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Disclaimer
The information contained in this presentation material is intended 
to provide generally descriptive and summary information.  Any 
conflict between the information contained in this material, or 
conveyed orally during the bidder information session, and the 
information provided as part of the Companies’ application in Case 
No. 08-936-EL-SSO is unintentional and the docketed material 
controls.  Certain information contained herein may be subject to 
change as the CBP process continues.
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Overview - Procurement Process

CBP will use a simultaneous, multiple-round, descending-
clock format

Full-requirements product
– Suppliers bid to provide energy, capacity, transmission service,

transmission ancillaries

Slice of System Approach
– Supply procured on a total load basis
– Payments to suppliers based on winning bids, multiplied by appropriate 

seasonal factors 
– Seasonal factors used to reduce supplier pricing risk
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Overview – Procurement Process (cont.)

115 tranches in initial procurement
– 3 products: 17, 29, and 41 month products
– Nominal 100 MW tranches

Eventually a 3-year laddered procurement, with two procurements 
per year, each for 1/6 of the load. 
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Schedule of Procurements 
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Timetable for Initial Procurement 
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Overview – Bidder Qualification Process

Potential bidders in the CBP are to be qualified under a 
two-part application process that includes:

– Financial qualifications

– Posting of pre-bid security

– Identification of relevant associations with other parties

– Submission of indicative bids
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Overview –Bidding Process (cont.)

Descending clock format – bidders decide how many 
tranches they are willing to supply at a specified price

– Initial price is set at a relatively high level, so that auction is 
oversupplied

– Prices tick down as long as there is oversupply of tranches

– The procurement winners are chosen on the basis of price only

– Least-cost bidder(s) are those that still hold tranches when bidding 
ends
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Overview – Bidding Process (cont.)

Least-cost bidder(s) are winning bidders unless PUCO 
determines that procurement does not satisfy one or more of 
R.C. 4928.142(C) criteria

i) each portion of the bidding process was oversubscribed,

ii) there were four or more bidders, and

iii) at least 25% of the load is bid upon by someone other than the electric 
distribution utility.
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Overview – Bidding Process (cont.)

For the initial solicitation (scheduled for December 29, 
2008), winning bidders in the auction will immediately 
execute the Master SSO Supply Agreement following the 
close of the solicitation

– Once the specific pricing information and load obligations have 
been inserted. 

For subsequent solicitations, winning bidders will be 
required to execute the Master SSO Supply Agreement 
within three business days of the close of a solicitation.
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Products to Be Procured

Each product in the first procurement covers one-third of 
the eligible Standard Service Offer (SSO) load over three 
different time durations

January 1, 2009 to May 31, 201241-month

January 1, 2009 to May 31, 201129-month

January 1, 2009 to May 31, 201017-month



November 6, 2008Ohio CBP Bidder Session 15

Products to Be Procured (cont.)

Illustrative Number of Tranches for the Initial Solicitation

1000.87381/1/09-
5/31/1241-month

1000.87391/1/09-
5/31/1129-month11,500December 2008

1000.87381/1/09-
5/31/1017-month

MW-
Measure 

Size 
(%) 

Number of 
Tranches 

Supply 
PeriodProductPeak Load 

Share (MW)Solicitation
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Products to Be Procured (cont.)

Each product is a “requirements-based” product
– It is for full-requirements service (includes capacity, congestion 

costs, transmission losses, NITS, ancillaries, etc.)

The product is sold in tranches
– A tranche is a fixed percentage of the SSO load, nominally set to a 

peak load of 100 MW
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Procurement Process (cont.)

Required Renewable Energy Resources
– Requirement for renewable energy resources will be satisfied 

outside of this procurement

CEI ‘special contract’ load supplied through auction
– Winning bidders paid clearing price
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Pre-Bidding Process

Pre-bidding information includes:

– Tranche targets
– 38 at 17 month;
– 39 at 29 month;
– 38 at 41 month;

– Minimum and maximum staring prices
– $120 per MWh minimum
– $150 per MWh maximum
– Used for indicative bids
– Subject to change between now and November 28th if market conditions 

change

– Historical load information
– Check website at http://www.firstenergy-auction.com/Auction_.html
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Pre-bidding Process (cont.)

Announcement of Round 1 prices
– No less than 3 days before auction
– After indicative bids are submitted
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Bidder Qualification

Bidder qualification is done in two parts:

– Part 1 Application
– General qualifications
– Payment of bid participation fee

– Part 2 Application
– Financial and other qualifications to become a bidder
– Includes submission of indicative bids
– Provision of pre-bid security
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Bidder Qualification – Part 1 Application

Prospective bidders must:

– Agree to all CBP rules

– Agree that, if CBP winner, the bidder will:
– Sign SSO Master Agreement
– Join MISO Planning Reserve Sharing Group
– Affirm status (current or planned) as MISO Market Participant

– Pay bid participation fee ($1,000)
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Bidder Qualification – Part 2 Application

To qualify, bidders must:

– Make certifications regarding associations and handling of 
confidential information

– Provide an indicative offer and preliminary interest in each product

– Provide Pre-Bid Security of $500,000 per tranche, plus potential 
additional security based on creditworthiness
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The Bidding Process

Bidding Format: Simultaneous Descending Clock

Multi-product design
– Tranches for all products are procured at once
– Bidders can switch freely among the products
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The Bidding Process (cont.)

Bidding proceeds in rounds

– Bidders state how many tranches they want to supply at prices 
announced by the CBP Manager

– Prices for a product “tick down” if there is excess supply for that 
product

– As prices tick down, bidders can withdraw bids or switch their bids 
among products (unless the withdrawal or switch leads to 
undersupply of a particular product)
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The Bidding Process (cont.)

Bids are placed over the Internet
– Secure Internet connection
– Back-up computers and Internet connections
– Telephone/Fax back-up

Bidders can place bids from location of their choice
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The Bidding Process (cont.)

Auction rules include several safety features:
– Pauses can be called by bidders or CBP Manager
– Automatic pauses and default bids when no bid is placed
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The Bidding Process (cont.)

Each Bidding Round has three phases:

– Bidding phase
– Bidders place bids

– Calculating phase
– CBP Manager calculates results of bidding in round

– Reporting phase
– Bidders informed of the results of their bids in that round, the range of 

excess supply, and next round prices
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The Bidding Process (cont.)

A bid consists of the number of tranches desired at the 
current price

Illustrative Bid

2$105.0041-month

6$100.0029-month

8$95.0017-month

# of Tranches bidPrice ($/MWh)Product
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The Bidding Process (cont.)

In addition to again bidding the same number of tranches 
on each product, a bidder can (subject to there being 
excess supply for the products bid on):

– Withdraw tranches
– These tranches will not be able to be bid again
– Bidders can decrease the number of tranches they bid in total, but 

they cannot increase the number

– Switch tranches
– Move some tranches bid from one product to another
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The Bidding Process (cont.)
If the total number of tranches bid exceeds the target for a 
product, the product’s price will tick down by a price decrement 
determined by the CBP Manager 

23840$103.0041-month

163955$100.0029-month

423880$90.0017-month
Round 

2

223860$105.0041-month

363975$100.0029-month

8238120$95.0017-month
Round 

1

Excess 
supply

Tranche 
target

Total number of 
tranches bid

Price 
($/MWh)Product
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The Bidding Process (cont.)

Auction ends when total excess supply is zero

Bidding Process ENDS

03838$95.0041-month

03939$89.0029-month

03838$85.0017-month
Round 

n

03838$95.0041-month

03939$89.0029-month

13839$86.0017-month
Round 

n-1

Excess 
supply

Tranche 
target

Total number of 
tranches bid

Price 
($/MWh)Product
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Bid Withdrawals
If a product’s price ticks down since the previous round, a bidder may 
reduce the number of tranches bid on that product.
A bidder who withdraws tranches from a product must specify an exit 
price, which is a best and last offer on tranches that are being withdrawn.

3$103.0041-month

6$100.0029-month

$92.007$90.0017-month
Round 

2

3$105.0041-month

6$100.0029-month

8$95.0017-month
Round 

1

Exit PriceNumber of 
tranches bid

Price 
($/MWh)Product
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Bid Switches
A switch is when a bidder simultaneously decreases the number 
of tranches bid for one or more products, and increases the 
number of tranches for one or more other products while leaving 
the total number of tranches bid unchanged.

22$103.0041-month

8$100.0029-month

17$90.0017-month
Round 

2

3$105.0041-month

6$100.0029-month

8$95.0017-month
Round 

1

Switching 
Priority

Number of 
tranches bid

Price 
($/MWh)Product
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Why Use a Multi-Round, Descending-Clock 
Format?

Descending-clock format allows bidders to switch among 
products in an efficient manner in response to price 
differences

Allows participants to consider and revise their bidding 
strategy over multiple rounds, so that participants have the 
time and feedback needed to submit their best bids 
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Why Use a Multi-Round, Descending-Clock 
Format? (cont.)

The products have a common value among bidders

Announcements of excess supply ranges allow bidders to 
(re)evaluate their expectations about prices

This allows the CBP to discover the efficient price for the 
products



November 6, 2008Ohio CBP Bidder Session 38

Why Use a Multi-Round, Descending-Clock 
Format? (cont.)

This format has been used elsewhere:

– In electricity procurements in other jurisdictions (e.g., New Jersey)

– By the US government (in a similar format) to sell radio spectrum 
licenses for use by wireless service providers
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Post-Bidding Process

CBP Manager reports results to PUCO, identifying the least-
cost bidder(s)

– Least-cost bidder(s) are those that still hold tranches when the 
bidding process ends

CBP Manager reports as to whether R.C. 4928.142(C) 
criteria were met:

– At least 4 bidders
– Each portion of the bidding process was oversubscribed
– At least 25% of volume bid by an entity or entities other than the 

utility
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Post-Bidding Process (cont.)

Winning bidders in the auction will immediately execute the 
Master SSO Supply Agreement following the close of the 
solicitation, once the specific pricing information and load 
obligations have been inserted. 

Master SSO Supply Agreement goes into effect unless 
PUCO determines that at least one of the 4928.142(C) 
criteria have not been met
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Master Supply Agreement
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Master Supply Agreement

Standard for all winning bidders

Seasonal Payment factors

Suppliers have no uncollectible risk due to retail customer 
non-payment

Winning bidders must be MISO market participant

Every SSO supplier must be a MISO load serving entity

Must join MISO’s Planning Reserve Sharing Group
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Credit Provisions
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Key Elements of Credit Provisions

Security posted during the term of the SSO wSecurity posted during the term of the SSO will depend upon a creditworthiness 
evaluation

– Unsecured credit may be granted based on the Bidder’s (or its Guarantor’s) Tangible Net 
Worth (see Article 6.4 of Master Supply Agreement) and credit rating

– Exposure beyond unsecured credit (if any) must be met with cash or letter of credit 
(Appendix D of Master Supply Agreement)

Independent Credit Requirement (ICR) Independent Credit Requirement (ICR) 
– $1,200,000 per tranche for 17-month Product
– $2,000,000 per tranche for 29-month Product
– $2,700,000 per tranche for 41-month Product
– ICR declines over the term of the SSO

Guaranty Guaranty ((Appendix E of Master Supply Agreement)

MarginingMargining
– Required to cover Mark-to-Market exposure
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Required Credit and Financial Information 
(Bidder or Guarantor)

Financial statementsFinancial statements (SEC Form 10-K, 10-Q, 8-K)

A statement of rulings or judgments relating to financial financial 
statusstatus that have had a material impact on financial status

A debt ratingdebt rating from at least two of the following rating 
agencies: S&P, Fitch, or Moody’s (with supporting 
documentation)

Contact informationContact information of a credit representative to answer 
questions on the documentation provided
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Creditworthiness: Three Options

1. Seek an unsecured line of credit by relying on Bidder’s own financial 
standing
1. Part 1: submit a Draft Pre-Bid LOC 
2. Part 2: submit an executed Pre-Bid LOC ($500,000$500,000/tranche)

2. Seek an unsecured line of credit by relying on Guarantor’s financial 
standing
1. Part 1: submit a Draft Pre-Bid LOC and a Draft Letter of Intent to Provide a 

Guaranty
2. Part 2: submit an executed Pre-Bid LOC ($500,000$500,000/tranche) 
3. Part 2: submit a Letter of Intent to Provide a Guaranty ($500,000$500,000/tranche) 

3. Elect not to apply for an unsecured line of credit
1. Part 1: submit a Draft Pre-Bid LOC
2. Part 2 submit an executed Pre-Bid LOC in the Part 2 Proposal for 

$500,000/tranche$500,000/tranche
NOTE: Additional requirements for foreign bidders or foreign guarantors
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Settlement Overview

Ed B. Stein
Manager, RTO Operations Settlement
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Load Data 1

OE, T
E & CEI S

SO Pay
men

t

M
ISO

 Invoice

Load D
ata

1

What is the Settlement Landscape?

MISO
OE, TE 
& CEI

SSO 
Supplier SSO 

Load

1. Load data is developed by the MDMA as designated on the Market Participants application. The MDMA uses the same 
MISO settlement data to calculate the SSO Invoice as well as submit the settlement data to MISO.
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What Is RTO Operations Settlements Role?

Act as the MDMA for SSO Suppliers
– Submits load data to MISO for generation of MISO Invoices

– S7, S55 and S105
– Re-Settlement periods as well

– SSO Load split by tranches won in delivery period

Uses MISO settlement load data to develop the SSO Invoices
– S7, S55 and S105 data is used for FMEA and PMEA
– Spreadsheet format
– Emailed
– Based on tranches awarded in SSO Procurement Process
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Example Default Service From PP to a Default 
Supplier
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Example Invoice From MISO
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Appendix A:
How to Become a Market Participant

Visit this portion of the website
– http://www.midwestmarket.org/page/Membership
– Click the “Market Registration” link

FirstEnergy Service Company can help!
– CP Node definitions
– Agency declarations

– MDMA

– Digital Certificates
– Contact FirstEnergy Operations Settlements personnel
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Appendix A:
How to Become a Market Participant
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Appendix B:
Noteworthy MISO Initiatives

Start of ASM Market January 6th, 2009
– Schedule 3, 5 and 6 move to “market” pricing mechanisms and away from fixed 

cost based pricing
– Move from Day 1 Billing item to Day 2 billing item
– For more information

– Go to the MISO website and click the “Ancillaries Service Market” link at the bottom 
right corner

Updated Module E Processes recently approved by FERC
– DNR monthly auctions
– Reporting requirements to MISO

Demand Response Initiatives
– MISO has no programs of their own
– OH under SB221 in the process of evaluating programs
– For more information on MISO initiatives

– Go to the MISO website and click the “Committees” tab, then go to the “Demand 
Response Work Group”
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Website Format
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Web Site Home Page



November 6, 2008Ohio CBP Bidder Session 58

MRO Competitive Bidding Process Home Page 
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MRO – Supplier Documents Page 
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MRO – Load Data Page 
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Q&A’s


