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(57) ABSTRACT 

An auction service is provided that stimulates competition 
between energy suppliers (i.e., electric poWer or natural 
gas). A bidding moderator (Moderator) receives offers from 
competing suppliers specifying the economic terms each is 
Willing to offer to resellers or customers of resellers for 
estimated quantities of electric poWer or gas supply (sepa 
rate auctions). Each supplier receives feedback from the 
Moderator based on competitors’ offers and has the oppor 
tunity to adjust its oWn offers doWn or up, depending on 
Whether it Wants to encourage or discourage additional 
energy delivery commitments in a particular geographic area 
or to a particular customer group. Each supplier’s offers can 
also be changed to re?ect each supplier’s capacity utiliZa 
tion. The Moderator selects at least one supplier to provide 
electric poWer or natural gas to each reseller or customer of 
a reseller, With each supplier providing at least a portion of 
the electric poWer or natural gas to be used by each reseller 
or customer of a reseller during a speci?c future time 
interval. 
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BIDDING FOR ENERGY SUPPLY TO RESELLERS 
AND THEIR CUSTOMERS 

CROSS-REFERENCE TO RELATED 
APPLICATIONS 

[0001] The present application is a continuation of co 
pending US. application Ser. No. 10/062,798, ?led Jan. 31, 
2002, Which is a continuation of US. application Ser. No. 
09/542,451 ?led Apr. 4, 2000 (now US. Pat. No. 6,598,029 
issued Jul. 22, 2003), Which is a continuation-in-part of US. 
application Ser. No. 09/023,968 ?led Feb. 13, 1998 (now 
US. Pat. No. 6,047,274 issued Apr. 4, 2000), Which claims 
the bene?t of US. Provisional App. No. 60/039,041 ?led 
Feb. 24, 1997 and US. Provisional App. No. 60/064,421 
?led Oct. 30, 1997. 

BACKGROUND OF THE INVENTION 

[0002] 1. Field of the Invention 

[0003] The invention is in the ?eld of provision of energy 
supply, such as electric poWer and natural gas. 

[0004] 2. Description of the Background Art 

[0005] The electric poWer and natural gas industries Will 
experience fundamental changes over the next feW years as 
the results of continuing deregulation take hold. One of 
those results is to give end users a choice of energy provid 
ers. Until noW, substantially all end users purchased the 
electric poWer or natural gas they needed from the local 
electric or gas utility serving their geographic area. Electric 
utilities have generally operated as vertically integrated local 
monopolies, producing or purchasing (on a Wholesale basis), 
the quantities of electric poWer they needed to serve all end 
users Within the utility’s geographic boundaries. Natural gas 
utilities have generally operated in a similar fashion, though 
usually purchasing rather than producing most of the natural 
gas they need. 

[0006] According to the Federal Energy Information 
Administration, legislation to deregulate the electric poWer 
industry has been adopted in ?ve states and is pending in 
over 20 others. In general, this legislation calls for a restruc 
turing of the industry into at least three kinds of participants: 
(i) electric poWer generating companies, (ii) long-haul trans 
mission companies, and (iii) local distribution companies 
(“DISCOs”). PoWer generators Will include companies that 
oWn actual generating facilities as Well as those ?rms that 
purchase generating capacity from others and market that 
available poWer directly to end users. Under most of the 
various legislative approaches, an end user Will be given the 
opportunity to purchase its electric poWer from any legiti 
mate poWer generating company Willing to supply electric 
poWer to that end user’s geographic region. One of the 
primary aims of electric poWer deregulation efforts nation 
Wide is to reduce end user’s energy prices by introducing 
competition among poWer generators. As competition 
increases, poWer generators are expected to offer prospec 
tive customers various pricing plans premised, for example, 
on volume and term commitments, and peak/olf-peak usage. 
Under most of the pending deregulation schemes, the local 
distribution company facilities of the local electric utility 
Will continue to be a government-regulated monopoly Within 
the region it serves. These facilities are primarily the Wires 
and other equipment constituting the local poWer grid over 
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Which electric poWer is transmitted to end user locations, 
having been delivered to the grid by generating plants Within 
the local utility’s service area or by other utilities’ grids 
interfacing With that local utility’s grid (When the local 
utility purchases electric poWer today from suppliers outside 
of its service area). 

[0007] In the natural gas industry, similar deregulatory 
efforts are underWay to enable greater competition and 
customer choice. The Wholesale purchase and sale of natural 
gas has already been mostly deregulated. In some states 
large industrial and commercial customers can purchase 
their natural gas directly from gas producers rather than 
from the local gas utility. Most industry observers expect 
local natural gas utilities to be restructured in the near future 
to folloW the model being used in the electric poWer industry 
as a result of deregulation, With three similar components: (i) 
natural gas production companies, (ii) gas pipeline trans 
mission companies, and (iii) local distribution companies 
(“DISCOs”). Gas producers Will include companies that 
oWn actual production facilities as Well as these ?rms that 
purchase production capacity from others and market that 
available gas directly to end users. End users are expected to 
be given the opportunity to purchase the natural gas they 
need from any of numerous natural gas producers Willing to 
supply natural gas to that end user’s locale. Under most of 
the expected deregulation models, the local distribution 
company facilities of the local gas utility Will continue to be 
a government-regulated monopoly Within the region it 
serves. These facilities are primarily the pipe lines and other 
equipment constituting the regional gas pipeline netWork 
through Which natural gas is transported to end user loca 
tions, having been delivered to the regional netWork by 
production facilities Within the local utility’s service area or, 
more often, by long-haul gas pipeline transmission compa 
nies transporting natural gas from production facilities to the 
local utility’s regional pipeline netWork. 

[0008] Meter reading and billing of end users has until 
noW generally been handled by the local distribution utility 
as part of its local franchise. As a result of deregulation, 
hoWever, the local distribution utility is expected in many 
jurisdictions to lose this monopoly over meter reading and 
billing. The various state public utility commissions 
(“PUCs”) in those states Where electric poWer deregulation 
plans are at an advanced stage, for example, are considering 
giving poWer generators the right to read meters and render 
their oWn bills Without the cooperation of the local distri 
bution utility. In many cases, the poWer generator or end user 
may have the right to determine Who Will oWn the meter and 
Whether the end user Will receive separate bills (one for 
energy consumption from the poWer generator and another 
for the distribution and service charges of the local distri 
bution utility) or a consolidated bill, as is the case today. 
Many industry experts expect independent service entities 
(not necessarily af?liated With, but acting as agents for, 
poWer generators or gas producers, local distribution utili 
ties, end users, or any combination thereof) to provide meter 
reading and billing services on a more ef?cient basis than 
local electric and gas utilities do today. 

[0009] Both electric and gas utilities rely primarily on 
meters at customer sites to apprise them of hoW much energy 
the customer has taken from the utility’s supply lines 
running doWn the street. Many of these meters can measure 
(i) the volume of energy used (e.g., kiloWatt-hours of 
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electricity), (ii) the highest volume used during any hour 
throughout a monthly billing cycle (peak demand), and (iii) 
the volume used in every hour of the monthly billing cycle 
(or as short a period as every 15 minutes during this cycle). 
Some meters, such as those used by larger industrial and 
commercial end users, can measure all of the above. Other 
meters measure only total monthly volume and peak 
demand. Meters servicing residential customers often mea 
sure only total volume used during the month. 

[0010] Today, most end users have meters that require a 
physical on-site visit by the local utility to read the meter in 
order to determine the end user’s actual energy usage since 
the last time the meter Was read. Typically, such on-site visits 
are made once a month. If the local utility fails to make such 
a visit, the end user’s energy usage for that month is 
estimated and billed based on prior usage. Billing is then 
reconciled after the next on-site meter reading. More sophis 
ticated meters noW available enable the local utility to 
monitor the end user’s actual energy usage electronically, 
Without requiring a physical on-site visit to read the meter. 
Employing these meters, the local utility can continuously 
monitor the end user’s actual energy usage by taking read 
ings every 15 minutes throughout the day, if necessary. 
Some local electric utilities, for example, require their 
largest customers to install these electronic remotely-read 
able meters so that the utility can monitor these customers’ 
actual usage throughout the day and, as a result, better 
manage and balance the overall load on its local poWer 
distribution grid. Industry experts expect meter manufactur 
ers Within a feW years to reduce this monitoring WindoW to 
under ?ve minutes. 

[0011] Whether the meter is read by an on-site visit or via 
remote communication, today the local utility records that 
energy usage data and applies its applicable tarilfed rate to 
produce a bill for the end user. These tarilfs, ?led by the local 
utility With the applicable state PUC, set forth speci?c rates 
to be charged to different classes of customers4e.g., large 
industrial and commercial end users often pay rates based on 
peak demand as Well as total volume consumed, Whereas the 
rates paid by residential customers typically relate only to 
total volume consumed. Some tarilfs call for different rates 
depending on time of use (e.g., peak v. off-peak pricing). In 
general, large customers pay loWer rates than small custom 
ers. As deregulation progresses, competing energy providers 
are expected to offer end users myriad pricing plans and 
contractual arrangements geared to time of use, volume and 
term commitments, etc. PoWer generators Will compete With 
other poWer generators just as gas producers Will compete 
With other gas producers. 

[0012] An active Wholesale market exists for electric 
poWer. PoWer generators, local electric utilities, resellers, 
independent traders and brokers actively buy and sell elec 
tric poWer among themselves. A poWer generator may Wish 
to sell excess generating capacity not required for its oWn 
operations or not contractually committed to any utility, or 
may need to purchase additional poWer to satisfy its gener 
ating commitments. A local electric utility may be selling 
excess generating capacity (from its oWn generating plants) 
or buying poWer from nearby utilities, resellers, traders or 
brokers to cover a shortfall in its oWn supply (e.g., during 
certain peak periods). Resellers and traders may be ful?lling 
take-or-pay or supply contracts they have With poWer gen 
erators, local utilities or each other or just buying or selling 
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based on speculation about the future price of poWer in the 
spot market. Under deregulation, the local electric utility 
Will no longer have a monopoly on selling poWer to end 
users. PoWer generators, other utilities, resellers, brokers and 
other poWer marketers Will all be able to sell electric poWer 
directly to end users. 

[0013] In the Wholesale poWer market, buyers typically 
take title to the electric poWer they purchase at Well 
established interfaces or transfer points on a regional poWer 
grid (e.g., the Oregon-Califomia border). In many cases, 
hoWever, the purchase arrangement may call for title to be 
passed at some alternate point, such as (i) the point on the 
regional grid nearest the seller’s generating facility or (ii) if 
the buyer is a local distribution utility, the point(s) on its 
local grid Where the grid interfaces With the poWer grids of 
neighboring utilities. Before this poWer can be delivered to 
the buyer at the agreed transfer point, the seller must 
schedule a “contract pat ” for this poWer to travel from the 
seller’s generating facility (or the point at Which the seller is 
to take title if the seller purchased this poWer from another 
source) to the transfer point. The buyer must, in turn, 
schedule a transmission path from the transfer point to the 
buyer’s oWn grid interface (if the buyer, for example, is a 
local distribution utility) or, if the buyer is reselling this 
poWer to another party, to a transfer point agreed to by such 
other party. Scheduling contract or transmission paths is 
usually coordinated through the regional grid controller(s) 
for the poWer grids over Which this poWer is to be trans 
mitted. The regional grid controller manages one or more 
local poWer grids, keeping demand on the combined grid in 
balance With available supply at all times. Generally, but not 
alWays, the affected poWer grids are those oWned and 
controlled by the electric utilities Whose service areas are 
situated betWeen the source of this poWer and the transfer 
point. The charges for transmission of the purchased poWer 
to and from the point at Which title is passed are normally 
borne by the seller and buyer, respectively. 
[0014] In many states or geographic regions, local electric 
utilities have formed Wholesale poWer pools in Which they 
share poWer, as needed, With other members of the pool 
under arrangements and according to rules previously 
agreed to by all the members. In some of these poWer pools, 
the members’ generating facilities and key portions of their 
respective poWer grids are placed under the control of a 
regional or pool controller Who manages the continuous 
balancing of poWer being transmitted across these grids for 
greatest ef?ciency and at loWest cost to the members. The 
pool controller in some cases, for example, Will advise the 
pool members on one day of the poWer he expects to need 
during each hour of the folloWing day, in order to satisfy the 
projected aggregate demand on the pool’s combined grid by 
the utilities’ customers. Each member is invited to submit 
o?fers (quantities and prices) of the poWer it is Willing to 
supply to the combined grid. Starting With the loWest-priced 
poWer ?rst, the controller accepts such o?fers until he 
reaches the aggregate quantity he needs for each hour of the 
next day. Typically, the clearing priceithe price of the last 
unit of poWer needed by the controller to meet his projected 
demand for each houriis used to set the price that all 
suppliers for that hour Will receive, notWithstanding that 
some of the accepted o?fers Were at prices loWer than the 
clearing price. This approach ensures an ef?cient but equi 
table least-cost Wholesale pricing arrangement among the 
pool members. 
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[0015] As deregulation efforts have gained momentum in 
the electric power industry, similar pooling arrangements 
have been explored to make the Wholesale market more 
ef?cient but also to give energy marketers not af?liated With 
a local utility a reasonable chance to compete. The Califor 
nia Public Utilities Commission, for example, has proposed 
a poWer exchange to Which the three largest in-state electric 
utilities must sell all their generated poWer and from Which 
they must also buy all the poWer they need for distribution 
to their end user customers. Other poWer generators, utili 
ties, resellers, traders and brokers can also buy and sell 
poWer through this exchange. Each day the operator of the 
poWer exchange Will assess the next day’s poWer supply 
requirements for the three largest utilities’ customers as Well 
as all those of the other local utilities in California to be 
supplied poWer via the exchange. The operator Will ask 
poWer generators, local utilities With generating capacity, 
resellers and traders (and any others Willing to supply 
electric poWer to the exchange) to submit asking prices for 
speci?ed quantities of poWer to be delivered to the Califor 
nia poWer grid during each hour of the next day. Starting 
With the loWest-priced poWer ?rst, the exchange operator 
Will then match its assessed needs for poWer during each 
hour of the next day against the offered poWer until the 
operator has identi?ed suf?cient poWer supplies for each 
hour to meet its anticipated demand. The price at Which this 
offered poWer is accepted by the exchange operator Will be 
the purchase price payable to the poWer provider. The poWer 
exchange plans to publish these prices every day. Similar 
exchange or pooling arrangements are being studied by 
other state public utility commissions as part of their deregu 
lation proceedings. 
[0016] One of the primary objectives of deregulation is to 
reduce energy costs for end users by fostering competition 
among energy providers. Most electric poWer industry ana 
lysts, for example, assume that end users Will only realiZe 
signi?cant savings if they move to time-of use pricing (e.g., 
peak v. off-peak). In many states, larger end users are already 
subject to different prices based on the cost to the local 
electric utility of supplying poWer during periods of peak 
demand across its service area. In general, the cost to 
providers of generating poWer during peak demand hours 
can be dramatically higher than at other times of the day. The 
greater e?iciency of the Wholesale market and increased 
visibility of Wholesale prices is expected to in?uence the 
pricing plans that providers Will be Willing to offer end users, 
especially those end users Who are Willing to pay different 
prices based on (i) When during the day they typically need 
more or less poWer and/or (ii) Whether they can alter their 
current poWer consumption patterns to conserve usage dur 
ing the hours of highest demand Within the local utility’s 
service area. 

[0017] An active Wholesale market also exists for natural 
gas. Gas producers, local gas utilities, resellers, independent 
traders and brokers actively buy and sell natural gas among 
themselves. A gas producer may Wish to sell excess produc 
tion capacity not required for its oWn operations or not 
contractually committed to any utility or other party, or may 
need to purchase additional gas supplies to satisfy its pro 
duction commitments. A local utility may be buying natural 
gas from producers, other utilities, resellers, traders or 
brokers to secure its necessary supplies or may be selling gas 
to many of these same parties if it has excess supplies. 
Resellers and traders may be ful?lling take-or-pay or supply 
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contracts they have With gas producers, local utilities or each 
other or just buying or selling based on speculation about the 
future price of natural gas in the spot market. Gas producers, 
other utilities, resellers, brokers and other natural gas mar 
keters Will all be able to sell natural gas directly to end users 
under most deregulation models for the natural gas market. 

[0018] In the Wholesale natural gas market, buyers may 
take title to the gas they purchase at any of several possible 
transfer points from the gas production facilities to the 
interface betWeen the long-haul transmission pipeline trans 
porting the gas and the local utility’s regional pipeline 
netWork. Scheduling transmission of neWly purchased or 
sold gas is usually coordinated With the operator of the 
long-haul transmission pipeline expected to transport this 
gas to the buyer. The charges for transmission of the 
purchased gas to and from the point at Which title is passed 
are normally borne by the seller and buyer, respectively. 

SUMMARY OF THE INVENTION 

[0019] The provision of electric poWer and natural gas to 
end users is dominated by ?xed price arrangements set 
according to (i) orders promulgated by the federal or state 
governmental bodies regulating providers, (ii) tariffs ?led 
With such governmental authorities by the providers, or (iii) 
contractual arrangements betWeen providers and end users. 
HoWever, because of technological and regulatory changes, 
the provision of these sources of energy is becoming more 
of a commodity, With competition betWeen providers 
expected to increase dramatically in the next feW years. The 
invention disclosed herein provides an auction service that 
Will stimulate this competition and facilitate the consumer’s 
ability (and that of resellers) to make economic choices 
betWeen providers. In this method and system, providers 
supply energy (i.e., electric poWer or natural gas) to end 
users (or resellers) in accordance With economic incentives 
(e.g., loWest price) resulting from a bidding process betWeen 
participating providers, administered by a bidding service 
entity through operation of a central processor, a computer 
referred to as a bidding moderator (the “Moderator”). The 
bidding process to supply electric poWer Will be conducted 
separate and apart from the bidding process to supply natural 
gas. PoWer generators Will compete only With other poWer 
generators. Gas producers Will compete only With other gas 
producers. HoWever, for ease of reference, poWer generators 
and gas producers are each referred to herein as “energy 
providers” or just “Providers.” Through this auction, Pro 
viders Will be apprised of the bids of competing Providers 
and have an opportunity to modify their bids accordingly. 

[0020] Each of the Providers transmits to the Moderator 
the rate it is Willing to charge (or other economic incentive 
it is Willing to offer) for electric poWer or natural gas to be 
provided to an end user or group of end users (or a reseller 
or group of resellers), over some particular period of time. 
For purposes of this application, resellers can be Providers 
or buyers of energy supply. This “bid” may be loWer than 
that Provider’s established rate for any of several reasons 
(e.g., the Provider has excess generating or production 
capacity at that time). The Provider may, for example, also 
decide for capacity or competitive reasons to place different 
bids on energy to be provided, for example, to different end 
users at different times of day and at different destinations 
(e.g., With higher prices for electric poWer supplied during 
daily peak demand periods or for poWer delivered to desti 








































