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Overview

Deregulation and restructuring in the energy industry have forced electric utilities that once owned their own generation in a vertically integrated environment into a paradigm where they are securing power for their customers from third party suppliers.  Competitive solicitations or requests for proposal (RFPs) for energy and capacity have become prominent vehicles for utilities to secure their power needs from independent power producers (IPPs) and other third-party suppliers in the US and abroad.  These are very similar in many respects to sealed bid auctions used in other industries, where qualified bidders submit bids that are only seen by the entity soliciting (e.g., the utility or auctioneer). The success of an RFP is highly dependent on its design components. Information dissemination protocols are just starting to be recognized as a pivotal element in the design of these competitive solicitation processes. While much theoretical work has been done on the proper application of information theory to auctions in other markets and industries, little of this work has focused on electricity markets. 
The paper is organised as follows: After the introductory overview the second section outlines the theoretical principles regarding information policies, explaining why additional information can improve competitive solicitations by helping secure the optimal price.The third section details various competitive solicitation case studies, with a specific focus on examples from the California market. In the final section we discuss how utilities can apply information  policies to their energy and capacity RFPs.
Methods

Case studies
Results

We found that some utility procurement processes are being done on the basis of very limited information exchange. Concurrently, there is some anecdotal evidence that participation in such procurement processes is also limited.
Conclusions

Utilities, as the solicitors in these procurements, have an opportunity to better the results of their procurements by actively managing information to potential bidders. We argue that it is important that they release their assumptions about underlying drivers, like fuel price outlook, supply and demand forecast. In doing so, they would allow bidders to develop views congruent with the soliciting utilities’ expectations, or at the minimum direct bidders to credible public sources for this information. However, there is always a a risk of giving away too much, or the wrong type of, information. Auction format and other design mechanisms may ameliorate some of these concerns. It is also important to be mindful of how information will be perceived by bidders.  RFP design elements can be used to reduce this problem.
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