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RFQ 202036

QUESTIONS AND ANSWERS
	QUESTION #
	DATE
	PROPONENT QUESTION
	EPCOR RESPONSE

	1
	April 20, 2011
	Will the Backstop Provider be informed of EPCOR's monthly volume requirements in advance of the delivery month?  
	No, the Backstop Provider will not be informed of EPCOR's monthly's volume requirements in advance of the delivery month. However, the Backstop Provider will be notified of the number of lots to be procured through the Backstop Arrangement directly following EPCOR's Contingency Auction. This will provide the Backstop Provider a minimum of 2 Business Days to complete procurement. 

	2
	April 19, 2011
	What is the interplay between the auction and the back stop supply?
	The Backstop supply is a retainer arrangement that will be ready if EPCOR requires it. The intention is to procure the full volume through a series of NGX auctions. There will be 3 auctions throughout the procurement window; if 100% of the lot requirements are not procured there will be a 4th Contingency Auction. If, after the 4th auction, EPCOR’s lot requirements are still not met, the Backstop Arrangement will be executed. The Backstop Supplier would then fill the lots on EPCOR’s behalf according to the Financial Power Supply Firm Backstopping Agreement.

	3
	April 19, 2011
	What type of products would go to the Backstop Supplier?
	It would be prompt month. EPCOR will be looking to procure 25 MW blocks of 7x24 Flat product and 10 MW blocks of 7x16 Peak product for the forward month. This arrangement would be executed within the final days of the procurement window. 

	4
	April 19, 2011
	Will the price be dictated by the Backstop Supplier, assuming that it is justifiable or there is a methodology for verifying that the price is representative of the market price?
	Correct. EPCOR will provide the Backstop Supplier with the highest price that EPCOR paid at the last auction for procuring a lot. If the Backstop Supplier is able to procure a block at that price or below, they won’t need to demonstrate the prudence or reasonableness of the price. If the lot is purchased at a price higher than the highest rice paid by EPCOR at the last auction, then EPCOR will require the Backstop Supplier to demonstrate that the price is prudent and reasonable. 

	5
	April 19, 2011
	Is the auction itself similar to the full load requirements that EPCOR has hosted in the past?
	Correct. The only difference is that the windows will be shorter. There is a 3 minute window, a 2 minute window and a 5 minute random close. 

	6
	April 19, 2011
	How is the decision on procurement made?
	There is a protocol with specific criteria that EPCOR will follow to decide what will be lifted in each of the auctions. This portion of the Energy Price Setting Plan is confidential; however, the protocol is designed so that EPCOR will most likely always pick up 100% of EPCOR’s load requirements through the regular NGX Auction Sessions. EPCOR does not have the discretion to decide to delay purchasing from the NGX Auction Sessions in favour of procuring through the Backstop Supplier. If the NGX Auctions Sessions are sufficiently liquid, there is a small probability that the Backstop Arrangement will be executed. However, EPCOR must hedge 100% of its load requirements and therefore requires the Backstop Arrangement to be in place to cover the risk that 100% of procurement can not be completed through the regular NGX Auction Sessions.

	7
	April 19, 2011
	Is the protocol for the amount of lots procured in each auction different than previous auctions, or is it similar?
	The protocol is confidential but It is very similar to the protocol used for the previous full load auctions held by EPCOR.

	8
	April 19, 2011
	Will the Backstop Arrangement only be used for the last few days before the month ends?
	Yes.

	9
	April 19, 2011
	Is this a strictly financial transaction?
	Yes.

	10
	April 19, 2011
	How will the required blocks be allocated if there are more than one Backstop Suppliers? Will the Backstop Suppliers compete with each other?
	Backstop Suppliers will not compete with one another. If there is more than one Backstop Supplier the required blocks will be allocated based on the lowest transaction fee.  If both suppliers have the same transaction fee then the blocks will be split in half and allocated equally to both of Backstop Suppliers.  In cases where there is an odd number of blocks, the last block will be allocated to the supplier with lower annual retention fee.  

	11
	April 19, 2011
	Are the Terms and Conditions of this arrangement going to be made public?
	No, this information will be kept confidential.

	12
	April 19, 2011
	If the entire load is filled within the first 3 auctions, or the 4th Contingency Auction, will the Backstop Arrangement be needed?
	No. That is why there is a retainer involved. EPCOR may never need to execute the Backstop Arrangement, but the assurance that it is available is needed to ensure that EPCOR is always 100% hedged.

	13
	April 19, 2011
	If there is no volume lifted in the first 4 auctions, how is the Backstop price set?
	If no lots are lifted from the Contingency Auction then the Seed price from the Contingency Auction would be used as the Backstop price. This is the beginning price from the auction. The Seed price is calculated using a prescribed formula.

	14
	April 19, 2011
	Is the formula for the Seed price available?
	No. This is confidential.

	15
	April 19, 2011
	Is the price confidential?
	No, once the auction begins, participants will see it as the beginning price. Every auction has a beginning price or Seed Price.

	16
	April 19, 2011
	Can we see how many lots are required?
	The Backstop Supplier would get this information after the Contingency Auction.

	17
	April 19, 2011
	Has there ever been a need for the Backstop Arrangement in the past?
	In previous auctions, EPCOR has always been successful at procuring the entire volume of its full load requirements from the auctions. 

	18
	April 19, 2011
	Why have the timeframes of the different phases of the auctions been shortened?
	The auction mechanism used to be 5 minute open, 5 minutes closed and 5 minutes random close. It got to the extent where there were some dead periods. EPCOR is transacting clearly identified lots (25 MW flat, 10 MW peak) there shouldn’t be a lot of quote calculations necessary during the course of the auctions.

	19
	April 19, 2011
	If the procurement and auctions are derived from the confidential formula, will the formula ever allow for quantity to spill over to a Backstop Supplier, or will this only occur when there aren’t enough suppliers at the auctions?
	As long as there are sufficient suppliers making offers, it shouldn’t be a problem picking up volume in the first 3 auctions. The Backstop Arrangement would be triggered if there is an inability to have enough suppliers at the Contingency Auction. There is also a situation when the auction itself may be deemed non-competitive and then all of the volume would be available. This is unlikely for flat, might happen with peak. 

	20
	April 19, 2011
	Are the auctions for one month at a time?
	The schedules will be out for 3 months of auctions. On any one day, EPCOR will be procuring for the next month. As the procurement windows start to overlap, there might be the possibility that EPCOR will run an 11:00 AM auction and a 1:00 PM auction. The 11:00 AM auction would be for the first procurement window and the 1:00 PM auction would be for the next procurement window. 

	21
	April 19, 2011
	If suppliers choose not to participate in the Backstop RFQ, would that preclude them from participating in the auctions?
	No it would not, these are independent arrangements. 

	22
	April 19, 2011
	Is there a sample auction that the NGX could provide?
	Yes, EPCOR will be running a mock auction in the second week of May. Any supplier interested can take part in the auction. 
Suppliers interested in participating in the July procurement Auctions occurring in May and June, then they must submit and Expression of Interest letter to EPCOR before noon on May 1st. EPCOR’s Request for Expression of Interest Letters is published on the APC and NGX websites as well for any one wanting additional details on the Expression of Interest process.

	23
	April 29, 2011
	Is it possible that EPCOR will select more than one Backstop Service Provider?  If so, because this may materially impact the risk profile to which each prospective Service Provider is faced, is it possible for EPCOR to provide details on how the Backstop Quantity will be divided between the Providers and how and when each Provider will be notified?  
	Yes, it is possible that EPCOR will select more than one Backstop Suppliers. If there is more than one Backstop Supplier the required blocks will be allocated based on the lowest transaction fee.  If both suppliers have the same transaction fee then the blocks will be split in half and allocated equally to both of Backstop Suppliers.  In cases where there is an odd number of blocks, the last block will be allocated to the supplier with lower annual retention fee.  Backstop Suppliers will be notified directly following the Contingency Auction which will be held a minimum of 2 Business Days before the close of the procurement window for the month.

	24


	April 29, 2011
	Will Epcor provide a schedule of dates for the proposed Auction Process and provide notice to participants by specified dates if any individual auction becomes unnecessary?

  
	Yes, EPCOR will provide a schedule of dates of the proposed NGX Auction Sessions on a quarterly basis. During the first week of May, EPCOR will provide the first quarter of the NGX Auction Session schedule to all parties who have submitted an Expression of Interest. EPCOR will also send parties a reminder and confirmation of a NGX Auction Session on the first day of the week that the NGX Auction Session is to occur. In addition, directly following the 3rd NGX Auction Session, EPCOR will inform parties whether of not the scheduled Contingency Auction will be required. All of this information will also be shared with the Backstop Supplier in the event that they have not submitted an Expression of Interest for the NGX Auction Sessions.  

	25
	April 29, 2011
	Upon the submission of Replies at the Closing Date, is there a deadline to complete contract negotiations and to execute the final contract? 


	Yes, EPCOR will be targeting completing contract negotiations with a view to executing the final contract by May 31, 2011.

	26
	April 29, 2011
	What is the rationale for including a cap on liability for Epcor when the backstop supplier potentially faces higher market risks if Epcor were to default under this contract?  


	EPCOR is willing to negotiate EPCOR’s capped liability with the potential Backstop Suppliers.

	27
	April 29, 2011
	What is the rationale for Epcor having a termination right “for any reason”?  This exposes the backstop supplier to significant market risk which cannot be recovered under the current terms of the contract.


	EPCOR is willing to negotiate EPCOR’s termination rights with the potential Backstop Suppliers.   

	28
	April 29, 2011
	Force Majeure relief should be afforded to both Epcor and backstop supplier.  Does Epcor agree? 


	Yes, EPCOR would agree to include Force Majeure relief in the contract for both the Backstop Supplier and EPCOR.

	29
	April 29, 2011
	Please explain the necessity of the insurance provisions (Article 10) for power swap transactions contemplated under the contract? 
	EPCOR has included Article 10 “Insurance” in the contract to require the Backstop Supplier to have sufficient insurance coverage to reduce the risk of financial insolvency resulting from litigation against the Backstop Supplier.  EPCOR is unable to negotiate or make changes to the insurance section.

	30
	April 29, 2011
	Please explain the involvement of the Independent Advisor in evaluating proposals for Alternate Backstop Price Criteria in the RFQ process? Will the Independent Advisor have any further involvement once a Backstop Provider has been selected?


	The Independent Advisor will advise EPCOR and the Consultation Parties regarding the ability of the purposed Alternate Backstop Price Criteria to demonstrate that the Execution Price was prudent and reasonable. During execution of the Backstop Arrangement, the Independent Advisor will review the Backstop transactions to ensure that the Backstop Supplier has provided Execution Prices which comply with the contracted Alternate Backstop Price Criteria. 

	31
	April 29, 2011
	Exceptional market conditions are likely to prevail in the event that Backstop Quantities are required which will make execution in the marketplace challenging. Is EPCOR willing to extend the Backstop Period or provide the Backstop Quantity more than 2 business days in advance?


	Yes, EPCOR is willing to negotiate with the potential Backstop Suppliers to extend the Backstop Period or to provide the Backstop Quantity more than 2 Business Days in advance by adjusting the date of the Contingency Auctions.

	32
	April 29, 2011
	Is EPCOR willing to accept amendments to the Financial Power Supply Firm Backstopping Agreement? Certain amendments would be required in order to proceed.
	Yes, EPCOR is willing to accept amendments to the Financial Power Supply Firm Backstopping Agreement.

	33
	April 29, 2011
	Is it in the sole discretion of the Backstop Provider to either procure the Backstop Quantity (through NGX or 3rd parties) or to utilize their own supply?
	Yes, it is in the sole discretion of the Backstop Supplier to determine whether to procure the Backstop Quantity through the NGX or 3rd parties or to utilize their own supply. However, in each of these cases if the Execution Price exceeds the Backstop Price the Backstop Supplier will need to be able to demonstrate that the Execution Price was prudent and reasonable according to the criteria established through this RFQ process.
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