC in each state in which we sell electricity and natural gas. As of July 31, 2006, we were licensed by the 
applicable PUCs in nine states. These licenses permit us to sell electricity and natural gas to commercial, industrial, 
institutional and residential customers. The requirements for licensing and the level of regulation vary from state to 
state. 
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We consider each utility service territory within which we operate to be a distinct market due to the unique 
characteristics of each. A discussion of regulations for our market service areas follows: 

State Regulations 

Wholesale market rules are expected to change over the next several years as Regional Transmission 
Organizations, or RTOs, continue m theu- efforts through a variety of FERC-filed mles and procedures to relieve 
congested transmission systems, encourage expansion of transmission networks and attempt to enhance compe
tition in the bulk power markets. These changes will likely impact our retail electricity business in several RTOs m 
which we operate, specifically: PJM Interconnection, Electric Reliability Council of Texas and the Califomia 
Independent System Operator. These proposed changes could increase transmission charges in the form of 
congestion pricing to relieve congestion at certain delivery or interconnection points on a transmission system 
(nodal pricuig and related measures) and through higher transmission capacity charges permitted by FERC to 
stimulate more investment in new transmission lines and facilities. While these changes will likely increase 
transmission charges, at least in die short mn, they may lead to a more efficient and expanded transmission system 
within these RTOs that can accommodate more transactions, and help the Company to access more customers at the 
wholesale and retail level. There is no way to impute an exact effect through a cost/benefit analysis because there are 
many variables, and RTOs may be permitted different ways to achieve the same objective of enhancing competition 
in the bulk power, wholesale markets. 

Electricity 

Califomia, The 1996 Califomia Assembly Bill 1890 codified the restmcturing of the Califomia electric 
industry and provided for the right of Direct Access. Direct Access allowed electricity customers to buy their power 
from a supplier other than the electric distribution utilities begirming January 1, 1998. On April 1, 1998, the 
Company began supplymg customers in Califomia with electricity as an Electric Service Provider On Septem
ber 20, 2001, the Califomia PUC issued a ruling suspending electricity Duect Access. This mling permits ESP's to 
keep their current customers and to solicit dkect access customers served by other ESPs; however it prohibits us 
from signing up new non-direct access customers in Califomia for an undetermined period of time. 

Under legislative mandate, the Califomia PUC is implementing the state's Resource Adequacy Requirement, 
or RAR. In September 2005, Califomia Assembly Bill 380, covering electrical restmcturing and resource adequacy 
was passed into law. This bill requires the California PUC, in consultation with the ISO, to establish RARs for all 
Load-Serving Entities, or LSEs. The bill requires each LSE to secure generating capacity adequate to meet its load 
requirements, including but not limited to, peak demand and planning and operating reserves, deliverable to 
locations and at times as may be necessary to provide reliable electric service. The Califomia PUC issued its Final 
Decision on system RARs on October 27, 2005. The Final Decision requires LSEs, including Investor-Owned 
Electric Utilities, or lOUs, Electric Service Providers or ESPs, and Community Choice Aggregators or CCAs, to 
have capacity to serve their retail customers' forecasted loads and a 15-17% reserve margin begirming in June 2006. 
On June 29, 2006, the Califorrua PUC issued its decision on local RARs, for which requirements are established 
annually under CPUC allocation principles. The Califomia PUC adopted a penalty of $40 per kW-year on the 
amount an LSE is deficient in meeting the annual requirements, m addition to backstop procurement costs. As an 
LSE, Commerce Energy is subject to the RARs and its provisions, including penalties for non-compliance. The 
ability of Commerce Energy to recover costs associated with RAR from its customers wUl be subject to market 
pricing and competitive forces. 

On September 26, 2006, Califomia Senate Bill 107 was signed into law. The bill amends the existing law 
concerning renewable portfolio standards for LSEs in the state. The bill accelerates the procurement targets such 
that 20% of retail sales are procured from eligible renewable energy resources no later than December 31,2010. The 
former law required 20% by 2017. Rules to implement California's Renewable Portfolio Standards or RPS and the 
mles by which ESPs must comply with RPS, are being developed and are not fully known to Commerce Energy. As 
such, the associated costs to Commerce Energy are not known. 

Pennsylvania. In 1996, the Electricity Generation Customer Choice and Competition Act was passed. The 
law allowed electric consumers to choose among competitive power suppliers beginning with one-third of the 
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State's consumers by January 1999, two-thirds by January 2000, and all consumers by January 2001. Commerce 
Energy began serving customers in Pennsylvania in 1999. 

Current utility default rates are capped until 2010 as a result of the restructuring related to the Electric Choice 
Law. As power prices rise significantiy, it has become clear that the utility price cap is not realistic or representative 
of tme market power costs. Squeezed between a capped utility rate, high wholesale electricity costs and the high 
cost of servicing customers in Pennsylvania due to the market rules and market structure, many companies, 
including Commerce Energy, have reduced the number of customers they serve in the state. 

There are no current rate cases or filings at the Pennsylvania PUC which would impact the Company's 
financial results. 

Michigan. The Michigan state legislature passed two acts, the Customer Choice Act and Electricity 
Reliability Act, signed into law on June 3, 2000. Open Access, or Choice, became available to all consumers 
of Michigan electric distribution utilities, begirming January 1, 2002. We began marketing in Michigan's Detroit 
Edison service territory in September 2002. 

On Febmary 4, 2005, the Detroit Edison filed an application to unbundle and realign its electric rates. The 
application proposed the unbundling of Detroit Edison's existing rate classes into their cost components attributable 
to the generation, including transmission, and distribution functions and the phasing out of rate class imbalances 
relative to cost of service. Detroit Edison explained that its application would allow the utility to unbundle its 
residential, commercial, and industrial retail electric rate schedules into their separate components based on 2004 
fully allocated embedded costs. 

On December 22, 2005, the Michigan Public Utilities Commission, or the MPSC, approved Detroit Edison's 
filmg. The MPSC dh-ected that distribution charges for choice and bundled customers should be brought into parity 
through aligning their rates, effective Febmary 2006. This order resulted in a rate reduction for bundled commercial 
and industrial customers. This order had a major impact on Choice customers because the MPSC allowed the utility 
to shift costs earlier associated with energy charges to the distribution portion of the customer bill. As a result. 
Choice customers saw an increase in their distribution charges, which ultimately resulted in a "total bill" increase. 

New efficient meter rules and a removal of Detroit Edison's Stranded Cost charge in combination with a higher 
Power Cost Recovery Surcharge is closing the gap between the utility's rate and the rate offered by suppliers, 
however, competition has been effectively halted in Michigan due to the design of Detroit Edison's rate. 

Maryland. In 1999, the Maryland General Assembly passed the Electric Choice and Competition Act. Part of 
this Act required that all customers receive a rate reduction, followed by a rate freeze. The rate reduction of 6,5% for 
Baltimore Gas and Electric (BGE) customers was based on the last BGE rate case which was in 1993. The rate 
fi:eeze in the BGE service territory expired on July 1, 2006. The market price obtained through the Standard Offer 
Service competitive auction process in the BGE service territory increased 72%. This increase paved the way for the 
Company to start offering products to all classes of customers at rates that are market based and highly competitive 
to BGE's Standard Offer Service rate. Commerce Energy was licensed by the Maryland Public Service Commission 
on July 7, 2004. 

In an attempt to mitigate the impact of the BGE rate increase, the Maryland General Assembly in special 
session in June, 2006 passed Senate Bill One which among other tilings limited tiie BGE rate increase to 15% for die 
period July 1, 2006 through May 31, 2007; however that limit was imposed as a credit to the utility's transportation 
fees and in no way affected the commodity price increase. 

New Jersey, Deregulation activities began in New Jersey in November 1999 when the Board of Public 
Utilities, or BPU, approved the implementation plan. The Company began marketing in New Jersey in the Public 
Service Electric and Gas service territory in December 2003. 

Since 2002, the four New Jersey Electric Distribution Companies, including Public Service Gas & Electric 
Company, or PSE&G, have procured electric supply to serve their Basic Generation Service, or BGS, customers 
through a statewide auction process held each year in Febmary. BGS customers are customers who are not served by 
a third party supplier or competitive retailer. The utility uses a rolling procurement stmcture, whereby each year 
one-third of the load is procured for a three-year period. A portion of the load that was bid on three years ago will 

10 



come up for re-bidding in 2007. Commerce Energy anticipates that this will cause the auction rate to increase and 
create a BGS rate that is closer to the current market price. 

Texas. Texas deregulation began in 1999. Beginning in January 2002, Texas electricity consumers could 
choose their Retail Electricity Provider, or REP, Commerce Energy began serving electric customers in the TXU 
Electric Delivery and CenterPoint service territories of the Electric Reliability Council of Texas, or ERCOT. On 
May 16,2005, we expanded further into the Texas service territories of American Electric Power, or AEP, and Texas 
New Mexico Power, or TNMP. ERCOT is currentiy examining the manner in which it expects to shift its current 
operation of the wholesale transmission distribution system from a zonal to a nodal marketplace. We expect the 
nodal market design wUl impact the purchasing of our wholesale power by changing the delivery locations of our 
wholesale supply. 

Credit risks may increase for retail electric providers selling to residential customers. Under existing law. 
Commerce Energy and other retail electric providers can only use electric bill payment history to deny service 
begmning on the later of January 1, 2007 or the date that price to beat is no longer in effect in die residential 
customer's geographic area. However, a common database providing electric bill payment history is not available 
for retail electric providers. Until the database is voluntarily created, or mandated by policy, Commerce Energy will 
continue to rely on PUCT Customer Protection Rules to manage credit risk. Those rules give Conunerce Energy the 
right to request a deposit or advanced payment. 

Wholesale costs associated with scheduling and balancing energy on the ERCOT grid may increase for market 
participants, such as Commerce Energy. Specifically, cost responsibility and allocation for Replacement Reserve 
Service (RPRS), an ancillary service for ERCOT grid operations, is under ERCOT's policy review. Until resolved, 
the RPRS Charge is being temporarily "uplifted" to all market participants on a load-ratio share basis. The ability of 
Commerce Energy to recover these charges from its retail customers is subject to market pricing and competitive 
pricing. 

Natural Gas 

Beginrung with the Natural Gas Policy Act of 1978, the U.S. Congress initiated a process that ended federal 
control over the price of natural gas at the wellhead. This ultimately set in motion a series of public policy changes 
by the FERC and state utility commissions that have resulted in consumer choice programs for all natural gas users 
in certain states. 

We serve natural gas customers in eight utility gas market areas in the following six states: 

Califomia. We currently serve residential and small commercial customers in the Southem Califomia 
Gas and Pacific Gas & Electric gas markets. We are the only core aggregation transportation provider to 
residential customers in these market areas. There are no current rate cases or filings pending before the 
Califomia PUC that are anticipated to impact our financial results. 

Georgia. In 1997, the Georgia General Assembly passed the Georgia Natural Gas Competition and 
Deregulation Act, or the Georgia Gas Act. The Georgia Gas Act reorganized the Georgia retail natural gas 
market and allowed natural gas marketers to serve retail consumers. The Georgia Public Service Commission, 
or the GA PSC, has implemented a comprehensive unbundling program m the state. Over 80 percent of the 
state's residential gas consumers are serviced by certified gas marketers. The ability to disconnect customers 
for non-payment of invoices is severely constrained by system design and human resource limitations in this 
market. This may affect the Company's ability to limit losses within this market. 

Maryland. In 1997, natural gas choice was brought to Maryland consumers. We provide gas service to 
residential and small commercial customers in the Baltimore Gas & Electric market area. There are other gas 
marketers that serve tiiese types of customers. In July, 2005 the Maryland Public Service Commission adopted 
enhanced customer protection mles which were applied to the retail energy market. The approval of these mles 
will not impact financial results as the Company is currently compliant. 

New York. In 1996, New York began offering natural gas choice programs. We currently serve 
residential and small commercial customers in the KeySpan Energy Delivery gas market. There are other 
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gas marketers that serve these types of customers. In the fall of 2004, the New York Public Service 
Commission issued a policy statement requiring all utilities to submit a plan outiinmg their program to 
enhance die Choice program in the market place resulting in an increased competitive environment. Currently 
several of the utilities are implementing their plans. We expect that these activities will improve our ability to 
niarket in New York to new gas customers. 

Ohio. In 1997, natural gas choice programs began in Ohio. We provide gas service to residential and 
small commercial customers in the Dominion East Ohio, or DEO, and Columbia Gas of Ohio service areas. 

DEO's plan to exit the merchant function in Ohio was approved earlier this year. The plan was divided 
into two sections, Phase I and Phase II. In Phase I suppliers and marketers bid for supply only. In Phase II, 
suppliers and marketers will bid to serve any bundled customers remaining with DEO. On August 29, 2006, 
DEO conducted an auction for pricing of its natural gas wholesale supply for the time period October 2006 
through August 2008. 

The auction participants bid on a retail price adjustment that will be added on a monthly basis to the 
monthly NYMEX settlement price. The sum of these will become the Standard Offer Service, or SOS, price 
that will replace the current Gas Cost Recovery, or GCR, rate. The GCR rate has traditionally been calculated 
on a monthly basis using imbalances from prior months. The new SOS rate will more closely reflect trae 
niarket costs. 

Pennsylvania. In 1997, the natural gas supply service in Pennsylvania was fully opened to competition 
for all customer classes. The Natural Gas Choice and Competition Act specified that after five years (July 
2004) the PUC was to initiate processes to evaluate the competitiveness of natural gas supply services in the 
state and report its findings to the General Assembly. As a result, the Pennsylvania PUC released a report on its 
findings earlier this year. It was discovered tiiat the State at this time could be more supportive of competition 
by changing some of die mles and taxes currently imposed on suppliers. A report regarding their findings is 
expected to be released later this year. 

Federal Regulations 

Federal Energy Regulatory Commission 

We also are subject to regulation by various other federal, state and local govemmental agencies. Our electric 
purchases and sales are subject to the jurisdiction of the Federal Energy Regulatory Commission, or FERC, under 
the Federal Power Act. We make sales of electricity pursuant to a Power Marketer certificate issued by FERC. 
While not generally regulating the rates or terms or conditions of electricity sales, FERC has the authority to 
institute proceedings to identify transactions involving rates that are not just and reasonable due to market 
manipulation and to reverse or unwind such transactions to ensure just and reasonable rates. 

The Federal Energy Policy Act of 2005 

On August 8, 2005, the Energy Policy Act of 2005, or EPA 2005, was signed into law. The scope of EPA 2005 
is broad, addressing fossil, nuclear and renewable energy, energy efficiency and tax credits and incentives, across a 
range of energy producing and consuming sectors. Certain changes mandated by EPA 2005 may have a direct or 
indirect effect on our business. In particular, provisions intended to enhance the reliabiUty of electric transmission 
and delivery systems, further the transparency of electricity and namral gas markets, encourage the constmction of 
new electric transmission infrastructure, and facilitate the importation of natural gas should increase the efficiency 
of the competitive wholesale natural gas and electricity markets in which we participate. Furthermore, effective 
Febmary 8, 2006, EPA 2005 replaces tiie Public Utility Holding Company Act of 1935, or PUHCA 1935, with tiie 
Public Utility Holding Company Act of 2005, or PUHCA 2005, PUHCA 2005 involves much less extensive 
regulation than PUHCA 1935, but does include provisions involving FERC access to books and records of public 
utility holding companies and then: affiliates, as well as certain oversight over affiliate transactions. In accordance 
with EPA 2005, FERC has finalized mles (RM05-32-000) to address certain issues related to implementation of 
PUHCA 2005, including implementing the Federal access to books and records. 
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In the past, through a series of no action letters, the U.S. Securities and Exchange Commission, or the SEC, has 
concluded that electric and gas marketers who did not own or operate electric generation, transmission or 
distribution facilities or gas retail distribution facilities were not public-utility companies, and their parent 
companies were not public-utility holding companies, under PUHCA 1935, In its final rale, FERC confirmed 
that such electric and gas marketers are not public-utility companies under PUHCA 2005, and that their parent 
companies are not holding companies under PUHCA 2005 (provided such parent companies do not own other 
entities that would be considered public-utility companies), so they would not be subject to the provisions of the 
new law. 

Intellectual Property 

Intellectual property assets include our proprietary software and service products, our registered trademarks 
(electricAmerica®, Green Smart®, 1-800-Electric®, electric.com® and Utilihost, Inc.®), our 1-800-Electric tele
phone number and rights to our intemet domain names {electric, com, commerceenergy. com and 
electricAmerica.com). We believe that each of our intellectual property assets offers us strategic advantages in 
our operations. 

Our strategy for protection of our trademarks is to routinely file U.S. federal and foreign trademark 
applications for the various word names and logos used to market our services to licensees and the general 
public. The duration of the U.S. and foreign registered trademarks can typically be maintained indefinitely, 
provided proper fees are paid and trademarks are continually used or licensed by us. 

Employees 

As of July 31, 2006, we employed 176 full-time employees, including 36 in administration, 37 in marketing 
and sales, and 103 in operations. Our employees are not covered by a collective bargaining agreement or presently 
represented by a labor union. We have not experienced any work stoppages and consider our employee relations to 
be good. 

Available Information 

Our Internet Address is www.commerceenergy.cQm. There we make available, free of charge, our annual 
report on Form 10-K, quarterly reports on Form lO-Q, current reports on Form 8-K, and any amendments to those 
reports, as soon as reasonably practicable after we electronically file such material with or furnish it to the SEC. Our 
SEC reports can be accessed through the investor relations section of our web site. The information found on our 
web site is not part of this or any other report we file or furnish to the SEC. 

Item lA. Risk Factors. 

If competitive restructuring of the retail energy market is delayed or does not result in viable competitive 
market rules, our business will be adversely affected. 

The Federal Energy Regulatory Commission, or FERC, has maintained a strong commitment to the dereg
ulation of wholesale electricity markets. The new provisions of EPA 2005 should serve to further enhance the 
reliability of the electric transmission grid which our electric marketing operations depend on for delivery of power 
to our customers. This movement at the federal level has in part helped spur deregulation measures in the states at 
the retail level. Twenty-three states and the District of Columbia have either enacted enabling legislation or issued a 
regulatory order to implement retail access. In 18 of these states, retail access is either currentiy available to some or 
all customers, or will soon be available. However, in many of these markets the market mles adopted have not 
resulted in energy service providers being able to compete successfully with the local utilities and customer 
switching rates have been low. Our business model depends on other favorable markets opening under viable 
competitive mles in a timely manner In any particular market, there are a number of mles that will ultimately 
determine the attractiveness of any market. Markets that we enter may have both favorable and unfavorable rules. H 
the trend towards competitive restmcturing of retail energy markets does not continue or is delayed or reversed, our 
business prospects and financial condition could be materially adversely impaired. 
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Retail energy market restmcturing has been and will continue to be a complicated regulatory process, with 
competing interests advanced not only by relevant state and federal utility regulators, but also by state legislators, 
federal legislators, local utilities, consumer advocacy groups and other market participants. As a result, the extent to 
which there are legitimate competitive opportunities for alternative energy suppliers in a given jurisdiction may 
vary widely and we cannot be assured that regulatory stmctures will offer us competitive opportunities to sell energy 
to consumers on a profitable basis. The regulatory process could be negatively impacted by a number of factors, 
including intermptions of service and significant or rapid price increases. The legislative and regulatory processes 
in some states take prolonged periods of time. In a number of jurisdictions, it may be many years from the date 
legislation is enacted until the retail markets are tmly open for competition. 

Otiier aspects of EPA 2005, such as die repeal of PUHCA 1935 and replacing it witii PUHCA 2005, also may 
impact our business to the extent FERC does not continue the SEC's precedent of not regulating electric and gas 
marketers under PUHCA. A proposed rulemaking implementing PUHCA 2005 is currently pending before FERC. 
If marketers and their parent companies and affiliates are to be regulated under PUHCA 2005, FERC may have 
access to their books and records and has oversight of their affiliate transactions. Various parties participating in 
FERC mlemaking have urged FERC not to regulate marketers and other entities that do not own or operate gas or 
electric facilities. 

In addition, although most retail energy market restmcturing has been conducted at the state and local levels, 
bills have been proposed in Congress in the past that would preempt state law concerning the restmcturing of the 
retail energy markets. Although none of these initiatives has been successful, we cannot assure stockholders that 
federal legislation will not be passed in die future that could materially adversely affect our business. 

We face many uncertainties that may cause substantial operating losses and we cannot assure stockhold* 
ers that we can achieve and maintain profitability. 

We intend to increase our operating expenses to develop and expand our business, including brand devel
opment, marketing and other promotional activities and the continued development of our billing, customer care 
and power procurement infrastmcture. Our ability to operate profitably will depend on, among other things: 

• our ability to attract and to retain a critical mass of customers at a reasonable cost; 

• our ability to continue to develop and maintain internal corporate organization and systems; 

• the continued competitive restmcturing of retail energy markets with viable competitive market mles; 

• our ability to effectively manage our energy procurement and shaping requirements, and to sell our energy at 
a sufficient profit margin; and 

• our ability to obtain and retain necessary credit necessary to support future growth and profitability. 

We may have difficulty obtaining a sufficient number of customers. 

We anticipate that we will incur significant costs as we enter new markets and pursue customers by utilizing a 
variety of marketing methods. In order for us to recover these expenses, we must attract and retain a large number of 
customers to our service. 

We may experience difficulty attracting customers because many customers may be reluctant to switch to a 
new supplier for commodities as critical to their well-being as electricity and natural gas. A major focus of our 
marketing efforts will be to convince customers that we are a reliable provider with sufficient resources to meet our 
commitments. If our marketing strategy is not successful, our business, results of operations and financial condition 
could be materially adversely affected. 
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We depend upon internally developed, and, in the future will rely on vendor-developed, systems and pro
cesses to provide several critical functions for our business, and the loss of these functions could materi
ally adversely impact our business. 

We have developed our own systems and processes to operate our back-office functions, including customer 
enrollment, metering, forecasting, settiement and billing. We are currently in the process of replacing a number of 
our internally developed legacy software systems with vendor-developed systems. Problems that arise with the 
performance of such back-office functions could result in increased expenditures, delays in the launch of our 
commercial operations into new markets, or unfavorable customer experiences that could materially adversely 
affect our business strategy. Any intermption of these services could also be dismptive to our business. As we 
transition from our own systems to new vendor-developed systems, we may incur duplicative expenses for a period 
of time and we may experience installation and integration issues with the new systems or delays in the 
implementation of the new systems. If we experience some or all of these new system implementation risks, 
we may not be able to establish a sufficient operating history for Sarbanes-Oxley 404 attestation requirements, 
which we expect we must meet by no later than fiscal year ending July 31, 2007. 

Substantial fluctuations in electricity and natural gas prices or the cost of transmitting and distributing 
electricity and natural gas could have a material adverse affect on us. 

To provide electricity and natural gas to our customers, we must, from time to time, purchase the energy 
commodity in the short-term or spot wholesale energy markets, which can be highly volatile. In particular, the 
wholesale electricity market can experience large price fluctuations during peak load periods. Furthermore, to the 
extent that we enter into contracts with customers that require us to provide electricity and natural gas at a fixed 
price over an extended period of time, and to the extent that we have not purchased all the commodity to cover those 
commitments, we may incur losses caused by rising wholesale prices. Periods of rising prices may reduce our 
ability to compete with local utilities because their regulated rates may not immediately increase to reflect these 
increased costs. Energy Service Providers like us take on the risk of purchasing power for an uncertain load and if 
the load does not materialize as forecast, it leaves us in a long position that would be resold into the wholesale 
electricity and natural gas market. Sales of this surplus electricity could be and often are at prices below our cost. 
Long positions of natural gas must be stored in inventory and are subject to the lower of cost or market valuations 
that can produce losses. Conversely, if unanticipated load appears that may result in an insufficient supply of 
electricity or natural gas, we would need to purchase the additional supply. These purchases could be and often are 
at prices that are higher than our sales price to our customers. Either situation could create losses for us if we are 
exposed to the price volatility of the wholesale spot markets. Any of these contingencies could substantially 
increase our costs of operation. Such factors could have a material adverse effect on our financial condition. 

We are dependent on local utilities for distribution of electricity and natural gas to our customers over their 
distribution networks. If these local utilities are unable to properly operate tiieir distribution networks, or if the 
operation of their distribution networks is intermpted for periods of time, we could be unable to deliver electricity or 
natural gas to our customers during those intermptions. This would result in lost revenue to us, which could 
adversely impact the results of our operations. 

The terms of our credit facility may restrict our financial and operational flexibility. 

The terms of our asset-based credit facility restrict, among other things, our ability to incur additional 
indebtedness, pay dividends or make certain other restricted payments, consummate certain asset sales, enter into 
certain transactions with affiliates, merge or consolidate with other persons or sell, assign, transfer, lease, converge 
or otherwise dispose of all or substantially aU of our assets. Further, we and our subsidiary. Commerce Energy, are 
required to maintain specified financial ratios and satisfy certain financial condition tests. Our ability and 
Commerce Energy's ability to meet those financial ratios and tests can be affected by events beyond our ability 
and control, respectively, and there can be no assurance that we will meet those tests. Substantially all of our assets 
and our operating subsidiaries' assets are pledged as security under our asset-based credit facility. 
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If the wholesale price of electricity decreases, we may be required to post letters of credit for margin to 
secure our obligations under our long term energy contracts. 

If the market price of wholesale electricity decreases below the price of the electricity we purchase under long-
term contracts, the power supplier may require us to post margin in the form of a letter of credit, or other collateral, 
to protect themselves against our potential default on the contract. If we are required to post such security, it could 
adversely affect our liquidity. 

Some suppliers of electricity have been experiencing deteriorating credit quality. 

We continue to monitor the credit quality of our energy suppliers to attempt to reduce the impact of any 
potential counterparty default. As of July 31, 2006, the majority of our counterparties are rated investment grade or 
above by the major rating agencies. These ratings are subject to change at any time with no advance warning. A 
deterioration in the credit quality of our energy suppliers could have an adverse impact on om sources of electricity 
purchases. 

We are required to rely on utilities with whom we compete to perform some functions for our customers. 

Under the regulatory stmctures adopted in most jurisdictions, we are required to enter into agreements with 
local utilities for use of the local distribution systems, and for the creation and operation of functional interfaces 
necessary for us to serve our customers. Any delay in tiiese negotiations or our inability to enter into reasonable 
agreements with those utilities could delay or negatively impact our ability to serve customers in those jurisdictions. 
This could have a material negative impact on our business, results of operations and financial condition. 

We are dependent on local utilities for maintenance of the infrastmcture through which electricity and natural 
gas is delivered to our customers. We are limited in our ability to control the level of service the utilities provide to 
our customers. Any infrastmcture failure that intermpts or impairs delivery of electricity or natural gas to our 
customers could have a negative effect on the satisfaction of our customers with our service, which could have a 
material adverse effect on our business. Regulations in many markets require that the services of readmg our 
customers' energy meters and the billing and collection process be retained by the local utility. The local utility's 
systems and procedures may limit or slow down our ability to add customers. 

We are required to rely on utilities with whom we compete to provide us accurate and timely data. 

In some states, we are required to rely on the local utility to provide us with our customers' energy usage data 
and to pay us for our customers' usage based on what the local utility collects from our customers. We may be 
limited in our ability or unable to confirm the accuracy of the information provided by the local utility. In addition, 
we are unable to control when we receive customer payments from the local utility. If we do not receive payments 
from the local utility on a timely basis, our working capital may be impaired. In the event we do not receive timely or 
accurate usage data, our ability to generate timely and accurate bills to our customers will be adversely affected 
which, in turn, will impact the ability of our customers to pay bills in a timely manner 

We are subject to federal and state regulations in our electricity and natural gas marketing business and 
the rules and regulations of regional Independent System Operators, or ISOs, in our electricity business. 

The mles under which we operate are imposed upon us by federal and state regulators, the regional ISOs and 
interstate pipelines. The mles are subject to change, challenge and revision, including revision after the fact. 

In Califomia, the FERC [FERC Dockets No, EL02-71-001 and EL 000-95-000] and otiier regulatory and 
judicial bodies continue to examine the behavior of market participants during the Califomia Energy Crisis of 2000 
and 2001, and to recalculate what market clearing prices should have or might have been under alternative scenarios 
of behavior by market participants. In the event the historical costs of niarket operations were to be reallocated 
among market participants, we caimot predict whether the results would be favorable or unfavorable for us nor can 
we predict the amount of such adjustments. The payment or receipt of adjustments, if any, wiU likely be conducted 
between FERC, the Califomia ISO and our contracted scheduling coordinator for the period in question, Automated 
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Power Exchange, or APX. APX served as the direct interface with the now defunct California Power Exchange for 
the sale and purchase of some volumes of power by the Company during 2000 and 2001. 

In Pennsylvania, begmning in December 2004, the ISO established a Seams Elimination Charge Adjustment, 
or SECA, to compensate transmission owners for the change in the Regional Through and Out Rates which 
eliminated some transmission charges and revenues from the ISO system operations. The impact on us, if any, is 
uncertain at this time. Compensatory payments to transmission owners are likely, but the recovery mechanism from 
customers, utilities or other load serving entities, such as us, is uncertain. We cannot predict the amount of these 
adjustments, if any, at tiiis time. 

In some markets, we are required to bear credit risk and billing responsibility for our customers. 

In some markets, we are responsible for the billing and collection functions for our customers. In these 
markets, we may be limited in our ability to terminate service to customers who are delinquent in payment. Even if 
we terminate service to customers who fail to pay their utility bill in a timely marmer, we may remain liable to our 
suppliers of electricity or natural gas for the cost of the electricity or natural gas and to the local utilities for services 
related to the transmission and distribution of electricity or natural gas to those customers. The failure of our 
customers to pay their bills in a timely manner or our failure to maintain adequate billing and collection programs 
could materially adversely affect our business. 

Our revenues and results of operations are subject to fnarket risks that are beyond our control 

We sell electrichy and natural gas that we purchase from third-party power supply companies and natural gas 
suppliers to our retail customers on a contractual or monthly basis. We are not guaranteed any rate of return through 
regulated rates, and our revenues and results of operations are likely to depend, in large part, upon prevailing market 
prices for electricity and natural gas in our regional markets. These maricet prices may fluctuate substantially over 
relatively short periods of time. These factors could have an adverse impact on our revenues and results of 
operations. 

Volatility in market prices for electricity and natural gas results from multiple factors, including: 

• weather conditions, including hydrological conditions such as precipitation, snow pack and stream flow; 

• seasonality; 

• unexpected changes in customer usage; 

• transnussion or transportation constraints or inefficiencies; 

• planned and unplaimed plant or transmission line outages; 

• demand for electricity; 

• natural gas, cmde oil and refined products, and coal supply availability to generators from whom we 
purchase electricity, natural disasters, wars, embargoes and other catastrophic events; and 

• federal, state and foreign energy and environmental regulation and legislation. 

We may experience difficulty in successfully identifying, integrating and managing the risks related to 
businesses or assets that we may acquire and in realizing the anticipated economic benefits related 
thereto. 

We do not have a great deal of experience acquiring companies or large blocks of assets, and the companies and 
assets we have acquured have been small. We have evaluated, and expect to continue to evaluate, a wide array of 
potential strategic transactions. From time to time, we may engage in discussions regarding potential acquisitions. 
Any of these transactions could be material to our financial condition and results of operations. In addition, the 
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process of integrating an acquired company, business or group of assets may create unforeseen operating difficulties 
and expenditures and risk. The areas where we may face risks include: 

• The need to implement or remediate controls, procedures and policies appropriate for a public company at 
comparues that prior to the acquisition lacked these controls, procedures and policies; 

• Diversion of management time and focus from operating our business to acquisition integration challenges; 

• Cultural challenges associated with integrating employees from the acquired company into our organization; 

• Retaining employees working in the businesses or group of assets we acqiure; 

• The need to integrate the accounting, management information, human resource and other administrative 
systems of an acquured business or assets to permit effective management; 

• The possibiUty of increased customer attrition with respect to the asset we acquired; and 

• The need to secure adequate supplies of electricity and natural gas to service the demands of the acquired 
business or assets. 

Also, the anticipated benefit of many of our acquisitions may not materialize. Future acquisitions or 
dispositions could result in potentially dilutive issuances of our equity securities, the incurrence of additional 
debt, contingent liabilities or amortization expenses, or write-offs of goodwill, any of which could harm our 
financial condition. Future acquisitions may require us to obtain additional equity or debt financing, which may not 
be available on favorable terms or at all. 

If we fail to maintain an effective system of internal controls, we may not be able to accurately report 
our financial results or prevent fraud. As a result, current and potential stockholders could lose confi
dence in our financial reporting, which would harm our business and the trading price of our stock. 

We purchase substantially all of our power and natural gas under forward physical delivery contracts, which 
are defined as coimnodity derivative contracts under SFAS No. 133. We also utilize other financial derivatives, 
primarily swaps, options and futures, to hedge our price risks. Accordingly, proper accounting for these contracts is 
very important to our overall ability to report timely and accurate financial results. 

We have devoted significant resources to remediate and improve our intemal controls. Although we believe 
that these efforts have strengthened our intemal controls and addressed the concerns that gave rise to reportable 
conditions and material weaknesses in fiscal 2004 and 2005, we are continuing to work to improve our intemal 
controls, particularly in the area of energy accounting. We cannot be certain that these measures wiU ensure that we 
implement and maintain adequate controls over our financial processes and reporting in the future. Any failure to 
implement required new or improved controls, or difficulties encountered in their implementation, could harm our 
operating results or cause us to fail to meet our reporting obligations. Inferior intemal controls could also cause 
investors to lose confidence in our reported financial mformation, which could have a negative effect on the trading 
price of our stock. 

Investor confidence and share value may be adversely impacted if our independent registered public 
accountants are unable to provide us with the attestation of the adequacy of our internal controls over 
financial reporting, as required by Section 404 of the Sarbanes-Oxley Act of 2002. 

As directed by Section 404 of the Sarbanes-Oxley Act of 2002, the Securities and Exchange Commission 
adopted mles requiring public companies to include a report of management on our intemal controls over financial 
reporting in our Annual Reports on Form 10-K that contains an assessment by management of the effectiveness of 
our intemal controls over financial reporting. In addition, our independent registered public accountants must attest 
to and report on management's assessment of the effectiveness of our intemal controls over financial reporting. This 
requirement may first apply to our Annual Report on Form 10-K for the fiscal year ending July 31, 2007. How 
companies should be implementing these new requirements, including intemal control reforms, if any, to comply 
with Section 404's requirements, and how independent registered public accountants will apply these new 
requirements and test companies' intemal controls, are subject to uncertainty. Although we are diligentiy and 
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vigorously reviewing our internal controls over financial reporting in order to ensure compliance with the new 
Section 404 requirements, if our independent registered public accountants are not satisfied with our intemal 
controls over financial reporting or the level at which these controls are documented, designed, operated or 
reviewed, or if the independent registered public accountants interpret the requirements, mles or regulations 
differcntiy than we do, then they may decline to attest to management's assessment or may issue a report that is 
qualffied. This could result in an adverse reaction in the financial marketplace due to a loss of investor confidence in 
the reliability of our financial statements, which ultimately could negatively impact the market price of our shares. 

Item IB. Unresolved Staff Comments. 

Not Applicable. 

Item IC. Executive Officers of the Registrant. 

Information About Our Executive Officers 

The following table sets forth information regarding our executive officers, including their respective business 
experience during the last five years and age as of October 16, 2006. Executive officers are elected by, and serve at 
the pleasure of, the Board of Directors. There are no arrangements or understandings pursuant to which any of the 
persons listed below was selected as an executive officer 
Name and Position Age Principal Qccupatton and Other Information 

Steven S. Boss 
Chief Executive Officer and Director 

60 

Lawrence Clayton, Jr 53 
Senior Vice President, 
Chief Financial Officer and Secretary 

Mr. Boss was appointed to the Board of Directors in July 2005 
and appointed Chief Executive Officer of Commerce Energy 
Group, Inc. in August 2005. Since August 2005, Mr. Boss also 
has served as a director and President of Commerce Energy, Inc., 
a director and Chief Executive Officer of Skipping Stone Inc. 
Each of Commerce Energy, Inc., Skipping Stone Inc. and 
Utilihost, Inc. are wholly-owned subsidiaries of Commerce 
Energy Group, Inc. From 2003 to August 2005, Mr. Boss was 
an attomey in private practice specializing in the representation 
of energy companies and commercial energy users. From 2000 
to 2003, Mr Boss served as president of Energy Buyers 
Network, LLC, an energy consulting firm that provided 
regulatory representation and stmctured direct access energy 
transactions for commercial energy users. From 1999 to 2000, 
he served as president of both Sierra Pacific Energy Company 
and Nevada Power Services, non-regulated energy services 
operating subsidiaries of Sierra Pacific Resources. Prior to 
that, Mr Boss served in various legal and senior management 
positions in a number of energy companies and practiced law in 
private practice. From 1984 to 1992, Mr. Boss served as 
president and chief executive officer of Sunrise Energy 
Services, Inc., an independent natural gas marketing company 
with shares listed on the American and London Stock 
Exchanges. Mr Boss received a Bachelor of Science in 
Aerospace Engineering from the Utuversity of Texas and a 
Juris Doctor from the University of Southem Califomia. He 
has been a member of the State Bar of Califorrua smce 1974. 

Mr. Clayton was appointed Interim Chief Financial Officer and 
Secretary of Commerce Energy Group, Inc. in August 2005 and 
in December 2005 was appointed Chief Financial Officer and 
Secretary of the Corporation. Since January 2006, Mr. Clayton 
has served as a director and Chief Financial Officer, Treasurer 
and Secretary of Conunerce Energy, Inc. and as director. Chief 
Financial Officer, Treasurer and Secretary of Skipping Stone 
Inc. From March 2004 to August 2005, Mr. Claj^on was a 
principal of The Practice Advisory Group, a private 
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Name and Position Age Principal Occupation and Other Information 

Thomas L. Ulry 
Senior Vice President, 
Sales and Marketing 

R. Nick Cioll 
Vice President, Chief Risk Officer 

management consuhing organization. From 2003 to March 
2004, he served as a private consultant for energy clients. 
From 2000 to 2002 Mr. Clayton served as Chief Fmancial 
Officer of EOTT Energy, a publicly-traded independent 
gatiierer and marketer of cmde oil. From 1994 to 2000, 
Mr Clayton was the Chief Financial Officer of Aquila 
Energy, an energy merchant subsidiary of UtiliCorp United, 
Inc., whose capital stock traded on the New York Stock 
Exchange, Mr Clayton is a graduate of Rice University, 
where he earned both an M.A, in Accounting and a B.A. in 
Managerial Studies and Economics. 

42 Mr Ulry joined the Commerce Energy Group, Inc. in Febmary 
2005 as Senior Vice President, Sales and Operations and 
currentiy serves as Senior Vice President, Sales and 
Marketing. From October 2003 until he joined Commerce 
Energy Group, Mr Ulry served as Global Vice President and 
Chief Operating Officer of ACN Energy, a division of ACN, Inc. 
that was acquired by us in February 2005. From November 2001 
to July 2003, Mr. Ulry served as Senior Vice President for Nicor 
Energy, L.L.C. Mr Uhy served as President and Chief Operating 
Officer of Energy.com Corporation from 1997 through October 
2001. Mr Ulry has also held positions with Access Energy 
Corporation, Unicorp Energy, Inc. and UtiliCorp Energy 
Services/Broad Street Oil & Gas. Mr Ulry holds an 
Associate degree in Information Technology from Columbus 
Para-Professional Institute. 

48 Mr. Cioll was appointed Vice President, Chief Risk Officer of 
Commerce Energy Group, Inc. in October 2006. Mr Cioll has 
served as Vice President, Risk Management for Commerce 
Energy Inc., since July 2004. From April 2002 to 2004, 
Mr. CioU served as Durector of Risk Management at TXU 
Corporation, a company that engages in electricity 
generation, residential and business retail electricity sales, 
and wholesale power and namral gas market activities. From 
November 2001 to 2002, Mr Cioll served as Intemal Business 
Consultant at TXU Corporation. From 1999 to 2001, Mr Cioll 
served as Senior Vice President and Chief Strategy Officer of 
RateXChange Corporation, an e-commerce online exchange for 
communications bandwidth. Mr. Cioll received his Bachelor of 
Science degree in Economics from Louisiana State University, 
and his Masters in Business Administration with a finance 
option from the University of New Orleans. 

Item 2. Properties. 

We sublease approximately 39,000 square feet of office space in Costa Mesa, Califomia, which houses our 
principal executive offices and administrative and operations space. This lease expires in September 2009. We also 
lease approximately 11,000 square feet of office space in Irving, Texas, for our new Texas office, which we 
occupied at the end of October 2006, This replaces the approximately 9,000 square feet we previously leased on a 
month-to-month basis in Farmington Hills, Michigan. Our new Texas lease expires in January 2010. We also lease 
office space in Boston, Massachusetts and Houston, Texas. The Boston office consists of approximately 
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3,200 square feet under a lease that expires in June 2010, and the Houston office consists of approximately 
5,000 square feet under a lease that expires in September 2009. 

We believe that our current facilities are sufficient for the operation of our business, and we believe that 
suitable additional space in various local markets is available to accommodate any needs that may arise. 

Item 3. Legal Proceedings. 

On Febmary 24, 2006, American Communications Network, Inc., or ACN, delivered to us an arbitration 
demand claim, alleging that Commerce was liable for sigiuficant actual, consequential and punitive damages and 
restitution on a variety of causes of action including anticipatory breach of contract, unjust enrichment, tortuous 
interference with prospective economic advantage and prima facie tort with respect to alleged future commissions 
arising after their termination of the Sales Agency Agreement effective Febmary 9,2006. ACN, Commerce and the 
Company entered into the Sales Agency Agreement in connection with the Company's purchase of certain assets of 
ACN and certain of its subsidiaries in Febmary 2005. This claim was delivered via mail to the Company but was not 
filed with die American Arbitration Association, or the AAA. 

On March 23, 2006, Commerce Energy filed a Demand for Arbitration with the AAA in New York of this 
dispute, asserting claims for declaratory relief, material breach of contract and breach of the implied covenant of 
good faith and fair dealing. Our Demand for Arbitration seeks compensatory damages in an amount to be 
determined at the arbitration. On May 4,2006, ACN filed with the AAA in New York its Demand for Arbitration of 
this dispute with the Commerce Energy. In its Demand, ACN alleges claims against Conunerce Energy for breach of 
contract and breach of implied duty of good faitii and fair dealing, seeking damages and restitution in amounts to be 
determined at the hearing. The parties are currentiy in the process of selecting an Arbitration panel to hear this 
dispute. The parties also have agreed to mediate the merits of this dispute in addition to continuing the arbitration 
process. Although the Company cannot predict the ultimate outcome ofthis matter, it intends to pursue these claims 
vigorously in arbitration and currently beUeves that no loss accmal is warranted related to this matter. 

The Company currently is, and Irom time to time may become, involved in litigation concerning claims arising 
out of the Company's operations in the normal course of business. While the Company carmot predict the ultimate 
outcome of its pending matters or how they wiU affect the Company's results of operations or financial position, the 
Company's management currently does not expect any of the legal proceedings to which the Company is currently a 
party to have a material adverse effect on its results of operations or financial position. 

Item 4. Submission of Matters to a Vote of Security Holders. 

No matters were submitted to security holders in the fourth quarter of fiscal 2006. 

PART II 

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 

Market Information 

On July 8,2004, our common stock began trading on the American Stock Exchange under the symbol "EGR." 
The following table sets forth, the high and low sales price per share of common stock for the periods indicated, as 
reported on the American Stock Exchange: 

Fiscal Year Ending July 31,2005 High Low 

First Quarter $2.00 $1.20 

Second Quarter $2.10 $0.75 

Thkd Quarter $3.45 $1,91 

Fourth Quarter $2.21 $1.33 
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Fiscal Year Ending July 31, 2006 High Low 

First Quarter $1.80 $1.32 

Second Quarter $1.68 $1.20 

Third Quarter $1.51 $0.82 

Fourth Quarter $1.62 $1.05 

As of October 16, 2006, the high and low sales price per share on the American Stock Exchange for our 
common stock was $1.39 and $1.33, respectively. 

Holders 

As of October 16, 2006, there were 1,813 holders of record of our Common Stock. 

Dividend Policy 

We have not declared or paid a cash dividend on our common stock, and we do not anticipate paying any cash 
dividend for the foreseeable future. We presently intend to retain earnings to grow our customer base, finance future 
operations, and capital investments. 

Our asset-based credit facility restricts our ability to pay cash dividends on our common stock and restricts our 
principal operating subsidiary, Conunerce Energy's, ability to pay dividends to us without the lenders' consent. See 
"Credit Facility" within Management's Discussion and Analysis of Financial Condition and Results of Operations 
in Part II, Item 7 of this Annual Report on Form 10-K and Note 4 to the Notes to the Consolidated Financial 
Statements. 

Equity Compensation Plan Information 

Information conceming securities authorized for issuance under our equity compensation plans is set forth in 
Park III, Item 12 of this Annual Report on Form 10-K under the caption. "Securities Authorized for Issuance under 
Equity Compensation Plans," and that information is incorporated herein by reference. 

Recent Sales of Unregistered Securities 

On October 8, 2005 and March 16, 2006, we issued 1,000 and 221,000 shares, respectively, of our common 
stock to John Julian, a former employee, and received $50 and $11,050 in cash consideration, pursuant to the 
exercise of a stock option. There were no underwriting discounts or commissions involved in the sale. The exercise 
price of the option was $0.05 per share. The shares of our common stock were issued pursuant to Section 4(2) of the 
Securities Act as a transaction not involving a public offering. 
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Item 6. Selected Financial Data. 

The selected financial data in the following table sets forth (a) balance sheet data as of July 31,2006 and 2005, 
and statement of operations data for tiie fiscal years ended July 31, 2006, 2005 and 2004 derived from our audited 
consolidated financial statements, which were audited by Emst & Young LLP, independent registered public 
accounting firm, for the fiscal years ended July 31, 2005 and 2004, and audited by Hein & Associates LLP, 
independent registered public accounting firm, for the fiscal year ended July 31, 2006, which are included 
elsewhere in this filing, and (b) balance sheet data as of July 31,2004,2003 and 2002, and statements of operations 
data for the fiscal years ended July 31,2003 and 2002, derived from our audited consolidated financial statements, 
which were audited by Emst & Young LLP, independent registered public accounting firm, which are not included 
in this filing. The information below should be read in conjunction with "Management's Discussion and Analysis of 
Financial Condition and Results of Operation" in Part II, Item 7 of this Annual Report on Form 10-K and our 
consolidated financial statements and the related notes thereto set forth below. 

Fiscal Year Ended July 31, 
2006 2005 2004 2003 2002 

(Amounts in thmisands except per share information) 

Consolidated Statement of Operations Data: 

Net revenue $247,080 $253,853 $210,623 $165,526 $117,768 

Direct energy costs 218,289 225,671 191,180 128,179 87,340 

Gross profit 28,791 28,182 19,443 37,347 30,428 

Operating expenses 32,170 35,585 33,313 22,732 20,247 

Income (loss) from operations (3,379) (7,403) (13,870) 14,615 10,181 

Initial formation litigation expenses — (1,601) (1,562) (4,415) (1,671) 
Recovery of (provision for) impairment on 

investments — 2,000 (7,135) — — 

Loss on termination of Summit — — (1,904) — — 

Loss on equity investments — — — (567) (160) 

Minority interest share of loss — — 1,185 187 — 

Interest mcome, net 1,140 890 549 715 939 

Income (loss) before provision for (benefit 
from) income taxes (2,239) (6,114) (22,737) 10,535 9,289 

Provision for (benefit from) income taxes — ^ (1,017) 5,113 4,125 

Net income (loss) $ (2,239) $ (6,114) $(21,720) $ 5,422 $ 5,164 

Earnings (loss) per common share 

Basic $ (0.07) $ (0.20) $_ (0.77) $ 0.19 $ 0.19 

Diluted $ (0.07) $ (0.20) $ (0.77) $ 0.18 $ 0.16 

Weighted-average shares outstanding: 
Basic 30,419 30,946 28,338 27,424 27,482 

Diluted 30,419 30,946 28,338 30,236 31,536 

2006 

Consolidated Balance Sheet Data: 

Working capital $32,253 

Total assets $99,076 
Stockholders' equity $66,333 

As of July 31, 

2005 2004 2003 

(Amounts in thousands) 
2002 

$ 36,719 

$102,632 

$ 70,061 

$ 58,105 

$110,823 

$ 74,106 

$ 56,411 

$125,870 

S 93,017 

$ 58,841 

$101,229 

S 87,952 
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operation. 

We are an independent marketer of electricity and natural gas to end-user customers. As of July 31, 2006, we 
provided retail electricity and natural gas to residential, commercial, industrial and institutional customers in nine 
states. Our principal operating subsidiary. Commerce Energy, Inc., is licensed by the Federal Energy Regulatory 
Commission, or FERC, and by state regulatory agencies as an unregulated retail marketer of natural gas and 
electricity. 

We were founded in 1997 as a retail electricity marketer in Califomia. As of July 31, 2006, we delivered 
electricity to approximately 80,000 customers in Califomia, Pennsylvania, Michigan, Maryland, New Jersey and 
Texas; and natural gas to approximately 57,000 customers in Califomia, Georgia, Maryland, New York, Ohio and 
Pennsylvania. As a result of an acquisition of certain commercial and industrial natural gas customer contracts of 
Houston Energy Services Co., or HESCO, subsequent to July 31, 2006, we currently serve retail electricity and 
natural gas customers in twelve states. 

The electricity and natural gas we sell to our customers is purchased from third-party suppliers under both 
short-term and long-term contracts. We do not own electricity generation facilities, natural gas producing properties 
or pipelmes. The electricity and natural gas we sell is generally metered and delivered to our customers by the local 
utilities. The local utilities also provide billing and collection services for many of our customers on our behalf. 
Additionally, to facilitate load shaping and demand balancing for our customers, we buy and sell surplus electricity 
and natm"al gas from and to other market participants when necessary. We utilize third-party facilities for the storage 
of our natural gas. 

The growth of our retail business depends upon a number of factors, including the degree of deregulation in 
each state, our ability to acquire new customers and retain existing customers and our ability to acquire energy for 
our customers at competitive prices and on favorable credit terms. 

ACN Energy Transaction 

On Febmary 9, 2005, we acquired certain assets of ACN Utility Services, Inc., or ACNU, a subsidiary of 
American Communications Network, Inc., or ACN, and its retail electricity retail electricity business in Texas and 
Pennsylvania and its retail natural gas business in Califomia, Georgia, Maryland, New York, Ohio and Pennsyl
vania. The aggregate purchase price was $14.5 million in cash and 930,233 shares of our common stock, valued at 
$2.0 million. The common stock payment was contingent upon meeting certain sales requirements during the year 
following the acquisition date. These sales requirements were not met and the shares were cancelled in April 2006. 
As a result, both goodwill and common stock were reduced by $2.0 million. We refer to this acquisition as the ACN 
Energy Transaction and the assets acquired as the ACN Energy Assets. 

ACN Energy Assets included approximately 80,000 residential and small commercial customers, natural gas 
inventory associated with utility and pipeline storage and traasportation agreements and natural gas and electricity 
supply, scheduling and capacity contracts, software and other infrastmcture. No cash or accounts receivables were 
acquired in the transaction and none of ACNU's legal liabilities were assumed. The ACN Energy Assets purchased 
and the operating results generated from the ACN Energy Transaction have been included in our operations as of 
February 1, 2005, the effective date of the acquisition. Additionally, we hired certain employees of ACNU and 
entered into a Sales Agency Agreement with ACN which allowed us to utilize ACN's network of independent sales 
representatives for the retail sale of energy. The Sales Agency Agreement was terminated by ACN effective 
February 9, 2006. 

With the termination of tiie Sales Agency Agreement, ACN's network of sales representatives no longer 
offei"ed our electricity and natural gas products after Febmary 2006. Termination of tiie Sales Agency Agreement 
has not materially affected our relationships with existing customers acquured in the ACN Energy Transaction or 
subsequently acquired through ACN's network of sales representatives under the Sales Agency Agreement, but 
there is no assurance that we can continue to maintain the relationship with these customers. 
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HESCO Customer Acquisition 

On September 20, 2006, we entered into an Asset Purchase Agreement with HESCO to acquire certain assets 
consisting of contracts with end-use customers in Califomia, Florida, Nevada, Kentucky and Texas consuming 
approximately 12 billion cubic feet of natural gas annually. The effective date of the acquisition was September 1, 
2006. 

We acquired the HESCO assets for approximately $4.1 million in cash. In order to facilitate our integration of 
the assets into our operations, we entered into a Transition Services Agreement with HESCO whereby it will 
provide to us certain services, primarily counterparty credit and natural gas scheduling for a period ranging fiom 90 
to 120 days after closing. To secure these services and to guaranty certain of our obligations under the Transition 
Services Agreement, we posted a $1.5 nullion letter of credit in favor of HESCO. 

Market and Regulatory 

As of July 31, 2006, we served electricity and gas customers in nine states, operating within the jurisdictional 
territory of twenty different local utilities. Among other things, tariff filings by local distribution companies, or 
LDCs, for changes in their allowed billing rate to their customers in the markets in which we operate, significantiy 
impact the viability of our sales and marketing plans and our overall operating and financial results. Although 
regulatory requhements are determined at the individual state, and administered and moiutored by the Public Utility 
Commission, or PUC, of each state, operating mles and rate filings for each utility are unique. Accordingly, we 
generally treat each utility distribution territory as a distinct market. 

Electricity 

As of July 31, 2006, we marketed electricity in twelve LDC markets within the six states of Califomia, 
Pennsylvania, Michigan, Maryland, New Jersey and Texas, 

On April 1,1998, we began supplying customers in Califomia with electricity as an Electric Service Provider, 
or ESP. On September 20, 2001, the Califomia Public Utility Commission, or CPUC, issued a mling suspending the 
right of Direct Access, which allowed electricity customers to buy their power from a supplier other than the electric 
utilities. This suspension, although permitting us to keep current direct access customers and to solicit direct access 
customers served by other ESPs, prohibits us from soliciting new non- direct access customers for an indefinite 
period of time. 

Currentiy, several important issues are under review by the CPUC, including a Resource Adequacy Require
ment and a Renewable Portfolio Standard. Additional costs to serve customers in Califomia are anticipated from 
these proceedings, however, the CPUC decisions will determine the distribution of costs across all load serving 
entities. We cannot currently estimate the impact that these issues and anticipated additional costs may have on our 
future financial results. 

There are no current rate cases or filings in the states of Pennsylvania, Michigan, Maryland, New Jersey or 
Texas that are anticipated to impact our financial results. 

Natural Gas 

As of July 31,2006, we marketed natural gas in eight LDC markets within the six states of Califomia, Georgia, 
Maryland, New York, Ohio and Pennsylvania. Due to significant increases in the price of natural gas, a number of 
LDCs have filed or communicated expectations of filmg for approval of rate increases to their customers. Although 
the impact of these filings cannot currentiy be estimated, they are not anticipated to adversely impact our financial 
results. 

We provide natural gas service to residential and small commercial customers in the Domirtion East Ohio, or 
DEO, and the Columbia Gas of Ohio service areas. In December 2004, DEO notified the Public Utilities 
Commission of Ohio, or PUCO, of its desire to exit the commodity market. Its stated goal is to become a 
distribution-only company by the end of December 2006. Nearly 60% of DEO's customers currentiy participate in 
Customer Choice whereby they are already receiving the commodity portion of the service from a provider other 
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tiian DEO. In April 2005, DEO filed with the PUCO to embark upon its plan. The ultimate outcome ofthis filing is 
unknown; however, it is not anticipated to adversely impact our financial results. 

We provide natural gas service to residential and small commercial consumers in the Philadelphia Electric 
Company service area in Pennsylvania. In May 2004, the Pennsylvania Public Utility Commission, or PUC, 
undertook an evaluation of the competitiveness of natural gas supply services in the state. If the PUC determines the 
market is not sufficiently competitive, further actions will be considered. The potential impact ofthis evaluation to 
our operations is unknown at this time. 

Results of Operations 

The following table summarizes the results of our operations for fiscal 2006, 2005 and 2004 (dollars in 
thousands): 

Fiscal Year Ended July 31, 

Retail electricity sales 

Natural gas sales 

Excess energy sales 

Otiier 

Net revenue 

Direct energy costs 

Gross profit 

SeUing and marketing expenses 

General and administrative expenses. . . 

Reorganization and initial public listing 
expenses 

Loss from operations 

2006 
Dollars % Revenue 

$176,290 

61,701 

7,627 

1,462 

247,080 
218,289 

28,791 

5,231 

26,939 

$ (3,379) 

71% 

25% 

3% 

1% 

100% 

89% 

11% 

2% 

11% 

(2)% 

200* 
Dollars * 

$186,389 

25,476 

40,061 

1,927 

253,853 

225,671 

28,182 

4,081 
31,504 

$ (7,403) 

• 

% Revenue 

73% 

10% 

16% 

1% 

100% 

89% 

11% 

1% 

13% 

(3)% 

2004 
DoUars % Revenue 

$203,979 

— 
5,595 

1,049 

210,623 

191,180 

19,443 

4,063 

25,857 

3,393 

$(13,870) 

97% 

— 
3% 

— 

100% 

91% 

9% 

2% 

12% 

2% 

(7)% 

Fiscal Year Ended July 31, 2006 Compared to Fiscal Year Ended July 31, 2005 

Operating results for the year ended July 31, 2006 reflect a loss from operations of $3.4 nullion compared to a 
loss of $7.4 million for the year ended July 31, 2005. The principal reasons for the decrease in the loss from 
operations was a $0.6 million increase in gross profit and a $3.5 milhon decrease in total operating expenses, 
comprised of selling, marketing, and general and administrative expenses. Our net loss for fiscal 2006 was 
$2.2 million, compared to a net loss of $6.1 million in fiscal 2005, reflecting the reduction in the loss from 
operations. 

Gross profit for fiscal 2006 was $28.8 milUon, a 2% increase compared to gross profit of $28.2 million in fiscal 
2005. Gross profit for fiscal 2005 included a gain of $7.2 million from the sale of electricity supply contracts in 
Pennsylvania. Gross profit from electricity sales for fiscal 2006 were down slightiy from fiscal 2005, as the impact 
of higher gross margins on lower electricity sales volumes in our Permsylvania and Michigan markets were less than 
the prior year gain. The lower gross profit from electricity was offset by a $ 1.3 million increase in gross profit from 
natural gas operations, reflecting a full year of operations in 2006 as compared to six months m 2005, This increase 
was offset by lower gross profit on sales in our electricity markets due primarily to customer attrition and related 
lower sales volume in our Pennsylvarua and Michigan markets. 
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Net revenue 

The following table summarizes net revenues for fiscal 2006 and 2005 (dollars in thousands): 

Fiscal Year Ended July 31̂  
2006 2005 

% Revenue 

27% 

26% 

8% 

10% 

71% 

9% 

10% 
4% 

2% 

25% 

3% 
1% 

100% 

Dollars 

$ 64,186 

76,063 

36,754 

9,386 

186,389 

7,902 

10,782 

4,314 

2,478 

25,476 

40,061 

1,927 

$253,853 

% Revenue 

25% 

30% 

15% 

3% 

73% 

3% 

4% 

2% 

1% 

10% 

16% 

1% 

100% 

Dollars 

Retail Electricity Sales: 

Califomia $ 67,114 

Pennsylvania/New Jersey 63,220 

Michigan 21,070 

All Other States, principally Texas 24,886 

Total Retail Electricity Sales 176,290 

Natural Gas Sales: 

Califomia 22,375 

Ohio 24,855 

Georgia 8,853 

All Otiier States 5,618 

Total Natural Gas Sales 61,701 

Excess Energy Sales 7,627 
Otiier 1,462 

Net Revenue $247,080 

Net revenues for fiscal 2006 were $247.1 million, a 3% or $6.8 million decrease from fiscal 2005. The decrease 
in net revenue was primarily attributable to: 

(1) a $32.4 million decrease in excess energy sales reflecting the impact of shorter-term forward supply 
commitments resulting from significant increases in the volatility and price of wholesale electricity and the 
conversion of many retail customers to month-to-month variable priced sales contracts. Additionally, excess 
energy sales during fiscal 2005 included $9.3 million realized on the January 2005 sale of Pennsylvania 
electricity supply contracts back to the original supplier; 

(2) a $10.1 million decrease in retail electricity sales due to the impact of customer attrition and related 
lower sales volumes in the in Pennsylvania/New Jersey and Michigan markets, partly offset by increased sales 
volumes in Texas in fiscal 2006 due to a full year of operations and customer growth; and 

(3) a $36.2 million increase in natural gas sales due to a full year of operations as compared to six months 
of operations in fiscal 2005. 

Retail electricity sales for fiscal 2006 were $176.3 million, a 5% decrease from fiscal 2005 reflecting a 33% 
decline in electric sales volumes partly offset by higher retail sales prices. In fiscal 2006, we sold 1,767 million 
kWh, at an average retail price per kWh of $0,099, as compared to 2,631 million kWh sold at an average retail price 
per kWh of $0,071 in fiscal 2005. Califomia sales volumes decreased to 759 million kWh (average sales price per 
kWh of $0,088) in fiscal 2006 as compared to 819 million kWh (average price per kWh of $0,078) in fiscal 2005 due 
principally to normal customer attrition. Pennsylvania and New Jersey's combined sales volumes in fiscal 2006 
decreased 50% to 565 million kWh (average price per kWh of $0.112) as compared to 1,137 million kWh (average 
price of $0,067) in fiscal 2005. Sales volumes in Michigan in fiscal 2006 decreased 58% to 253 million kWh 
(average price per kWh of $0,083) as compared to 603 million kWh (average price per kWh of $0,061) in fiscal 
2005. Sales volumes declines in both our Pennsylvania/New Jersey and Michigan markets reflect impact of high 
customer attrition resulting from unfavorable competitive and regulatory changes leading to the retum of customers 
to the incumbent utility. Texas sales volumes in fiscal 2006 increased to 190 million kWh (average sales price per 
kWh of $0.131) as compared to 72 million kWh in fiscal 2005 (average price per kWh of $0.130) reflecting tiie fuU 

27 



year impact of the customers acquired in Febmary 2005 and the impact of sales, marketing and customer acquisition 
initiatives in this market during the second half of fiscal 2006. 

Natural gas sales for fiscal 2006 were $61,7 million, an increase of $36.2 million, or 142%, compared to 2005, 
reflecting a full year of these operations compared to only six months during fiscal 2005. During fiscal 2006, we 
sold approximately 5.1 million dekatherms, or DTH, at an average price of $12.00 per DTH as compared to 
2.5 million dekatherms at an average price of $10.26 per DTH in fiscal 2005. 

We had approximately 80,000 retail electricity customers at both July 31,2006, and 2005 and approximately 
57,000 and 60,000 natural gas customers at July 31, 2006 and July 31, 2005, respectively. 

Direct energy costs 

Direct energy costs, which are recognized concurrentiy with related energy sales, include the commodity cost 
of natural gas and electricity, electricity transmission costs from the ISOs, transportation costs from LDCs and 
pipelines, other fees and costs incurred from various energy-related service providers and energy-related taxes that 
cannot be passed directly through to the customer. 

Direct energy costs for fiscal 2006 totaled $218.3 million, a decrease of $7.4 million or 3% from fiscal 2005, 
and was comprised of $162.5 million for electricity and $55.8 million for natural gas. Electricity cost decreased 
21% from fiscal 2005 due primarily to a 33% decline in retail sales volumes and lower excess energy purchased. 
The average cost of electricity increased to $0,087 per kWh for fiscal 2006 as compared to $0,065 per kWh for fiscal 
2(X)5. The decrease in the total cost of electricity during fiscal 2(X)6 was largely offset by a 170% increase in the cost 
of natural gas, reflecting a 107% increase in retail sales volumes due to a full year of operations in fiscal 2006 as 
compared to six months of operations in fiscal 2005 and an increase in the cost of natural gas supplies for fiscal 2006 
to $10.85 per DTH compared to $8.42 per DTH for fiscal 2005, 

Operating expenses 

Selling and marketing expenses were $5,2 million for fiscal 2006, an increase of $ 1.1 million from $4.1 million 
for fiscal 2005, reflecting the impact of higher advertising, marketing, customer acquisition and telemarketing 
expenses. These higher costs due to increased customer acquisition initiatives were partly offset by lower payroll 
costs. 

General and administrative expenses were $26.9 nullion for fiscal 2006, a decrease of $4.6 million, fii^m 
$31,5 million for fiscal 2005. A decrease of $4.5 million in severance costs related to former executive officers and 
lower legal and bad debt expenses were partly offset by increased expenses related to a full year of operations of the 
ACN Energy Assets in fiscal 2006 as compared to six months of operations in fiscal 2005. 

Other expenses 

In July 2005, we sold our entire stock holdings in Turbocor for $2.0 miltion in cash resulting in recovery of 
previous provision for impairment as we then had no basis in Turbocor There were no such transactions in fiscal 
2006. Additionally, in fiscal 2005, we incurred $1,6 million of initial formation litigation costs related to 
Commonwealth Energy Corporation's (our predecessor Company) formation. Initial formation litigation expenses 
include legal and litigation costs associated with the initial capital raising. There were no such expenses in fiscal 
2006. 

Interest income, net 

Our interest income, net was $1.1 million for fiscal 2006, an increase of $0.2 nullion from $0.9 million m fiscal 
2005. The increase in interest income was primarily due to higher market yields realized on investments offset in 
part by lower investable balances. 
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Benefit from Income Taxes 

We reflected no benefit for income taxes for fiscal 2006 as a valuation allowance equal to the net deferred tax 
assets has been provided due to the uncertainty of future realization of the remaining net deferred tax asset at both 
July 31, 2006 and 2005. 

Year Ended July 31, 2005 Compared to Year Ended July 31, 2004 

Operating results for the year ended July 31, 2005 reflect a loss from operations of $7.4 million compared to a 
loss of $13.9 million for the year ended July 31, 2004. The principal reasons for the decrease in the loss from 
operations were a $8.7 milhon increase in gross profit and a $3.4 million reduction in reorganization and initial 
public listing expenses, partly offset by a $6.0 million increase in general and administrative expenses. Higher 
general and administrative expenses were due primarily to added overhead resulting from the addition of natural gas 
and electric customers in sbc new markets as a result of the ACN Energy Transaction and higher severance cost 
related to former executive officers. 

Gross profit for fiscal 2005 increased to $28.2 million, a 45% increase compared to gross profit of $19.4 million 
in fiscal 2004. Higher gross profit reflects $7.3 nullion from the six months of contribution fti^m the ACN Energy 
Assets and a second quarter gain of $7.2 million from repositioning of the customer portfolio and the sale of 
electricity supply contracts in Pennsylvania. These gains were partly reduced by lower gross profit on sales in our 
traditional electricity markets in Califomia, Michigan and Pennsylvania. 

Our net loss for fiscal 2005 was $6.1 million, compared to a net loss of $21.7 million in fiscal 2004. In addition 
to the above reasons, in fiscal 2005 we recorded a gain of $2.0 million on the sale of our Turbocor investment 
compared to losses in 2004 of $7.1 million for impairment of investments previously held by Summit and 
$1.9 million for termination of our equity ownership in Summit. 

Net revenue 

The following table summarizes net revenues for fiscal 2005 and 2004 (dollars in thousands): 

Fiscal Year Ended July 31, 
2005 2004 

Dollars 

Retail Electricity Sales: 

Califomia $ 64,186 

Pennsylvania/New Jersey 76,063 

Michigan 36,754 

All Other States, principally Texas 9,386 

Total Retail Electricity Sales 186,389 

Natural Gas Sales: 

Califomia 7,902 

Ohio 10,782 

Georgia 4,314 

All Other States 2,478 

Total Natural Gas Sales 25,476 

Excess Electricity Sales 40,061 

Otiier 1,927 

Net Revenue $253,853 

Net revenues for fiscal 2005 were $253.9 nullion, a 21% increase compared to net revenues of $210.6 million 
in fiscal 2004. The increase in net revenue was primarily attributable to the addition of the ACN Energy Assets and 
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% Revenue 

25% 

30% 

15% 

3% 

73% 

3% 
4% 

2% 

1% 

10% 

16% 

1% 

100% 

Dollars 

$ 78,735 

83,941 

41,303 
— 

203,979 

— 

— 
— 

— 

5,595 

1,049 

$210,623 

% Revenue 

37% 

40% 

20% 
— 

97% 

— 

— 
— 

— 

— 

3% 

— 

100% 



higher wholesale market prices for electricity. These net revenue increases were partly offset by the impact of lower 
sales volumes in our traditional electricity markets in Califomia, Pennsylvania and Michigan. 

Retail electricity sales for fiscal 2005 were $186.4 million, a 9% decrease from fiscal 2004. In fiscal 2005, we 
sold 2,631 million kWh, at an average retail price per kWh of $0,071, as compared to 2,977 million kWh sold at an 
average retail price per kWh of $0,068 in fiscal 2004, Califomia sales were 819 million kWh at an average price per 
kWh of $0,078 in fiscal 2005, as compared to 993 million kWh sold at an average price per kWh of $0,077 in fiscal 
2004. Pennsylvania and New Jersey sales were 1,137 million kWh at an average price per kWh of $0,067 in fiscal 
2005, as compared to 1,275 million kWh at an average price of $0,066 in fiscal 2004. Sales in Michigan decreased to 
603 million kWh at an average price per kWh of $0,061 in fiscal 2005, as compared to 709 million kWh at an 
average price per kWh of $0,058 in fiscal 2004. Sales volumes in Pennsylvania declined reflecting tiie retum, 
begimiing in April 2005, of certain residential and small commercial customers to the incumbent utility based upon 
competitive factors. Similarly, lower sales volumes in Michigan reflects the impact of regulatory changes causing 
nearly all of Michigan's large industrial customers to retum to the incumbent utility during the year. Sales in Texas, 
resulting from the acquisition of the ACN Energy Assets, were $9.4 milUon in fiscal 2005. 

We acquired our namral gas business in six markets in Febmary 2005. In fiscal 2005, natural gas sales were 
$25.5 million. We sold approximately 2.5 million dekatherms, or DTH, in fiscal 2005 at an average price of 
$10.26 per DTH. 

Excess energy sales increased to $40.1 million in fiscal 2005 compared to $5.6 million in fiscal 2004 reflecting 
higher demand and supply balancing activities in our Califomia and Pennsylvania markets resulting primarily from 
increased volatility in the market price of electricity. Additionally, excess energy sales include $9.3 million realized 
on the sale of Pennsylvania electricity supply contracts back to the original supplier 

We had approximately 80,000 retail electricity customers at July 31, 2005 compared to 102,600 at July 31, 
2004. This 22% reduction in our retail electricity customers largely reflects the competitive imbalance that occurs 
when we increase our sales price to our customers because of higher wholesale electricity supply and transmission 
costs to us, while at the same time tiie incumbent utilities faced with the same higher costs have not made 
corresponding price increases due to a lack of market responsive ratemaking and a lagging regulatory approval 
process. The majority of the decline in our retail electricity customers occurred in our Pennsylvania market. 
Beginning in April 2005, we returned approximately 21,000 residential and small commercial customers to the 
incumbent utility in the Pennsylvarua market because we could no longer offer competitive service. In addition, the 
decline in our customer base is partly attributed to our focus to increase our commercial and Industrial base. We had 
approximately 60,000 natural gas customers at July 31, 2005. 

Direct energy costs 

Direct energy costs, which are recognized concurrently with related energy sales, include the commodity cost 
of natural gas and electricity, electricity transmission costs from the ISOs, transportation costs from LDCs and 
pipelines, other fees and costs incurred from various energy-related service providers and energy-related taxes that 
cannot be passed directly through to the customer 

Direct energy costs for fiscal 2005 totaled $204.8 million and $20.9 million for electricity and natural gas, 
respectively. Electricity cost increased 8% from fiscal 2004 due primarily to the addition of $11.1 million of supply 
cost for the electric customers acquired in the ACN Energy Transaction. Higher direct energy costs for electricity 
due to increases in average cost to $0,065 per kWh for fiscal 2005, as compared to $0,062 per kWh for fiscal 2004, 
were offset by lower kWh purchases in fiscal 2005 compared to fiscal 2004. Direct energy costs for natural gas for 
fiscal 2005 averaged $8.42 per DTH. 

Operating expenses 

Selling and marketing expenses were $4.1 million for fiscal 2005, the same as for fiscal 2004. Lower selling 
and marketing expenses for fiscal 2005 resulting from reductions in the cost of our internal customer acquisition 
efforts were offset by the additional sales and marketing costs related to the ACN Energy Transaction. 
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