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Executive Summary

On December 21, 2010, Rocky Mountain Power (“Rocky Mountain Power” or
“Company”), a division of PacifiCorp submitted an application to the i@uBérvice
Commission of Utah (“Commission”) for approval of a Significanteyy Resource
Decision resulting from the All Source Request for Proposals and Certificate of
Public Convenience and Necessity. In its application, the Compamgstsgthat the
Commission approve its significant energy resource decision tora@uaombined cycle
combustion turbine (“CCCT”) generating plant (“CH2MHIll Laked& 27), to be
constructed by CH2MHIill E&C, Inc. (“CH2MHIll"), as engineegnprocurement, and
construction contractor (“EPC*The Company states that the basis for this Application
is that CH2MHill Lake Side 2 is the lowest reasonable costjfyging resource resulting
from the Company’s Request for Proposals for Flexible ResoUiRE®) approved by
the Commission on September 25, 2008 in Docket No. 07-035-94.

Merrimack Energy Group, Inc. (Merrimack Energy) was regdiby the Public Service
Commission of Utah (*Commission”) to serve as the Independenu&weal (IE) for
PacifiCorp’s (the Company) All Source Request for Proposal®YRBah Code Section
54-17-101 (known as the “Energy Resource Procurement Act”) requir€othmission
to appoint an Independent Evaluator to monitor any solicitation conducimal &iyected
electrical utility under this chapter.

Merrimack Energy’s involvement as Independent Evaluator, therefayanta the very
initiation of the RFP development process and continued through diralation,
selection, and negotiations of the preferred resources(s). Tdgeaotl functions of the
Independent Evaluator in Utah are defined in the Energy Resourcer&rent Act and
in Rule R746-420-6. As defined, the overall objective of the Independent Eraki&d
ensure the solicitation process could reasonably be expected to bw@kewen a fair,
consistent and unbiased manner.

The Scope of Work prepared by the Commission for the Independent Bvalitt
regard to the final report identifies two specific issues @hatrequired to be addressed in
the final report:

1. A detailed description of the solicitation process and the IndepeBdahtators’
involvement, role, observations regarding the process, conclusions about the
process and recommendations.

. Fairness assessment of the process, including the treatmemtigiahy bids and
benchmarks, contract negotiations, and access to necessary inforamatidata
by the Independent Evaluator. In particular, in cases where autidgt bid or
benchmark bid is considered, fairness issues involve detailed scaitithe

! According to the Application, the CH2MHill propdsansisted of a wet-cooled gas-fired combinedeycl
plant located at the Company’s Lake Side site mhJtvith a capacity of 637 MW and an on-line ddte o
June 1, 2014.
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evaluation process to ensure the utility bid or benchmark is trédaesame as
other bids.

Merrimack Energy has been involved in the RFP development proedssi@itoring
the solicitation process through participation in all major teamtings, conference calls
and conversations regarding the decisions about the RFP and soligiato@ss. Our
involvement has included all stages of the solicitation process, ingl{tlj development
of the RFP; (2) receipt and evaluation/selection of proposals; anao¢8)oring contract
negotiations. The objective of this involvement has been to ensure ttesgie fair and
unbiased and provides the best deal for consumers and to raise aesnsalong the
way, if necessary, to ensure the process stays on track to meet these sbjective

The solicitation process and procedures developed and implemented ibZdaac
including the bid evaluation and final short list selection process atigonologies are,
in substance, consistent with Utah competitive procurement requieraedtindustry
standards and led to a fair, consistent and unbiased evaluation andrs@lextess. The
IE is of the opinion that PacifiCorp effectively implemented arikbdved the solicitation
process with regard to selection of the CH2MHill Lake Side 2 pr@sdhe preferred
resource. As a result, the IE concludes that PacifiCorp’s apphcéor Commission
approval of the Lake Side 2 project is in the best interestistbomers. Furthermore, the
IE believes that the implementation of the contract negotigirocess with CH2MHill
and the benchmark resource at Lake Side was expertly accomplisteedestlts from
the All Source competitive procurement process associated wiitotiteacting for the
Lake Side 2 project should lead to the acquisition, production and getietectricity
at the lowest reasonable cost to PacifiCorp’s retail cus®a&ing into consideration
long-term and short-term impacts, risks, reliability and findrioi@acts on PacifiCorp.
In that regard, the Lake Side 2 resource selected through this negEesents a
resource that was subject to detailed scrutiny and evaluationvettasl through a fair
and equitable process, is subject to a contractual arrangemepnhsaés an effective
balance of risk with benefits to customers should market conditiender other
resources more economic, and represents the lowest cost resoulatdeattaough this
competitive solicitation process to meet base load requirements. (refezerepage 13)

The IE also believes that PacifiCorp followed its protocols, euores, and
methodologies in selecting the project for the final sh&trtand commends
PacifiCorp for undertaking detailed due diligence on the project. Howthee IE is of

the opinion that PacifiCorp did not follow its procedures in lateniteating negotiations
and due diligence on the project prematurely and rejeitteng project even
though the resource was included in the lowest cost portfolio fronsla &Rdjusted

PVRR basis, which PacifiCorp proposed as the key criteria undgrgsource selection.
(reference: 1f — page 13)

There were also a number of lessons learned, both positive and nefgativ@revious

solicitations that had an impact in designing and implementing theSAlrce
procurement process. We found that several of the issues raisattibysband the IEs in
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previous RFPs (i.e. credit, timing of contract negotiations, etcg nafrissues in the All
Source RFP due to revisions in the RFP to address these issues.

As noted on pages 12 and 13 of this report, the Scope of Work preparde b
Commission for the Independent Evaluator identifies specific reqemenfor the IE to
confirm whether or not the solicitation process was undertaken &@ir ananner. The
following overall conclusions associated with the All Source gation process will
address these requirements, among others.

Conclusions and Recommendations

» The solicitation process was undertaken in a fair, equitable and edbianner
by the Company with the oversight of the IE up through the contractiaggot
process. (reference: 2c — page 13) While the IE feels thdtGapi followed its
procedures and processes in selecting and negotiating a cowithcthe
CH2MHill Lake Side 2 project, the IE feels that PacifiCorpynhave deviated
from its stated procedures and evaluation methodology in its decissoildenly
and prematurely terminate due diligence and negotiations with theproject,
after previously selecting the project for the final short tiased on its bid
evaluation and selection process. While PacifiCorp did follow theegso for
evaluation and selection of resources, the IE is of the view thefi®orp
prematurely terminated negotiations and due diligence on the project.

The CH2MHIll Lake Side 2 project was the lowest reasonablé autson for
customers taking into account all costs and risks. This projecsebasted in all
portfolios in both Steps 2 and 3 of the evaluation. In addition, PacifiCorp was able
to effectively negotiate a contract with the project that basntsk to the
developers and customers. (2b — page 13).

PacifiCorp’s analysis illustrates that Portfolio 2, which inelddboth the
CH2MHill project and the project, is the least cost pbotfon a Risk
Adjusted PVRR basis under a range of CO2 cost scenarios gefngim $0/ton to
$100/ton. PacifiCorp states that the reason that Portfolio 2 does beite
Portfolio 1 on a stochastic cost basis is the opportunity for the plant to sell into
the markets, particularly the Mead market. PacifiCorp also adaslthat its due
diligence demonstrates that transmission access is not adequadgéiver the
power from the facility to its load until 2016.

PacifiCorp treated the benchmark option fairly and consistentlyiveelto all
other bids. The benchmark resource was required to provide the sameatidorm
as all other bidders and was evaluated consistently. FurthermoiféC &g@ctook
care in the evaluation to ensure all cost information provided bpitlseat the
Lake Side site was consistent and complete. PacifiCorp utitliedbenchmark
resource option expertly in this process to negotiate more faeopaicing and
contract terms from competitive options. (reference: 2d — page 13)
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PacifiCorp undertook detailed due diligence in assessing the pbtagiasition

of the project as should be expected of such a resogpgsiton process.
PacifiCorp organized a due diligence team with expertise amgerof disciplines
associated with power generation project ownership and operations.

PacifiCorp has identified several reasons for terminating neigoisawith the
project including the resource is not used and useful and therenamalzer of
uncertainties associated with transmission availability and accédss markets to
sell the power from the project in the near term. (reference: fidge 13) As
noted above, the IE is of the opinion that PacifiCorp terminated tigertie and
negotiations prematurely with project. (reference: 1f — page 13)

The RFP process was a highly transparent process, providing di@témenation

about the requirements for bidding, the products requested, the evaluation
methods and methodology, the evaluation process, bid evaluation critefia (bot
price and non-price), the weights for the criteria, information reduof the
bidder, requirements of the bidder for submitting its proposal, the sehémtul
undertaking the process, and risk parameters of the Company aBadentihe

RFP and related contracts. In conjunction with the role of thehiiesighout the
process, in our view the transparency of the process signifieaéeds industry
standards for other competitive bidding processes.

The initial or indicative bid/best and final offer process proved taabeery
effective process. This process allowed bidders on the shdd tsnhduct further
analysis of the cost of their projects and update pricing closéne time of
initiating contract negotiations. (reference: 1b — page 13)

The bidder outreach and communication activities implemented by PacifiCorp
were designed to encourage broad participation from the market. PacifiCorp
maintains a large database of potential suppliers and informed those suppliers of
the development and issuance of the RFP. Furthermore, throughout the process,
bidders were informed through bidder and technical conferences, workshops, and
Commission hearings. In addition, there were 120 questions and answers posted
to Merrimack Energy’s website prior to suspension of the All Source RFP in
February 2009 and another 22 questions and answers after resumption of the All
Source RFP.

There was a robust response from the market for base load andenfitaan
resources with a wide range of project structures, projectitos, and
technologies proposed. The level of response to the RFP signifiexcieded
bidding requirements and was sufficient to provide a competitive process
throughout. The selected resource was a lowest cost option and should not possess
the specific risks to development that other resources faced.

The solicitation process led to the ultimate selection of onlyesmurce for 2014
capacity in the amount substantially less than that requested in the RFP.
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The competitive solicitation process is closely linked to the tated Resource
Planning process. This includes significant input from other makeicipants

and interested parties in the assessment of the need for podvreaamount to

be bid, input assumptions, modeling methodologies, and resource selection
process.

All bidders were treated the same and provided access to tleis@mmmation,
including both third-party bidders and the benchmark team. The PagfiCor
management team was very effective in providing consistent infiamto all
bidders throughout the process, even during conference calls with bidders.
(reference: 2f — page 13)

The Code of Conduct and communication protocols were well developed and
clearly identified in the RFP and were taken very seriouslyPhgifiCorp.
Members of the bid teams were subject to training on the protocols prior to receipt
of bids and were informed of the importance in following the proto¥iks were

not aware of any violations of PacifiCorp’s Code of Conduct and aornoation
protocols. The Company appeared to diligently follow the Code of Conduct and
did not deviate from the requirements.

The IE can document that the confidentiality requirements assdcigth the
exchange of information between PacifiCorp, the IE and the bidders we
maintained. The IEs were copied on all communication between Ragiféihd
the bidders and were invited to participate in all negotiations sougsions
between PacifiCorp and any of the bidders. (reference: 2i — page 13)

The Bid Pricing Sheets (Form 1) were clear and transpareriedrid consistent
information provided by all bidders. PacifiCorp’s efforts to also plete bid
summaries or term sheets with bidders was a positive stepstoeethat bidders
and PacifiCorp fully agreed with the components of the offer. Ourissilye with
the bid summaries is that the process is fairly lengthy anftl e shortened by
informing bidders of a specified schedule for completing the bid summaries.

PacifiCorp offered a range of resource alternatives which allowdders to
structure their proposals to take maximum advantage of their aépabénd
project characteristics. The definitions of the products and themafmn
required from bidders for each alternative were clearly described RRRe

The combination of the range of resource alternatives and the allovi@nce
bidders to offer alternative bids led to creative project offirimcluding both
Tolling Service Agreements and Asset Purchase and Sale Agmezror the
same projects. In some cases, bidders offered a short term tajjregment
followed by an Asset Purchase option in a specific year.
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While bidders offered several creative alternatives, Pacii@omodels and
methodologies were capable of effectively model such alternatives.

PacifiCorp offered one of its own sites to Bidders, which provgieral options
for bidders to consider in structuring their proposals. This is nobramon
practice in competitive bidding processes.

The Benchmark resources provided the same information requiredboddeirs.
Furthermore, the Benchmark team provided detailed back-up informatitre t

IE on the cost and operating characteristics of the benchmark cesoand
responded to all questions about the resources. The IE audited anteuatica
information and concluded that the cost and operation information was
conservative and complete and was not intended to provide a “low ball” cost
estimate. (reference: 2d — page 13)

PacifiCorp evaluated the benchmark resources consistently withotisein all
steps of the evaluation process, i.e. the Step 1, Step 2 and Step 3qgbithses
price evaluation. (reference: 2d — page 13)

The Bid evaluation models and methodologies are very appropriate fooghe
and risk analysis undertaken by PacifiCorp. In particular, the moded
methodology underlying the Step 1, Step 2 and Step 3 analysistarefdtze art
and provide very comprehensive and complete evaluation results. (cefeten-
page 13)

PacifiCorp provided the individual models and results for each proposal
underlying the Step 1 evaluation (RFP Base Model) to the IEs. Iricagdi
PacifiCorp provided very thorough and detailed evaluation reports fobabe
load options and intermediate options that allowed the IEs to easigw the
results. Conference calls were also held with the IEs to didghgssesults.
PacifiCorp provided similar documentation for the Step 2 and SteplGations,
including providing the IEs with detailed model runs. While the IEsndidhave
direct access or control over the models themselves, the leveladf mtevided

and the explanation of the results was sufficient. Thus, the |IEccdinng that we

did have access to all data, model results, input assumptions and other information
necessary to render a thorough evaluation of the quality and comgingdreess

of the process. There were no occasions where we felt Pacifi@aspnot
responsive to our requests for information. Furthermore, given theenaftuhe
models used by PacifiCorp, it was the view of the IEs that réggethat
PacifiCorp run other cases and reviewing and questioning the redultse
evaluation was more effective and timely than if the IEs gitedhto run the
models ourselves or undertake a totally independent evaluationefrefe?h —
page 13)

Merrimack Energy has concluded that the models and methodologidsates
very detailed and comprehensive, accurately accounting for @ associated
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with the evaluation. The modeling methodologies are state of thandrtare
among the most comprehensive and effective methodologies utilized time al
solicitation processes in which we have participated. Also, the individodels
used in Steps 2 and 3 of the evaluation process are standard inclodétg used
by a number of utilities. Furthermore, the price evaluation metbggols
designed as an integrated evaluation process for Steps 2 and 3 wleicts tee
impact on total system cost associated with different resoumcesportfolios
considered. (reference: 1e — page 13)

The level of documentation supporting the resource evaluation and @electi
process was very detailed and significant. The Company providedetaded
back-up documentation to the IEs during the Step 2 and Step 3 evaluations.

All bids were required to provide consistent information, including the benchmark
resource. The Term Sheet process proved to be an excellent stesuite that all
bids provided consistent information and were fairly and consistently evaluated.

The IE confirms that the negotiations between PacifiCorp and GHiRMnd
PacifiCorp and plant were conducted in a fair and consis@mer, with no
undue biases toward any bidder. PacifiCorp negotiated fairly but ssighky
throughout the negotiation process. There were no attempts on the part of
PacifiCorp or the counterparty to affect the timing of the nagiotis process
attempt to inhibit good faith negotiations. In particular, we fedit tPacifiCorp

was able to leverage the presence of the benchmark resourcegdbatee
favorable price and commercial terms with CH2MHIill for thekéaSide Il
project. In addition, PacifiCorp has secured a reduced price frorhetteand

final offer. (reference: 2j — page 13)

The blinding of the questions and answers from bidders prior to bid ssibmi

was effective in encouraging bidders to ask questions without igiegtitheir
affiliation. Approximately 120 questions were submitted and responeg&lgd

prior to suspension of the RFP and another 22 questions and answers were
submitted after resumption of the RFP.

The IRP group and quantitative analysis groups within PacifiCorp thereugh
and responsive in completing the analysis over a very shortréimef The
members of PacifiCorp’s team were generally able to prahideugh responses
and explanations of the results and basis for the analysis.

The RFP took several important steps in the right direction in mooewgrd
comparability for third-party power purchase agreements and afoservice
options. This included the allowance for indexing of capacity or aapdsts,
contract provisions designed to balance risk, the implementation tfthstage
pricing process (initial bid/best and final offer) and the redamn that contract
negotiations would address both price and non-price factors. (refelenegage
13)
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PacifiCorp made significant strides in developing a credit methodologglit
support amounts and a security posting schedule that leads to eqedliements
that are consistent with industry standards and offer some figxioi bidders.
(reference 1le — page 13)

PacifiCorp’s decision to address imputed debt impacts at theelgctisn phase
of the process rather than in the initial evaluation phasepssdive step for
encouraging third-party bidder participation and putting projects from-garty
bidders on a more equal footing with utility cost of service optginse the
application of imputed debt is not included in the bid evaluation and selecti
process. (reference le — page 13)

The information provided by the Benchmark resource options was ytotall
consistent with the information required of third-party bids.

The credit requirement issues that plagued the 2012 RFP were issua in the
All Source RFP. PacifiCorp did make adjustments in the requirefoebtdders
to provide a guaranty commitment letter from the entity providureyanty credit
assurances on behalf of the bidder and/or necessary letter dfcmennitment
letter from the financial institution providing letter of credgsurances. The All
Source RFP required that Bidders provide the guaranty commitntesmtvgthin
20 days after the Bidder is notified by the Company that the Bidds been
selected for the final short list rather than at the timesuddmission of pre-
gualification information. None of the bidders raised credit as are igs this
solicitation.

The evaluation criteria, weights, and scoring factors were gnerpplied
consistently among all bids and the benchmark. The Step 1 evaluation was
generally completed as outlined in the RFP. The price and nonguateation

and scores were completed by PacifiCorp and provided to the IESCPar
initially completed the evaluation of the base load bids and followedithptive
evaluation of the intermediate bids. In both cases, PacifiCorp provetaded
documentation of the results to the IEs. Merrimack Energy conducted a
independent assessment of the non-price scores for each of theeditge bids

and was able to verify PacifiCorp’s rankings. Since all basd lmds were
selected for the short list (in agreement with the IES) rike@ck Energy did not
complete a non-price assessment for the base load bids. (reference: 2e — page 13)

The IE was concerned at the beginning of the process that Reapifiave the
flexibility to vary the stated price range in the RFP for puepasf awarding price
points to ensure the stated balance between price and non-price scores
maintained. PacifiCorp was required to vary the range for therietiate bids to
maintain the price/non-price balance.
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As noted by the IE in comments on the 2012 RFP, the blinding of bids lbgshe
proved to be time consuming without much value to the process. The Commission
granted a waiver from blinding of bids in this solicitation. The |Esdoa believe
blinding the bids in this process would have added value. It is diffcataintain
anonymity and any attempt is a time consuming process. The ability 6C@ggi

to produce detailed output reports and the ability of the IE towethe reports

and ask questions during the evaluation process is more than adequateds addre
any bias concerns. If blinding is to occur in future solicitatiotiee IE
recommends that it be limited to questions and answers from bidders only.

While a few bidders mentioned that indexing of capacity and tayo&is has
some value, the limited application of the indices does not mesp#uific cost
components that are of most concern to bidders. Bidders expect pragest ¢
including equipment and EPC costs to continue to change, with EPC oonstract
unlikely to offer a fixed price proposal in the early stagethe bidding process.
However, the opportunity for bidders on the short list to submit admesfinal
offer allowed the bidders to firm up the costs of their projeasetl|to time of
contract negotiations. (reference: 1e — page 13)

The Transmission workshop provided by PacifiCorp with the assistahce
PacifiCorp Transmission is a valuable component of the process and prthede
opportunity for bidders to get a better perspective on transmisseT{s, costs
of interconnection, transmission constraints, and interconnection requiserment
most solicitation processes, transmission and interconnection are #@meomgst
complex and uncertain issues and PacifiCorp has taken a posikipeirst
providing information to bidders with regard to these issues.

In our view, timeframe for completing the solicitation process igasonable and
was certainly shorter than the 2012 process. While the indichaitvbest and
final offer process added a few months to the evaluation procesquétity of

the offers and the initiative taken by PacifiCorp to encourage lsiddereview

model contracts prior to negotiations was a positive. As a rdheltcontract
negotiation process was quicker and more efficient.

Our assessment of the terms and conditions of the Engineeringrétnant and
Construction contract between PacifiCorp and CH2MHill for the L3lde II

project shows a well managed balancing of risk among customeestse
Company interests, and EPC contractor interests. Consistemtinvdtistry
practices skillfully applied, the agreement is soundly structur@dthin that

structure, the risk is well managed in ways which benefit theomess of the
Company. PacifiCorp has maintained an active role in monitoringfeeaiecly

overseeing project development and construction activities. (referdmeepage
13)
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. Introduction

On December 21, 2010, Rocky Mountain Power (“Rocky Mountain Power” or
“Company”), a division of PacifiCofpsubmitted an application to the Public Service
Commission of Utah (“Commission”) for approval of a Significanteyy Resource
Decision resulting from the All Source Request for Proposals and Certificate of
Public Convenience and Necessity. In its application, the Compamgstsgthat the
Commission approve its significant energy resource decision tora@aombined cycle
combustion turbine (“CCCT”) generating plant (“CH2MHiIll Laked& 27), to be
constructed by CH2MHIill E&C, Inc. (“CH2MHIll"), as engineegnprocurement, and
construction contractor (“EPC®The Company states that the basis for this Application
is that CH2MHill Lake Side 2 is the lowest reasonable costjfyging resource resulting
from the Company’s Request for Proposals for Flexible ResouiRE®) approved by
the Commission on September 25, 2008 in Docket No. 07-035-94.

Merrimack Energy Group, Inc. (Merrimack Energy) was regdiby the Public Service
Commission of Utah to serve as the Independent Evaluator (IE)daifiCorp’s (the
Company) All Source Request for Proposals (RFPah Code Section 54-17-101
(known as the “Energy Resource Procurement Act”) requires then@simon to appoint
an Independent Evaluator to monitor any solicitation conducted bifesntea electrical
utility under this chapter.

Merrimack Energy’s involvement as Independent Evaluator, therefayantad the very
initiation of the RFP development process and continued through diralation,

selection, and negotiations of the preferred proposal(s). The mdetuactions of the
Independent Evaluator in Utah are defined in the Energy Resourcer&rent Act and
in Rule R746-420-6. As defined, the overall objective of the Independent Eraki&d

ensure the solicitation process could reasonably be expected to bw@kewlen a fair,
consistent and unbiased manner.

The Scope of Work prepared by the Commission for the Independent Bvalitt
regard to the final report identifies two specific areasssues that are required to be
addressed in the final report:

1. A detailed description of the solicitation process and the Independahtaior’s
involvement, role, observations regarding the process, conclusions about the
process, and recommendations, including:

2 Throughout this report Rocky Mountain Power, therpany and PacifiCorp are used interchangeably.

% According to the Application, the CH2MHill propdsansisted of a wet-cooled gas-fired combinedeycl
plant located at the Company’s Lake Side site mhlJwith a capacity of 637 MW and an on-line ddte o
June 1, 2014.

* Merrimack Energy was originally retained to seaseindependent Evaluator for the Company’s Request
for Proposals for Flexible Resources (“RFP”), n@ferred to as the All Source RFP
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. A detailed description of the evaluation and selection process and the
company’s approach for undertaking the evaluation and seléction;
Description of the process for evaluating and ranking bids and the
benchmark option and the reasons for evaluating and ranking bids;
Reasons and basis for selecting the winning bid or the benchmark dption;
Reasons and basis for rejecting any bids;

Description of the “watch list” issues and a discussion regardavg

these issues were addressed and resolved,;

Identification of any issues with regard to the evaluation alettsen of

bids on which the independent evaluator disagrees or has reservations
with regard to the rationale for PacifiCorp’s decision.

2. Fairness assessment of the process, including the treatmentdepahy bids
and the benchmarks, contract negotiations, and access to necefsanmgtion
and data by the Independent Evaluator. In particular, in cases avhess utility
bid or benchmark bid is considered, fairness issues involve detailethgaiit
the evaluation process to ensure the utility bid or benchmark isdrds same
as other bids. Specific issues include:

a. ldentification of the criteria which the independent evaluator wgé to
assess the fairness of the solicitation pro€ess;

b. Confirmation that the resource selected is the lowest reasonasie
option for customers taking into account all costs and risks;

. Confirmation that the solicitation was fair, equitable, and unbiased,;

. Confirmation that the benchmark option was evaluated in the same
manner as all other bids, with no inherent biases;

. Confirmation that the evaluation criteria, weights, and scorimtpifa
were applied consistently among all bids including the benchmark;
Confirmation that all bids provided consistent information and werly fai
and consistently evaluated;

. Assessment of the implication of the key contract terms andacsérs
(i.e. credit requirements, liquidated damage provisions, etc.) on the
evaluation and selection of bids;

. Confirmation that the independent evaluator had access to all tde da
models, model results, and other information necessary to render a
thorough evaluation of the quality and comprehensiveness of the process;
Documentation that the confidentiality requirements of the exchahge
information between PacifiCorp, the Independent Evaluator and the
bidders were maintained at all times;

Confirmation that negotiations between PacifiCorp and bidders were
conducted in a fair and consistent manner, with no undue biases toward
any bidder. In addition, this assessment will identify any effontghe

part of PacifiCorp or the bidder to affect the timing of the nagonh
process or attempt to inhibit good faith negotiations;

® Please see Section VI of this Report
® Please see Section VI of this Report
" Please see Section Il of this Report.
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k. Provide an overall assessment of the performance of PacifiCorp in
carrying out the solicitation process relative to the critesi@blished by
Merrimack Energy for evaluating such performafce.

Chapters V-VII address the first major task identified on tleeipus page. Chapter VIii
addresses the fairness issues and scrutiny of the solicitation process.

Merrimack Energy has been actively involved in PacifiCorp’s $durce and other
recent solicitations that have led up to the All Source solioitaprocess from the
beginning and has been involved in the RFP development process and monitering
solicitation process through participation in all major team mesticonference calls and
conversations regarding the decisions about the RFP and solicitaboasgr Our
involvement has included all stages of the solicitation process, ingl{tlj development
of the RFP; (2) receipt and evaluation/selection of proposals; anao¢8)oring contract
negotiations. The objective of this involvement has been to ensure ttesgie fair and
unbiased and provides the best deal for consumers and to raise aesnsalong the
way, if necessary, to ensure the process stays on track to meet these sbjective

For purposes of undertaking this assessment of the competitivetagiolicior RFP
process, the following issues will be addressed in this report:

1. An overview of the competitive bidding requirements in Utah which serve
to guide the implementation of the bidding process;

. A list and description of the Scope of Work of the Independent Evaluator
as well as the actual activities undertaken by the IE velat the tasks
included in the Utah statutes;

. A list of the criteria relied upon by the IE to assess théopaance of
PacifiCorp during the solicitation process;

Background to the regulatory decisions and processes leading up to
request for approval of the selected resource.

. A brief description of the contents of the RFP document, including the
objectives of the RFP, requirements of the bidders, the proposed
evaluation process, Code of Conduct and other information. This
information is included for reference purposes with regard to the
discussion of PacifiCorp’s performance;

. A brief description of the activities undertaken by the IE ahesiage of
the solicitation process;

8 Please see Section VIII of this Report
° It is important to note that the Company was wtiely responsible for all final decisions. The IE
provided observations or input to the Company, C@ssion and Division as required.
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7. Description and assessment of the entire competitive sobeitatiocess
including preparation for receipt of bids, bid evaluation and selection
process for establishing the conditional shortlist of preferred prigpasd
the initial negotiation process to address conditions associateccadth
short listed proposal;

Description of the contract negotiation process including an assetsf

the effectiveness of the negotiation process with the award group of
bidder(s) as well as a risk assessment of the contract proviemuoded

in the final contract between PacifiCorp and the project sponsors;

. Assessment of PacifiCorp’s performance in managing and impterge
the process relative to the requirements outlined in the Utaluriéroent
Rules, key criteria for a fair and equitable solicitation precasd lessons
learned from the process;

10. Conclusions and recommendations for improving the competitive bidding
process.
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[I. Competitive Bidding Requirements in Utah

Utah Code Section 54-17-101, known as the Energy Resource Procurem¢p®0mt
requires that an affected electric utility seeking to acqaireconstruct a significant
energy resource” shall conduct a solicitation process that is approved by the
Commission. The Commission shall determine whether the solicifatomess complies
with this chapter and whether it is in the public interdghtainto consideration whether

it will most likely result in the acquisition, production, and delwef electricity at the
lowest reasonable cost to the retail customers of an affdetetdeutility located in the
state.

Rule R746-420 outlines in detail the requirements of a solicitation $gaci¢h regard to
implementation of the Energy Resource Procurement Act. Among wmhees, Rule
R746-420 provides general provisions regarding the filing requiremeritsefaoliciting
utility in seeking approval of the solicitation, a descriptionhaf solicitation process and
associated requirements, and the roles and responsibilities of aeriddap Evaluator to
oversee the solicitation process.

This Section of the Report will address three major issues. $tibrs@ will provide a
summary of the solicitation requirements in Utah as a measstiifig the stage for a
discussion of whether PacifiCorp effectively met the requiremeintee Utah statutes.
Sub-section B provides an overview of the required role of the Indepefdanator in
the process. Sub-section C identifies Merrimack Energy’srierittor an effective
competitive procurement process based on our involvement in a numhenpétdive
procurement processes throughout the US and Canada. These wiltes&xrve as the
basis for evaluating the performance of PacifiCorp in developing, gmanaand
implementing the solicitation process from initiation of the RRB @elated documents
through the negotiation of the final contract with the selected bidder.

A. Solicitation Requirements in Utah

The specific requirements for the solicitation process are intludsection R746-420-3
of the Rules. The key provisions by topic area in the rulesuanenarized below. In our
assessment of PacifiCorp’s solicitation process, adherence ¢orémgsrements will be a
focus of our discussion.

(1) General Objectives and Requirements of the Solicitation Process
* The solicitation process must be fair, reasonable and in the public
interest
Be designed to lead to acquisition of electricity at the lowest
reasonable cost to retail customers in the state
Consider long and short term impacts, risk, reliability, financial
impacts on the utility, and other relevant factors

10 A significant energy resource is defined as aussothat consists of a total of 200 MW or mor@eiv
generating capacity that has a dependable liferobt more years.
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Be designed to solicit a robust set of bids

Be sufficiently flexible

Be timely in the sense of ensuring adequate time is allotted to
undertake the analysis and secure the resources

(2) Screening Criteria — Screening in a solicitation process

* Develop and utilize screening and evaluation criteria, ranking
factors and evaluation methodologies that are reasonably designed
to ensure that the Solicitation Process is fair, reasonable diné in
public interest in consultation with the IE and Division. Initial
screening criteria can include cost to ratepayers, credit
requirements, transmission impacts, impacts of direct and idferre
debt and environmental impacts, among other factors.
In developing the screening and evaluation criteria, the utility shal
consider the assumptions in the utility’s most recent IRP.

* The utility may consider non-conforming bids

(3) Screening Criteria — Reguest for Qualification and Request for Proposals
* The soliciting utility may utilize a Request for Qualificats

(RFQ) process
The IE will provide each eligible bidder a bid number when the
utility, in consultation with the IE has determined the bidder has
met the criteria under the RFQ
Reasonable criteria for the RFQ could include such factors as
credit requirements, non-performance risk, technical experience,
and financial feasibility

(4) Disclosures — Benchmark Option

» Identify whether the Benchmark is an owned option or a purchase
option
If the option is an owned option, provide a detailed description of
the facility, including operating and dispatch characteristics
Assurance from the utility that the Benchmark Option will be
validated by the IE and that no changes to any aspects of the
Benchmark option will be permitted after the validation of the
benchmark option by the IE
Assurances that non-blinded personnel will not share any non-
blinded information about the bidders.

(5) Disclosures — Evaluation Methodology
» The solicitation shall include a clear and complete description and
explanation of the methodologies to be used in the evaluation and
ranking of bids including all evaluation procedures, factors and
weights, credit requirements, proforma contracts, and solicitation
schedule
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(6) Disclosures — Independent Evaluator
» The solicitation should describe the role of the IE consistetht wit
Section 54-17-203 including an explanation of the role, contact
information and directions for potential bidders to contact the IE
with questions, comments, information and suggestions.

(7) General Requirements

* The solicitation must clearly describe the nature and relevant
attributes of the requested resources
Identify the amounts and types of resources requested, timing of
deliveries, pricing options, acceptable delivery points, price and
non-price factors and weights, credit and security requirements,
transmission constraints, etc.
Utilize an evaluation methodology for resources of different types
and lengths which is fair, reasonable and in the public intenest a
which is validated by the IE
Impose credit requirements and other bidding requirements that are
non-discriminatory, fair, reasonable and in the public interest
Permit a range of commercially reasonable alternativestisfys
credit and security requirements
Permit and encourage negotiation with short-listed bidders to
balance increased value and risk
Provide reasonable protection for confidential information

(8) Process Requirements for a Benchmark Option
* Evaluation team may not be members of the Bid team or

communicate with the Bid team about the solicitation process
The names and titles of each member of the Bid team, non-
blinded personnel, and Evaluation team shall be provided to the
IE
The Evaluation team shall have no direct or indirect
communication with any bidder other than through the IE until
such time as a final short list is selected by the Soliciting Utility
Each team member must agree to all restriction and conditions
contained in the Commission rules
All relevant costs and characteristics of the Benchmark option
must be audited and validated by the IE prior to receiving any of
the bids
All bids must be considered and evaluated against the
Benchmark option on a fair and comparable basis
Environmental risks and weight factors must be applied
consistently and comparably to all bid responses and the
benchmark option

(9) Issuance of a Solicitation
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The utility shall issue the solicitation promptly after
Commission approval

Bids shall be submitted directly to the IE

The utility shall hold a pre-bid conference

(10) Evaluation of Bids

» The IE shall blind all bids and supply blinded bids to the utility
and Division
The utility shall provide all data, models, materials and other
information used in developing the solicitation, preparing the
Benchmark option, or screening, evaluating or selecting bids to
the IE and the Division staff
The IE shall pursue a reasonable combination of auditing the
utility’s evaluation and conducting its own independent
evaluation, in consultation with the Division.
Communications with bidders should occur through the IE on a
confidential or blinded basis
The IE shall have access to all information and resources
utilized by the utility in conducting its analyses. The utility
shall provide the IE with access to documents, data, and
models utilized by the utility in its analyses
The IE shall monitor any negotiations with short listed bidders
The Division and IE may ask the PacifiCorp Transmission
group to conduct reasonable and necessary transmission
analyses concerning bids received.

B. Role of the Independent Evaluator

The Scope of Work for the IE is presented in several documents inclinirfgequest

for Proposals for Consulting Services for the IE issued by the @ssiom, Utah statutes
(Section 54-17-101 and Rule R746-420), and Attachment 4 (Role and Function of the
Independent Evaluator and Communication Protocols) in the All Souree Rfe scope

of work for the assignment requires the Independent EvaluatotqIgrticipate in all

three phases of the solicitation process: (1) Solicitation paggzoval; (2) Solicitation
process bid monitoring and evaluation and (3) Energy resource decision &pprova
process. The specific tasks for the Independent Evaluator under eaeh gihtse
solicitation process are listed below. The specific tasks odtinele the activities of the
Independent Evaluator throughout the solicitation process.

1. Requirements Outlined for the IE
The requirements of the IE are summarized below for each stage of the process

a. Solicitation Process Approval
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Review PacifiCorp’s proposed solicitation process to assurdl imast likely
result in the acquisition, production, and delivery of electricitythat lowest
reasonable cost to PacifiCorp’s retail customers taking into aenagion long-
term and short-term impacts, risk, reliability and the finanampacts on
PacifiCorp.

Review PacifiCorp’s proposed solicitation process to assure thHeagea
criteria, methods and computer models are sufficient to evaluateettelhmark
option and prospective bids in a manner that is fair, unbiased and comptrable
the extent practicable, and that the evaluation tools will becgirffito determine
the best alternative for PacifiCorp’s retail customers.

Review the adequacy, accuracy and completeness of all proposethtswiici
materials including bid evaluation templates, bidding documents (i.e. R&P,
Form or Response Package, and the proposed Contracts), disclosakatieav
criteria (including financial and credit requirements), methoad modeling
methodology to ensure the process is fair, equitable and consistent.

Review, evaluate and audit the benchmark options cost assumptions and
calculations and the proposal for disclosing information about the bankhm
potential bidders.

Review and validate the adequacy and reasonableness of the pro@bsatioav
methods, any computer models used to screen and rank bids fronsargehing

to final resource selection (including spreadsheet screening maels
production cost models), and input assumptions. This task requires amasgess
of the extent to which the evaluation methods and models are consiient
accepted industry standards and/or practices and the appropriaténasy
adjustments made for debt imputation are assessed. Provide inpuStdititeng
Utility on the development of screening and evaluation criteria esadiuation
methodologies.

Provide a written evaluation including recommendations to the Canomis
regarding the results of the above tasks. Include recommendationsroxadmb
the proposed solicitation or modifications required for approval andabesdor
recommendations.

Testify before the Commission regarding approval of the proposedasalit if
necessary.

b. Solicitation Process Bid Monitoring and Evaluation
1. Monitor, observe, validate and offer feedback to the Soliciting tyjtithe
Commission, and the Division of Public Utilities on all aspecthefsolicitation

process, including: (1) content of the Solicitation; (2) communicati@mtaeen
bidders and PacifiCorp; (3) evaluation and ranking of bid responsesjddijse
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of the “short list” of bidders; (5) post-bid negotiations between disvrbidders

and PacifiCorp; (6) ranking of the final list of alternatived; gelection of energy
resource(s); and (8) negotiations of the proposed contracts witlessiidc
bidders.

Provide input to the Soliciting Utility on: (1) the development oéescing and
evaluation criteria, ranking factors and evaluation methodologies toeettse
solicitation process is fair, reasonable and in the public inte(@3t the
development of initial screening and evaluation criteria that take
consideration the assumptions included in the most recent IRP; (3hewnreet
bidder has met the criteria specified in any RFQ and whethejdct or accept
non-conforming RFQ responses; (4) whether and when data and information
should be distributed to bidders to facilitate a fair and reasonabh@atitive
bidding process; (5) negotiation of proposed contracts with successfulsyidde
and (6) other matters as directed by the Commission.

Participate in the pre-bid conferences.
Following the pre-bid conference, and before the bids are due salstatus

report to the Commission and the Division noting any unresolved issues tha
could impair the equity or appropriateness of the solicitation process.

. Facilitate and monitor communications between the SolicitingityJtdnd
Bidders.

Review and validate the assumptions and calculations of any Benchmark options.

. Analyze the Benchmark option for reasonableness and consistencyhwith t
Solicitation Process.

Participate in the receipt of bids and “blind” bid responses.
Establish a webpage for information exchange between bidders and PacifiCorp.

. Monitor all communications with bidders after receipt of bids andtizipns
conducted by PacifiCorp and any bidders. Communications between dirgplici
Utility and potential or actual bidders shall be conducted througim dhe
presence of the Independent Evaluator.

. Audit the evaluation process and validate that evaluation crit@edhods,
models and other solicitation processes have been applied as approtrexl by
Commission and consistently and appropriately applied to all bids. felhid
evaluations to verify that assumptions, inputs, outputs and resultpagaate
and reasonable.
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12. Advise the Commission, Division and PacifiCorp at all stages gbrtheess of
any issue that might reasonably be construed to affect thgriipteof the
solicitation process and provide PacifiCorp an opportunity to remedgetieet
identified.

13. Periodically submit written status reports to the Commission ansidh on the
solicitation as directed by the Commission or as the IE deems appropriate.

14. File a report with the Commission and Division detailing the mettwodsesults
of PacifiCorp’s initial screening evaluation of all bids. Includ#eacription of the
bids, selection criteria, and provide the basis for the selectitimea$hort-listed
bids and rationale for eliminating bids.

Also, upon advance notice to the Soliciting Utility, the IE may conhthetings with
intervenors during the Solicitation Process to the extent deternmiayedhe

Independent Evaluator or as directed by the Commission. The IEag@mtlocument
all substantive correspondence and communications with the Soliciting dhtityhe
bidders.

c. Participation in the Energy Resource Decision Approval Process

1. File a detailed Final Report (confidential and public versiongh the
Commission and provide a copy to the Division as soon as possible fajltihnea

completion of the Solicitation Process. The Final Report shall inéodl/ses of
the Solicitation, the Solicitation Process, the Soliciting Widitevaluation and
selection of bids and resources, the final results, and whetherelbeted
resources are in the public interest.

Participate in any Utah technical conferences relatethdoEnergy Resource
Decision Approval Process.

Participate in and testify at Commission hearings on approvheddiicitation
process and/or approval of a Significant Energy Resource Decision.

Merrimack Energy performed all these functions as IE inphi€ess. Examples of the
specific functions undertaken by Merrimack Energy are descriliththvihe Report for
each of the phases of the solicitation process. This Report isndleReport required of
the IE as described above.

C. Criteria for an Effective Competitive Solicitation Process

Based on Merrimack Energy’s experience with competitive biddiragesses and
observations regarding such processes, the key areas of inquinhendderlying

principles used by Merrimack Energy to evaluate this soliciigbrocess includes the
following:
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Were the solicitation targets, principles and objectives clearly defined?
Did the solicitation process result in competitive benefits for customers?

Was the solicitation process designed to encourage broad padicifram
potential bidders?

Did PacifiCorp implement adequate outreach initiatives to encoarsigmificant
response from bidders?

Was the solicitation process consistent, fair and equitable, doemsiee and
unbiased to all bidders?

Were the bid evaluation and selection process and criteria rbBstraasparent
such that bidders would have a reasonable indication as to how they leould
evaluated and selected?

Did the evaluation methodology reasonably identify how quantitative and
gualitative measures would be considered and applied?

Did the Solicitation Documents describe the bidding guidelines bithéing
requirements to guide bidders in preparing and submitting their propasdlthe
bid evaluation and selection criteria.

Did the utility adequately document the results of the evaluatmhselection
process?

10. Did the solicitation process include thorough, consistent and acifcateation
on which to evaluate bids, a consistent and equitable evaluation process,
documentation of decisions, and guidelines for undertaking the solicitation
process.

11. Did the solicitation process ensure that the Power Contractsdesigned to
minimize risk to the utility customers while ensuring that prigjeselected can be
reasonably financed.

12.Did the solicitation process incorporate the unique aspects aftithig system
and the preferences and requirements of the utility and its customers.
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lll. Background to the All Source Competitive Procuement Process

Based on the “twists and turns” the All Source RFP process dilasvéd, a brief
background on the regulatory decisions and history of the process isiquoto
understand the evolution of the solicitations and establish an overall perspective.

On December 21, 2007, pursuant to Utah Code Annotated 54-17-101, et. seqy, Energ
Resource Procurement Act and Commission Rules R746-420 et. seqCd?pciby and
through its Rocky Mountain Power Division (“Company”) filed gopkcation to the
Public Service Commission of Utah (“Commission”) for purposes ehmg a docket

for the approval of a solicitation process for a flexible resolmcthe 2012 to 2017 time
period (*2012-2017 RFP”), for appointment of Merrimack Energy as thepématent
Evaluator for the solicitation process, and for approval of the acquisifia significant
energy resource. In its initial application, the Company algoested the Commission
grant expedited review of the 2012-2017 RFP, and authorize the Compaegito b
working with the IE on the 2012-2017 RFP. The Company stated that the All Source RFP
is a direct outgrowth of the 2012 RFP. During the evaluation stage @DilieRFP, the
Company filed a request to amend the 2012 RFP to permit the inchisiew Company
benchmark resources to replace coal-based benchmark options, afwatingpidly
changing industry conditions had undermined the continuing viability of the RBPZ
benchmark options.

On February 15, 2008, the Company filed a notice and application to thei€amrior
approval of the solicitation and solicitation process contained in timep&uy’s Draft
2008 All Source Request for Proposals (“All Source RFP”) to acguioenstruct up to
2,000 megawatts of resources for calendar years 2012 to 2016. Commenfdeddy
interveners in March 2008. On April 11, 2008, the IE filed the Report dhttependent
Evaluator regarding PacifiCorp’s All Source Request for Propo&adply comments
were filed in April. On May 1, 2008 a hearing was conducted & bemments on the
April 25, 2008 version of the All Source RFP.

The Company represented that the All Source RFP will solidg ta fulfill a portion of
the capacity and energy resource needs identified by the Conmptirey2007 IRP. The
Company cites a resource deficit ranging from 2,446 MW in 2012 to 8/W1in 2016,

assuming a 12 percent planning margin.

The Company proposed several benchmark resource options for th@ukeSRFP
including the following: (1) Currant Creek 2, a natural gas-ficethbined cycle unit
rated at 535 to 700 MW; (2) Lake Side 2, a natural gas-fired combirmsl wyit with a
rated capacity of 550 to 580 MW; (3) three to seven advanced naasrfired simple
cycle combustion turbines at one or more locations ranging from 250290 MW
per location.

At the hearing, outstanding issues were raised for Commissiosideoation and

determination as to whether the Commission should approve, suggest modgita, or
reject the April 25, 2008 version of the All Source RFP. The Conmwnisgssued its
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Suggested Modifications and Order on May 23, 2008. The issues addressdw and t
Commission decisions regarding each issue as stated in the Order are diéstoNve

Credit — PacifiCorp has made improvements to the credit requirementstieom
2012 RFP based on experience with the RFP, including requiring a taemhi

letter after selection of the final short list and establiskirglit requirements for

different resource categories. The Commission agreed taedé cequirements

suggested by the IE.

Indexing — The Commission agreed with the Company that the Company’'s
proposal to include the option for bidders to index up to 40 percent of caystal ¢
with flexibility regarding alternate indices to be used, provideseasonable
balance between bidder flexibility and customer risk;

Resource Eligibility — The Commission concluded that the RFP must subject any
coal bids to the full evaluation process in order to determine optimal leashdost a
least risk resources;

Proposal Options — The Commission agreed with the Company proposal to
allow bidders to submit multiple options under a specified fee staics a
means of encouraging as many options as possible;

Price and Non-Price Evaluation — The Commission agreed with the IEs
proposal to allow flexibility to adjust the pre-specified pricegaaincluded in the

RFP for evaluating the price scores of bids in Step 1. The Cxsmam also
agreed with that the benchmarks should be included in tleegmatuation

step in order to have a consistent evaluation of bids and benchmarks throughout
the process;

CO2 Risk Allocation — Commission agreed with the IE that if a bidder wishes to
offer a bid in which it proposes to assume all or a portiofm@fcbst associated
with potential future regulation of CO2 emissions, it may do so ial@nnative
bid;

Economic Evaluation Models and Methodologiess Commission directed the
Company, IE and interested parties to develop a workgroup to revidwnalke
recommendations regarding the Company’s criteria for seipthia resources
from the highest performing portfolios that will advance to the disirand to
report to the Commission on these issues.

Comparability — The Commission concurred with the IE that adequate measures
can be employed in the All Source RFP to address comparalslitysdetween
bids and benchmarks, including adding increased flexibility regandéchges that

can be used; increase the number of alternative bids that can bétetibatiow
bidders to provide alternative bids which exclude security costsiegite bids

and benchmarks to be evaluated in all steps of the evaluation process.
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Blinding of Bids — Based on comments in this case, the Commission granted a
waiver of the requirements in R746-420-3 to specifically blind Bdshe All
Source RFP.

On September 25, 2008, the Commission approved the revised All SourddedR#y
the Company on August 5, 2008 subject to editing changes.

On October 2, 2008, PacifiCorp issued the All Source RFP to the naréateceived
bidder’s proposals on December 16, 2008.

On February 26, 2009, pursuant to UAC R746-100-3.A.1.a and R746-420-1(4)(c), the
Company filed a motion requesting the Commission approve suspension éil the
Source RFP on an expedited basis, indicating the Company had deteiimias not in

the best interests of customers to proceed with the All SourBeaRthat time in light of
changes in economic and market conditions. The motion further redjubatebidders
should be allowed to either withdraw their bids or leave bids penditigeaSompany
continued to assess the market over the next six to eight monthspr®16,A2009, the
Commission approved suspension of the All Source RFP subject to conditions.

On October 6, 2009, the Company filed a notice of intent to resume ltisoudtice RFP
and request for approval of an updated schedule for the solicitationsgrotie
Company listed other changes to the All Source RFP that itdwiké to make to the
approved RFP and argues that these changes are immaterial afméh@éo not warrant
approval by the Commission. The changes included a proposed schedule amgea@ha
the benchmark resources to now include only benchmark at the Laksi®idi.e. Lake
Side 2). On October 19, 2009, the Division, IE, and Office of Consumerc8erfiied
comments and recommendations. The IE and Division raised several vatueegard
to the proposed schedule, notably to reduce the timeframe for corgpled evaluation
and negotiations.

The All Source RFP was subsequently reissued to the market ombercg2, 2009 and
sought up to 1,500 MW of cost-effective resources consisting of basarltad)ediate
load, and summer peak resources to meet the Company’s systaonphsiing calendar
years 2014 to 2016.

Section VI of this report describes in detail the time dssociated with the bid receipt,
bid evaluation and selection process, through contract negotiations.
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IV. Key Provisions of the All Source RFP

The key provisions of the RFP document and solicitation processaidgu in Exhibit
1 below. The summary information is provided for reference purposeagdthie
discussion of the solicitation process and to set the stage foasessment of the
solicitation. As previously noted, the All Source RFP has evolved fnemprevious 2008
and 2012 RFPs and includes a few revisions which reflect lessonsddaom previous
procurement processes. In addition, several of the revisions rdfeedflay 23, 2008
Commission’s Suggested Modifications and Order.

Exhibit 1
Provisions of the All Source RFP

RFP Characteristics All Source RFP Provisions

Resource PacifiCorp is seeking up to 1,500 MW of cost-effective
Requirements resources consisting of Base Load, Intermediate Load and
Summer Peak resources to meet the Company’s System
position during calendar years 2014 to 2016.

Resource Timing PacifiCorp is seeking resources with an in-service date o
either June 1, 2014, June 1, 2015 and/or June 1, 2016.
Eligibility This RFP is focused on system-wide, east and west contro
area, energy and capacity generation which is capable of
delivering energy and capacity in or to the Company’s
Network Transmission system. All energy and capacity
resources must provide unit contingent or firm resource
capacity and associated energy scheduled incremental to
company'’s existing capacity and energy resources and
available for dispatch or scheduling by June 1, 2015, June
2015 and/or June 1, 2016.

Resource Alternatives  Resource Alternatives include: (1) Power Pursgessment
(PPA); (2) Tolling Service Agreement (TSA); (3) Asset
Purchase and Sale Agreement (PacifiCorp sites); (4) Asse
Purchase and Sale Agreement (Bidder site); (5) Purchase of an
Existing Facility; (6) Purchase of a Portion of a facility joint|y
owned or operated by the Company; (7) Restructuring of an
Existing PPA or Exchange Agreement as well as three
exceptions; (8a) Load Curtailment; (8b) QF; (8c) Eligible
Renewable Resource.

Bid Alternatives Bidders are allowed to offer a base proposal and up to tw:
alternatives, including index options, for the same bid fee.
Bidders are also allowed to offer additional alternatives as
follows: (1) fourth through sixth additional alternatives at a
of $1,000 each, (2) seventh alternative at a fee of $2,000 &
(3) the eighth alternative at a fee of $3,000. Alternatives ar|
limited to different bid sizes, contract terms, water cooling

Merrimack Energy Group, Inc. 26




technology, in-service date and/or pricing structures.

Bidding Process

The Company will conduct a three stage solicitation proc
In the first stage, the bidder must submit the Intent to Bid
Form, which includes Appendices A and B. In the second
stage, bidders are required to submit their proposals and
respond to the requirements for the type of resource altern
they are proposing. All bidders must submit the Form 1
Pricing Input Sheets. PacifiCorp will rely upon the informat
submitted by bidders to select a short list. In stage 3, bids
which qualify for the initial short list will be required to
provide their best and final pricing, with the requirement th
the price bid must be within 10% of the bidders original bid
selected in the initial short list.

ative

Utility Bid Options

PacifiCorp proposed one Benchmark resource option, which is

a gas-fired combined cycle unit at the Lake Side site.

Price Evaluation
Process

PacifiCorp proposed a multi-step price evaluation process
those bids which are pre-qualified and are eligible to subm
proposal. In the first step (Step 1), all bids will be evaluatec
using the RFP Base Model. Price will account for a 70%
weight. The comparison metric will be the projected net
present value revenue requirement per kW month. Bids wi
price less than 60% of the adjusted price projection will
receive all the points (70%); Bids with a price greater than
140% of the adjusted price projection will receive 0%; Bids
with a price greater than 60% but less than 140% of the
adjusted price will be awarded percentages based on lineg
interpolation.

The results from Step 1 (price and non-price evaluation) w
determine a short list of bids. Short listed bidders will then
subject to Step 2 of the price evaluation (development of
optimized portfolios under various assumptions for future
emission expense levels and market prices). In Step 3,
stochastic and deterministic analyses will be performed on
each optimized portfolio in order to identify the resources i
the highest performing (least cost adjusted for risk) portfoli

for
it a
)

Non-Price Evaluation

In Step 1 of the evaluation process, price and non-price
weights are combined to select the short list within each
resource Category. The non-price characteristics include
Development Feasibility/Risk, Site Control and Permitting,
and Operational Viability/Risk Impacts

Detailed Evaluation

PacifiCorp intends to subject the short listed bidders to a
detailed price/risk evaluation in three remaining steps. In S
2 PacifiCorp will use Ventyx System Optimizer (previously
the CEM model) to develop optimized portfolios under vari
assumptions for future emission levels and market prices.
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Step 3a, PacifiCorp will use the PaR model in stochastic m
to develop expected Present Value Revenue Requirement
(PVRR) and tail risk PVRR measures for the optimal

portfolios developed from Step 2. In Step 3b, PacifiCorp w
subject the optimal portfolios to a more in-depth determinis
dispatch model using CEM with each portfolio being asses
for each of the future scenarios described in Step 2 above

Il
tic
sed

Final Selections

After completing the formal evaluation process, but befor
making the final resource selections to be submitted for
approval or acknowledgement, the Company will take into
consideration, in consultation with the IEs, certain other
factors that are not expressly or adequately factored into tk
formal evaluation process, but that are required by applica
law or Commission order to be considered, including any
reasonable risk mitigation measures offered by a bidder.

ne

Contract Negotiation
Process

The RFP states that the Company will further negotiate all
terms and conditions during post-bid negotiations. The
Company will continually update its economic and risk
evaluation until a definitive agreement acceptable to the
Company in its sole and absolute discretion is executed by
both parties. The Company will allow Bidders to negotiate
final contract terms that are different from the Proforma
Agreements.

Pricing Mechanism

Bidders are allowed to index their capacity price ardlcap
cost to variable indices. Bidders must provide a minimum ¢
60% of the capacity charge or capital cost as fixed and ma
index 40%. A maximum of up to 25% may be indexed to th
Consumer Price Index and 15% to the PPl — Metals and M
Products. The bidders will be allowed to index from the tim
of bid submission or contract execution until the earlier of t
time the Bidder executes the EPC Agreement or the Bidde
achieves project financing.

Credit Requirements

PacifiCorp provides Attachment 21: Credit Methodology,
which provides a detailed description of PacifiCorp’s credit
methodology.

In addition, Appendix B provides bidder credit information
and a credit matrix. Bidders are advised to utilize the credi
matrix to determine the estimated amount of credit assurar
required based on the resource alternative bid and whethe
not the bid is asset backed. In addition, security amounts
established by credit rating and bid size.

Transmission

The Company is interested in resources that are capable
delivery into or in a portion of the Company’s network

transmission system in PACE. Specific delivery points of

Merrimack Energy Group, Inc.




primary interest to PacifiCorp are identified. Bidders will be
100% of the costs to interconnect to PacifiCorp’s transmiss
system. Bidders are responsible for any costs on third part
transmission systems necessary to deliver the power to thg
PacifiCorp system.

Attachment 13 is included which provides proxy costs to
integrate resources into the system.

ar

Accounting Issues

With respect to Variable Interest Entity traariee
Company is unwilling to be subject to accounting or tax
treatment that results from VIE treatment.

Bids that result in VIE treatment will be rejected after they
given an opportunity to provide an alternate structure that
not trigger a VIE, which will be subject to consultation with
the IEs. To the extent that PacifiCorp rejects a proposal
submitted in this RFP because it triggers VIE treatment,
PacifiCorp shall provide documentation to the IEs justifying
the basis for the decision.

are
loes

Imputed Debt

PacifiCorp will not take into account potential costs to the
Company associated with direct or inferred debt as part of
economic analysis in the initial or final shortlist evaluation.
The Company may take imputed debt costs into account w
seeking acknowledgement or cost recovery for the resourg
selected. The Company will bear the burden to demonstra
the satisfaction of its regulators the validity, magnitude ang
impacts of any such projected costs. At the request of eac
Commission (Utah and Oregon) PacifiCorp will be requireg
obtain a written advisory opinion from a rating agency to
substantiate the utility’s analysis and final decision regardi
direct or inferred debt.

X
1 to

Code of Conduct

A Code of Conduct is included as Attachment 20 to the R
PacifiCorp committed to abide by a self-imposed Code of
Conduct that will govern intra-company business relationsl
These relationships and the team structures and responsik
are described in the RFP. Chart 3 in the RFP describes the
functions. Effectively, PacifiCorp established three teams:
Evaluation Team; (2) RFQ Team; and (3) Benchmark Teatr
Evaluation team members are classified into Blinded and |
Blinded personnel. Non-blinded personnel include Credit a
Legal and Risk. Other team members are blinded and are
required to abide by the Code of Conduct with regard to
blinding and sharing information with other teams.

nips.
ilities

nY

1)
m.
Non-
nd

Role of the IE

Attachment 4 to the RFP describes the role of the IE in th
process. The RFP clearly stated that all proposals should |
submitted to the IEs.
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Information Required | The RFP contains a matrix that identifies the information
of Bidders requirements for each resource alternative. All bidders wer
required to submit Form 1 Pricing Input Sheet. The other
information required was based on the type of eligible resq
alternative proposed.

Schedule A schedule is provided in the RFP which includes project
dates for the entire process. According to the RFP, the
evaluation was to be complete within 10 months of issuang
the RFP and contract negotiations complete within 13 mon
from issuance.

Contracts Provided The RFP document included a Power Purchase Agreem
Tolling Service Agreement, Asset Purchase and Sale
Agreement, Lake Side APSA Rights and Facilities.

Other Documents The RFP also contained detailed information requested f
each type of resource alternative bid, Credit Methodology,
Code of Conduct, Role of the Independent Evaluator, Credi
Commitment Letter, Pricing Input Sheet, Permitting and
Construction Milestones, and other related documents.

The summary information from the RFP listed above will be eefs#d as required
through the remainder of the report.
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V. Activities Undertaken by the IE During the Soliatation Process

This chapter provides a summary identification of the specskstandertaken by the IE
during the solicitation process. These activities are presemtezhth of the three stages
of the solicitation process: (1) Solicitation process developmentappcbval; (2) Bid
evaluation and selection process; and (3) contract negotiations.

A. Activities Undertaken by Merrimack Energy

1. Solicitation Process Approval

During the solicitation development phase, Merrimack Energy peated in the
technical and stakeholders conferences and conducted calls and meetthg
Commission and Division staff, Company personnel, and other interesttes pa
discuss RFP design issues. Merrimack Energy prepared ampgut as required on the
draft RFP and solicitation process that was filed with the Cigsiam on April 11, 2008
and which served as a basis for suggesting changes to the RFP.

Merrimack Energy staff also participated in the Commissiomitngs dealing with the
RFP design issues raised by the parties and provided commerggenal ®f the major
issues. Merrimack Energy staff participated in the workshopherbid evaluation and
pricing methodology and submitted comments. Merrimack Energy alsicipatied in

the RFP Bid Conference and the Technical Conference organized esehted for
bidders by PacifiCorp Transmission at the suggestion of Merrimack Energy.

Also, questions and answers with bidders were distributed through MekriEnergy’s

website. Merrimack Energy received over 140 questions via its t@edistl posted the
responses for bidders. We also posted other documents associatéiteWwRFRP on the
website as well.

2. Solicitation Process Bid Monitoring and Evaluation

This stage of the process began with the issuance of the RFfrallyign August 2,
2008 and after the suspension of the RFP, again on December 2, 2009.

Merrimack Energy participated in several conference calls thie benchmark team at
PacifiCorp Energy to review and discuss the benchmark resourcgeneral, the IE
reviewed the information submitted by PacifiCorp Energy on thectbwark bid and
submitted a list of questions for discussions. PacifiCorp Energydadvboth written
and verbal responses to the IE. For the All Source RFP, the IE prepared spatalaon
the benchmark resources; one based on the initial proposals of the béndsoarces
during the initial RFP process in 2008, another report on the singlérharicresource
in February 2010 and a third report based on the benchmark resources bisaland
offer.
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The IE also participated in several conference calls witlifieag and the Oregon IEs
to discuss the bid evaluation assumptions, address questions of the IE gasthe
transportation and gas supply options for each proposal, and issues elatediring
consistency between the costs included for both the benchmark and other bids.

Once the bids were received, Merrimack Energy reviewed the pitepasdermined
whether the proposals met eligibility and threshold requirements, asphrpd a
summary of the bids. The summary was submitted to the Divisio€anmunission. We
also reviewed all the proposals and participated in conference wah bidders to
develop a “term sheet” of project information designed to ass@ti®arp to develop
complete and consistent information on which to model and evaluate eachahropos
Merrimack Energy and the Oregon IEs also participated in lawgdd a disgruntled
bidder who asked for a call with the IEs to address the biddeestions about bid
eligibility.

Merrimack Energy also prepared monthly status reports on the bidagwal and
selection process and provided the reports to the Commission andbDstaff. For the
All Source RFP, the monthly status reports were initiated just pw receipt of bids,
addressed any key issues in the process, and focused on the bidavalgtselection
process. We were also actively involved in discussions with the Comgdaout its
decision to suspend the original 2008 solicitation process.

Merrimack Energy also undertook a detailed review and asse$f the quantitative
evaluations undertaken by PacifiCorp as the basis for selectidre afhort list during

Step 1 of the evaluation process based on the RFP base madel f&seach bid.

PacifiCorp also sent detailed presentations of the results 8tejpel evaluation to the IE
and held conference calls with the IEs to discuss the result$ETdgreed with the short
list selection proposed by PacifiCorp.

The IE reviewed the best and final offers of short listed biddedspaepared a status
report outlining the original and updated best and final pricing by $&ktetd bidders.
The IE also reviewed the Step 2 and Step 3 evaluation results tgenkeyaPacifiCorp
and participated in several conference calls to discuss the results.

3. Monitor Contract Negotiations

Subsequent to the selection of the short list of three projectdh@edenchmark, the
CH2MHill proposal at Lake Side, and the prospective sale of thérexis project by
), the Company held follow-up discussions with each of the shatl Imtiders, with the
objective of addressing outstanding issues associated with eaclct.profe |E

participated in select contract negotiation sessions and revieledinformation

exchanged by PacifiCorp and each counterparty. Merrimack Enezggred brief status
reports for the Commission and Division on the status of the shoeviduation and
contract negotiation process during this phase of the process.
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VI. Description of the Bid Receipt, Evaluation andSelection Process

This section of the Report provides an assessment of the evalaatigelection process
for the All Source RFP, including the period from release oRRE in December 2009
to selection of the final short list in December 2010. This @edlso discusses the due
diligence and contract negotiations activities as they afiegit $hort list selection. Much
of the information in this section of the report is from the repavipusly prepared by
Merrimack Energy on the bid evaluation and selection procegkee@riEvaluation and
Selection of the Final Short List PacifiCorp All Source Reqdestroposal” (“Short
List Report). This report was filed by the IE and posted in both Dd¢B®H7-035-94 and
Docket No. 10-035-126. In addition, we have included updated information and analysi
prepared by PacifiCorp and submitted to the IE up through January 23, 20&4.0
the information contained in the above report is repeated in ffostt® ensure complete
information on the solicitation process is provided herein. HoweveAgpendices from
the Short List Report are not repeated in this Final Report.

In the RFP, PacifiCorp proposed a revised multi-step bid evaluatiosesewtion process
for the proposals received. In addition to the three step bid evalyatomess, the
proposed process would include an initial bid and best and final offeStdp 1,
proposals received will be evaluated based on a price and nonspren with the
purpose of determining an initial short list. Once the initial sleirhas been established,
Bidders and the Benchmark will be required to provide their bestirgadoricing. Best
and final pricing must be from the same site, using the samguoralent technology bid
and must be within 10% of the Bidder’s original bid(s) selected in the initial séort li

As noted in the RFP, the analysis would be focused on finding the belsinetion of
resources to meet customer requirements at the least costjstnadjusted basis. The
evaluation process would utilize a screening process to derivatiah shortlist of bids
(Step 1) which would be placed in a system-wide production cost reodetermine the
final short list (Steps 2 and 3). One of the roles of the IE with regard to the evaluad
selection process was to ensure the process was applied ctlysisith regard to the
methodology and objectives outlined in the RFP or the Company haddareadion to
deviate from the stated approdc¢hAny deviations from the stated approach will be
identified.

According to the RFP document, Step 1 of the evaluation process @1a. $mort List)
involves a price and non-price analysis of the eligible bids tordeteran initial short
list. PacifiCorp would use the RFP Base Mdtieb screen the proposals and to evaluate
and determine the price ranking for the eligible bids receiveddh ef three eligible
resource categories: (1) base load resources; (2) intermddat resources; and (3)

! One of the roles and functions of the IE as idietiin the RFP includes access to all importantiet®

in order to analyze, operate and validate all itgrgrmodels, modeling techniques, assumptionsrgmats
utilized by the Soliciting Utility in the Solicitadn Process, including evaluation of bids.

12 The RFP Base Model is contained in a MicrosoftdExerkbook that includes a number of proprietary
Visual Basic macros, custom add-ins, and computaticode written in C++,
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summer peak load resources. Price was proposed to be weighted atd’@®marice at
30%.

From a price perspective, the Company would compare the bid prite adjusted
market price projections (forward curve) and determine a praterfaveighting based on
the relationship between the two prices. As identified in the, RiePcomparison metric
used by the Company for this analysis will be the projectepmsient value revenue
requirements (PVRR) per kilowatt month (Net PVRR/kW-month). The RiéRR
component views the value of the energy and capacity from the prgsosapositive
(market value of the power based on projected price curvesharaffsetting costs (bid
prices and other costs) as a negative. The larger the nd® R&more valuable a given
resource is to the Company’s customers. The net PVRR/kW-montit msethe annuity
value, which when applied to the nominal kilowatts on a monthly basig@sdnt-
valued will result in the same net PVRR as a straight N&®utation. Price weights will
be provided to each bid based on its relationship to the adjusted macketypwe and
on the range specified in the RFP docuntént.

The RFP also defines the non-price factors that would be considered in the evahdhtion a
the weights for each. After completion of both the price and non-faaters, the scores
would be combined and the bids ranked. The initial shortlist would be sh&dblusing

the combined price and non-price results. According to the RFP, tta ghortlist will
include the top bids in each of the three eligible resourceaasgup to two times the
approximate megawatt needs for each year during the term.

As noted in the RFP, in Step 2, Ventyx Energy LLC’s System Opgimmodel
(previously call the Capacity Expansion Model or CEM) would be ueedevelop
optimized portfolios under various assumptions for future emission expmreds and
market prices based on the initial shortlist. The objectivehis step is for System
Optimizer to develop a number of optimized portfolios — one for eaclbioation of
emission and wholesale electric market and natural gas pricepissns — based on the
bids in the initial shortlist and the Company benchmark(s). An aptoartfolio will be
established for each combination of emission and wholesale elewrket and natural
gas price assumptions. Each portfolio from the System Optiszararios will be a
candidate for the optimum combination of resources to be selected hhtioeigRFP
process and will therefore be advanced to the stochastic/deterministisisistdp.

In Step 3 (Risk Analysis), stochastic and deterministic aealwill be performed on
each optimized portfolio in order to identify the resources in the Higleeforming (least
cost, adjusted for risk) portfolios. Step 3 includes both a Step 8fah&tic analysis

'3 Merrimack Energy originally raised the issue tifiat use of pre-specified price ranges could leatbte
price weights having a primary impact on shortdisection, if the pre-specified price range icmaate,
contrary to the established criteria and objectilre#ts May 23, 2008 Order on PacifiCorp All SoailRFP
Suggested Modifications and Order, the Commissantarred with the IE that the Company should be
permitted to change the Step 1 pre-specified panges after the bids are received in the evehptiea
specified price ranges no longer maintain the wsighk intended.
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using the Planning and Risk (PaR) mod&nd Step 3(b) Deterministic Scenario
Analysis using the System Optimizer mod&Consistent with the IRP, the Company will
use the PaR and System Optimizer to assess the risks ofE#igdile Resource
Alternative. The PaR Model will model hydro conditions, thermal outages prices,
electricity prices, and load on a stochastic basis. The Sy@mmizer will model CO2,
fuel prices (natural gas and coal) and electricity prices on a scenaso bas

As identified in the RFP, the first three steps described abomstitute the formal
evaluation process and will lead to the compilation of the finaltldtasf resources for
further negotiation. After completing the formal evaluation prodeseribed above, but
before making the final resource selections to be submitted forowgbpror
acknowledgement, in Step 4 the Company will take into consideratiamgnsultation
with the IEs, certain other factors that are not expressdequately factored into the
formal evaluation process, but that are required by applicable law or Commissiotoorde
be considered. Utah Code Title 54 Public Utilities Chapter 17 En&gsource
Procurement Act (54-17-402) requires consideration of at leasolbgihg factors in
determining whether a resource selected by the Company shoupptowved as in the
public interest:

Whether it will most likely result in the acquisition, production, detivery
of electricity at the lowest reasonable cost to the retadtomers of an
affected electrical utility located in this state;

Long-term and short-term impacts;

Risk;

Reliability;

Financial impacts on the affected electrical utility; and

Other factors determined by the Commission to be relevant.

The RFP also notes that the Company will further negotiate baté and non-price
factors during post-bid negotiations. The Company will continually uptiagconomic
and risk evaluation until a definitive agreement acceptable to thg&wognn its sole and
absolute discretion is executed by both parties. The Company lieiV &idders to
negotiate final contract terms that are different from tleédPma Agreements including,

¥ The PaR model will be used in stochastic modeetelbp expected PVRR and PVRR volatility
parameters. PaR is an hourly dispatch model théds/bbads, wholesale gas prices, wholesale ebégtri
prices, hydro variations and thermal unit perforogto reflect uncertainty. Stochastic represemataf
these variables include specific volatility andretation parameters. The model dispatches resotoces
meet load with given markets and transmission acteminimize PVRR using linear programming
techniques. The resulting distribution of PVRR,itghly over 100 draws of the variables, can be @atsd
for the expected PVRR, tail risk PVRR, and PVRRatitity. According to PacifiCorp’s 2007 IRP, PaR
makes time path dependent Monte Carlo draws fdr stmchastic variable based on the input parameters
The Monte Carlo draws are a percentage deviatmm the expected forward value of the variables.

15 The optimal portfolios will be subject to a monedepth deterministic dispatch model using the Syst
Optimizer with each portfolio being assessed faheaf the future scenarios described in Step 2 $tap
is intended to identify portfolios with especiafipor performance under certain future scenariosuaed
to inform the selection of final resource options.
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but not limited to, CO2 risk to the extent the bidder enters int@a {@demnity or
equivalent.

Proposal Submission and Related Activities
This section of the report will provide an overview and assessnietiiteoactivities
undertaken by PacifiCorp leading up to receipt of proposals orchivia, 2010. In

addition, the role of the IE throughout this process will be identified and described.

Bid Evaluation Methodology Conference/Commission Decision

As previously noted, on October 6, 2009, the Company filed a notice of intesgume
the All Source RFP and requested approval of an updated schedule $mli¢htation
process. On October 26, 2009, the Commission approved the Company’'s teques
resume its All Source RFP and approved a schedule governing tingptes of the All
Source RFP.

The approved schedule included a November 2, 2009 technical conferencaiss the
Company’'s proposal for addressing the economic modeling issues naisdte
Commission’s May 23, 2008 order in this case, and a date for stakehodddile
comments and conclusions on modeling and schedule.

The Commission’s May 2008 Order stated:

“The Company shall convene a workgroup to review and make recodatnens
regarding: (1) a mechanism for the comparison of alternativeolios; and (2)
the criteria for selecting final short list resources from highest performing
portfolios. The Company shall report to the Commission its conclusiatis
respect to these two issues prior to bid evaluation.”

At the November 2, 2009 technical conference parties agreed the Covmpaldyfile its
proposal for addressing the issues raised in the May 2008 Order on bayvel) 2009.

On November 16, 2009, the Company filed its proposal for addressing the issuesiraised i
the May Order. In its November 16, 2009 paper entitled “Final ShartDiggelopment

for the All Source Request for Proposals,” the Company descbibddthe mechanism

for the comparison of alternative portfolios and the criteria ftectiag resources from

the highest performing portfolios.

The Company described a modeling approach consisting of two stepse dbid
evaluation process which would be applied after establishment of tia¢ $hiort list of
bidders in Step 1. The Company states it will advance all uniqueoipmstiemerging
from its deterministic analysis (referred to as Step &ststochastic analysis (referred to
as Step 3a). It will then compare alternative portfolios in StepriBaarily by ranking
each portfolio by the risk-adjusted mean present value revenue regoir§’'PVRR”)
across three assumed carbon dioxide (“CO2") tax levels, $8, $45, and $100.pEne
risk-adjusted PVRR is calculated as the mean PVRR plus thetegpelue (EV) of the
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95" percentile PVRR where EV equals Probability(PVRR)95 x 5%. Ifttiperanked

portfolios are not materially different based on risk-adjusted RMR., the differences
among the top portfolios is less than 0.5%, then the top-ranked portfoliobewie-

ordered based on customer rate impact.

The Company states that the final short list will consishefihdividual resources in the
top ranked portfolio in Step 3a. The Company will also rank theseirees according to
the frequency of occurrence in the top four portfolios. Finally,tsnStep 3b, the
Company determines and compares the PVRRs for the top four mstfoli Step 3a]

under the alternative case assumptions used in Step 2. In Step Gantpany keeps the
resources in the top four portfolios fixed, but allows the model to disghe resources
economically. Step 3a identifies the cost of each portfolio under asisms that are

different than the assumptions used to create the portfolio lyitthlus providing a

measure of resource robustness (optimal under a variety of conditions).

The Company states it will use the preferred portfolio frtes2008 IRP to identify the
deficit to be filled by benchmark and bid resources. The Companfiedahis means it
will remove all planned resources from the preferred portfoleepikfor the 200 MW
identified to come on line in 2012. The Company also states in its Novel@p2009
cover letter bidders may provide proposals commencing prior to 2014. Thpa@pm
does not indicate whether it will inform bidders of this fact othan through this cover
letter.

Merrimack Energy reviewed the Company’s November 16, 2009 report anhlickedhc
that the approach proposed by PacifiCorp appeared reasonable and consistent.

In the Order on Economic Modeling Issues, issued on February 24, 2010, the
Commission accepted the Company’s approach for comparing akerpatitfolios with
the following adjustments:

1. The Company must include in its range of CO2 costs, a $0 cosbrpén its
deterministic and stochastic analyses and portfolio ranking nisteps 2 and 3).
The Commission further stated that the $0 cost per ton assumption is necessary to
understand the potential cost of compliance of a change in envirament
regulation;

2. We concur with WRA/UCE that the Step 1 evaluation process needs
modification. We direct the Company to establish its initial sHstt by

'%1n its 2008 IRP, PacifiCorp discusses the varjpursfolio performance measures it applies. For the
Customer Rate Impact measure, PacifiCorp statéd thelculates the customer rate impact associatéd
each of the portfolios based on the stochasticuymmizh cost results and capital costs reportedhfer
portfolio by the System Optimizer model. The rabpact measure is the levelized net present valtieeof
year-to-year changes in the customer dollar-perawagf-hour price for the period 2009 through 2028.
The cost in the rate numerator consist of the ststdfimean system operating cost (fuel cost,
environmental cost, and variable O&M costs of eflaurces), combined with the fixed O&M and capital
costs of the new supply-side and transmission ressuThe rate denominator is the retail load.
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identifying the top resources by fuel-type within each eligdaleegory. This will
ensure all resource types will be fully considered in the evaluation process;

. We also accept the Company’s proposal to rank portfolios using psintiaei
average risk-adjusted PVRR across three assumed carbon dioxitevebs
including one at $0 per ton and secondarily based on customer rate impact;

. We also accept the Company’s proposal to advance the individual rebadsce
in the top-ranked portfolio to the final short list. However, the Coryipan
proposal to rank these final short list resources according toréhaeincy of
occurrence in the top four portfolios remains unsupported by any aratygsibe
purpose of this step is unclear;

. The Company shall use the Step 3b results in its determinatiamlang of the
final short list and explain how it does so;

. The Company does not indicate how it will use the Step 3b procelss fmal
short list evaluation process. We concur with WRA/UCE the Step Gtegs
provides a better measure of resource robustness. Therefore, age tte
Company to use the Step 3b results in its determination or raokitig final
short list and to explain how it does so.

RFP Bid Conference

PacifiCorp held an All Source Request for Proposal Bid Conferend@ecember 15,
2009. The Bid Conference addressed the following issues:
Overview of the All Source RFP
Schedule and Timeline
Resource alternatives
Delivery points
Bid fees
Fixed and index pricing
Benchmark resource
Pricing input sheet
Bid evaluation process and Steps involved
Credit requirements

The Bid Conference was well attended by prospective bidders. Aotdpg presentation
made by PacifiCorp is included on PacifiCorp’s and Merrimack Energy’s i@sbsi

PacifiCorp Transmission Technical Workshop

On January 19, 2010, PacifiCorp held a Transmission Technical Workshop for
prospective bidders based on the Merrimack Energy’s suggestions fri201RAeRFP.

The workshop included a review and description of Attachment 13 and the umglerly
methodology for estimating the costs of transmission infrastruatudentified points of
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receipts for potential resources and load bubble needs. The workshopralsted
guidance to prospective bidders on the Generator Interconnectionsraoel
interconnection study timelines, data requirements, and proposed n&smigsion
projects. A copy of the presentation made by PacifiCorp is indlodePacifiCorp’s and
Merrimack Energy’s websites.

Input Assumptions

PacifiCorp submitted the input assumptions to the IEs on February 2ag@%frovided
an update on February 12, 2010. The objective of this stage of the prasefes the IEs
to review and critique the input assumptions and for the Company togsebsdy lock
down the assumptions prior to bid receipt. The list of assumptionwithbe used in the
evaluation of bids included forecasts and inputs for key parametarsumber of areas
including:
* Load forecast
* Monthly forward price curves by market area. Forward price suseeve as the
single source for forward electricity and natural gas priceshe company. The
date of the forward price curves is December 31, 2009.
Forecast of REC values
Emission prices for SO2 and CO2
Financial inputs including inflation forecasts, weighted averaggt of capital,
property tax rates, asset lives, etc.
Market price scenarios that will be evaluated in Step 2 and 3
Resource portfolio included in the 2010 resource plan. Also identifiedhare
resources that will be removed from the plan for purposes of conduotrigtep
2 and Step 3 analysis
O&M cost estimates by type of resource for purposes of conisevaluating
resource ownership and acquisition options
IRP operational data.

The IEs and PacifiCorp held a conference call on February 9, 2010 ciesslithe
assumptions and any issues associated with any values orttie@olegy for generating
the forecast. The IEs asked questions relating to the basisJelogmg the forward
price curves for electricity and natural gas, financial inptitsing for developing the
forward curves, and the basis of the O&M cost estimates andréhaiionship to the
O&M costs for the benchmark.

PacifiCorp informed the IEs that for a number of assumptions, sut¢hea®rward
curves, the Company used its most recent forecast as basedmoostheecent quarterly
forecasts prepared for internal PacifiCorp budgetary analgsisie inputs were taken
from the recent IRP. However, in cases where more up to datenatfon or forecasts
were available than the most recent IRP, PacifiCorp would usénfbemation instead.
The IEs had no issues with this approach.
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Exhibit 2 includes the twelve scenarios originally developed.

Exhibit 2: Input Assumptions and Scenarios

Scenario CO2 Tax (2008%/ton) Natural Gas Price Case

Base Case $8 12/31/09 Forward Price Curve — Base

$45 12/31/09 Forward Price Curve — Base C|

$70 12/31/09 Forward Price Curve — Base C

$100 12/31/09 Forward Price Curve — Base C

$8 Adjusted Low Case

$45 Adjusted Low Case

$70 Adjusted Low Case

$100 Adjusted Low Case

$8 Adjusted High Case

$45 Adjusted High Case

$70 Adjusted High Case

RPIRIO|ONO®OUAWIN|EF

$100 Adjusted High Case

Benchmark Resources

Another requirement for the IEs was to review and validate aksumptions and
calculations of any benchmark resource options and analyze the Bekabytion(s) for
reasonableness and consistency with the solicitation process psidsrussion of third-
party bids. To undertake this task the IEs held several meatimyphone calls with
PacifiCorp’s Benchmark team to review and assess the benchesolrce, which
consisted of a gas-fired combined cycle project at the Lake Side sitiee(Gide 2”).

PacifiCorp Energy submitted the benchmark resource to the IEsbonafg 15, 2010 as
scheduled. PacifiCorp submitted one benchmark option in the base loadrgaldwe

benchmark resource proposed is a nominal 600 MW gas-fired combiredhoyect at

the Lake Side site.

Consistent with the requirements of the IE for assessing thehbmark resource as
identified in Utah Rule R746-420 Requests for Approval of a SolicitatimteRs,
Merrimack Energy reviewed the detailed information submittedPagifiCorp Energy
and prepared a report on the benchmark. In preparation of the reparmadér Energy
reviewed the information provided by PacifiCorp Energy, submittiest af questions to
PacifiCorp Energy, and participated in a lengthy conferencemiillPacifiCorp Energy
and the Oregon IEs to review the benchmark and the responses to the questions.

7 As will be addressed later in the report, PacifiCalso developed a scenario consisting of base cas
forward price curve assumptions along with a $0€@? cost as required by the Commission.
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Based on our review of the benchmark submittals, discussions with ethehfark
Team, and review and assessment of supporting information, Merrinmecgyeeached
the following conclusions with regard to the reasonableness of the Benchmark option:

1. PacifiCorp Energy developed detailed cost information about the berichmar
resource and provided the background information to the IEs. The informati
presented in its submittal is consistent with the information reduaf any
bidder. All relevant information is included in the cost of the benchmark option;

. The capital cost estimate provided by PacifiCorp Energy forbémechmark
cannot be considered a low ball estimate of the expected cagstalrc fact, we
have found the capital cost estimates to be similar to or Iligigher than other
recent projects of similar technology;

. Fixed and variable O&M costs, availability factors, and heatsrdte the
benchmark resource are consistent with other resources of dimil&@ot exact
technology;

. The benchmark option contains all the information required of other biddes
level and detail of information provided by PacifiCorp Energy i/ tborough
and exceeds industry standards for benchmark resources ataitgs istthe
process. However, it is expected that additional supporting informataynb
required for the best and final offer;

. With the possible exception of O&M costs, we did not find any potdnaaes in
the benchmark proposal that could favor the benchmark over other resoueces. W
suggested that any third-party bids at Lake Side be evaluatedhastinthe O&M
assumptions prepared by PacifiCorp Energy and the “assumption€&br
contained in the overall evaluation methodology. In addition, PacifiCorp has
indicated that other assets such as fuel transportation tgpaeiter rights,
previous permitting work, etc. associated with Lake Side 2 withade available
to the successful bidder at Lake Side, if such a project emerges;

. In our view, PacifiCorp Energy has conformed to the requirementsilefR746-
420 based on the information provided and their approach for providing the
information.

Review of Gas Transportation Options

During the conference call on the input assumptions, Merrimack Emneggested that
PacifiCorp prepare a matrix for each proposal identifying #reepgpeline transportation
options for each bid, the transportation cost/tariff for each propodadther information

as the basis for evaluating the gas commodity cost and ayespdarrtation cost for each
proposal. Since fuel supply and transportation costs represent fecaigrportion of the

total costs for a combined cycle unit, Merrimack Energy wantgegt@ better handle on
the relative cost drivers for each resource option. PacifiCoqpaprd a sample matrix
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based on the bids submitted in response to the 2008 All Source RFRxaemrgsie prior
to receipt of bids.

PacifiCorp provided the matrix to the IEs and a conferenceveallheld on February 26,
2010 to review the basis for the gas supply and transportation methodolmgysed in

the bid evaluation. PacifiCorp agreed to prepare a similarixmiar the actual bids
submitted on March 1, 2010 in response to this All Source RFP and subsequentl
provided the requested information to the IEs for review.

Receipt of Bids

PacifiCorp received proposals on March 1, 2010. PacifiCorp receivguoposals in
response to the RFP including the benchmark. The total capacitigeoproposals
submitted is approximately MW or nearly times the capaerjuested. This included
base load proposals with options and intermediate proposals with  options.

The proposals received offered a variety of technologies, products t(dligg
agreements, PPAs, APSAs, etc.), terms, locations, pricing options and in-setesce da

Bid Summaries

One of the activities undertaken by PacifiCorp after receiffteproposals is to prepare
detailed summaries (or term sheets) for the eligible mdsnsork with bidders to ensure
the input information is accurate before undertaking the Step 1 modeling activity.

Recent PacifiCorp bidding processes have included as an ingfalirs the evaluation
process development of Bid Summaries to ensure that the Company dnddérs are
consistent with their interpretation of the bidder’s proposal. Panifi@ of the view that
ensuring upfront that PacifiCorp’s bid evaluation team is accurately captherspecific
details of the bidder’s proposal will serve to ensure a consistehaiccurate evaluation
of the bids and eliminate any errors in the interpretation of the Bhe Utah IE agrees
with this approach as being an important step in the process to avoid potential errors in
the evaluation that could influence project selection and ranking.

To undertake this process, PacifiCorp completes a Bid Summaryfsheech proposal
which is comprised of approximately 70 project characteristinging from pricing to
operational characteristics to environmental factors. Once agificompletes the draft
Bid Summary, the document is sent to the bidder to review andneeddl any of the
information compiled by PacifiCorp is deemed inaccurate byithder. PacifiCorp and
the Bidders then hold conference calls to review the revisions proppskd bidder and
discuss interpretation of the differences and other characteiistgquestion. The IEs are
invited to monitor these discussions. The Utah IE participated intssesions and has
reviewed the draft summaries. Merrimack Energy also askeifi@®ap to provide final
copies of all the Bid Summaries once they are completed and agreed toflyoRaeind
bidder. PacifiCorp provided all draft and final copies to the IEs.
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While we support this step in the process conceptually, we contiree garprised that
the process takes so long to complete. Although PacifiCorp recenodaist response to
the RFP we would suggest that PacifiCorp implement a schedule in the futureeddsig
complete the process in 3-4 weeks at the most. In most caséselvibat PacifiCorp

needs to set specific milestones with the bidders, who in maag dasnot complete the
Bid Summaries on the schedule proposed.

Project Eligibility

Several projects were deemed ineligible by PacifiCorp and mesrewed by the IEs to
determine if they were non-conforming. The IEs agreed witlfiEagp’s assessment of
these projects. Several of the projects were eliminated fuotimef consideration due to
failure to meet the eligibility requirements.

In addition to the non-conforming bids mentioned above, a few project sponsor
proposed pricing mechanisms that were inconsistent with the regmierof the RFP.
PacifiCorp highlighted these inconsistencies to the bidder (i.e. userehpproved
indices) and requested that the bidders offer pricing propdsslseet the requirements

of the RFP. The IE feels that the RFP is clear on the allenaiding mechanisms and

the options open to the bidders during the proposal development stage to request
alternative indices. However, several bidders deviated from tlegsgrements in their
proposal submission including one bidder who made the same mistake irevfoupr

RFP.

Data Requirements for Asset Purchase Options at the Lake Side Site

To ensure consistency in the evaluation of the benchmark bids and otheceesptions
at the Lake Side site, PacifiCorp asked the IEs to consider datagon O&M costs,
generator availability, water related costs and other cossapd by the Benchmark
team to assess the costs of the other relevant proposal. The IEs havecatlrieedduest
since PacifiCorp will own and operate the project no matter Wwhdoest bidder at Lake
Side happens to be. In addition, the benchmark and one other bidder for asalesaet
the Company site are proposing the same equipment and configuratiomaintain
confidentiality of the data, the IE has received the data fthen analyst for the
benchmark resource (e.g. member of the IRP group) and traecriiige data to the
evaluation team.

Implementation of the Bid Evaluation and Selection Process

According to the RFP document, the bid evaluation and selection priocette RFP

will be focused on finding the best combination of resource opportunitienett

customer requirements at the least cost on a risk adjustedTasisection of the report
provides a detailed description of the steps involved in the bid evalwatthiselection
process.

Step 1 — Selection of the Initial Shortlist of Bids
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As stated in the RFP, the selection of the initial shortlistiddé was designed to be based
upon price and non-price factors taking into account resource divefgitg derm and
fuel source. The price factor would be derived in the initial sisirinalysis using the
PacifiCorp Structuring and Pricing RFP Base Model. The price anepmoa factors
would be evaluated separately and combined to determine a bid ramkiach category.
The price factor would be weighted up to 70% and non-price factobaieighted up
to 30%. The price and non-price evaluation results would be added togethased to
determine the initial shortlist. The initial shortlist would bada up of the highest
scoring proposals in each of three separate categories: (1)oaasg2) intermediate
load; and (3) summer peak resources.

With regard to the price factor evaluation, the RFP contains sariggon of the
methodology to be used for allocating price factor weights. The Quoyigoabjective is
to compare the bid price to the forward price with the comparisetric being
established as the projected net present value revenue requirgree®VRR) per
kilowatt month (Net PVRR/kW-month). According to the RFP, threegmies were
established for allocating price factor weights. Bids that hpdca less than or equal to
60% of the adjusted price projections (e.g. forward curve) wouldveetiee full 70% of
the weight. Bids with a price equal to or greater than 140% ofathasted price
projection would receive 0% of the weight. Bids that were betv&n and 140%
would be linearly interpolatetf. The net PVRR component views the value of the energy
and capacity as a positive (market value of the power based owtpdopice curves)
and the offsetting costs (bid prices and other costs) as aiveedghe larger the net
PVRR, the more valuable a given resource is to the Companylenwers. The net
PVRR/kW-month metric is the annuity value, which when appliedh® riominal
kilowatts on a monthly basis and present-valued will result irséimee net PVRR as a
straight NPV calculation. PacifiCorp increased the ceiling téor the evaluation of base
load bids and to  for the evaluation of intermediate bids. TheatEin agreement with
this revision since it was consistent with the Commission Oater addressed the
concern raised by the IE during the Commission hearings on thet&Rraintain
flexibility to adjust the floor and ceiling to maintain the proposeadepweights in the
Step 1 evaluation.

Non-price categories and sub-categories along with the wdmhéach as identified in
the RFP document include the following:

* Development Feasibility/Risk (maximum 10%)
o Critical path/schedule (0-5%)
o Engineering, design, and technology (0-2.5%)
o0 Fuel supply and transportation strategy (0-2.5%)

'8 The calculation of the price score is based omoastep process. In step 1, the ratio of the leeellicost
to the levelized benefit for each bid is calculatadstep 2, the price score is determined basdtiematio
in step 1 relative to the ceiling value. If theiodh step 1 is greater than the ceiling value,gtiee score is
zero. If the ratio is lower than the ceiling, thécp score equals the difference between the gedlimd the
ratio from step 1 divided by the difference betwénceiling and floor values times 70% or whateter
price weight.
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» Site Control and Permitting (maximum 10%)
o Permits required (0-5%)
0 Access to water (0-2.5%)
o Rights of way (0-2.5%)
» Operational Viability and Risk Impacts (maximum 10%)
o Environmental compliance strategy (0-5%)
o Environmental impact (0-2.5%)
o Operating and maintenance plan (0-2.5%)

According to the RFP, bids will be evaluated and scored in threeedistategories for
the non-price scores: (1) 100% of the percentage weight; (2) @0O#te percentage
weight; or (3) 0% of the percentage weight. Bids will be evatlaised on their ability
to demonstrate the proposal is thorough, comprehensive and provides lirsk to the

buyer prior to the company performing due diligence on any dgswénBids which have

a demonstrated track record or are mature proposals will be more highly elaluate

During April and May, 2010 PacifiCorp completed the Step 1 evaluatioceps
designed to select a short list for both the base load and intatmédlis. PacifiCorp’s
objective was to select short lists for each category coetpn$ up to 3,000 MW or 5
bids. According to the RFP schedule, short list selection was seldefdulcompletion by
May 28, 2010.

For the Step 1 evaluation, PacifiCorp uses its RFP Base Moselgen proposals and to
evaluate and determine the price scores and ranking based on thie gpepdsals and
the forward price curves and transmission costs from Attachmergsb8iated with the
location of the project. PacifiCorp also evaluates all proposklsves to the non-price
criteria established in the RFP.

The forward curves for electric and gas along with gas demandeshare important
input factors in calculating the economics of the various project oggions all projects
evaluated were gas-fired projects.

Based on the results of the Step 1 evaluation, PacifiCorp prepareifamited to the

IE’s in early May detailed presentations for base load andnettiate bids and provided
password protected flash drives with the detailed backup mesdelts and supporting
information. In addition, PacifiCorp also provided bid summary informatidable and

graphic form for each bid.

As previously noted, prior to beginning the evaluation of bids, sepeoplosals were
eliminated due to failure to conform to the requirements of the RBRever, it was
eventually determined by PacifiCorp and agreed to by the IEshdse projects did not
comply with the requirements of the RFP and should be eliminated prior tangitgtep
1.
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Base Load Bids

A total of  base load bids submitted by  bidders, wereaea in Step 1. The bids
included variants. In addition, the benchmark bid is a base load optieglldout is in
addition to the bids described above. A total of approximately MW/ suamitted in
this category.

The IEs were in agreement with PacifiCorp’s selection of ek bids on the short list.
However, Merrimack Energy did raise a few points with regardth® analysis
methodology for consideration and discussion:

1. Potential for a term/project structure bias associated with4thgear APSA
versus a 20-25 year TSA;

. Appropriate treatment and inclusion of all costs in the price evaluation;

. Appropriate treatment of capital expenditures to ensure the paifams a 40
year life for any 40 year ownership option beyond the regular opesatind
maintenance costs included in the bid evaluation; and

. Review of the methodology used by PacifiCorp for prorating trangmiss
upgrade costs.

In response to the questions raised by Merrimack Energy,i®aqfresponded that
based on its forward curves, the level of dispatch and capacityr fémt projects
over time. PacifiCorp also stated that there were no on-goingatapipenditures
included in the evaluation of 40 year options beyond the costs embedded Q&M
cost forecast. PacifiCorp also explained that all costs vekrguately accounted for each
bid and described the methodology for allocating transmission cesifi@rp provided
reasonable explanations for the last three issues raised aboleeyétd to potential for
term bias, it is difficult to determine if term bias exists based on the ¢oalwd bids.

Intermediate Bids

There were a larger number of intermediate bids than base loadrbidtal, there were
original intermediate bids defined by site and technology andl vabiants submitted by
separate bidders. Of the total, were TSAs, we®A&Pand were a combination
TSA for a certain number of years with the option to purchasertiech In addition,
there were a range of intermediate technologies proposed.

Bidders also proposed projects from new and existing units, fixed aathtasg pricing
from the same units, different terms from the same unit, andattf@acquisition prices
based on the date of acquisition of the asset. As a result, thexeaweide range of
options to consider in the intermediate load category.
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PacifiCorp selected  proposals totaling MW for thernméeliate resource shortlist.
PacifiCorp’s rationale, which Merrimack Energy agrees withh#& there is a logical

split in scores between the top  bids and the bottom bitsntdee this a logical

choice for selection. Similar to the base load category, eachrlsdideted for the initial

short list will have the opportunity to provide final/firm pricing for each bid variant

The IE completed its own independent evaluation of the non-price skmoreslarge
sample of the intermediate bids. We then compared our resultthdomnon-price
assessments to PacifiCorp’s results. Our results were dgnaahsistent with
PacifiCorp’s non-price scores. .

Conclusion from Step 1

In addition to reviewing the presentations and model results pcepgrd®acifiCorp,
Merrimack Energy submitted several questions to PacifiCorp and faded errors in
the analysis which were subsequently verified and corrected dff(Rap. PacifiCorp
adjusted the results of its analysis to reflect the changgmrtantly, the adjustments
were minor and did not lead to a change in the rankings. The ewalwasults and
analysis prepared by PacifiCorp was thorough and facilitatetethew and assessment
by the IEs. In addition, the graphs and data provide by PacifiCorgdhtgd the factors
driving the economics of the various resource options. In conclusion, MekiEnergy
was in agreement with PacifiCorp’s short list decisions for libth base load and
intermediate bids.

Updated Assumptions

In early July 2010, PacifiCorp provided the IEs with updated input assumptiahs
would be used for the Step 2 and Step 3 evaluations. A confereneasaubsequently
held on July 6, 2010 to discuss the updates. PacifiCorp’s basis foringpdae

assumptions is the regulatory requirement to use better, more apetertbrmation if

available.

PacifiCorp also noted that the updates to the assumptions reftegisions primarily to
three variables:
1. Change in market price scenarios, including an update to base case CO2 costs;
2. Revision to the preferred portfolio;
3. Revision to the load forecast

With regard to the market price scenarios, PacifiCorp infornhedlEs that it was
revising the base CO2 price case from $8/ton starting in 2013 in 2008$ to &#9iA0/
2015 escalating at 3% in real terms. PacifiCorp proposed to keeth#reCO2 cases the
same (i.e. $45, $70 and $100). The revision in the CO2 costs will alsb géfe and
power price forecasts. The market price curves were updated effective June 30, 2010.

PacifiCorp also removed a third proposed unit from the preferrecoportbr purposes
of evaluating the shortlisted resources.
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Finally, PacifiCorp updated its load forecast, which reflectiéght decrease in load from
the March 2010 forecast because of the lower than expected industrial load inng.yomi

Best and Final Offers

The next major step in the process was the preparation of tharteefinal offers from

shortlisted bidders. Bids which qualified for the initial shortwste required to provide
their best and final pricing. According to the RFP, best and fineihg must be from the
same site, using the same or equivalent technologies bid and muihinel0% of the

Bidders original bid(s) selected in the initial shortlist.

The best and final offer for the benchmark resource was provided tBghe late June
and the best and final offers for the third-party bids were provigetuly 15, 2010 as
required. Merrimack Energy provided an updated Benchmark AssesRmgaoit to the
Commission and Division in early July which highlighted the chamyg®oject costs
and other information associated with the benchmark proposal at the Lake Side site.

Merrimack Energy also reviewed the best and final offeces submitted by each
shortlisted bidder.

Step 2 Analysis: Portfolio Development/Optimization

On August 26, 2010 PacifiCorp provided the IEs with the initial resoiltthe Step 2
evaluation. A follow-up call was scheduled on August 27, 2010 to discusssthlesrand
answer any questions from the IEs.

As noted in the RFP document (page 60):

“based on the initial short list, Ventyx Energy LLC’s Syst@ptimizer model
(previously called the Capacity Expansion Model or CEM) will beduse
develop optimized portfolios under various assumptions for future emission
expense levels and market prices. System Optimizer will de\setorresponding
number of optimized portfolios — one for each combination of emission and
wholesale market and natural gas price assumptions — drdxeimgresource
options in the initial short list along with the Company’s BenatinResources.

An optimal portfolio will be established for each combination of siors and
wholesale market and natural gas price assumptions. Each Syptamzer will

be a candidate for the optimum combination of resources to beesetbobugh

the RFP process and will therefore be advanced to the stofthetstiministic
analysis step described below. Resources bid into the RFP thattaneluded in

any of the portfolios resulting from this step will no longer d@nsidered
candidates for acquisition by the Company”.

PacifiCorp also provided the IEs with a revised short list assessmentdpesedupdated
“best and final” prices for the short listed bids. The reslitsved that the base load bids
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were ranked highest consistently. The intermediate bids had nmatiest that were two
to three times higher than the base load bids.

Portfolio Options

For the Step 2 evaluation, PacifiCorp used Ventyx Energy's8y8ptimizer capacity
expansion model to develop optimized portfolios using the bid and benchmaukcess
under a range of alternative cost assumptions. An optimized pontédérs to a capacity
expansion plan that minimizes the present value of revenue requise(R®RR) over a
20-year period based on the set of input assumptions and planninge resargin

constraints. The capacity expansion plan accounts for the dispatchhoéisting and

future resource options, factors in amortized investment costs foragjene and

transmission resources, and solves for the optimal level of sp&enteansactions for
system balancing. This Step screens portfolios for stochastduqtion cost analysis
(Step 3a), and indicates the frequency that bid and benchmark resareceslected
under alternative futures modeled deterministically.

PacifiCorp evaluated portfolios for 13 cases with the intent ofr@ieng the optimal
portfolio for each case:

Medium natural gas and $0 CO2 price (2015$ per ton)
Medium natural gas and $19 CO2 price — Called Base
Medium natural gas and $45 CO2 price

Medium natural gas and $70 CO2 price

Medium natural gas and $100 CO2 price

Low natural gas and $19 CO2

Low natural gas and $45 CO2

Low natural gas and $70 CO2

Low natural gas and $100 CO2

10. High natural gas and $19 CO2

11.High natural gas and $45 CO2

12.High natural gas and $70 CO2

13.High natural gas and $100 CO2

1.
2.
3.
4.
5.
6.
7.
8.
9.

Resource Options

In conducting the evaluation of the portfolios, PacifiCorp based af/sis on a 12%
planning capacity reserve margin and removed gas resourceshiqreterred portfolio
in the 2012-2016 period in order to create a capacity deficit that takelrfills with
combinations of bid resources, benchmark resources, and firm markbages up to
prescribed limits by market hub. The following resources weraowved from the
preferred IRP portfolio:

* East PPA (natural gas resource: 200 MW in 2012)
* Natural gas-fired combined cycle unit: 607 MW in 2015
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Front office transactions (FOTs): 604 MW in 2012, 932 MW in 2013, 1,233 MW
in 2014, 794 MW in 2015, 923 MW in 2016. For FOTs, the model was allowed to
select the quantity and timing on an annual basis, subject to a omaxun564

MW in the east and 850 MW in the west.

To reduce the impact of out-year resource optimization on bid/benkhrasource
selection, resource additions beyond 2016 were fixed for all scenanatth the base
scenario portfolio selections except for front office transactismich are needed for
capacity balancing.

Results of the Step 2 Portfolio Evaluation

The results of the Step 2 evaluation are included in heoShort List Report. The
evaluation results illustrated that the CH2MHIll APSA option akd. Side Il was
selected as part of the optimal portfolio in all scenariosuetadl. The option was
selected as a second resource in four portfolios: (1) Mediunnga$180 CO2; (2) Low
gas and $70 CO2; (3) Low gas and $100 CO3; and (4) High gas and $100 CO2.

The results of this analysis are not surprising based on the ludspaind project
operational characteristics. It appeared based on the best ahdffera that the
Benchmark option at Lake Side and the CH2MHIill option at Lake Side the lowest
cost and most efficient resource options.

On August 30, 2010, Merrimack Energy submitted a status reporheoUtah
Commission and Division on the Step 2 evaluation process (Portfolio
Development/Optimization) associated with the bids submitted et Source RFP.

As indicated in the Step 2 report, PacifiCorp had developed optimum pustfofi
resources based on 13 cases which included a combination of three gasupice
cases (high, low, and medium) and four CO2 price assumptions ($19/ton, $45/ton,
$70/ton and $100/ton). PacifiCorp also evaluated a case which includeddsasgas
prices (medium price case) and $0/ton CO2 case. The simulatiod peciuded in the
evaluation is 2011 through 2030. PacifiCorp noted that the model reduces theobutput
coal plants and utilizes the plant and other gas plaras/én CO2 costs in the later
years of the simulation.

Results of Step 3 — Risk Analysis

PacifiCorp then proceeded with Step 3 of the evaluation. The purpdbes step is to
formulate stochastic cost and risk profiles for each of the uniquélmstdeveloped
from Step 2, and then identify the bid and benchmark resources thar appsistently
in the top-performing portfolios based on both the cost and risk nesastine Step 3
Risk Analysis included both a stochastic analysis as wel dgterministic scenario
analysis. The stochastic analysis gauges how a portfolio perfarinen outages,
electricity and natural gas prices, loads and hydro generatenandomly drawn from
probability distributions. The simulation is conducted for 100 model ibg®iusing the
sampled variable values and the base natural gas forward price. Clineesapital and
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fixed costs resulting from the System Optimizer portfoliadded to the net variable cost
from the PaR simulation to derive a real-levelized PVRR. Tiaigesin the process (Step
3a) provides information on the key risk parameters including:

. Mean PVRR — mean of the PVRR for the 100 simulation iterations

. 95" percentile PVRR — $5percentile for the 100 simulation iterations

. Customer rate impact — levelized NPV of the year-to-yeangd® in the
customer dollar-per-MWh price for 2011-2020

. Risk-adjusted PVRR (preferred metric)

. Variable cost standard deviation

. CO2 emissions

. Average energy not served

PacifiCorp has proposed that the main stochastic performance memssd to assess
each resource portfolio is risk-adjusted PVRR. Risk-adjusted P¥RRI¢ulated as the
mean PVRR plus the expected value (EV) of th® pércentile PVRR, where EV =
Probability(PVRR)95 x 5%. Resource portfolios are ranked according to the axiskage
adjusted PVRR across four CO2 cost levels: $0/ton, $19/ton, $45/ton and $100/ton.

On September 10, 2010, PacifiCorp submitted a draft report on the Step Rtep 3
process to the IEs. The results of this analysis indicated th#blmoR performed well
relative to portfolio 1 under various CO2 price cases. In particotag Risk-adjusted
PVRR basis, portfolio 2 outperformed portfolio 1 in all four CO2 scesagvaluated

($0/ton, $19/ton, $45/ton, and $100/ton), with the difference ranging fronilionnon a
risk-adjusted PVRR basis based on a $0/ton CO2 case to onrbidlsed on a $100/ton
CO2 case. The average difference between the casesis  million famitiiogo 2.

In its September 10, 2010 draft report, PacifiCorp stated that given the difeadirdie in
risk-adjusted PVRR for the two portfolios, PacifiCorp next usedtiseomer rate impact
measure (based on the $19/ton CO2 cost scenario and a 10 yeasewt yakie period)
as a potential tie breaker for portfolio ranking purposes. Howewerrate impacts for
Portfolios 1 and 2 were virtually the same, which does not serve fferediiate
portfolios.

PacifiCorp also presented the results to Step 3b, determiatstitario analysis. The
results illustrated that Portfolio 1 had a lower PVRR than &latR in 8 of the 13
scenario runs, with an average difference of million.fi€axp concluded the results
indicate that under deterministic forecasting assumptions, theitoeheéfcluding the
plant in the portfolio comes mainly from its emission cost redoctralue under
aggressive greenhouse gas control policies that are assumed to commence in 2015.

However, despite the evaluation results, PacifiCorp originallycwelethe CH2MHIill

project and the benchmark resource for the final short list, sinceoptitins at the Lake
Side site were very close from an overall cost and risksassent standpoint. The
project was not originally selected for the final short listthe draft report, PacifiCorp
stated that the plant was excluded from the final slkgirtoécause of the
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deterministic scenario results, which served as a portfolio peafarentiebreaker. On or
around September 16, 2010, PacifiCorp sent emails to bidders not sébedtesl final
short list, including the project.

During discussions about the resource evaluation and selection witiCBami
Merrimack Energy, as Utah IE raised several issues abostkbetion of the shortlisted
resources. First, Merrimack Energy questioned why the project was also not
included on the short list since the project performed very well itigtios that included
the CH2MHIll project as well as from the perspectf¢he Risk-adjusted PVRR
metric, PacifiCorp’s preferred metric for risk assessmeatofd, PacifiCorp had also
provided a demand/supply balance for its system which illustratesdhostage of
generating capacity, with Front-Office Transactions (F@3$3entially meeting all or
most of the incremental power requirements in the near term.

PacifiCorp asked the IEs for agreement to the selection @@ #MHIill project and the
benchmark resource at Lake Side as the preferred resource optemisnadk Energy
suggested that PacifiCorp conduct additional due diligence on theoject to assess its
transmission access and other risk parameters. While Merrireaekgy felt that
additional due diligence should be undertaken on the projext that PacifiCorp
felt it conducted a conservative analysis of the project, it aasous that portfolios 1
and 2 were close in terms of cost and risk measures based t¢octessc scenarios and
deterministic scenarios under different CO2 cases. In addition Etheeuested that
PacifiCorp evaluate the cost of the benchmark relative to theMEH| project to
determine the relative cost comparison (on a PVRR basis) fopbgjgcts. Finally, the
IEs requested that PacifiCorp develop more detailed documentation sugpibsti
decision to select portfolio 1 in the final report on the Step 2 and Step 3 process.

PacifiCorp provided an updated Final Short List Development Report ares@uiRRe
Needs Assessment Update to the IEs on September 14, 2010. One ohdhsions
reached in the Report was that with no new resources addedCBgriexpects to
experience a 1,300 MW capacity deficit in 2012, reaching just over 2,400 MW by2016.

PacifiCorp initiated a call with the IEs suggesting that baseth@mew offers and the
results of their due diligence, they would like to reevaluatefg@mrt2 with the lower

acquisition cost and include the project on the final stsdrtTihe IEs agreed with
this suggestion given the potential benefits to consumers fronurtkelicited price

reductions.

On October 7, 2010 PacifiCorp provided its Final Short List DevelopRepbrt to the
IEs supporting the selection of three proposals for the final shsit (1)
CH2MHill/Summit bid; (2) the PacifiCorp benchmé&tkand (3) . The report

19 This deficit does not include any resources thaild be selected through this RFP or Front-Office
Transactions.

2 Although the Step 2 process did not allow for pwojects to be selected from the same site, the
Benchmark was included in the final short list hessathe 20 year PVRR difference between the
Benchmark and the CH2MHill project was only $23limil.
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provides a step-by-step process, the decision criteria useremduds and benchmarks
for final short-list selection, and the supporting information. In tamdi PacifiCorp
provided the backup information for each case. This report and the ofépbe Oregon
IEs were filed in Oregon as the basis of acknowledgement of the short list.

Due to the lower capital cost for the project, th&kfRdjusted PVRR comparison
between Portfolio 1 (CH2MHill only) and Portfolio 2 (CH2MHIill and) illustrates a
larger benefit associated with Portfolio 2 than the September 10, 2010 analyseteitus
As the analysis illustrates, based on PacifiCorp’s prefeamethodology for assessing
risk (Risk-Adjusted PVRR), the value of portfolio 2 relative to portfolio 1 has isetka

In the report, PacifiCorp indicated that it performed supplementdysamao further
evaluate the PVRR implications of including both the and CH2Miids in the
resource portfolio; specifically focusing on whether the d viobuld displace or defer
the 597 MW 2016 Currant Creek 2 combined cycle resdirddis supplemental
analysis showed that the 2016 Currant Creek 2 resource is displatiesl by bid. The
PVRR benefit of the displacement is million in the/&BCO2 and base gas case
scenaric®

Finally, as presented in Table 7 of the October 7, 2010 report, the ISR@t&ministic
analysis illustrates that Portfolio 2 has a lower PVRR thatfdfiorl in five of the 13
scenario runs. When average CO2 prices exceed $45/ton, Portfolida2orable to
Portfolio 1.

In conclusion, based on the bid evaluation modeling and consideration of essourc
acquisition risks, PacifiCorp chose two 2014 resources to include inntgdeshort list
anda resource acquisition bid:

639 MW combined cycle plant at the Company's Lake Side, Utahbgite
CH2MHill in 2014;

631 MW combined cycle plant Company benchmark also on the Company’s
Lake Side, Utah site in 2014;

PacifiCorp concluded that including each of these proposals in the dhmat list
provides continuation of a competitive process that will help ensuyp@saon of the
lowest cost resource for customers.

Subsequent to short list selection, most of the activities perfobyéde IE in October
and November 2010 focused on monitoring of contract negotiations betweal éracif

% The Currant Creek 2 resource is not classifiegineapproved Benchmark resource for this analysis an
represents only a “hypothetical” next resourceaptirhe Utah and Oregon IEs have not had the
opportunity to fully evaluate the resource costesithis resource has not been proposed as a barichm
resource.

% The Currant Creek site has option value from #mspective that it will be available for future
generation options.
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and CH2MHIill for the Lake Side Il project and At the same time, PacifiCorp
staff was in the process of conducting detailed due diligencehe project to
further assess the risks, costs, and reliability of the resource.

The Division staff and Merrimack Energy participated in a ceamee call with
PacifiCorp on November 9, 2010 to discuss the status of the RFP process.

Also during November 2010, PacifiCorp continued negotiations with cifi@arp
used the contract as a model. The IE monitored some of thessist between the
parties during November and the Division monitored at least one d¢sdl, during this
period, PacifiCorp developed a project team, which conducted detailadilidgeace on
the project.

On December 8, 2010 PacifiCorp requested a conference call wite'she discuss the
status of due diligence, contract negotiations, and the economic ianafiythe short
listed resource options. PacifiCorp prepared separate analysieefLake Side Il options
(i.e. CH2MHill and Benchmark resource) and the profecionference call was
held with PacifiCorp on Friday, December 10, 2010 to discuss the snaigsno and
provide an update..

Lake Side Il

In its analysis memo, PacifiCorp recommended executing th& Ebhtract with
CH2MHill for million for the 637 MW combined cycle projed®acifiCorp
estimated a total transfer to in-service cost of illiomwhich includes the EPC costs
plus million for sales tax, million for ownersntingency costs, million for
AFUDC, and for property taxes during construction. The retamdation is
supported by the analysis which indicates that the CH2MHill prejgclys a $27 million
net present value revenue requirements benefit over the EPC tenthac supporting
the benchmark resource.

The analysis illustrates that although the benchmark hasha shgital cost advantage
over the CH2MHIill option, CH2Mhill's proposal has a slightly betteathrate which
provides benefits which are greater than the capital cost afiffer In total, the
million cost savings from the CH2MHIill bid is driven by a million reduction in
system variable cost that are partially offset by a million ireredixed costs.

In addition to economic analysis, PacifiCorp also compared and ceuditthst terms and
conditions of the EPC contracts and concluded they are substantially similar.

Merrimack Energy was in agreement with PacifiCorp’s decigioselect the CH2MHill
proposal at Lake Side as a preferred resource.
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VII. Description of the Contract Negotiation Proces

As previously noted, PacifiCorp completed its initial Step 2 and Stepaluation in
early September 2010 and sent a draft report to the IEs on SeptéMmb@010.
Originally, PacifiCorp selected the CH2MHIill Lake Side 2 prbjacd the benchmark
resource also at Lake Side as the final short list. As destin Section VI, PacifiCorp
added the project to the final short list in Béptember after notifying the
bidder that it had not be chosen for the short list. The descriptiaineottontract
negotiation process will therefore focus on two options: (1) dismussi the contract
negotiation process with CH2MHill and PacifiCorp Generation fob#rechmark option
at the same site; and (2) discussion of contract negotiations wit for the project.
Since the negotiations were on separate paths it makes sense to separstadbiemli

CH2MHill and the Benchmark Resource

The economic results from early on the evaluation process pointedeiy competitive
process between CH2MHIill and the benchmark resource at thelLsk®&ide 2 site. As
a result, only one of the options could be successful. CH2MHill wowle sex the EPC
contractor for their project while the benchmark team chose Yashthe EPC for the
benchmark resource.

As a first step, PacifiCorp’s focus after receipt and evianaif the best and final offers
was to ensure that both EPC bids included the same cost informatexh draspecific

cost categories. The IE participated in calls with both the beswéht@am and CH2MHill

in which the PacifiCorp project manager requested that each optei@rconsistent
cost information. PacifiCorp also asked clarifying questions about essource to

ensure all information was accurately accounted for in the bid evaluationgroces

In mid-July, the benchmark team informed the PacifiCorp projead ket the
Engineering, Procurement and Construction contingent contract fotatke Side 2
project had been executed by and PacifiCorp. The bancheam noted that the
EPC contract contained contingencies associated with the ongoin§oAice RFP.
PacifiCorp had the right under the contract to terminate theamrdat any time in the
event that the Notice to Proceed is not delivered to the Conti@abo to and including
May 17, 2011, for any reason whatsoever. No fee or compensation would b&edwved
Contractor by the Company under that scenario.

With regard to the CH2MHIill offer, one of PacifiCorp’s initiaterests was to clarify the
payment structure for the lump sum and progress payment optionsidiie@H2MHill.
CH2MHill also provided a red-lined Asset Purchase and Saleehgent to PacifiCorp
along with a Term Sheet. PacifiCorp identified as an initigfggence a lump sum
payment structure for the project rather than a progressequaystructure. The parties
conducted several meetings during September and October to atlieegsoject
structure.
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On December 9, 2010 PacifiCorp sent the IEs an analysis supporting the recononendati
to execute the EPC contract with CH2MHill. PacifiCorp indicabedrecommendation is
supported by a $27 million favorable net present value revenue requir@M4RR)
benefit for the CH2MHIill project relative to the benchmarkotese alternative and the
terms and conditions in the CH2MHill EPC contract for guaranpestbrmance and
associated liquidated damage payments as compared to thec&mfact with
supporting the benchmark resource alternative. In the analysis,d@apifprovides a
detailed assessment of each option including the difference in commartialal terms

of each offer.

The EPC contract with CH2MHill was executed on December 14, 2010.
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VIIl. Assessment of the Contract

This section of the Report provides a summary and assessment Bhgireeering,

Procurement, and Construction Contract (‘EPC Contract”) for Ladkke SPower Project
executed between PacifiCorp and CH2MHIill Engineers, Inc. on Decelb@010. Our

review is focused on the balance of risk in the contract betweeanuerstinterests,
Company interests, and developer/EPC contractor interests. Mekrignergy feels it is
important in such a solicitation process to undertake an assessnidet @intract to
ensure there is an appropriate balance of risk and that thg atistomers are not
required to absorb undue risk.

In addition to the main contract, there are also 31 Exhibits. OnebiExBxhibit A,
Statement of Work and Technical Specification includes 29 AppendicasinMck has
organized the following discussion around the key issues and provisions EP®e
contract.

In the view of the IE, the EPC contract provides a significardueninof protection to
PacifiCorp and its customers. Under the contract, PacifiCorp hasyactive role in all
facets of project design, engineering, and construction which peoRdeifiCorp the
opportunity to closely monitor project activities.

In summary, the Act, as codified at Utah Code 88 54-17-101 et seq.,sceepteblic
interest standard for Commission review and approval of signifieaatgy resource

decisions. Our assessment of the terms and conditions of the Emgjn&eocurement
and Construction Contract for Lake Side 2 Power Plant between Rapifiand
CH2MHill shows a well managed balancing of risk among customerests, Company
interests, and EPC contractor interests. Consistent with indpisdgtices skillfully
applied, the agreement is soundly structured. Within that strucheerigk is well
managed in ways which are in the public interest. In partidilearCompany has taken
full advantage of the notice to proceed process by maintairémgifity with limited
exposure.
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IX. Assessment of the Solicitation Process

This section of the Report provides our overall assessment of Gapifs solicitation
process with respect to (1) the consistency of the process tolitimson requirements
included in Section R746-420-3 and Chapter 54 of the Utah Code; (2) consisteéhey
process to the overall objectives for an effective competitiseypement process; and
(3) approach of PacifiCorp in dealing with key issues. In particidayes associated
with the fairness and transparency of the solicitation process are addresss section.

A. Consistency of the Process With Regard to Utah Statutes

Exhibit 3 includes a detailed description and assessment of thes rekthe solicitation
process relative to each of the solicitation requirements outim&ggtion R746-420-3.
As illustrated, the IE concludes that the design and implementatitime solicitation
process is generally consistent with the solicitation requiméneutlined in Section
R746-420-3. Any specific issues we have with the process are aisdbee in this
Exhibit and are discussed in more detail in the Conclusions sectite oéport. In our
view, overall the process was undertaken in a fair and reasonablemand in the
public interest. As we have noted in this report, PacifiCorp fokbit® processes and
procedures up through the contract negotiation phase of the processtliorthe
CH2MHill Lake Side 2 project and the prajétwwever, PacifiCorp’s decision
to terminate due diligence and negotiations with the projelaght of fluctuating
economic results for the project was surprising and in our view puesngiven the

changing economic results and what appeared to be incomplete deeadliassessment.
In addition, there are questions whether PacifiCorp followed its bid evaluatiordprese
and methodology in total.

Exhibit 3;: Adherence of the Solicitation Process with Section R746-420

Solicitation Requirements included in | Adherence to Solicitation Requirements
Section R746-420-3

1. General Requirements

* The solicitation process must be fair, In our view, the solicitation process overall w

reasonable and in the public interest generally fair, reasonable and in the public
interest. All bidders and benchmarks were
treated the same, had access to the same
information at the same time, and had an eq
opportunity to compete. PacifiCorp was very
diligent in maintaining confidentiality of
information throughout. Furthermore, the
process was a very transparent process with
active involvement and oversight by the IEs.
As noted, the one area of concern was the final
selection decision to prematurely terminate (¢
diligence and terminate negotiations with the
project.

« The solicitation process must be designgdn our view, the solicitation documents were
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to lead to the acquisition of electricity at
the lowest reasonable cost

transparent and detailed and provided
significant information on which bidders coul
structure their proposals and decide how to
compete. The bid evaluation and selection
process was designed to lead to the acquisition
of electricity at the lowest reasonable cost
based on the detailed state-of-the-art portfolio
evaluation methodology proposed, the steps
taken to achieve comparability between utility
cost of service resources and third-party firm
priced bids, the flexibility afforded bidders via

a range of eligible resource alternatives, and
the contract negotiation process and schedule
implemented. The implementation of the
solicitation was structured to maintain
competition at every step of the process.
PacifiCorp followed these principles very
effectively with regard to the evaluation and
negotiations with the CH2MHill Lake Side 2
option and the benchmark resource at Lake
Side.

In addition, we feel that the two step pricing
process (e.qg. initial bid/best and final offer) was
an effective process and led to more
competitive pricing opportunities.

The solicitation process should consider
long and short term impacts, risk,
reliability, financial impacts and other
relevant factors

The All Source solicitation process met thes¢
requirements in both the bid evaluation and
contract negotiation stage for the projects at
Company’s Lake Side site. In the bid
evaluation stage, the analysis addressed short
and long-term system impacts and risk
associated with CO2 costs and gas and power
price ranges. The contract negotiation stage
also addressed risk factors, financial impacts to
the utility and its customers and reliability
issues. As noted in this report, factors such as
lack of transmission access to deliver the power
to the PacifiCorp system in the near term were
also considered in the decision to terminate
negotiations with the project. However
PacifiCorp did not effectively demonstrate
whether procurement of front office
transactions or of was more
consistent with these factors.

Be designed to solicit a robust set of bids

PacifiCorp has maintained a large database
potential bidders and informed the list of
bidders of the issuance of the RFP.
PacifiCorp’s outreach activities could
reasonably be expected to lead to a robust S
of bids. In addition, PacifiCorp allowed
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original bidders who submitted proposals in

response to the 2008 RFP to keep their

proposals open. Many of the bidders who
originally participated in the 2008 RFP

submitted bids or revised their original bids i

the reinstituted All Source RFP.

» Be sufficiently flexible This RFP was much more flexible than the

previous 2012 RFP that maintained fairly rig

credit requirements. The timing for providing
commitment letter was changed until after
short list selection. Also, bidders had the
opportunity to submit multiple alternatives ar
had a range of products that could be
submitted. Overall, we found the process to
flexible where necessary. There did not appe
to be any rigid requirements that created iss
for bidders.

« Be timely in the sense of ensuring adequaBacifiCorp maintained its schedule very
time is allotted to undertake the analysis| closely. For example, the schedule states th
and secure the resource final evaluation of bids will be completed by

September 10, 2010 and PacifiCorp provide

its initial detailed analysis to the IEs on that

date. PacifiCorp actually “beat” the schedule
completion of negotiation date for at least on

of the resources — CH2MHill Lake Side 2

project. The ability of the Company to develg

a reasonable schedule and follow the sched

was a positive step in the process.

2. Screening Criteria — Screening in a
Solicitation Process
» Develop and utilize screening and The RFP included a description of the
evaluation criteria, ranking factors and | screening and evaluation criteria, the
evaluation methodologies that are evaluation methodologies, and other
reasonably designed to ensure the processformation to ensure the process was fair,
is fair, reasonable, and in the public interegtasonable and in the public interest. In our
in consultation with the IE and Division. | view, the evaluation criteria and evaluation
methodologies were consistent with or exceed
standard industry practices. Furthermore, the
transparency of the criteria allowed bidders to
reflect the specific criteria in their proposals.
The evaluation and selection methodology has
been vetted through the Commission and wi
interested parties through the Economic
Modeling workshop, hearings on the RFP, and
involvement with the IRP. The IE and Divisign
conducted several conference calls with the
Company to review the criteria and were in
general agreement with the criteria and
evaluation methodologies used.
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In developing the screening and evaluati
criteria, the utility shall consider the
assumptions in the utility’s most recent
IRP.

pihhe Company used a consistent set of

assumptions based on the assumptions use
the most recent IRP as well as forward price
curves and updated load forecasts. The
assumptions were consistent (e.g. fuel and ¢
costs), were of recent vintage, and were lock
down prior to receipt of bids. PacifiCorp
provided the assumptions and inputs with ba
up support to the IEs prior to receipt of the
bids. PacifiCorp provided the list of
assumptions to the IEs in early February in
preparation for receipt of initial bids on Marc
1, 2010 and updated some of the assumptio
prior to receipt of best and final offers. In bot
cases, the IEs and PacifiCorp held conferen
calls to discuss the assumptions.

ns
h
ce

* The utility may consider non-conforming
bids

Non-conforming bids were considered in the
evaluation process, based on the failure of a
few bidders to meet RFP requirements. For
example, one bidder offered several options
that did not deliver the power to PacifiCorp’s
system. Another bidder offered a project that
did not meet the dispatch or operational
requirements of the RFP. Instead of eliminat]
these bids at the outset, PacifiCorp offered t
bidders the opportunity to conform their bids
RFP requirements. Only when the bidders
informed PacifiCorp that they could not meet
RFP requirements were the bids eliminated.
PacifiCorp provided the opportunity to these
bidders to conform their proposals to RFP
requirements rather than eliminating the bid
from consideration.

3. Screening Criteria — Request for
Qualification and Request for Proposals

* The soliciting utility may use a Request f
Qualification (RFQ) process

pPacifiCorp used an Intent to Bid Form proce

rather than a Request for Qualification proce
for the All Source RFP. While bidders were
required to provide generally the same
information as was requested in the 2012 B3
Load RFP, the information presented by
bidders was not used to formally pre-qualify
bidders but served as a initial stage in requir
bidders to demonstrate their qualification
capability and experience as well as its abilit
to meet credit requirements. Bidders were of
required to complete and submit the Intent tq
Bid Form which included Appendices A and
in order to participate in the RFP. No

5S
SS

prospective bidders were eliminated at this
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stage in the process.

The IE will provide each eligible bidder a
bid number when the utility, in
consultation with the IE, has determined
the bidder has met the criteria under the
RFQ.

The Commission Order on the RFP issued o
May 23, 2008 granted a waiver of the
requirement in R746-420-3 to specifically blipd
bids. Since there was no requirement to blind
bids, the IEs did not provide each eligible
bidder a number in this process. See Section IlI
of this report for a summary of the Commission
Order.

Reasonable factors for the RFQ could
include such factors as credit requiremer
non-performance risk, technical

experience, and financial feasibility.

itgrgely comprised of financial requirements

The pre-qualification requirements were

and experience requirements. The IE viewe(
the pre-qualification (i.e. Intent to Bid)
requirements to be reasonable and applicab
particularly in light of the change in credit
requirements from the 2012 All Source RFP
As noted above, bidders were still required t
submit Appendices A and B.

4. Disclosures — Benchmark Options

* |dentify whether the Benchmark is an
owned option or a purchase option

PacifiCorp provided one benchmark option,
utility owned gas-fired combined cycle optior
at the Lake Side site.

If the option is an owned option, provide
detailed description of the facility,
including operating and dispatch
characteristics.

aThe Company provided a reasonable

description of the facility in Attachment 1 of
the Appendix to the RFP document.
PacifiCorp Energy provided all the same
information as other bidders and submitted t
proposal to the IE two weeks in advance of
other bids as required. PacifiCorp Energy he
conference calls with the IEs to review the b
and answer any questions.

Assurance from the utility that the
Benchmark option will be validated by th
IE and that no changes will be permitted

erequirement. The Benchmark team (i.e.

It was clear to the IE that this was a

PacifiCorp Energy) went out of their way to
ensure that the IE had all pertinent informati
required. The Benchmark team provided ver
detailed line-by-line information on the
resource, held conference calls with the IEs
Division to address any questions and provig
all information requested. The IE submitted &
report to the Commission validating the cost
and operating information for the benchmark
option.

» Assurances that non-blinded personnel v
not share any non-blinded information
about the bidders

villhe requirements of team members and the

communication protocols were clearly
described and explained to all members of the
project teams. The IE worked very closely with
the PacifiCorp project teams and is not aware
of any cases where information about bidders
was shared. PacifiCorp was exemplary in
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ensuring that the Code of Conduct,
confidentiality requirements and
communication requirements were adhered
Any communications with PacifiCorp Energy,
was directly between the IE and PacifiCorp
Energy and did not involve any members of
Bid Evaluation team. Questions for PacifiCot
Energy from the Bid Evaluation Team were
transmitted by the IEs. We were not aware o
any violations.

5. Disclosures — Evaluation Methodology

The solicitation shall include a clear and
complete description and explanation of
the methodologies to be used in the

evaluation and ranking of bids including

evaluation procedures, factors and weigh

credit requirements, proforma contracts,
and solicitation schedule.

The RFP document contains a detailed
description of the methodologies to be used
evaluate the bids, as well as the evaluation
procedures, factors, weights, credit
itegquirements, proforma contracts and sched
Also, similar information was provided to
bidders through the Bidders conference
presentation, the Technical conference on th
Economic Methodology, and the Transmissi
Technical Conference. The IRP was another
source of information about the methodology.

6. Disclosures — Independent Evaluator

The solicitation should describe the role
the IE consistent with Section 54-17-203
including an explanation of the role,
contact information and directions for
potential bidders to contact the IE with
guestions, comments, information and
suggestions.

pfThe RFP (e.g. Attachment 4) contains a
description of the Role of the Independent
Evaluator. In addition, the contact informatio
for the Independent Evaluators is provided ir
the RFP and presentation materials. Bidders
were also encouraged to contact the IEs eith
via Merrimack Energy’s website or directly.

7. General Requirements

The solicitation must clearly describe the
nature and relevant attributes of the
requested resources

In our view, the RFP document was a
transparent document, providing significant
information about the nature and attributes g
the requested resources including describing
the specific resource and requirements,
providing in most cases copies of specific an
relevant contracts for the specific resource, 4
in some cases specifications for resource
options. In the case of the project,
where no comparable model contract was
readily available on the website, PacifiCorp
provided a model Asset Purchase agreemern
based on the plant agreement.

Identify the amounts and types of resour
requested, timing of deliveries, pricing
options, acceptable delivery points, price
and non-price factors and weights, credit
and security requirements, transmission
constraints, etc.

céss noted above, the RFP documents were v,
transparent and detailed and met all the
requirements listed in the Rules.

The Transmission Technical conference alsq
provided supporting information underlying
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information about transmission constraints.
Utilize an evaluation methodology for One of the major issues in a competitive
resources of different types and lengths | solicitation process is the development and yse
which is fair, reasonable and in the publi¢ by the utility of an evaluation methodology that
interest and which is validated by the IE.| can effectively account for the evaluation of
bids with different terms, resource
characteristics, and technologies. In our view
all of the models and methodologies used by
PacifiCorp allow for a fair, reasonable,
consistent and non-discriminatory evaluatior
the bids and which is in the public interest. A
of the models are either industry standard
models or have been applied and refined for
similar applications over time. Ventyx Energy
LLC System Optimizer Model (previously
called the Capacity Expansion Model or CEN
and PaR models are industry standard mode
that have been tested in the market. The RF
Base Model allows for a consistent and fair
evaluation of bids of different technologies a
terms and is a reasonable tool for initial
evaluation of bids. PacifiCorp provided the IE
with the outputs from all the RFP Base Bid
model results for each offer and also provide
very detailed summary information underlyin
the bid evaluations. For Step 2 and Step 3
results, the Company provided the detailed
outputs for each case.

Impose credit requirements that are and | Overall, the IE was of the opinion that the
other bidding requirements that are non-| level, type and schedule for posting security
discriminatory, fair, reasonable and in th¢ were reasonable and consistent with industr
public interest. standards. In fact, the posting schedule was
more flexible in favor of the bidder. With
regard to the level and type of security one
prospective bidder complimented PacifiCorp
security requirements in comments in anothe
jurisdiction.

The issue that was problematic in the 2012
RFP was the requirement that bidders had tq
provide a commitment letter from their credit
support provider as a pre-qualification
requirement. This was inconsistent with
industry standards and was contrary to the w
bidders approach project development. The
timing required to provide the commitment
letter was revised for the All Source RFP to |
fairer to all bidders and more consistent with
industry practices. To the best of our
knowledge, there were no issues raised
regarding credit requirements by bidders.
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Permit a range of commercially reasonal
alternatives to satisfy credit and security
requirements

l@acifiCorp’s credit methodology is a creative
methodology designed to determine credit
requirements based on the size of the projed
the credit rating of the bidders, the type of
eligible resource, and whether the contract ig
asset-backed. PacifiCorp allowed several
options for satisfying credit and security
requirements including letter of credit, third-
party guaranty, cash or other form of security
acceptable to PacifiCorp.

Permit and encourage negotiations with
short-listed bidders to balance increased
value and risk.

The RFP document indicates that the Comp
will further negotiate both price and non-pric
factors during post-bid negotiations. The
Company adhered to this position in its
contract negotiation process. We found that
Company was very effective in negotiating
terms and conditions as well as prices with t
selected bidder that provided an excellent
balance of value and risk that protects the
interests of the Company and the customer.
The contract structure negotiated provides
many advantages to the Company and the
customers.

* Provide reasonable protection for
confidential information.

The Company was very diligent in ensuring
that confidential information was shared only
with members of the internal team, IEs,
Division and other parties as required. All
model outputs provided to the IEs were
password protected. We saw no evidence
where any violations of confidentiality took
place. The Company took all reasonable
measures to protect confidential information

8. Process Requirements for a Benchmark
Option

+ Evaluation team may not be members of]
the Bid team or communicate with the Bi
team about the solicitation process.

The RFP and Code of Conduct clearly
ddescribed the teams and requirements for eg
team. Each team member was instructed in
writing on the separation of functions and the

Code of Conduct requirements. It is our
understanding that team members also wen
through an in-house training process. These
requirements were maintained throughout the
process. To the best of our knowledge, there
were no violations by any team members.
Furthermore, the company identified the
protocols clearly to bidders in its Bidders
conference presentation. Communications w
bidders involved the IE in all cases. We did 1
observe any violations associated with team
members violating Code of Conduct
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requirements. In fact, we observed the
Company and team personnel observing the
Code of Conduct and team separation
requirements very seriously. The process wa
facilitated by the fact that many of PacifiCory
same team members from previous RFPs wi
also part of the team for this RFP.

The names and titles of each member of
Bid team, non-blinded personnel, and
evaluation team shall be provided to the

thde names of individual team members wers¢
provided to the IEs as required along with th
|[Eeam to which they were assigned.

The Evaluation team shall have no direct

indirect communications with any bidder
other than through the IE until such time

the final short list is selected by the utility

&l communications with bidders was
conducted in conjunction with the IEs as
aequired. The IEs were copied on all email
.traffic between PacifiCorp and the bidders. I
were present on most calls with bidders and
some cases initiated the contact with the

bidder.

S
in

Each team member must agree to all
restrictions and conditions contained in t
Commission rules.

PacifiCorp was diligent in informing all team
heénembers of the confidentiality requirements
the solicitation process and requirements of

that team members were required to sign a
confidentiality agreement. PacifiCorp

and provided the information used for trainin
to the IEs. In our view, PacifiCorp was very
diligent about meeting these requirements a
we were not aware of any violations.

All relevant costs and characteristics of t
Benchmark options must be audited and
validated by the IE prior to receiving any
of the bids.

hd he |E audited the Benchmark resource,
conducted several meetings with the
Benchmark team, and prepared a report on {
findings. The report was submitted to the
Commission and Division prior to receipt of
bids. For this All Source RFP, the Utah IE
prepared two benchmark reports; the first
report corresponding to the initial bid in
February 2010 and the second based on the
Best and Final Offer in July 2010. Both repot
are discussed in Section VI of this report.

All bids must be considered and evaluatg

against the Benchmark option on a fair anBenchmark in Steps 1, 2 and 3 of the bid

comparable basis.

2dhll bids were compared along with the

evaluation and selection process. The IE als
noted that PacifiCorp effectively used the
presence of the benchmark as a competitive
resource to improve the contract with the
selected resources.

Environmental risk and weight factors
must be applied consistently and
comparably to all bid responses and the
benchmark option.

Merrimack Energy undertook an independer
evaluation of the non-price scores for the
intermediate bids given the significant
competition among these options. As

conducted training sessions for team membe

of

each team member. It was also our recollection
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previously noted, since all base load bids we
selected for the short list, Merrimack Energy
did not undertake a similar non-price
evaluation on the base load bids and did not
suggest that PacifiCorp undertake an
assessment of the benchmark at this stage.
Also, CO2 cost scenarios were evaluated in
portfolio evaluation.

9. Issuance of a Solicitation

The utility shall issue the solicitation
promptly after Commission approval.

On October 26, 2009 the Commission
approved the Company’s request to resume
All Source and the RFP was issued on
December 2, 20009.

Bids shall be submitted directly to the IE

Bids were submitted to the Utah IE at the
Commission’s offices in Salt Lake City and t
the Oregon IE and the Company'’s offices in
Portland.

The utility shall hold a pre-bid conference

PacifiCorp held an RFP Bid Conference on
December 15, 2009 as well as a Transmissi
Technical Conference on January 19, 2010.

. Evaluation of Bids

The IE shall blind all bids and supply
blinded bids to the Utility and Division.

As previously noted, the requirement to bling
bids was waived by the Commission for this
RFP.

The utility shall provide all data, models,
materials and other information used in
developing the solicitation, preparing the
Benchmark option, or screening, evaluat
or selecting bids to the IE and the Divisig
staff.

PacifiCorp provided the input assumptions,
input files for gas supply and transportation
costs, model outputs from the RFP Base Mo
rand evaluation results for the Step 1 evaluat

nand output files and underlying reports for th
Step 2 and Step 3 processes. In addition,
PacifiCorp Energy provided complete
information on the benchmark option and
responded in a timely manner to all question
or information requests. All necessary and
required information was provided to the IEs
required.

The IE shall pursue a reasonable
combination of auditing the utility’s
evaluation and conducting its own
independent evaluation in consultation w
the Division.

The IE primarily audited the Company’s
pricing analysis rather than undertaking its o
independent evaluation. The |E did undertak

itan independent non-price evaluation. In othe
bidding processes, the IE usually undertakes
independent non-price and at times an initial
price evaluation process to verify short list
selection. The IE did ask PacifiCorp to provic
information to assist our review of the
evaluation results including the inputs for the
gas supply and transportation options for ea
of the bids.

Communications with Bidders should

occur through the IE on a confidential or

The IEs was involved in all communications
with Bidders and maintained confidentiality
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blinded basis.

throughout the bid evaluation and selection
process. Since bids were not blinded, the IE
not initiate or facilitate all communications
between the utility and bidders but instead w
copied on all email traffic.

The IE shall have access to all informatig
and resources utilized by the utility in
conducting its analyses. The utility shall
provide the IE with access to documents
data, and models utilized by the utility in
its analyses.

rPacifiCorp provided all documentation to the
IEs associated with analysis results and inpy
For the Step 1, Step 2 and Step 3 evaluation
PacifiCorp provided all the output results ang
analysis directly to the IEs. PacifiCorp was
very forthcoming with this information and at
no time did the IE feel access was restricted
limited.

The IE shall monitor any negotiations wit
short listed bidders.

hPacifiCorp informed the IEs of all contract

negotiation sessions and provided the
opportunity to participate; At the IEs request
PacifiCorp also prepared Issues lists and
contract mark-ups during the contract
negotiation process to allow the IEs and

or

Division to keep up to date on the status of key

contract negotiation issues. There were also
negotiation status calls with the Company to
discuss the negotiations. Merrimack Energy
participated in many but not all the negotiatic
sessions.

The Division and IE may ask the
PacifiCorp Transmission Group to condu
reasonable and necessary transmission
analyses concerning bids received.

Based on previous RFP experiences, the Ut
ctequested that PacifiCorp Transmission
conduct a Technical Workshop for bidders td
explain Attachment 13, describe future
transmission system upgrades, and also dis
the interconnection process. The Workshop

CUSS

was held on January 19, 2010.

B. Consistency of the Process With Regard to an Effective Comijitive Solicitation

Process

Merrimack Energy has developed a set of criteria that werggnese to evaluate the
performance of the soliciting utility in implementing a conipet solicitation process.
These criteria were identified on pages 22 and 23 of this Repadthisirsection, the
performance of PacifiCorp is assessed in more détail.

This All Source Request for Proposals process was a detailegspr@ncompassing the
development of the RFP through contract negotiations. Based on Mekrigmergy’s
experience with competitive bidding processes and observations regasdoiy
processes, the key areas of inquiry and the underlying principées hys Merrimack
Energy to evaluate the bid evaluation and selection process include the following:

2 |t should be noted that there is overlap withdhiteria and assessment of PacifiCorp relativénéo t
criteria since some of the criteria are consistdgtit the requirements identified in the Utah Stesut
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. Were the solicitation targets, principles and objectives clearly defined?
. Did the solicitation process result in competitive benefits from the process?

. Was the solicitation process designed to encourage broad paiditifeim
potential bidders?

. Did PacifiCorp implement adequate outreach initiatives to encoaraggificant
response from bidders?

. Was the solicitation process consistent, fair and equitable, comgredeand
unbiased to all bidders?

. Were the bid evaluation and selection process and criteria reastraatsparent
such that bidders would have a reasonable indication as to how they leould
evaluated and selected?

. Did the evaluation methodology reasonably identify how quantitative and
gualitative measures would be considered and applied?

. Did the RFP documents (i.e. RFP, Attachments, Appendices, Priomgy &nd
Model Contracts) describe the bidding guidelines, the bidding regeims to
guide bidders in preparing and submitting their proposals, and the bid @sraluat
and selection criteria.

. Did the utility adequately document the results of the evaluatah selection
process?

10. Did the solicitation process include thorough, consistent and acaui@t@ation
on which to evaluate bids, a consistent and equitable evaluation process,
documentation of decisions, and guidelines for undertaking the solicitation
process.

11.Did the solicitation process ensure that the Power Contractdesigned to
minimize risk to the utility customers while ensuring that prigjeselected can be
reasonably financed.

12.Did the solicitation process incorporate the unique aspects aftithig system
and the preferences and requirements of the utility and its customers.

The implementation of the 2012 All Source Solicitation process velatd the
characteristics identified previously is described below. Meck Energy has been
involved in all aspects of the solicitation process.

1. Solicitation Targets
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The RFP document clearly defined the amount of capacity requélseediming for
providing the capacity, the type of products and product characteristigired, the
duration of the contract, and bidder eligibility.

2. Competitive Benefits

Competitive benefits can result from a process that encouragagea number of
suppliers in combination with reasonable bidding standards and requirearghta
balance of risk in the associated contracts such that the prazadgs to robust
competition, lower prices for consumers, limited risk and reliability.

PacifiCorp’s solicitation process encouraged a robust responsetlieormarket, with
many large and significant project development firms particigan the process. The
RFP documents are transparent and allow bidders to effectivédgtrédie contractual
provisions in their pricing, since the model contracts for each eofptimary product
options included in the RFP. Importantly, PacifiCorp’s approach to theeggowas
designed to maintain competitive options throughout the process, from siobnogs
bids through negotiation of the final contract. Furthermore, the prbessseen designed
to incorporate market changes into the final pricing even of tieetsdl project through
the use of fixed and variable pricing components for capital cast€apacity charges.
The application of the two-stage bidding process — initial bid/bestiaadoffer — led to
a more competitive and effective process since bidders couldtrefieket changes in

their final bids and the time for completion of contract negeotiativas reduced. As we
have also noted, we feel PacifiCorp has expertly negotiated thecowith CH2MHill
for the Lake Side Il project and effectively utilized the presesfcthe benchmark option
to extract value from the supplier to the benefit of customers.

3. Broad Participation from Potential Bidders

As noted above, the process encouraged a significant number of proosa as
different technologies (e.g. gas-fired combined cycle units, desenabustion turbine
technologies, and reciprocating engines). Contrary to the 2012 Ri#fdn a number of
prospective bidders submitted responses to the Pre-Qualificatiorspiogedeclined to
submit a proposal, in this solicitation most bidders who submittedjyaification

responses did submit a proposal. As noted in this report, the overall ani@apacity
bid in the base load and intermediate categories significanttgeeed solicitation
requirements.

4. Qutreach Initiatives

PacifiCorp has done an effective job of maintaining communicatiorts bidlders and
providing information to prospective bidders in their competitive salicitaprocesses.
PacifiCorp has a large database of potential bidders and matketddFP to those
prospective bidders. PacifiCorp also maintains a section on theiitevdbsoted to open
RFPs which bidders could easily access. Also, through the sadicitgirocess,
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PacifiCorp initiated a Bidders conference and Transmission workshioallyF
PacifiCorp allowed bidders to keep their projects open during suspesfg¢he RFP and
effectively allowed bidders to update their proposals. Finally, thargeprocess in Utah
allowed prospective bidder to have input into the RFP approval process.

5. The solicitation process should be consistent, fair and etpble, unbiased, and
comprehensive

The principal areas of focus for our assessment of PacifiCatpSource RFP are on
the RFP document and on the Company’s performance in carrying quittess, from
issuance of the RFP document to completion of contract negotiationkeYheiteria

(fair, equitable, consistent and unbiased) are applied to PacifiGarplementation of
the evaluation and selection process as well as the Companytyg tbihdhere to the
requirements outlined in the RFP document. Therefore, the critiqudoais on the

implementation of the process rather than specific issues regarding th&sproce

In our view, PacifiCorp’s solicitation process was an open, faircandistent process in
which all bidders had access to the same information at thetsameThis was ensured
through use of a third party website (i.e. Merrimack Energy’s walend the role of the
IEs. There were also a number of lessons through previous RFReetieaincorporated
in this RFP. For example, the onerous credit requirements thdearpeoblems for
bidders in the 2012 Base Load RFP were effectively revised f&kltisource RFP to be
more consistent with industry standards. As a result, it is ow that the final RFP
document generally provided clear and comprehensive information albeut
requirements of bidders, product definition, schedule of the process, reemisefor
submitting a proposal, and the opportunities for competing. Bidders shotddblean
able to understand how best to compete in such a process.

While it was our view that the bidding documents and materials wiea@ and
comprehensive, several bidders still did not meet the requirements of the RFP.

The price evaluation methodologies were designed to evaluate lgsthe same or
consistent set of input parameters, assumptions, and modeling methaloOge
served to ensure a consistent evaluation of bids.

With regard to bias, the most obvious consideration is whether the priacess one

type of resource option or bidder over another. While Merrimackgyrexpressed some
concern about the evaluation of ownership options with a 40 yeacpldg versus a

Tolling Service agreement with a contract term of 20-25 yeasedon our review of
the outputs and discussions with the Company and other IEs there digpeair to be

undue bias in the evaluation.

With the exception of PacifiCorp’s decision to prematurely tertaidae diligence and
contract negotiations with the project, overall, PacifiCospdacted the pre-
qualification process, the bid evaluation and selection process, andcotorggotiation
process consistent with the bidding guidelines and requirements outlined in the RFP.
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Finally, we do not believe the benchmark resource had any inherenitaglvan the
process. In our view, the benchmark was treated the same as anpidtHa sum, all
bids provided the same information on which to conduct the evaluation.(Rapifivas
also diligent in ensuring that the offers at Lake Side Il afivipled the same cost
information and there was no possibility that an “apples and oracgegarison would
take place.

Through contact with Bidders (in the presence of the IE) Pacifi@agbe all reasonable
efforts to provide consistent information to all bidders and to preventogise of
confidential bidder related information. PacifiCorp was inherentlyded on ensuring
that all bidders competed on an equal footing and had access to thefeemation and
maintaining all communication protocols and Code of Conduct requiremeataré\hot
aware of any violation of the Code of Conduct or communication prottimaaghout
the process.

PacifiCorp also established Project Teams and developed protocals idéntified the
relationships between the teams, including how access to blinded andinusdbl
information will occur. In our view, PacifiCorp diligently followedsitpolicies and
procedures and were not aware of any violations of the Code of Condpiatocols.
Furthermore, all communications with Bidders was initiated in cotjmavith the IE
and the IEs and Division staff participated in all calls with Bidders.

Finally, the solicitation process was well structured to ensha¢ the information
required in the RFP document was linked to the evaluation criteria.

6. Transparency of the Process

The RFP documents, workshops for bidders, interactive questions and ameo&ss
with bidders, and posting of key documents by the Company and IEl ab ke process
where bidders would have significant information about the procedseaadiare how to
effectively compete. The information required of bidders was cleat concise as
witnessed by the generally complete and consistent proposals sabbyttbidders. In
conclusion, it is our view that the solicitation process wasrespent process and in
that regard was consistent with or exceeded industry standards.

7. Application of Quantitative and Qualitative Measures

The RFP document clearly articulated the quantitative and quaditegchniques and
requirements associated with the evaluation process. The methodolabresdels were
clearly described in the RFP (which exceeds industry standardsyere also consistent
with the Company’s Integrated Resource Plan. Also, the Priopgf Sheets and Term
Sheet process served to ensure bids would be evaluated on a consistenbiased
manner. These processes took the “guess work” or interpretaiionf the process.
PacifiCorp also provided bidders the opportunity to utilize indicesHeir tcapital or
capacity charges that could allow bidders the opportunity to ma&hdosts with the
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indexed pricing in their bids. Such indexing opportunities provided bidddts tive
ability to minimize market risk in their pricing proposals ardved to put utility cost of
service and third-party PPA or TSA’s on a more level playing field.

PacifiCorp also consistently applied the non-price or qualitaéiaduation criteria in the
evaluation of the bids. Merrimack Energy conducted an independent refvite non-
price evaluation of the intermediate bids and generally agrebadhetnon-price ranking
and scoring completed by PacifiCorp. While we had a few diffeeit scores of select
bids, the differences were not significant enough to influencshbs list selection and
ranking®*

8. The RFP Documents should describe the process cleadpd provide adequate
information on which bidders could complete their proposals

This objective deals with the quality of the documents contaméuki RFP package (i.e.
RFP, Contracts, Bid Forms required of all bidders, and other Attasfisrand pertinent
information) and the integration among the documents. PacifiCorpB Brovided
considerable detail regarding the information required of bidders, i foa evaluation
and selection, and the criteria of importance. The RFP proces$/gheovides a direct
link between the RFP document, bid form and contracts. In our experigecéll
Source RFP is a very detailed and complete document which provsigsifecant base
of information to guide bidders in developing their proposals.

9. Documentation of Results

The price evaluation process (Steps 1, 2 and 3) was well documedted@ported. The
Company provided all necessary supporting information to the IEsidingl details on
the input assumptions, model outputs, and detailed summaries of refsdtsth& Term
Sheet process led to complete and thorough information on all bids.Ceagifalso

provided the IEs with Issues Lists and other information about the pisghsing the

contract negotiation process. The only shortcoming of this processthaasthe

benchmark resource was not subject to the same price and nonvaticagtien in Step 1
of the process as the other bids.

10. The solicitation process should include thorough, consistenand accurate
information on which to evaluate bids

The bid forms (Appendices A, B, C, D and G) require a signifiambunt of
information that bidders must include in their proposals. The requirsn@ntifferent
Eligible Resource Alternatives vary and are clearly outlime@hart 4 in the RFP. Based

on PacifiCorp’s evaluation process, the vast majority of this nmition is used in the
analysis and is consistent with the evaluation criteria developedeVel of information
provided ensured that PacifiCorp could undertake a consistent and comprehensiv
analysis of each proposal and reflect the individual attributes abf peoposal in the

2 Merrimack Energy substituted ites non-price scéwe®acifCorp’s scores and calculated a total
price/non-price score. The results did not changterally.
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evaluation. We did not find any biases in the evaluation criterjpracess that could
benefit the benchmark resources or other types of resource alternatives.

11. Contracts

Merrimack Energy reviewed the model contracts in the RFP to esribar provisions
were consistent with industry standards and provided a reasonableebafansk. In
addition, Merrimack Energy conducted a detailed review of the frajineering,
Procurement and Construction (EPC) Contract between the CompagHaindHill for
the Lake Side Il project. Based on our review of this contractpwad that the contract
was consistent with industry standards and provided a fair bab@taeen the needs of
the Company and its customers, as well as the bidder. In fact, evsuthe contracts
were expertly negotiated by PacifiCorp and provided enhanced watuestomers while
providing reasonable protection from risk of cost overruns or faituggerform by the
EPC contractor.

12. Preferences and Requirements of the Utility

PacifiCorp clearly identified several important requiremehtst bidders must meet,
including the requirement that power be delivered by the dellédre PacifiCorp control
area, PacifiCorp will not be subject to Variable Interest £MIE) treatment, along
with other eligibility requirements. In particular, transmissi@guirements and VIE
requirements are consistent with industry practices in a numhmhef RFP processes.
These requirements were clearly described in the RFP.

C. Watch List Issues

At the beginning of the competitive bidding process, Merrimackrn identified
several issues which we felt could have a significant impacthenotitcome of the
process. In particular, we raised a number of issues in ounarigpril 2008 Report on
the Draft 2008 All Source RFP. These issues were referred tovadsh list” issues,
meaning they merited special attention. Our scope of work reqthiee we address the
watch list issues. A description of the watch list issues dmdlef discussion regarding
how these issues were addressed and resolved are included in this section.

Credit Requirements

Credit is a major issue in virtually competitive bidding procesde addition, the
approach to credit and security varies by utility with no rs@tistry standard. Merrimack
Energy was very critical of the credit assurance requiremerte 2012 RFP in which
PacifiCorp required bidders to provide a commitment letter or Gtyaed the time or bid
submission. PacifiCorp, with input from the IEs, decided to requirguaranty
commitment letter from the entity providing guaranty creditiessces on behalf of the
bidder only after a bidder is selected for the final short lisis Tevision was not subject
to criticism by bidders as being inconsistent with industry statedand ensures that only
bidders who are in negotiations for a contract will be required to gwosuch a
commitment letter.
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2. Comparability of resource evaluation related to assessment ofitti-party bids
and benchmarks

In our April 2008 report, Merrimack Energy raised the issue of coabgdy between
utility-owned resources and third-party PPAs or TSAs in the etatugrocess.
Comparability raises issues of fairness, equity and bias in the evaluatiessroc

Comparability is basically the treatment and evaluation of bendisnaard third-party
firm price bids has been a major issue in competitive bidding gsesein cases where a
utility cost of service option is competing against a firm @ticird-party PPA or TSA.
Third-party bidders generally argue that utility cost of servbids have a distinct
advantage because the bid price is based only on an estimate. itthes widually able to
recover actual costs incurred as long as the costs are digeooent. Therefore, the
utility does not take price risk. Instead, the price risk is shifted to custevhersicur the
costs of a plant based on the actual costs to build and operatdirdhgatty firm price
bidder, on the other hand, bids a firm price and takes the pricéd dskts are higher or
lower than estimated. The implications of evaluating a cost efceeoption versus a
firm price PPA or TSA has raised issues about the best metiptactothe two bids on a
more level playing field for bid evaluation purposes.

PacifiCorp has addressed comparability in its RFPs in seveyas.aFirst, PacifiCorp
allows all bidders to submit index a portion of their bid pricgpl®restablished indices.
This serves to place third-party bids and cost of service optionsmarealevel playing
field. Second, bidders have the option of offering different alternatd& with multiple
pricing options or structures. In fact, in the All Source RFP, akébélders offered both
TSA and Asset Purchase and Sale options. Third, for this RFPGRapifinitiated a two-
part pricing mechanism (initial bid and best and final offer)sThechanism allowed all
bidders who made the short list to effectively provide firmesipgi closer to the time for
contract negotiation.

3. Equality of Contract Provisions

An issue related to comparability is the different risk prefilssociated with each
contract structure and the possible benefit afforded to onectymieact structure over
another. For the 2012 RFP, Merrimack Energy undertook a detailed revidhe
different contracts (notably an Asset Purchase and Salenagme&here a utility would
eventually assume ownership over the project on a cost of séasi® and a TSA or
PPA which allocates much of the risk to the third-party bidteeensure they included a
reasonable balance of the risk or identify areas where thereskheas skewed to favor
one contract structure over another. Merrimack Energy undertook ewrefi the
contract with these issues in mind to ensure there is a reasdralblece in risk
allocation. Since the contract provisions in the model contracts hatvenaterially
changes, we did not repeat that assessment for the All Source RFP.
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4. Assessment of the modeling methodologies and applications bé& tmodels to be
used

The modeling methodologies, input assumptions, and selection process abwags
under scrutiny in a bid evaluation process. One focus was whetherethedwologies
effectively address bids of different types, terms and in-serdates and therefore
contained no inherent bias. In addition, it is important to assess whath@methodology
accurately accounts for all costs and benefits. This ingmle was identified because
such an issue is a typical watch list issue given the impetaithe evaluation methods
and models for producing consistent and detailed results. The modelingdalegies
employed by PacifiCorp have also been vetted by the partieh@arm@btmmission as part
of the Bid Evaluation Methodology Conference as established by the Ssimmand
subsequent Commission Order.

After review, Merrimack Energy has concluded that the modelsratdodologies used
are very detailed and comprehensive, accurately accountirall foosts associated with
the evaluation. The modeling methodologies are state of the arteaathang the most
comprehensive and effective methodologies utilized in all theitsdlon proceses in
which we have participated. Furthermore, the price evaluation metlgydisl designed
as an integrated evaluation process for Steps 2 and 3 which réfiegtapact on total
system cost associated with different resources and portfolios considered.

5. Imputed Debt (Direct or Inferred Debt)

A constant source of controversy in competitive bidding processé® isdatment of
imputed debt for third-party power projects. Some utilities include fixed cost
associated with power purchase or tolling service agreemedébtien the balance sheet
and add these costs into the evaluation of bids. Third-party developsend that
imputing such costs provides a distinct competitive advantage faty wélf-build
options. However, utilities contend that debt characteristics of pgwuchase
agreements impose real costs on utilities and must be accountedHerbid evaluation
process. PacifiCorp has proposed a creative approach to imputed delotefirs
consideration until after completing the final short list and betbeefinal resource
selections are submitted for approval by the Utah Commissionkap@atedgement by
the Oregon Commission. The Company agreed not to take into accourttgbaiasts to
the Company associated with imputed debt as part of its econoalisia in the initial
or final short list evaluation. The IE supports this approach ayiaj concerns of
bidders or discouraging bidding if imputed debt is included as patteoinitial bid
evaluation process. We feel this approach will encourage bidders topaaet in the
process and is a positive step.
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X. Conclusions and Recommendations

The solicitation process and procedures developed and implemented ibZdaac
including the bid evaluation and selection process and methodologies atdystance,
consistent with Utah competitive procurement requirements and indsiatrgtards and
led to a fair, consistent and unbiased evaluation and selection processcduisition of
the CH2MHIll project at Lake Side is in the public interest ahduld lead to the
acquisition, production and delivery of electricity at the lowessapable cost to
PacifiCorp’s retail customers taking into consideration long-tamch short-term impacts,
risks, reliability and financial impacts on PacifiCorp. In thajarel, the resource selected
through this process represents a resource that was subject iteddstautiny and
evaluation, was vetted through a fair and equitable process, itstja contractual
arrangement that ensures an effective balance of risk with benefits to etsstom

There were also a number of lessons learned, both positive and nefgativ@revious
solicitations that can have positive impacts in designing apteimenting the All Source
procurement process.

The following are the overall conclusions associated with the All Source RFP.
Conclusions and Recommendations

* The solicitation process was undertaken in a fair, equitable and edbranner
by the Company with the oversight of the IE up through the contractiaggot
process. (reference: 2c — page 13) While the IE feels th&t@api followed its
procedures and processes in selecting and negotiating a cowithcthe
CH2MHIill Lake Side 2 project, the IE feels that PacifiCorpynhave deviated
from its stated procedures and evaluation methodology in its decissoildenly
and prematurely terminate due diligence and negotiations with the project,
after previously selecting the project for the final short liased on its bid
evaluation and selection process. While PacifiCorp did follow theegso for
evaluation and selection of resources, the IE is of the view thefi®orp
prematurely terminated negotiations and due diligence on the project.

The CH2MHill Lake Side 2 project was the lowest reasonablé autson for
customers taking into account all costs and risks. This projecse¥asted in all
portfolios in both Steps 2 and 3 of the evaluation. In addition, PacifiCorp was able
to effectively negotiate a contract with the project that basnisk to the
developers and customers. (2b — page 13).

PacifiCorp’s analysis illustrates that Portfolio 2, which inelddboth the
CH2MHIill project and the project, is the least qustfolio on a Risk
Adjusted PVRR basis under a range of CO2 cost scenarios gefngim $0/ton to
$100/ton. PacifiCorp states that the reason that Portfolio 2 does bwite
Portfolio 1 on a stochastic cost basis is the opportunity for the plant to sell
into the market. PacifiCorp also concludes that its due diligenoermsrates that
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transmission access is not adequate to deliver the power from thefacility to
its load until 2016.

PacifiCorp treated the benchmark option fairly and consistentlyiveelto all
other bids. The benchmark resource was required to provide the sametidorm
as all other bidders and was evaluated consistently. FurthermoiféC &g@ctook
care in the evaluation to ensure all cost information provided bpitlseat the
Lake Side site was consistent and complete. PacifiCorp utiliezdbenchmark
resource option expertly in this process to negotiate more faeopaicing and
contract terms from competitive options. (reference: 2d — page 13)

PacifiCorp undertook detailed due diligence in assessing the pbtgiasition
of the project as should be expected of such a resmgaisition process.
PacifiCorp organized a due diligence team with expertise amgerof disciplines
associated with power generation project ownership and operations.

PacifiCorp has identified several reasons for terminating neigoisawith the
project including the resource is not used and useful and therenamalzer of
uncertainties associated with transmission availability and accéss markets to
sell the power from the project in the near term. (reference: fidge 13) As
noted above, the IE is of the opinion that PacifiCorp terminated tigerdie and
negotiations prematurely with the project. (reference: 1f — page 13)

The RFP process was a highly transparent process, providing di@témenation

about the requirements for bidding, the products requested, the evaluation
methods and methodology, the evaluation process, bid evaluation critetia (bot
price and non-price), the weights for the criteria, information reduof the
bidder, requirements of the bidder for submitting its proposal, the sehémtul
undertaking the process, and risk parameters of the Company aBadentihe

RFP and related contracts. In conjunction with the role of thehiiesighout the
process, in our view the transparency of the process signifieatéeds industry
standards for other competitive bidding processes.

The initial or indicative bid/best and final offer process proved tcabeery
effective process. This process allowed bidders on the shdad tsnhduct further
analysis of the cost of their projects and update pricing closéne time of
initiating contract negotiations. It is interesting to note thiatevmost short listed
base load options reduced their price from initial bid to best arad fffer,
intermediate bids generally resulted in an increase in the loel. greference: 1b
— page 13)

The bidder outreach and communication activities implemented byiGRapi

were designed to encourage broad participation from the mdrketfiCorp
maintains a large database of potential suppliers and informeddhpgkers of

the development and issuance of the RFP. Furthermore, throughout thes,proces
bidders were informed through bidder and technical conferences, workahdps,
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Commission hearings. In addition, there were 120 questions and answexs pos
to Merrimack Energy’s website prior to suspension of the All SOlREP in
February 2009 and another 22 questions and answers after resumption bf the A
Source RFP.

There was a robust response from the market for base load andenfitaan
resources with a wide range of project structures, projectitos, and
technologies proposed. The level of response to the RFP signifiexcieded
bidding requirements and was sufficient to provide a competitive process
throughout. The selected resource was a lowest cost option and should not possess
the specific risks to development that other resources faced.

The solicitation process led to the ultimate selection of onlyesmurce for 2014
capacity in the amount substantially less than that requested in the RFP.

The competitive solicitation process is closely linked to the tated Resource
Planning process. This includes significant input from other makicipants

and interested parties in the assessment of the need for podvreaamount to

be bid, input assumptions, modeling methodologies, and resource selection
process.

All bidders were treated the same and provided access to theis@mmmation,
including both third-party bidders and the benchmark team. The PagfiCor
management team was very effective in providing consistent infimmto all
bidders throughout the process, even during conference calls with bidders.
(reference: 2f — page 13)

The Code of Conduct and communication protocols were well developed and
clearly identified in the RFP and were taken very seriouslyPhgifiCorp.
Members of the bid teams were subject to training on the protocols prior to receipt
of bids and were informed of the importance in following the protodtks were

not aware of any violations of PacifiCorp’s Code of Conduct and aoriwation
protocols. The Company appeared to diligently follow the Code of Conduct and
did not deviate from the requirements.

The IE can document that the confidentiality requirements assdoveith the
exchange of information between PacifiCorp, the IE and the bidders we
maintained. The IEs were copied on all communication between Rapifehd
the bidders and were invited to participate in all negotiations sousgsions
between PacifiCorp and any of the bidders. (reference: 2i — page 13)

The Bid Pricing Sheets (Form 1) were clear and transpareriedrid consistent
information provided by all bidders. PacifiCorp’s efforts to also plete bid
summaries or term sheets with bidders was a positive stepstoeethat bidders
and PacifiCorp fully agreed with the components of the offer. Ourissilye with
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the bid summaries is that the process is fairly lengthy antti e shortened by
informing bidders of a specified schedule for completing the bid summaries.

PacifiCorp offered a range of resource alternatives which allodders to
structure their proposals to take maximum advantage of their dépabénd
project characteristics. The definitions of the products and themafan
required from bidders for each alternative were clearly described RRRe

The combination of the range of resource alternatives and the allovi@nce
bidders to offer alternative bids led to creative project offgrimcluding both
Tolling Service Agreements and Asset Purchase and Sale Agmeeror the
same projects. In some cases, bidders offered a short term tajnegment
followed by an Asset Purchase option in a specific year.

While bidders offered several creative alternatives, Pacii@omodels and
methodologies were capable of effectively model such alternatives.

PacifiCorp offered one of its own sites to Bidders, which provgieral options
for bidders to consider in structuring their proposals. This is nobramon
practice in competitive bidding processes.

The Benchmark resources provided the same information requiredbodcgirs.
Furthermore, the Benchmark team provided detailed back-up informatithe t

IE on the cost and operating characteristics of the benchmark cesoand
responded to all questions about the resources. The IE audited anteuatiica
information and concluded that the cost and operation information was
conservative and complete and was not intended to provide a “low ball” cost
estimate. (reference: 2d — page 13)

PacifiCorp evaluated the benchmark resources consistently \with lnitds in the
Step 1, Step 2 and Step 3 phases of the price evaluation.

The Bid evaluation models and methodologies are very appropriate fooshe
and risk analysis undertaken by PacifiCorp. In particular, the moded
methodology underlying the Step 1, Step 2 and Step 3 analysistarefdtze art
and provide very comprehensive and complete evaluation results. (cefeten-
page 13)

PacifiCorp provided the individual models and results for each proposal
underlying the Step 1 evaluation (RFP Base Model) to the IEs. Iricagdi
PacifiCorp provided very thorough and detailed evaluation reports fdoabe
load options and intermediate options that allowed the IEs to easigw the
results. Conference calls were also held with the IEs to disttiessesults.
PacifiCorp provided similar documentation for the Step 2 and SteplGations,
including providing the IEs with detailed model runs. While the IEsndidhave
direct access or control over the models themselves, the leveladf mevided
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and the explanation of the results was sufficient. Thus, the |IEccdinng that we

did have access to all data, model results, input assumptions and other information
necessary to render a thorough evaluation of the quality and comgingdreess

of the process. There were no occasions where we felt Pacifi@aspnot
responsive to our requests for information. Furthermore, given theenatuhne
models used by PacifiCorp, it was the view of the IEs that réggethat
PacifiCorp run other cases and reviewing and questioning the redultse
evaluation was more effective and timely than if the IEs gitedhto run the
models ourselves or undertake a totally independent evaluationefrefe?h —

page 13)

Merrimack Energy has concluded that the models and methodologidsates
very detailed and comprehensive, accurately accounting for @ associated
with the evaluation. The modeling methodologies are state of thandrtare
among the most comprehensive and effective methodologies utilized time al
solicitation processes in which we have participated. Also, the individodels
used in Steps 2 and 3 of the evaluation process are standard inclodétg used
by a number of utilities. Furthermore, the price evaluation metbggols
designed as an integrated evaluation process for Steps 2 and 3 wleicts tee
impact on total system cost associated with different resouncesportfolios
considered. (reference: 1e — page 13)

The level of documentation supporting the resource evaluation and @electi
process was very detailed and significant. The Company providedetaded
back-up documentation to the IEs during the Step 2 and Step 3 evaluations.

All bids were required to provide consistent information, including the benchmark
resource. The Term Sheet process proved to be an excellent stesuite that all
bids provided consistent information and were fairly and consistently evaluated.

The IE confirms that the negotiations between PacifiCorp and GHiRMNnd
PacifiCorp and were conducted in a fair and consistanter, with no
undue biases toward any bidder. PacifiCorp negotiated fairly but ssighky
throughout the negotiation process. There were no attempts on the part of
PacifiCorp or the counterparty to affect the timing of the nagotis process
attempt to inhibit good faith negotiations. In particular, we fedit tPacifiCorp

was able to leverage the presence of the benchmark resourcegdbatee
favorable price and commercial terms with CH2MHIill for thekéaSide Il
project. In addition, PacifiCorp has secured a reduced price frorhetteand

final offer. (reference: 2j — page 13)

The blinding of the questions and answers from bidders prior to bid ssibmi

was effective in encouraging bidders to ask questions without igiegtitheir
affiliation. Approximately 120 questions were submitted and responeg&lgd

prior to suspension of the RFP and another 22 questions and answers were
submitted after resumption of the RFP.
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The IRP group and quantitative analysis groups within PacifiCorp thereugh
and responsive in completing the analysis over a very shortréimef The
members of PacifiCorp’s team were generally able to prahioeugh responses
and explanations of the results and basis for the analysis.

The RFP took several important steps in the right direction in mooewgrd
comparability for third-party power purchase agreements and afoservice
options. This included the allowance for indexing of capacity or aapdsts,
contract provisions designed to balance risk, the implementation tfthstage
pricing process (initial bid/best and final offer) and the redamn that contract
negotiations would address both price and non-price factors. (refelenegage
13)

PacifiCorp made significant strides in developing a credit methodologylit
support amounts and a security posting schedule that leads to egediements
that are consistent with industry standards and offer some figxidoi bidders.
(reference le — page 13)

PacifiCorp’s decision to address imputed debt impacts at thesladtisn phase
of the process rather than in the initial evaluation phasepssdive step for
encouraging third-party bidder participation and putting projects from-garty
bidders on a more equal footing with utility cost of service optginse the
application of imputed debt is not included in the bid evaluation and selecti
process. (reference le — page 13)

The information provided by the Benchmark resource options was ytotall
consistent with the information required of third-party bids.

The credit requirement issues that plagued the 2012 RFP were issua in the
All Source RFP. PacifiCorp did make adjustments in the requirefoebtdders
to provide a guaranty commitment letter from the entity providureyanty credit
assurances on behalf of the bidder and/or necessary letter dfamennitment
letter from the financial institution providing letter of credgsurances. The All
Source RFP required that Bidders provide the guaranty commitntismtvigthin
20 days after the Bidder is notified by the Company that the Bidds been
selected for the final short list rather than at the timesuddmission of pre-
gualification information. None of the bidders raised credit as are igs this
solicitation.

The evaluation criteria, weights, and scoring factors were gnerpplied
consistently among all bids and the benchmark. The Step 1 evaluation was
generally completed as outlined in the RFP. The price and nonguateation

and scores were completed by PacifiCorp and provided to the IE§CPg:
initially completed the evaluation of the base load bids and followedithptive
evaluation of the intermediate bids. In both cases, Pacificorp providailedet
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documentation of the results to the IEs. Merrimack Energy conducgted a
independent assessment of the non-price scores for each of theeditge bids

and was able to verify PacifiCorp’s rankings. Since all basd lmds were
selected for the short list (in agreement with the IES) rieck Energy did not
complete a non-price assessment for the base load bids. (reference: 2e — page 13)

The IE was concerned at the beginning of the process that Rapifiave the
flexibility to vary the stated price range in the RFP for puepadf awarding price
points to ensure the stated balance between price and non-price scores
maintained. PacifiCorp was required to vary the range for therietBate bids to
maintain the price/non-price balance.

As noted by the IE in comments on the 2012 RFP, the blinding of bids higghe
proved to be time consuming without much value to the process. The Commission
granted a waiver from blinding of bids in this solicitation. The |Esdoat believe
blinding the bids in this process would have added value. It is diffcataintain
anonymity and any attempt is a time consuming process. The ability 60@ggi

to produce detailed output reports and the ability of the IE towethe reports

and ask questions during the evaluation process is more than adequateds addre
any bias concerns. If blinding is to occur in future solicitatiotie IE
recommends that it be limited to questions and answers from bidders only.

While a few bidders mentioned that indexing of capacity and taqp&is has
some value, the limited application of the indices does not mesp#uific cost
components that are of most concern to bidders. Bidders expect pragest
including equipment and EPC costs to continue to change, with EPC oonstract
unlikely to offer a fixed price proposal in the early stagiethe bidding process.
However, the opportunity for bidders on the short list to submit admesfinal
offer allowed the bidders to firm up the costs of their projeasetl|to time of
contract negotiations. (reference: 1e — page 13)

The Transmission workshop provided by PacifiCorp with the assistahce
PacifiCorp Transmission is a valuable component of the process and prthade
opportunity for bidders to get a better perspective on transmissiec{s, costs
of interconnection, transmission constraints, and interconnection requiserment
most solicitation processes, transmission and interconnection are dgmeomgst
complex and uncertain issues and PacifiCorp has taken a poskpeirst
providing information to bidders with regard to these issues.

In our view, timeframe for completing the solicitation process masonable and
was certainly shorter than the 2012 process. While the indichitibest and
final offer process added a few months to the evaluation procesquélity of

the offers and the initiative taken by PacifiCorp to encourage lddereview

model contracts prior to negotiations was a positive. As a rdheltcontract
negotiation process was quicker and more efficient.
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* Our assessment of the terms and conditions of the Engineeringydtnant and
Construction contract between PacifiCorp and CH2MHill for the L3ide Il
project shows a well managed balancing of risk among customeestse
Company interests, and EPC contractor interests. Consistemtindtistry
practices skillfully applied, the agreement is soundly structur@dthin that
structure, the risk is well managed in ways which benefit theoimess of the
Company. PacifiCorp has maintained an active role in monitoringféeddieely
overseeing project development and construction activities. (referdgmeepage
13)
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