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Executive Summary

On September 28, 2012, PacifiCorp (“Company”) notified the Public @&®@bmmission of
Utah (the “Commission”) that the Company will not be pursuing aurege for the 2016 time
period under the All-Source Request for Proposals for 2016 ResouAleSd@turce RFP” or

“2016 All Source RFP”). PacifiCorp stated that upon further evaluatioough its Needs
Assessment and based on the most current information availab@orni@any determined that
there is no longer a need to acquire such a resource for the @ §driod. The Company
therefore announced that it had made the decision to cancel the All Source RFP.

The Company also concluded that the 2016 resource need can be most eadbnoreicwith
front office transactions, primarily in the west side of the Camgigasystem, and acquisition of
Class 2 demand side management (“DSM”) resources throughout thea@ym service
territory. The All Source RFP for 2016 Resources had been initigtBadifiCorp in April 2011
through a notice filed by PacifiCorp that it intended to conduct aitsdion process for a
resource forecast to be in service in 2016 and requested the Commission to open.a Docket

Merrimack Energy Group, Inc. (“Merrimack Energy”) was retdingy the Public Service
Commission of Utah to serve as the Independent Evaluator (foE'PacifiCorp’s All Source
RFP for 2016 Resources. Utah Code Section 54-17-101 (known as the “EnemycBes
Procurement Act”) requires the Commission to appoint an IndependeniEraio monitor any
solicitation conducted by an affected electrical utility undes tihiapter. One of the tasks of the
IE is to prepare a Final Report on the solicitation process. This Report meets)thisgment.

Merrimack Energy’'s involvement as Independent Evaluator began aethenitiation of the
RFP development process and continued through the Company’s final decistominate the
RFP. The roles and functions of the Independent Evaluator in Utadefined in the Energy
Resource Procurement Act and in Rule R746-420-6 (“Utah Procurement)RAgedefined, the
objective of the Independent Evaluator is to actively monitor theitadion process for fairness
and to render an opinion as to whether PacifiCorp’s solicitation moeésir and in compliance
with Utah state law and Commission orders.

The criteria set forth in Section 54-17-302(3)(c) of the Utah Quelades a determination from
the Commission that, in ruling on a request for approval of a sigmifieaergy resource
decision, the utility’s decision is compliant with the EnergydRese Procurement Act and its
rules, is reached in compliance with the solicitation process agplpvéhe Commission, is in
the public interest, taking into consideration whether it will intiely result in the acquisition,

production and delivery of electricity at the lowest reasonables dostetail customers of a
utility, reflect long-term and short-term impacts, risk, reliégil financial impacts on the

affected electrical utility, and other factors determined by the Conanits be relevant.

The solicitation process and procedures developed and implementecififyd?a, including the
bid evaluation and selection process and methodologies are, in supstargistent with Utah
competitive procurement requirements and industry standards and leditp cansistent and
unbiased evaluation process.

The following are the overall conclusions associated with the All SourcedR2RX6 Resource.
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Conclusions

1. The IE does not oppose PacifiCorp’s decision to not select a resource from the All Source
RFP for 2016 Resource and to terminate the 2016 All Source RFP at this time based on
the projected significant decline in the Company’s load forecast, and projected resource
balance for 2016. Certainly, the Company has clearly demonstrated that there is no need
for the originally anticipated 600 MW gas-fired combined cycle as the incremental
resource identified in the 2011 IRP. The analysis indicates that the need for the next
large-scale combined cycle resource addition has been deferred until 2025. Furthermore,
“forcing” a new combined cycle resource into the supply plan would cost customers over
B o' the life of the project relative to a preferredotgce plan. Such a

decision would not lead to the lowest reasonable cost to retail customers and would not

be in the public interest.

2. The Step 2 evaluation results generated by PacifiCorp indicat{jj | | | |} ] NN

]
A
- -
were selected as lowest cost resourcesnany of the
scenarios considered by PacifiCorp. Tl bid was seléc{jjjij of theljlij
scenarios (e.g. combination of CO2 and gas price cases to reflect possible market price
scenarios) evaluated while tjjjjjjj ] bid was selected ] scenarios. The total
benefit associated with the portfolio of both projects under the lzesereach<jjjij
. However, PacifiCorp demonstrates that the benesge@ated with this
portfolio selection do not begin to accrue Ul . As a resultsdoestustomers will
increase prior to that timeframe.

3. To assess the basis for the economic value associated with the porijjjp of MW from
the ] resources, PacifiCorp conducted several sensitivity daassd on various
assumptions associated with fixing Class 1 DSM resources, Front Office Transactions,
and combined cycle resources in the Company'’s portfolio. PacifiCorp concluded that the
sensitivities showed that the PVRR benefits of
I bids are heavily influenced by the prospective benefitefefrdng generic long-
term Class 1 DSM, combined cycle resources, and FOTs. As long-term resources are
locked down the PVRR benefits of the proposals drop an{ijj ] rroposa
becomes uneconomic. Based on the results, PacifiCorp concluded that the sensitivity
analysis provided confirmation that the benefits of the selected bids are related to deferral
of DSM resources, long-term future combined cycle resources and reduction in front
office transactions. Likewise, the sensitivities confirm thatctiin of thejj N
I bids is not due to a 2016 resource need.

4. The IE can certainly understand the Company’s decision to not pursjjje project.
In particular, th¢jjlj project, which is proposed |l achadds potential risk
without providing benefits in all sensitivities. In addition, the contract provides benefits
in the back-end of the contract but adds to resource costs during the first five years of the
contract. The long-term nature of the contr|jjjjjj lll a'so addsrisk and
uncertainty.
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5. PacifiCorp’'s analysis of th{jjjjlf bid does show that the proposiiiilll
favorable over the term of the contract, providing a bencjjjjjjj ] The

bid would displace front office transactions. Furthermore, PacifiCorp’s analysis showed
that the cost impacts would only during|j  arye the contract. Since

the| il proposal is fJjl] years from |l  resouiteppears this resource
option would bdjjii] risky and would warrant further review and asssgsis a result,

the IE asked PacifiCorp to provide a more detailed written assessment of its reasons for
not selecting the bid. PacifiCorp provided several reasons for notisgléw|jjjjll

bid, including the following:

o The moderately favorable base case economics associated Vil bid
do not support selecting this bid to the final short list. When the bid is included in
the portfolio, it displaces front office transactions, but it does not dispatch.
Consequently, the system increases dispatch to replace energy, leading to
increased system fuel and VOM costs;

o Favorable economics of t{jjjjili  bid are tied to the deferral of FOTs over the
bid's JJjj year term|jij throudilj ). with the cost of FOTs tiedhe base
case;

o The true cost of FOTs through (jjjlj  timeframe is uncertain and lower FOT
costs than those assumed for the base case would erode uncertain benefits
associated with deferral of FOTS;

o The ] bid is not selected in all scenarios evaluated in Step 2 of the
evaluation process;

o Selection of thjjjilj bid effectively equates to locking down a hedge through
Il which results in an approximat{jjjj  year horizon. The CompaisKs r
policy specifies |l hedge horizon;

6. The IE does not object to the majority of PacifiCorp’s rationale for not selecting the
I bid for the following reasons:

o While the contract is only f{Jjj years, the contract would not be effective until
2016, which adds market risk and uncertainty;

o The economic benefits associated with ||l bid are relatively small at
[l million under base case assumptions;

o PacifiCorp could execute a bilateral contract for this project outside the Utah
procurement guidelines which requires resources of 100 MW and above and a
contract term of 10 years or more to be subject to the procurement process;

o The resource is il resource. As a result, PacifiCorp could secure the
power from this project via another solicitation process should the power be
required.

7. PacifiCorp did not undertake Step 3 of the evaluation process. However, since only one
bid, the||jll project, had il economic value, there would be néicaui
portfolios to evaluate for purposes of selecting the preferred portfolio or resources. As a
result, the Step 3 process is not necessary.

! While PacifiCorp illustrates that the project does not dispatch based on the detailed Step 2 modeling evaluation, the
RFP Base Model assessment in Step 1 showed thatdjeet operated at an approximjjjjij capacity factor,

although this model does not consider overall system operations as the more detailed and integrated SO model
would.
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8. While the IE does not object to PacifiCorp’s decision to not select |||} bid
through this solicitation, the IE does question the rationale used by PacifiCorp to reject
the bid based on the deferral value of the resource. Deferral value and displacement value
of a resource are often factored into resource evaluation decisions based on the lumpy
nature of resource additions. For example, if the load forecast did not change and the
lowest cost option wasjjjjjill  oas-fired combined cycle unit to bedtuile Currant
Creek site, the company would not execute an EPC contract for only 600 MW. Instead, if
the economics support such a decision the additional capacity would essentially be pre-
built and would displace or defer Front-Office Transactions, the next large-scale gas-fired
option, or other resources which may be included in the supply plan.

9. The initial or indicative bid/best and final offer process again proved to be a very
effective process. This process allowed bidders on the short list to conduct further
analysis of the cost of their projects and update pricing closer to the time of initiating
contract negotiations. As a result, bidders generally either reduced their pricing or kept
their bid prices the same. No bidder violated the 10% cap associated with an increase in
price. The IE found thjjjj bidders were particularly competitiveng the best and
final offer stage.

10.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 approximately 60 questions and answers posted to Merrimack Energy’'s
website, with the majority of the questions pertaining tqijj options.

11.Merrimack Energy observed that PacifiCorp was tardy in many cases in providing
responses to bidder’s questions to the IE for posting on the website. The IE had to send
several reminders to the Company to provide a response and in some cases had to resend
the original questions to PacifiCorp.

12.There was a robust response from the market for base load and intermediate resources
with a range of project structures, project locations, and equipment vendors proposed.
The level of response to the RFP significantly exceeded bidding requirements and was
sufficient to provide a competitive process throughout.

13.The IE originally recommended that PacifiCorp select proposals for each resource
category rather than allow bidders to identify the category of choice for their proposal.
The Commission in its January 3, 2012 Suggested Modifications and Order in this
Docket directed the IE to provide an assessment of this issue in the final report. The IE
should offer an opinion on whether any bid might have been rejected because it was bid
into the wrong category. While no bid was rejected because it bid into the wrong
category, there were potential issues associated with a bidder selecting the resource
category to compete in. For example, one bidder proposed || I from

the same project into the intermediate catediiii
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Two implications were
possible. First, this project could displace other intermediate bids that could be selected
for the short list in that category. Second, the selection of resources in the base load
category could be skewed and affect the short list. In this RFP, the base load short list
was comprised of all the EPC options and a five year toll. There were no other long-term
base load options to compete for the short list, which essentially guaranteed the EPC bids
to be selected for the short list. While there were no outstanding issues associated with
the bidder selecting its own category, the potential does exist for short list selection to be
skewed if bidders “game” the process to ensure they are selected for the short list.

14.The Commission in its January 3, 2012 Order also directed the IE to provide an opinion
on the impact of the Commission’s decision to not include a separate benchmark in the
2016 RFP outside of the EPC options and provide any recommendations for future RFPs
in its final report on the RFP. The IE notes that the response to the EPC options at the
Currant Creek site was significant leading to a very competitive process for this resource.
The IE concludes that with such a response, allowing for an EPC option at a Company
site provides a more than adequate substitute for a benchmark, with detailed cost and
operating information provided. In many cases, third-party bids or the utility benchmarks
may provide a more generic or conceptual option without providing details on technology
or cost details. That was certainly not the case with the EPC bids. In fact, it can be argued
that the cost and operating information provided provides a more representative
benchmark cost since these contractors will be required to construct the project at the
price bid (subject to any change orders).

15.The competitive solicitation process is closely linked to the Integrated Resource Planning
process. This includes significant input from other market participants and interested
parties in the assessment of the need for power and the amount to be bid, input
assumptions, modeling methodologies, and resource selection process.

16. PacifiCorp provided detailed Input Assumption files to the IE prior to the evaluation of
the initial bids and prior to receipt of the best and final offers. The level of detail included
in the Input Assumptions File continues to increase in breadth and detail. Some of the
assumptions are tied to the IRP process, while PacifiCorp has added assumptions based
on the specific technology, location of the project, and firmness of the capacity offered.
While PacifiCorp introduced several assumptions for the first time in this RFP, the
Company was able to provide detailed support for use of the assumptions based on the
review and discussions with the IE. The IE felt that the list of assumptions for both sets of
analysis were reasonable, although we felt the Company did not provide adequate support
for the high CO2 case provided prior to undertaking the Step 2 analysis. However, since
all resources were gas-fired options we did not view this to have implications on the final
evaluation.

17.With one minor exception, PacifiCorp followed its Schedule for the process as outlined in
the RFP. In this case, PacifiCorp notified the Commission it would not be able to meet
the schedule as required, cited the reason for not meeting the schedule and asked for a
short extension. The Commission approved the Company’s request for a slight delay in
the schedule.
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18.All bidders were treated the same and provided access to rtiee isbormation. The
PacifiCorp management team was very effective in providing stems$iinformation to
all bidders throughout the process.

19.The Bid Pricing Sheets (Form 1) were clear and transpanedtled to consistent
information provided by all bidders. PacifiCorp’s efforts to also cetepbid summaries
or term sheets with bidders was a positive step to ensure thatsbaakePacifiCorp fully
agreed with the components of the offer. PacifiCorp requestedititrs complete the
Term Sheet and provide it along with their proposals rather than wititkbwdders to
complete the term sheet after the proposals are receivedsdriied to reduce (but not
eliminate) the time for completing the term sheet.

20.PacifiCorp offered a range of resource alternatives whidwedl bidders to structure
their proposals to take maximum advantage of their capabildied project
characteristics. The definitions of the products and the infoomagiquired from bidders
for each alternative were clearly described in the RFP.

21.The combination of the range of resource alternatives and ltveaate for bidders to
offer alternative bids led to creative project offerings includimogh Tolling Service
Agreements and Asset Purchase and Sale Agreements for the same projects.

22.While bidders offered several creative alternatives, Paciii€ormodels and
methodologies were capable of effectively model such alternatives.

23.The Bid evaluation models and methodologies are very appropriateefopsh and risk
analysis undertaken by PacifiCorp. In particular, the models and meatiggdeiderlying
the Step 1, Step 2 and Step 3 analysis provide very comprehensive apléteom
evaluation results.

24.PacifiCorp provided the individual models and results for each propodaliying the
Step 1 evaluation (RFP Base Model) to the IEs. In addition, Bacyfi provided very
thorough and detailed evaluation reports for all resource categtiat allowed the IEs
to easily review the model inputs and results. Conference catks also held between
PacifiCorp, the IEs and Division to discuss the results for eatbgory. PacifiCorp
provided similar documentation for the Step 2 evaluation, including providmdBgs
with detailed reports on the inputs and outputs. While the IEs did notdiraee access
or control over the models themselves, the level of detail prowdddhe explanation of
the results was sufficient. Thus, the IE can confirm that we did hacess to all data,
model results, input assumptions and other information necessarydr @enhorough
evaluation of the quality and comprehensiveness of the process. Thiereoreccasions
where we felt PacifiCorp was not responsive to our requests farmafion.
Furthermore, given the nature of the models used by Pacifi@amas the view of the
IEs that requesting that PacifiCorp run other cases and reviemagjuestioning the
results of the evaluation was more effective and timely thémeiflEs attempted to run
the models ourselves or undertake a totally independent evaluation.
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25.Merrimack Energy has concluded that the models and methodologies used are very
detailed and comprehensive, accurately accounting for all costs associated with the
evaluation. The modeling methodologies are state of the art and are among the most
comprehensive and effective methodologies utilized in all the solicitation processes in
which we have participated. Also, the individual models used in Steps 2 and 3 of the
evaluation process are standard industry models used by a number of utilities.
Furthermore, the price evaluation methodology is designed as an integrated evaluation
process for Steps 2 and 3 which reflects the impact on total system cost associated with
different resources and portfolios considered.

26.Based on comparison of the evaluation results for a bidder which offered both a TSA and
APSA from the same project, it appeared that there was no undue bias present in the
evaluation results since the pricing was very close in both cases as expected.

27.The level of documentation supporting the resource evaluation and selection process was
very detailed. In addition, PacifiCorp was responsive to requests of both the Utah and
Oregon IEs to conduct other analysis to support the company’s conclusions. For example,
Merrimack Energy asked the Company to prepare a written analysis on the methodology
used for evaluating thjjjjjlj bid. In addition, we asked the compampnduct an
analysis of the cost of selecting a combined cycle unit as well as an assessment
supporting the reasons for not selecting any resources.

28.The blinding of the questions and answers from bidders prior to bid submission was
effective in encouraging bidders to ask questions without identifying their affiliation.
Approximately 60 questions were submitted and responses provided.

29.The IRP group and quantitative analysis groups within PacifiCorp were thorough and
responsive in completing the analysis over a very short timeframe. The members of
PacifiCorp’s team were generally able to provide thorough responses and explanations of
the results and basis for the analysis.

30.While the credit methodology and bidder requirements were a source of concern in
previous RFPs, for the second RFP in a row, there were no issues or questions associated
with credit issues.

31.The IE was concerned at the beginning of the process that PacifiCorp have the flexibility
to vary the stated price range in the RFP for purposes of awarding price points to ensure
the stated balance between price and non-price scores is maintained. PacifiCorp was
again required to vary the range for several bid categories to maintain the price/non-price
balance.

Recommendations

1. As noted in the Conclusions section, the IE is of the opinion that soliciting EPC bids on a
Company site is a positive step forward and provides a more accurate representation of
benchmark costs than other methods. PacifiCorp should be required to provide a
benchmark option only if it is obvious based on the Intent to Bid response that no or a
limited number of EPC bids will likely be submitted.
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2. The IE recommends that blinding of bids and providing bid numbers should be
permanently exempted from the procurement process. We feel such a process adds cost
and time to the solicitation without providing benefits to the process. Blinding questions
and answers is still a valuable option and should serve to encourage bidders to continue
to ask questions to improve their overall bids.

3. As noted, the IE concluded that the timeliness of PacifiCorp’s responses to bidder
guestions was not adequate. For future solicitations, we feel PacifiCorp should set a time
limit (i.e. provide a response within 5 business days of receipt of the questions from the
IE) for responding to questions and do everything possible to meet that limit.

4. PacifiCorp should revise the eligibility requirements i resources either to bids with
a term of 10 years or more or require that a bid must be from a new resource or expansion
of an existing resource. PacifiCorp argued that one of the reasons for not selecting the
I os that the Company has several other Fali@rnatives to
managinoflil short positions such as through spot purchasesydomemthly
fixed price purchases and out-of-the-money call options. The Company stated that none
of these alternative market product type proposals were received from this All Source
RFP, which tends towards a robust array of proposals from significant new resources.
However, these market-based products are routinely received in the Company’s market
RFPs, which may solicit bids up to five year tenor, such jjjjjjjij bid. If this is the
case, then it makes sense to solicit bids from|jjjjjil] a mepakiit through the
shorter term RFP rather than the All Source RFP, which is generally more applicable for
longer term, new units.
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. Introduction

On September 28, 2012, PacifiCorp (“Company”) notified the Public @®@ommission of
Utah (the “Commission”) that the Company will not be pursuing aureg for the 2016 time
period under the All-Source Request for Proposals for 2016 ResouAleSdurce RFP” or

“2016 All Source RFP”). PacifiCorp stated that upon further evaluatwoough its Needs
Assessment and based on the most current information availab@ori@any determined that
there is no longer a need to acquire such a resource for the B fdriod. The Company
therefore announced that it had made the decision to cancel the All Source RFP.

The Company also concluded that the 2016 resource need can be most eadbnoraicwith
front office transactions, primarily in the west side of the Camisasystem, and acquisition of
Class 2 demand side management (“DSM”) resources throughout thea@ym service
territory. The All Source RFP for 2016 Resources had been initigtBadfiCorp in April 2011
through a notice filed by PacifiCorp that it intended to conduct aitsdion process for a
resource forecast to be in service in 2016 and requested the Commission to open.a Docket

Merrimack Energy Group, Inc. (“Merrimack Energy”) was retdingy the Public Service
Commission of Utah to serve as the Independent Evaluator (foE'acifiCorp’s All Source
RFP for 2016 Resources. Utah Code Section 54-17-101 (known as the “EnemgycRes
Procurement Act”) requires the Commission to appoint an IndependeniEraio monitor any
solicitation conducted by an affected electrical utility undes thiapter. One of the tasks of the
IE is to prepare a Final Report on the solicitation process. This Report meets)thisgment.

Merrimack Energy’s involvement as Independent Evaluator began aethenitiation of the
RFP development process and continued through the Company’s final dezistominate the
RFP. The roles and functions of the Independent Evaluator in Utadefined in the Energy
Resource Procurement Act and in Rule R746-420-6 (“Utah Procurement)RAgedefined, the
objective of the Independent Evaluator is to actively monitor theitstionn process for fairness
and to render an opinion as to whether PacifiCorp’s solicitation moeésir and in compliance
with Utah state law and Commission orders.

The Scope of Work prepared by the Commission for the Independent tevadith regard to
the final report identifies three specific areas or issudsatigarequired to be addressed in the
final report:

1. A detailed description of the solicitation process and the Independeitiafor's
involvement, role, and observations regarding the process, conclusions about the
process, and recommendations, including the reasons and basis for:

a. Evaluating and ranking bids and the benchmark option;

b. Selecting a winning bid or benchmark option;

c. Rejecting proposals or the benchmark option are to be fully identified a
detailed in the final report;

2. The final report shall also include an analysis of whether, or the extent to: whic

2 As will be discussed, PacifiCorp did not propodeeachmark resource for this RFP.
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a. The energy resource selected is the lowest reasonable castifi€érp’s retail
customers taking into consideration long-term and short-term isypask,
reliability and the financial impacts on PacifiCorp;

b. The solicitation process was fair;

c. The benchmark option is considered and evaluated in the same wayteal
bids;

d. Screening factors and weights are applied consistently and cdotyptrall bid
responses and the benchmark option;

e. Credit requirements, liquidated damages provisions, warranties amdswthiar
requirements affect the bid evaluations and the outcome of the a@itit
process;

f. All reasonably available data and information necessary in order fpatential
bidder to submit a bid was provided to potential bidders;

g. All data, information and models relevant to the solicitation prosess made
available to or given access to the IE in order to permit full and timeigdesnd
verification of assumptions, models, input, output and results;

h. Confidentiality claims and concerns between the IE and PagfiGeere
resolved in a manner that preserved confidentiality as neges®sa permitted
dissemination and consideration of all information reasonably necdssaan
open bidding process to be conducted fairly and thoroughly validated,;

I. Evaluations were performed consistent with evaluation critenth raethods
approved; and

j.  Negotiations between PacifiCorp and bidders proceeded in a tiasion and
were conducted in good-faith;

3. The final report shall also offer, where necessary, feedback omsoali@tation and
solicitation process including:
a. The content of the solicitation;
b. Evaluation and ranking of bid responses;
c. Creation of a short list(s) of bidders for more detailed analysis and negotiations;
d. Post-bid discussions and negotiations with, and evaluation of, short listsidde
and
e. Negotiation of proposed contracts with successful bidders.

Merrimack Energy has been actively involved in PacifiCorp’s 8dlurce RFP for 2016

Resources (as well as several other recent PacifiCorptatdios that have preceded this
solicitation) from the beginning and has been involved in the RiWEBI@®ment process and
monitoring the solicitation process through participation in allomggam meetings, conference
calls and conversations regarding the decisions about the RFP anthtswi process. Our

involvement has included all stages of the solicitation process, ingltl) development of the

RFP; and (2) receipt and evaluation of proposals.

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

1. A brief background to the initiation of the All Source RFP for 2016 Resource;
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2. A brief description of the contents of the RFP document, including fleetoles
of the RFP, requirements of the bidders, the proposed evaluation process, and
other summary information. This information is included for refergnaposes
with regard to the discussion of PacifiCorp’s performance;

3. A brief description of the activities undertaken by the IE athestage of the
solicitation process (Appendix A contains a more detailed ¢esoribased on
the Utah statutes and requirements for the IE);

4. Description and assessment of the entire competitive solititafirocess
including preparation for receipt of bids, bid evaluation and selectiongzrdoe
establishing the initial shortlist of proposals and the Step Ri&wan process
(portfolio development/optimization);

5. Assessment of PacifiCorp’s performance in managing and imptergethe
process relative to the requirements outlined in the Utah Procurement Rules;

6. Conclusions and recommendations for improving the competitive bidding
process.
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lI. Background to the All Source RFP for 2016 Resoices

On April 4, 2011, pursuant to Utah Code Annotated 54-17-101, et. seq., Energy Resource
Procurement Act and Commission Rules R746-420-1(3)(a), PacifiCorgedottie Public
Service Commission of Utah (“Commission”) that it intends to condwdlicitation process for

a flexible resource forecast to be in service in 2016 and requbstgdommission to open a
docket. The Company also requested the Commission to appoint an IndeperadeatoE for

the solicitation process.

On October 5, 2011, the Company filed an application with the Commissi@pooval of a
solicitation process for an all source resource for the 2016 tinnedpd@he Company filed the
application, along with its draft request for proposals (“Applicd), to fulfill a portion of the
capacity and energy resource needs for the 2016 time period etkmifthe Company’s 2008
and 2011 Integrated Resource Plans (“IRP”), which requires the aimguisita significant
resource by June 2016. The Company stated that the draft RFRasesksirce in 2016 from all
types of resources and fuel types, for base, intermediate aswifuner peaking resources,
excluding renewable resources.

A Scheduling Conference was held on October 13, 2011. On October 19, 2011, thes§iommi
issued a Scheduling Order and Notice of Hearing. In addition, the Contymddiya public
meeting on September 1, 2011 in anticipation of release of the drpfiged RFP as well as a
Bidders Conference on October 20, 2011 to review the key parameténs @iraft RFP.
According to the Scheduling Order, submission of comments on Pagf§Cdraft Request for
Proposal were due on November 18, Z0ddd the Independent Evaluator’s report on the draft
RFP was due on November 28, 2011. A hearing on the draft RFP was scheddeddmber
12, 2011.

The initial draft of the All Source RFP for 2016 Resources wiisilly posted on PacifiCorp’s
website on or around October 13, 2d1The draft RFP provided a detailed description of the
resource alternatives sought by PacifiCorp, the logisticssiitamitting a bid including the
information, forms, and schedule required with each type of res@ltemmative proposed, a
description of the bid evaluation process and a description of the #aloateria to be used to
evaluate and select bids. The Draft RFP was modeled on theobasevious All Source RFPs
undertaken by PacifiCorp over the 2007 to 2010 timeframe in Docket Nos. 07-G8& ID-
035-126,

While many of the provisions and parameters of the RFP and dsnteanain the same or
similar from the previous 2009 All Source RFP there are a fgmifisant changes initiated in
this 2016 All Source RFP, including:

1. PacifiCorp opted to not include a Benchmark resource in this RFP;

% Only three parties submitted comments: the DivisibPublic Utilities (“Division”), the Office of @nsumer
Services and Utah Association of Energy Users.

* PacifiCorp provided the IE with a red-lined cofytiee 2009 All Source RFP with the changes from26@9 All
Source RFP that are proposed for the 2016 All SoRfeP along with a clean version of the 2016 AlirSe RFP.

Merrimack Energy Group, Inc. 15



2. Instead of soliciting for bids over a multiple year period asfi€amp had done in the
past, this RFP focused on a single year need, solicitingdn@s597 MW resource to be
available in 2016;

3. PacifiCorp removed the option for indexing a portion of the capitalarostpacity price
for bidders.

Merrimack Energy submitted its report on the RFP on November 28, 20&fj@red. Based on
the comments of the interested parties in the proceeding hasnderrimack Energy’s view of
the key RFP issues based on review of the draft All Source fRIFR016 Resource and
associated documents, the following issues were addressed by the IE:

e Comparability of third-party bids and utility-owned resources;
* Benchmark bids;

« Bid evaluation methodology;

e Calculation of the price score;

* Credit;

* Resource alternatives;

* Transmission costs/assessment;

» Accounting issues;

» Resource eligibility/coal option;

* Price indexing;

» Other cost components;

e Bid categories;

* 10% price increase between the indicative bid and best and final offers;
* Schedule;

* Term Sheets;

« Economic evaluation methods and methodologies.

In addition, Merrimack Energy provided along with the Report alinedcopy of the RFP
document with specific comments on provisions of the RFP.

On December 7, 2011, the Company filed reply comments and a revisédirétte€2016 RFP
incorporating changes based on comments received from the IE, Divi¥fae of Consumer
Services and Utah Association of Energy Users. The Companyfispléciaddressed all
comments from intervening parties and the IE in its reply conmsnantl generally accepted
many of the suggestions and comments.

A Technical Conference was held on December 9, 2011 to discussentiagning unresolved
issues. The hearing was conducted on December 12, 2011 to hear tesiirt@nparties on the
unresolved issues. The outstanding issues addressed at the hearing included:

1. Schedule

2. Indexing of capacity related costs
3. Bid evaluation issues

Merrimack Energy Group, Inc. 16



4.
5.

a. Determination of bid categories and whether the Company shoultobatiag
the proposals into separate bid categories or whether the bidthdels submit
their bids into those specific bid categories;

b. Whether the post 2016 resources should be fixed or allowed to float;

c. Preferred portfolio

Benchmark resource
Coal resources

On January 3, 2012 the Commission issued its Suggested Modifications and Order inNdocket
11-035-73. The following summarize the Commission’s findings and order in this proceeding

1.

The Commission encouraged the timely communication of due diligesieesisas they
arise in this RFP, to all interested parties. The Commissi@attdd the Company to
provide parties more timely notification of due diligence concerns as proposed,;

The Commission approved the schedule shown in the revised, draft 2016 Ak &Rtk
with the condition the Company will seek Commission approval ifstieedule, as
shown, deviates by more than five business days;

The Commission concluded that the Company’s proposal to include the option for
bidders to index the operation and maintenance costs, but exclude tkengndé
capital/capacity costs, provides a reasonable balance betweermrbmhrability and
customer risk;

The Commission accepted the Company’s arguments that bidders deterichine the

bid category in which their resource should compete. The Commissi®rsynpathetic

to the Company’s concerns regarding the risk of litigation ilGhepany was to select a
category and a bidder concluded its bid was categorized incorrétilyever, the
Commission also noted the IE’s concerns and directed the IE to paviglesessment of
this issue in its final report on the 2016 RFP. For example, thedid offer an opinion

on whether any bid might have been rejected because it was bid into the wrongycategor

The Commission concurred with the Division that there is meriloweng all post-2016
resources to float, including wind and DSM, and suggested the Comparfy iteoad016

RFP accordingly. This suggestion is also consistent with the appeggroved in the
Commission’s February 24, 2010 Order on Economic Modeling Issues in Ddaket-

035-94. The Commission reminded the Company, as in past RFP orders and orders on the
IRP, that one of the CO2 emissions cost scenarios must inclzeéeoacost per ton
assumption;

The Commission found no reason to reject the use of the Company’sRRXidferred
portfolio as the basis for the evaluation of bids;

The Commission accepted the Company’s proposal to not include atedparahmark
in the 2016 RFP (outside of the request for EPC bids at the Curmreek Gite). The
Commission stated that since this is the first experiencevapgra solicitation process
without a cost-based benchmark, the Commission directed ttoepgivide its opinion
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on the impact of this decision on the outcome of the 2016 RFP and prowde a
recommendations for future RFPs in its final report on the 2016 RFP;

8. The Commission concluded that coal resources should be allowed tippgetivithout
additional restrictions in the 2016 All Source RFP and should be subjebe full
evaluation process in order to determine optimal least cost and least riskessourc

The Commission suggested modifications to the RFP to reflegrrtivésions of the Order. The
RFP was issued on January 6, 2012. On January 23, 2012 PacifiCorp informedithes§ion
that the Company had incorporated into the All Source RFP for 2016 rResothe
Commission’s suggestions set forth in the Suggested Modifications issued ynth@ssSion on
January 3, 2012. On January 23, 2012 the Division filed its comments ohétegrrthat the
Company substantially adopted all of the Commission’s suggested modificationshiQarke,
2012, the Commission found the Company’s All Source RFP for 2016 Resdardesin
compliance with the applicable statutes and rules governing thevappf a solicitation process
and approved the 2016 All Source RFP.

Section V of this report describes in detail the time line @aswut with the bid receipt, bid
evaluation and selection process, through contract negotiations.
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[ll. Key Provisions of the Approved All Source RFP

The key provisions of the RFP document that was issued by Paci#Saell as the proposed
solicitation process are provided in Exhibit 1 below. The summarynnaton is provided for
reference purposes during the discussion of the solicitation pratgds aet the stage for the
assessment of the solicitation process. The All Source ®&FR16 Resource has evolved from
previous RFPs and includes a few revisions which reflect lessamnsete from previous
procurement processes.

Exhibit 1
Provisions of the All Source RFP for 2016 Resource
RFP Characteristics 2016 All Source RFP Provisions
Resource PacifiCorp is seeking approximately 600 MW of cost-effective
Requirements resources consisting of Base Load, Intermediate Load,

Summer Peak Q3 resources, and Renewable Base Load
resources to meet the Company’s System Position beginnjng

June 2016. The Company will not accept renewable resoufces
that cannot be dispatched or scheduled.

Bidders may propose any of eight different Resource
Alternative structures within the categories listed above.

As identified in the RFP, for the Base Load category a
resource alternative should have a capacity factor at or abpve
60% over the proposed term. An intermediate load unit is
expected to have a capacity factor between 20-60%.

Resource Timing PacifiCorp is seeking resources with an in-service dhtaeof
1, 2016. Proposals for firm online dates beyond June 1, 2016
are not allowed; however, Bidders can request approval with
the IE to submit proposals having firm online dates prior to
June 1, 2016.

Eligibility This RFP is focused on system-wide, east and west balancing
authority area (“BAA”), energy and capacity generation whjch
is capable of delivering energy and capacity in or to the
Company’s Network Transmission system. This RFP is
seeking capacity and energy resources to serve PacifiCorp
entire system. All bids from new or existing coal resources
will be considered and evaluated by the Company. All enefrgy
and capacity resources must provide unit contingent or firm
resource capacity and associated energy that are incremeptal to
the Company’s existing capacity and energy resources angd the
resource must be available and ready to be dispatched or
scheduled by June 1, 2016.

S

Unless exceptions apply as identified in the summary of
Resource Alternatives, a Bidder’s proposal must exceed of
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equal 100 MW and have a fixed term of at least five years.

Resource/ Contract | Resource Alternatives include: (1) Power Purchase Agreement
Alternatives (PPA); (2) Tolling Service Agreement (TSA); (3) Engineering,
Procurement and Construction (“EPC”)/Asset Purchase and
Sale Agreement (PacifiCorp defined site); (4) Asset Purchase
and Sale Agreement (Bidder site); (5) Purchase of an Existing
Facility; (6) Purchase of a Portion of a facility jointly owned
by and/or operated by the Company; (7) Restructuring of an
Existing PPA or Exchange Agreement and/or Buyback of an
Existing Sales Agreement as well as three exceptions; (8a
Load Curtailment; (8b) Qualifying Facility (“QF"); (8c)
Eligible Renewable Resource.

Bid Alternatives Bidders are allowed to offer a base proposal and up to twp
alternatives for the same bid fee. Bidders are also allowed|to
offer additional alternatives as follows: (1) fourth through sjxth
additional alternatives at a fee of $1,000 each, (2) seventh
alternative at a fee of $2,000 and (3) the eighth alternative|at a
fee of $3,000. The alternatives may consist of different bid
sizes, contract terms, pollution control technologies, water
cooling technology, in-service date and/or pricing structures
for the same Resource Alternative and Bid Category. A
proposal for a different Resource Alternative, a different Bid
Category, at a different site or using a different technology|will
be considered a separate proposal and will be subject to a
separate bid fee.

Bidding Process The Company will conduct a three stage solicitation process
In the first stage, the bidder must submit the Intent to Bid
Form, which includes Appendices A and B in the RFP. In the
second stage, bidders are required to submit their Bids and
respond to the requirements for the type of resource alternative
they are proposing. All bidders must submit the Form 1
Pricing Input Sheets. In stage 3, bids which qualify for the
initial short list will be required to provide their Best and Final
proposals, with the requirement that the price bid must be
within 10% of the bidders original bid selected in the initial
short list based on the methodology identified by PacifiCorp in
its RFP. If Bidders increase their overall pricing when they
submit their best and final pricing by more than 10% from
their original submission, they may be eliminated by the
Company after the Company consults with the Independer

—

Evaluators.

Utility Bid Options PacifiCorp will not submit a Benchmark resource proposal
option for any category.

Evaluation Process PacifiCorp proposed a multi-step evaluation process for those

bids which are pre-qualified and are eligible to submit a
proposal. In the first step (Step 1), all bids will be evaluated
using the RFP Base Model. The RFP Base Model will be ysed
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to screen the proposals and to assign the price ranking for
eligible bids received in the Bid Categories by fuel type. Pr
will account for a 70% weight. The price score in Step 1 wi

be calculated for each proposal using a market ratio metrig.

The market ratio will be expressed as a percentage. The
comparison metric will be calculated by dividing the projec
nominal levelized present value revenue requirement of
expected energy value per kW month into the levelized pre
value revenue requirements of proposed costs, expressed
$/kW-month basis. Bids with a price less than 60% of the
adjusted price projection will receive all the price points
(70%); Bids with a price greater than 140% of the adjusted
price projection will receive 0%; Bids with a price greater tk
60% but less than 140% of the adjusted price will be awart
percentages based on linear interpolation.

Non-price factors will be used to establish a non-price scor
up to 30%. The non-price analysis will gauge the relative
development, construction and operational characteristics
associated risks of each proposal.

The results from Step 1 (combined price and non-price res
will determine a short list of bids in each category. Short lis
bidders will then be subject to Step 2 of the evaluation
(development of optimized portfolios under various
assumptions for future emission expense levels and marke
prices). The System Optimizer model will develop a
corresponding number of optimized portfolios — one for ea
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combination of emission and wholesale market and natural gas

price assumptions.

In Step 3, stochastic and deterministic analyses will be
performed on each optimized portfolio advanced from Ste
of the evaluation process in order to identify the resources
the highest performing (least cost adjusted for risk) portfoli
The unique portfolios from Step 2 will be simulated using t
PaR model in stochastic mode.

Non-Price Criteria

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 or criteria
include Development Feasibility/Risk (i.e. critical path
schedule, engineering design and technology, and fuel suj
and transportation strategy), Site Control and Permitting
(permits required, access to water supply and rights of way
and Operational Viability/Risk Impacts (safety
compliance/strategy, environmental compliance/strategy,
environmental impact, experience/qualifications, O&M plar

Final Selections

ply

N—r

=

The first three steps described above constitute the formg
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evaluation process and will lead to the compilation of the fi
shortlist of resources for further negotiation. After completi
the formal evaluation process, but before making the final
resource selections to be submitted for approval or

nal
ng

acknowledgement, the Company will take into consideratign,

in consultation with the IEs, certain other factors that are n
expressly or adequately factored into the formal evaluation

process, but that are required by applicable law or Commission

order to be considered, including any reasonable risk
mitigation measures offered by a bidder.

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.

Credit Requirements

PacifiCorp provides Attachment 14: 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 or PACW. Specific delivery
points of primary interest to PacifiCorp are identified.

Bidders will bear 100% of the costs to interconnect to
PacifiCorp’s transmission system. Bidders are responsible
any costs on third party transmission systems necessary t(
deliver the power to the PacifiCorp system.

Attachment 20 is included which provides proxy costs to
integrate resources into the system.

Accounting Issues

With respect to Variable Interest Entity treatrtee
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

Merrimack Energy Group, Inc.
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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.

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 approval, cost recovery, or acknowledgement with
respect to selected resources, any projected costs or direc
inferred debt. The Company will bear the burden to
demonstrate to the satisfaction of its regulators the validity]
magnitude and impacts of any such projected costs. At the
request of each Commission (Utah and Oregon) PacifiCor
will be required to obtain a written advisory opinion from a
rating agency to substantiate the utility’s analysis and final
decision regarding direct or inferred debt.

Role of the |IE

Attachment 18 to the RFP describes the role of the IE in t
process. The RFP clearly stated that all proposals should |
submitted to the IEs.

Information Required
of Bidders

The RFP contains a matrix that identifies the information

requirements for each resource alternative. All bidders were

required to submit Form 1 Pricing Input Sheet. The other

)

the
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t or
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information required was based on the type of eligible resqurce

alternative proposed.

Schedule

A schedule is provided in the RFP which includes project
dates for the entire process. According to the RFP, the

D
o

evaluation was to be complete within 9 months of issuance of

the RFP and contract negotiations and PacifiCorp decision
complete within 12 months from issuance.

Contracts Provided

The RFP document included a Power Purchase Agreem
EPC Agreement, Tolling Service Agreement, and Asset

ent,

Purchase and Sale Agreement.

The summary information from the RFP listed above will be rets@ as required through the
remainder of the report.

Merrimack Energy Group, Inc.
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IV. Summary of Activities Undertaken by the IE During the Solicitation
Process

This chapter provides a brief summary identification and descrigifothe specific tasks
undertaken by the IE during the solicitation process. These activitieeeaenfed for each of the
two stages of the solicitation process completed: (1) Solicitgirocess development and
approval; and (2) Bid evaluation and selection protegmendix A provides a summary of the
competitive bidding requirements in Utah as well as a descrigticthe role of the IE. In
addition, Merrimack Energy provided monthly status reports throughowsotiegtation process
that identified and described the activities which occurred each month of the process

A. Summary of Activities Undertaken by Merrimack Energy

1. Solicitation Process Approval

During the solicitation development phase (RFP development, approval aigsyaeee),
Merrimack Energy participated in the public meeting, Bidders center on the Draft RFP and
scheduling conference and participated in calls with Commission awmdiddi staff, and
Company personnel as required. Merrimack Energy prepared a mepgt as required on the
draft RFP and solicitation process that was filed with the Casion on November 28, 2011
which served as a basis for suggesting revisions to or clarifications to the RFP.

Merrimack Energy staff also participated in the Technical @amice with the Commission,
Division, Company and other interested parties, reviewed the eatsrof the interested parties
and the Company’s reply comments and provided testimony at thenSsimn hearings in
December 2011 dealing with the RFP design issues.

2. Solicitation Process Bid Monitoring and Evaluation
This stage of the process generally began with the issuance of the RFP oy Gap0aR.

Also, after issuance of the RFP, questions and answers with biddezsdigtributed through
Merrimack Energy’s website. Merrimack Energy received apprately 60 questions via its
website and posted the responses provided by PacifiCorp for the biddens oMhe questions
were submitted by EPC bidders who were interested in informatiawjrdys and diagrams of
the project site and other detailed project information. The IE speonsiderable amount of
time coordinating responses to bidder questions with the Company andsbidtie IE also

posted other documents associated with the RFP on the website as well for bidser acc

In addition, the IE participated in the RFP Bid Conference and thesiiasion Technical
Workshop. The IE also participated in several conference cdhsRaicifiCorp and the Oregon
IEs to discuss the bid evaluation assumptions, receipt of bidshatogation, receipt of Intent to
Bid forms, Step 1 and Step 2 evaluation results, and discussions regarding RFP status.

® The traditional third step in a solicitation prese- contract negotiations and approval — wasnotuded since
PacifiCorp opted to terminate the solicitation mss after Step 2 of the evaluation process.
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Merrimack Energy was present at the Commission’s officéstai for receipt of bids once the
bids were received, Merrimack Energy reviewed the proposals, deternwhether the

proposals met eligibility and threshold requirements, and preparedraasyrof the bids. The

summary was submitted to the Division and Commission and was incladed atachment to
the May 2012 Status Report. We also reviewed all the proposals amdppted in select

conference calls with PacifiCorp and bidders to finalize ther‘telneet” of project information
designed to assist PacifiCorp to develop complete and consistemiatifmn on which to model

and evaluate each proposal.

As noted, Merrimack Energy reviewed and commented on the input agsuwsnptepared by
PacifiCorp as the basis for several steps of the evaluationratettook a detailed review and
assessment of the quantitative and qualitative evaluations undertakatibCorp as the basis
for selection of the short list during Step 1 of the evaluation psobased on the RFP Base
Model results for each bid. PacifiCorp also provided the Base Madslto the IEs and sent
detailed presentations of the results of the Step 1 evaluation te&gh€onference calls were
held with the IEs to discuss the results. The IE agreed witbhibe list selection proposed by
PacifiCorp.

The IE reviewed the best and final offers of short listed biddets prepared a status report
outlining the original and updated best and final pricing by shdddlibidders. The IE also
reviewed the Step 2 evaluation results generated by PacifiCorpatidipated in several
conference calls to discuss the results and the basis fordeapié decision to not select any
resources through this solicitation.
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V. Description of the Bid Receipt, Evaluation and 8lection Process

This section of the Report provides a description and assessnibataaftivities occurring from
issuance of the RFP on January 6, 2012 through the evaluation antbisgleatess and basis
for PacifiCorp’s decision to not select any resources andnatenthe All Source RFP for 2016
Resources. A summary of the key activities associated witbaliw@tation process are described
below.

RFP Bid Conference

PacifiCorp held the RFP Bid Conference on January 17, 2012. The Bid Conference ddteesse
following issues:

* Overview of the All Source RFP

* Schedule and timeline

* Regulatory overview

* Resource alternatives eligible

» Delivery points on the PacifiCorp system

» Preferred portfolio which illustrated the need for a 597 MW CCCCl&ss unit in

2016

* Pricing input sheet
» Bid evaluation process and steps involved
» Credit requirements/credit methodology

A copy of the presentation made by PacifiCorp was included oni®agfs and Merrimack
Energy’s websites. A copy of the presentation is included as Attachment A.

PacifiCorp Transmission Technical Workshop

On February 22, 2012, PacifiCorp held a Transmission Technical Workshqpofpective
bidders. The workshop was presented by PacifiCorp Transmission. dikshwp included a
review of transmission planning issues and processes as contaittexl Company Integrated
Resource Plans (“IRP”) including a description of new transmigsigjects, description and use
of Attachment 20 (included in the 2016 All Source RFP) and the undentyetbodology for
estimating the costs of transmission infrastructure at itlhtpoints of receipts for potential
resources and load bubble needs. The workshop also provided guidance to probuetige
on the Generator Interconnection process and interconnection stutigdgndata requirements,
and proposed new transmission projects. A copy of the presentation mae&ciiorp is
included as Attachment B.

Questions and Answers

As noted in the RFP, after final approval of the RFP Merrimackrgy Group would be
responsible to maintain and post all materials on a websiteliss&d by the IE, including all
guestions and answers and relevant communications with prospective bidter€ompany
will be responsible to maintain and post all materials on the Coytgpanebsite as well (except
the Q&ASs).
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The process followed by the IE for receiving questions and posting responses was designed to
“blind” the questions and responses. For example, prospective bidders were required to submit
their questions to Merrimack Energy’s website. Merrimack Energy removed the name of the
prospective bidder from the question and forwarded the question to PacifiCorp for preparation of
a response. PacifiCorp received the question but did not know who was asking the question.
PacifiCorp then provided the response to Merrimack Energy and the response was posted to
Merrimack Energy’s website without identification of the prospective bidder. A total of 57
guestions and answers were posted to Merrimack Energy’s website, most of which dealt with the
EPC option.

Receipt of Intent to Bid Forms

Bidders were required to complete and submit Intent to Bid Forms which included Appendix A
in the RFP document (Qualification Capability and Experience) and Appendix B (Bidders Credit
Information). Notices of Intent (“NOI”) to Bid were received on February 14, 2012. A total of
B Companies submitted NOI's offering approximajjjjjjilij different options.

Input Assumptions

As required, PacifiCorp provided the input assumptions to be used in the initial bid evaluation to
the IEs on April 30, 2012 for review and comment. A follow-up call to review and discuss the
assumptions and solicit questions and comments from the IEs was held on May 2, 2012.
PacifiCorp then provided an updated Input Assumptions file on May 4, 2012 which included
additional assumptions for several categories. The information provided by PacifiCorp included
several tabs with specific assumptions. Each Tab of the Input Assumptions File is described

Tab 1 Forward Curves for Power and Gas Prices

Tab 1 of the Input Assumptions file contains the monthly forward price curves for power and gas
from January 2013 through March of 2042. Power prices are provided for both high and low load
hour periods for the following markets:

« PACEU

* Four Corners
* Palo Verde

e MidC

« COB

Monthly natural gas prices are provided for the following market hubs:

* Henry Hub
e Malin
* Opal

® The Input Assumptions File which was used for the evaluation of the best and final offers is provided as an
I 2 is referenced in the appropriate isecof the report.
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e Sumas

e SoCal

« AECO

* Cheyenne

PacifiCorp’s internal Forward Price Curve (“FPC”) is the source of the electric and natural gas
price projections. The forward price curve serves as the single source for forward electricity and
natural gas prices for the Company, and as such, is used in mark-to-market accounting, long-
term planning and position management. The forward price curves used for evaluation of the
initial or indicative bids were created on April 24, 2012, while the forward price curves used for
the evaluation of the best and final offers in the Step 2 evaluation were created on June 29, 2012.

In Tab 1, PacifiCorp has also include 2 Thel N

is applied to any bid or portion of a bid that is unit aogent or non-firm. The pricing
is based on the forward curve for the specific market tim <l | | | QJNENEEE \hich is less
than 1. For example, if the proposa{i . P-cifiCorrlllll the
value. If a resource |G | /1c<ing
is required the value is discounted.

Tab 2 Financial Data

The Financial Tab includes information on both internal PacifiCorp financial costs as well as
external financial and economic information. The information included in this Tab includes the
following:

‘

N
Qo
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* Escalation rates for GDP Implicit Price Deflator (“GDP”), Consumer Price Index
(“CPI"), and average of the 2 indices;

» AFUDC rate for PacifiCorp;

» Company financial information such as capital structure and related costs (i.e. debt and
equity) and the discount rate;

» Asset lives by type of project;

» State property tax rates.

The asset lives are consistent with those used in the 2011 IRP.
Tab 3 Market Price Scenarios

Tab 3 provides a diagram of the market price scenario methodology used by PacifiCorp. In
addition, this tab also includes a description of the nine scenarios to be used to assess the bids in
Step 2 of the bid evaluation. The scenarios are described in Exhibit 2. The scenarios include a
combination of CO2 tax cases in conjunction with natural gas price forecast cases. The Market
Price Scenarios are designed to be used in the Step 2 analysis only and will not be used on any
case for the Step 1 assessment. The Market Price Scenarios are described below as included in
the May 4, 2012 Input Assumptions file; however, the Input Assumptions are subject to revision
prior to the Step 2 analysis.

Exhibit 2: Market Price Scenario Cases for Step 2 Portfolio Evaluation

Scenario .

Base B

Scenario 1 B

Scenario 2 B

Scenario 3 I
N

Scenario 4 I
N

Scenario 5 I
N

Scenario 6 I
N

Scenario 7 I
B

Scenario 8 I

.

PacifiCorp indicated that these market price scenarios are consistent with the latest IRP Update.
CO2 costs were revised downward from the values used in the 2011 IRP. The CO2 costs
included in Exhibit 2 above are therefore from the 2011 IRP U

natural gas pres are adjusted to reflect
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changes in electric sector natural gas demand affected by the C&2Ttex.CO2 values are
designed to capture the broad range of potential future outcomes as opposed to attempting to
forecast specific market values.

Tab 4 — System Optimizer (“SO”) Portfolio

Tab 4 contains a Table which shows 2012-2021 resources from PacifiCorp’s 2011 IRP Update.
All resources except Front Office Transactions prior to 2016 will be hardwired into the System
Optimizer model. All resources in and beyond 2016 will be allowed to float to respond to
changes in resources evaluated. In addition, PacifiCorp will update its load forecast prior to the
evaluation of the final short list, and as a result, the resource portfolio may change accordingly.
As noted, the preferred portfolio from the 2011 IRP Update will serve as the portfolio that will
be modeled in the System Optimizer.

Tab 5 — O&M Costs

This Tab contains a significant amount of information on Fixed and Variable O&M costs for
different technologies, which PacifiCorp will use primarily to evaluate EPC and APSA options
or any arrangements in which PacifiCorp will provide the O&M. For PPA and Tolling
agreements, the O&M figures provided by the bidders will be used throughout the term
proposed. For APSA bids, PacifiCorp will evaluate any O&M contracts through the required
term and then apply internal assumptions for self-supplied O&M when the contract expires.

In addition to providing base year Fixed and Variable O&M costs and proposed escalation rates,
this Tab also includes adjustments to be used in this RFP which have not been used in other
solicitations. The first adjustment is . While elevation at which the project

is located affects capacity, output could change at different elevations which could influence
fixed and variable O&M values. Second, PacifiCorp also includ

adder for the first time in an RFP. PacifiCorp’s rationale is that costs such as major overhauls are
included in Variable O&M. PacifiCorp capitalizes a portion of the Variable O&M costs through
the (e.g. represents a percentage of the Variable O&M costs to

be included in capital for revenue requirements purposes).

Tab 6 — IRP Operational Table
This Tab contains assumptions with regard to fuel costs per start and run up rates and will be

determined by the appropriate fuel costs at the location of the asset. The information included in
this Tab includes:

* Heat input for Warm Start (MMBtu)
* Run up rate in MW/hour

The information above is provided for the various generation technologies expected to be bid
into the RFP.

Tab 7 — Load Forecast

1% pacifiCorp has lowered its forecast of CO2 costs from the 2011 IRP values due to the slow economic recovery, in
tandem with predictions of sustained low natural gas prices and lack of momentum for CO2 legislation.
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This Tab provides the coincident peak and annual energy summary tables which summarize the
load forecasts from the November 2011 forecast. The coincident peak and annual energy sales
summary is provided by state. PacifiCorp will update its load forecast prior to the evaluation of
the final short list.

Tab 8 — Gas Transportation

Tab 8 provides natural gas transportation cost information for each proposed power supply
proposal based on the project location and the gas transportation or pipeline delivery options to
the plant. The majority of the gas transport costs are based on the pipeline tariff for each of the
delivery options. This includes transportation demand charges, variable transportation costs and
fuel reimbursement. PacifiCorp has also included a gas adder as an additional cost component

for each pipeline option. The gas adder representij NG
e

The Gas Transport tab has not been part of the IRP process. However, Merrimack Energy
requested that PacifiCorp develop such a cost information matrix for each of the pipeline options
in the previous PacifiCorp All Source RFP for purposes of consistently evaluating the offers
based on their gas transportation routing. PacifiCorp provided even more detailed information on
pipeline costs and options for this 2016 All Source RFP.

PacifiCorp indicated that the Company recently went through a gas transportation RFP and used
that information in the development of the gas transportation options and costs presented in Tab
8.

Tab 9 — Transmission Integration Costs

This Tab is essentially Attachment 20 updated for changes in cost for upgrades necessary for
delivery at Harry Allen. PacifiCorp may need to increase transmission import capability and
upgrade its network system capacity in order to integrate a resource delivered to the preferred
point of delivery. Attachment 20 indicates the possible additions necessary and the indicative
costs associated with the upgrade. The adjustment illustrated a reduction in transmission
integration costs from $76 million in January 2012 to $10 million currently.

Tab 10 — Owners Costs

This Tab includes the estimated cost that PacifiCorp will incur internally during the development
and construction phase associated with both the EPC option at the Currant Creek site as well as a
possible APSA option at a Bidder's site. The costs range || ] for the owners costs

at an APSA site tjjlll for costs for the EPC option at theaBti€reek site. These costs

will be added to the EPC costs for each option to ensure all bids are evaluated using a consistent
base of cost information.

Tab 11 — Owners Development Cost
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These costs generally represent the costs incurred by PacifiCorp during the development phase
of the project.

Tab 12 — EPC Plant Outage, Equivalent Forced Outage Rates (EFOR) and Degradation

This Tab presents information for plant outages, EFOR rates and capacity and heat rate
degradation rates for GE “F” technology, Siemens “F” technology and Mitsubishi “F” and “G”
technology.

Tab 13 - Market Caps

This Tab includes a table which estimates how much capacity PacifiCorp could sell at each Point
of Delivery. This considers the liquidity and market depth at each Point of Delivery. This
information is not currently included in any IRPs but PacifiCorp proposes to include this
information in the next IRP.

IE Comments on the Input Assumptions

On May 7, 2012 the IE responded to PacifiCorp that the input assumptions appeared reasonable
and consistent and that the IE was in agreement with the proposed input assumptions to be used
for the assessment of the indicative bids. The input assumptions reflect a combination of
assumptions included in the 2011 IRP or IRP Update as well as other assumptions not previously
used in Company IRP processes but included in this RFP for the first time (i.e. non-firm
multiplier, elevation multiplier for O&M costs, and Revenue Requirements adder associated with
the inclusion of major overhaul costs in the Variable O&M component).

The IE reviewed the Input Assumptions Files in detail and participated in discussions to review
all assumptions including assumptions not included in previous IRPs. PacifiCorp’s approach for
developing its forward price curves based on a combination of market transactions with a
transitioning to a fundamental forecast is consistent with industry practices. The forecasts appear
consistent with other forecasts we have reviewed. Also, PacifiCorp has attempted to compile all
costs associated with APSA and EPC options to ensure that all resource options are equitably
treated, including developing fixed and variable O&M costs by technology as well as plant
outage rates and degradation and owners costs that PacifiCorp would incur through an EPC
option.

As noted, while PacifiCorp included assumptions such a:

for thefirst time in this RFP,
Company representatives provided reasonable justification to support the values underlying these
assumptions. While we have not seen such assumptions explicitly included in other RFPs, the IE
concluded that the assumptions appeared reasonable and consistent and should not bias one type
of resource at the expense of others. In particular, the adjustiverjjjjjjjlj and the
reclassification are
reasonable as is the adjustment to reduce the value of non-firm capacity relative to firm capacity
proposals.

Merrimack Energy has not been able to justify the reduction in the integration costs for delivery
at Harry Allen as reflected in Attachment 20 but notes that this information was prepared by
PacifiCorp Transmission, which is independent of the project team for this RFP.
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The IE raised one caveat about the application of assumptions based on the different versions of
the IRP available (i.e. 2011 IRP, 2011 IRP Update, and 2013 IRP). The IE raised the point that if

there are any Commission decisions associated with the IRPs that may have implications for the
use of certain assumptions during the solicitation process, that the implications of such a decision
should be reviewed by the IEs and PacifiCorp. Other than that issue, the IE was in agreement
with the assumptions utilized in the Step 1 evaluation.

Receipt of Bids

Bids were due on May 9, 2012. The IE was present at the Commission’s offices in Utah for
receipt and review of bids on May 9, 2012. Merrimack Energy prepared a spreadsheet summary
of the bids received upon review to ensure the same bids were submitted to both Utah and
Oregon. The results of the review did indicate that both sites received the same bids and all bids
were effectively accounted for. Merrimack Energy’s spreadsheet summary of the bids received
was included with the May 2012 Status Repbrthe information presented in the summary
included:

* Project Name

» Bidder

* Project Location

* Resource Category (baseload, intermediate, summer peaking)
* Delivery Point

* Technology

* Product

e Term

« COD

» Capacity
e Heatrate
* Pricing

Exhibit 3 provides a high level summary of the proposals submitted by category, which includes
the number of bidders, proposals, options offered and capacity. Key summary information for the
bids received is provided below based on review of the bids. Exhilhits&altes that near|jjj

times the amount of capacity was offered relative to the amount requested, indicating that this
was a very competitive solicitation process.

Exhibit 3: Summary of the Bid Received

Product Number of Number of Options Capacity
Category Bidders Proposals Proposed (MW)

" Merrimack Energy has not included the summary spreadsheet for each proposal in this report. Instead, we have
included the Step 1 analysis prepared by PacifiCorp for each resource category which reflects any adjustments to
capacity and other project metrics as a result of developing the term sheets for each project.
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« A total of ] proposals were received represerfijs  projliilij- bidders offered the
same project in both the base load and intermediate categories;

« Of the totafff] proposals receivdli, were classified as EPClpids, additional base load
projects were offere{f] proposals were offered as intermediateelhad] summer
peaking resources ajjjjjj  base load renewable resources;

« There were also a total ]  alternatives proposed. Bidders for the same project offered
APSA and tolling options, different contract terms, different project sizes, and different
COD dates| I EPC bidders offered different gasefl combined cycle
technologies;

« Of thell] projects proposef]j were located in Utah (includirfy all EPC [jids), were
located in Washingtof} in Nevadfp, in Oredpn, in Californiajand in Wyoming;

A total of approximatel{jjjjlf MW was bid. This number assumes only one project is
listed for the EPC option at Currant Creek sincfall  bidsnarteally exclusive. Of this
amount,J il MW was in the base load categ(iiili} in the intermetbate
categoryjli MW in the summer peaking category [ MW in the Réhewase
load category;

« All bids with the exception ]
range of different technologidiiili
projects located in Nevada jjjj

projects were gas-fired generation options with a
geothermal projects were proposb{jj§iof the
in California.

The proposals received offered a variety of technologies, products (e.g. tolling agreements,
PPAs, APSAs, etc.), terms, locations, pricing options and in-service dates.

A list of the proposals and options received are provided in Exhibit 4.

. ]
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Exhibit 4: Summary of Bid Received

Technology

Type

Project
Location

Resource
Option

Project

Size
MW)

Project Name

Bidder
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Bid Review, Clarification and Summaries

One of the activities undertaken by PacifiCorp after receipt of the proposals was to confirm the

accuracy of the bids prior to undertaking the quantitative evaluation process. In past RFPs,
PacifiCorp received the bids, prepared the term sheet based on the information submitted in the
bid, contacted bidders to confirm or revise the term sheet based on the confirmation of the

proposal terms, and then finalized the term sheet in conjunction with the bidders.

For this RFP, PacifiCorp took a slightly different approach designed to expedite the bid review
and term sheet development process. For this RFP, PacifiCorp included the term sheet in the
RFP document and required bidders to complete the term sheet and include it with their proposal.
PacifiCorp then contacted the bidders to ensure the information was accurate and agreed to by
both parties prior to undertaking the Step 1 modeling process.

Project Eligibility

I projects were deemed ineligible by PacifiCorp and wengewed by the IEs to
determine if they were non-conforming. The IEs agreed with PacifiCorp’s assessment of these
projects. The projects were eliminated from further consideration due to failure to meet the
eligibility requirements. The following is a description of the reasons for which the projects were
deemed ineligible.

was rejected because the bidder had not submitted an Intent to Bid as
required il argued that they offered the project as p
Notice of Intent to Bid|jjjjiJj indicated in an email that they hassed the Intent to

Bid date and so were teaming up with one of the approved bidders that had applied under
the Intent to Bid process. In addition, the project offered was proposed as a load
curtailment option based on a customer of PacifiCorp starting || | I
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After review by the IEs and PacifiCorp it was agreed that the project would not be
eligible to compete based on the fact that the pr offered in

their Intent to Bid was not the same project offere{§ili [l project was a
different project. Also, the proposal offered was not unde
name but under the project name.

The IE agreed with PacifiCorp’s decisions regarding the tolling agreement options and
the revision in the timing of t{jjjfJj  option to 201%.

Implementation of the Bid Evaluation and Selection Process

L« ]

w
(o0}
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The next step in the process after all proposals were othwies for PacifiCorp to begin the bid
evaluation process for the purpose of selecting a shortlist. Aagotdithe RFP document, the
bid evaluation and selection process for the RFP will be focuseddindithe best combination
of resource opportunities to meet customer requirements at thedsasn a risk adjusted basis.
This section of the report provides a detailed description of the steplved in the bid
evaluation and selection process.

Step 1 — Selection of the Initial Shortlist of Bids

As stated in the RFP, the selection of the initial shortlidtid$ was designed to be based upon
price and non-price factors taking into account fuel source. The fagtor would be derived in
the initial short list analysis using the PacifiCorp Structuang Pricing RFP Base Model. The
price and non-price factors would be evaluated separately and combidedetmine a bid
ranking in each category. The price factor would be weighted up to A@%am-price factor
would be weighted up to 30%. The price and non-price evaluation results wowddbd
together and used to determine the initial shortlist. The irshiaftlist would be made up of the
highest scoring proposals in each of four separate categories: (1) bas2)lo#drihediate load;
(3) summer peak resources and (4) renewable base load resources.

With regard to the price factor evaluation, the RFP contains aipgtést of the methodology to
be used for allocating price factor weights. The Company’sctiteis to use the RFP Base
Model to screen the proposals and to assign the price rankitigefetigible bids received into
the bid categories by fuel type. The RFP Base Model willpsoen the cost of each proposal
against the value of expected energy priced at the forward qrige. The price score will be
calculated for each proposal (and each alternative as applicabig)a market ratio metric. The
market ratio will be expressed as a percentage and wildloelated by dividing the nominal
levelized PVRR of expected energy value, expressed on a $/kW-tasig) into the nominal
levelized PVRR of proposed costs, expressed on a $/kW-month basigkét maio less than
100% indicates that the PVRR of proposed costs are lower than the |leouivaarket
alternative, and therefore favorable to customers.

According to the RFP, three categories were establishvealbcating price factor weights. Bids
that had a price less than or equal to 60% of the adjusted prieetmos (e.g. forward curve)
would receive the full 70% of the weight. Bids with a price equak tgreater than 140% of the
adjusted price projection would receive 0% of the weight. Bids the¢ Wwetween 60% and
140% would be linearly interpolated. The net PVRR component viewgathe of the energy
and capacity as a positive (market value of the power baspdmtted price curves) and the
offsetting costs (bid prices and other costs) as a negative. Te the net PVRR, the more
valuable a given resource is to the Company’s customers. The net PVRR/kKW-netmthsithe
annuity value, which when applied to the nominal kilowatts on a montldig laad present-
valued will result in the same net PVRR as a straight NPV calculation.

As will be discussed below, for the previous RFP Merrimack Bnleag recommended that the
price ceiling should be flexible and could be revised based on theohagtial bids received to
ensure that a price to non-price weight would be maintained and avqskible case where

% The cost of each proposal includes the followiogtcategories: (1) fuel costs; (2) fixed and \@gaD&M; (3)
transmission integration costs; (4) gas demandgeisa(5) capacity charges or annual capital reveeg@rements
in case of an APSA or EPC; (6) third-party transiois costs; (7) emissions costs.
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non-price scores drive final results. For evaluation of the bids PacifiCorp maintained the ceiling
of 140% for the evaluation of base load bids but increased the ceiling to 300% for the evaluation
of intermediate bids. The IE was in agreement with this revision since it was consistent with
previous Commission Order’s and addressed the concern previously raised by the IE to maintain
flexibility to adjust the floor and ceiling to maintain the proposed price weights in the Step 1
evaluation.

Non-price factors were weighted at 30%. Non-price categories and sub-categories along with the
weights for each are 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%)

o Fuel supply and transportation strategy (0-2.5%)
» 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 (0-2.5%)
Environmental impact (0-1.5%)
Operating and maintenance plan (0-2.5%)
Safety compliance/strategy (0-1.0%)
Experience/Qualifications (0-2.5%)

© O 0O

According to the RFP, bids will be evaluated and scored in three discrete categories for the non-
price scores: (1) 100% of the percentage weight; (2) 50% of the percentage weight; or (3) 0% of
the percentage weight. Bids will be evaluated based on their ability to demonstrate the proposal
is thorough, comprehensive and provides limited risk to the buyer prior to the company
performing due diligence on any given Bid. Bids which have a demonstrated track record or are
mature proposals will be more highly evaluated.

Bid Evaluation Results for Step 1

Base Load Bids

The results of the evaluation of base load units are presented in Exhibit 5. Exhibit 5 includes a
summary of all base load options ranked by score in Step 1 of the evaluation.

Exhibit 5: Summary of Base Load Bid Evaluation and Ranking
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Bidder Project Name Type Term Cost- Price Non- Total Rank
Benefit Score Price Score
Ratio Score
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For the short list in the base load category, PacifiCorp seljjjjjjilj offers and variants as

well as th . The next highest
ranked option was t which had a total bid sce 3% points lower than

the il bid overall and had a higher cost to benefit ratiorieck Energy reviewed the

price and non-price evaluation conducted by PacifiCorp and was able to verify the rankings of
the proposal$’ presents the results of Merrimack Energy’s summary of the cost
components for each base load bid as well as other project information such as capacity factor
and heat rates.

Both the Utah and Oregon IEs were eventually in agreement with PacifiCorp’s recommendation
for short list selection.

15 The approach undertaken by Merrimack Energy to review the bid evaluation results generated by PacifiCorp was
to review in detail the price evaluation results and to prepare a detailed summary from each model run from the RFP
Base Model to test the reasonableness of the cost components for each bid. Merrimack Energy also prepared a
summary of the pricing for each bid as well as the operational information and used this information in testing the
results. For example, one metric Merrimack Energy reviews is the capacity factor of the project based on the
variable fuel and O&M costs as well as the heat rate of the unit as a reasonableness test of the evaluation. In
addition, Merrimack Energy undertook an independent review and scoring of the non-price factors for the base load
and intermediate bids since there were the only categories where competition was present with regard to short list
selection.
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However, the Utah IE was concerned that there were no other lon (i | I that

would be competitive with th . The

The Utah IE did not immediately
approve PacifiCorp’s shortlist recommendation for the base load category but withheld approval
subject to review and assessment of the intermediate proposals.

Intermediate Bids

For conducting this analysis, PacifiCorp relied upon the bidder’s proposal for each of the TSA
options. For APSA options, PacifiCorp included its own forecast assumptions for fixed and
variable operating costs for specific technologies as the basis for conducting the evaluation under
the premise that PacifiCorp will own and operate the unit upon the sale of the asset.

The results of the evaluation of the intermediate units are presented in Exhibit 6. Exhibit 6
includes a summary of the evaluation results for each of the eligible intermediate bids. The IE
reviewed and assessed the results of the price and non-price evaluation and scored the bids based
on non-price criteridjj ] prresents the results of Mer@ck Energy’s summary of the

cost components for each intermediate bid as well as other project information such as capacity
factor and heat rates. While the IE’s non-price scores deviated a bit from PacifiCorp’s scores, the
rankings of the bids and short list results were consistent.

Exhibit 6: Summary of Bid Evaluation Results

Bidder Project Name Type Term Cost — Price Non- Total Rank
Benefit Score Price Score
Ratio Score
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The results of the evaluation highlight a few key issues:

1.

2. PacifiCorp revised the price factor weighting range for determining the price score
from a high of 140% as noted in the RFFAJIlE  As a result, all bids that had a
ratio of costs to benefits in excessjjjjff  were awarded 0 pricespéior these
bids, the total score was based solely on the non-price scores.

3. Existing projects generally scored very well from a non-price perspective since
development risk is eliminated. While we were potentially concerned that non-price
scores could determine the ranking even though the initial objective was that price
was much more important than non-price (i.e. 70%/30%), there was no evidence that
non-price scores for existing projects biased the short list results, since these projects
also had the most favorable economics.

4. Although th<jj} I -'ant was self-classified as an intermediate bid,
based on the heat rate of the unit, the project really performs as a base load unit and

as a result dominates other intermediate bids with higher heat rates. Based on review
of the evaluation results it is evident that intermediate bid results are very sensitive to
the proposed dispatch price for each unit (i.e. gas commodity or energy costs, variable
O&M charge, and start-up charges, if any) and the unit heat rate. All else considered,
proposals with a low heat rate and lower dispatch price were ranked highest in the

queue.

Summer Peaking (©3) Bids

'8 Since the analysis is predicated on the selection of shortlisted bids within each category, the important criteria at
this point is to ensure a consistent evaluation of bids within each resource category. This methodology is not
generally applicable for comparing bids across categories if the price ranges used to calculate a price score is
changed.

w
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presents the results
of Merrimack Energy’'s summary of the cost components for each Summer Peaking bid. The
results of the evaluation for each variant are included in Exhibit7 below.

Exhibit 7: Summary of Summer Peaking Bid Evaluation and Ranking

Bidder Project Name Type Term Cost- Price Non- Total Rank
Benefit Score Price Score
Ratio Score

Summer Peaking
BIDS

All summer peaking proposals were selected for the short list. In addition, PacifiCorp revised the
price factor weighting range for purposes of calculating the markettoalie from 60% il
as the upper end as opposed to 140% as the upper end.

Renewable Base Load Bids

the results of Merrimack
Energy’s summary of the cost components for each Renewable Base Load bid. Exhibit 8
provides the evaluation results for these three proposals. All proposals were selected for the short
list.

Exhibit 8: Summary of Renewable Base Load Bid Evaluation and Ranking

Bidder Project Name Type Term Cost- Price Non- Total Rank

Benefit Score Price Score
Ratio Score

Renewable Base

Load BIDS

- ] [ | Il N EE e 1

- I [ | Il N B E 1

‘ I [ | Il N B E 1

~
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All eligible Renewable Base Load proposals were selected for the short list. In addition,
PacifiCorp revised the price factor weighting range for purposes of calculating the market ratio
to be from 60% t{jjlj as the upper end as opposed to 140% as the upper end.

Short List Selection

For purposes of undertaking the review and evaluation of the Step 1 evaluation process,
PacifiCorp prepared and submitted to the IEs beginning in late June 2012 detailed presentations
on the evaluation results for each bid category. The Company also provided the IEs with
password protected flash drives with the detailed backup model results, input files for each bid,
and other supporting information. In addition, PacifiCorp also provided bid summary
information in tabular and graphic form for each bid. The presentations prepared by PacifiCorp
for the base load, intermediate, summer peak, and renewable base load categories respectively

are included N

Based on review and ranking of bids, PacifiCorp proposed a short list in each bid category.
Exhibit 9 provides a compilation of the short list in each category. Short list selection was
generally based on selecting twice the amount of capacity requested from the RFP in each

[
2
@
Q
o
=
‘

The IEs did not oppose this

recommendation.

Exhibit 9: Shortlisted Proposals

Bidder Project Name Type of Offer Size MW Term
(Full Load)
Baseload
I | L L .
I
I I I L .
I L | .
I I L | .
I I L | .
I & L | .
I I L | .
I K L | .
I 2| | I .

a1
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Intermediate

] L .
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I | .
Renewables
I | N N
I N N
I H H
Summer Peak

Capacity
I 1 ] N
I | H
I | |
LB ] N

Issues Associated With Short List Decisions

A few issues were identified by the IE for discussions during the short list evaluation process.
These included:

«  Why did thdjjjjlj project perform poorly in this solicitation given its strong performance
in the prior solicitation? How was it evaluated given some of the issues in the previous
solicitation associated with the ability of the project to deliver power into the PacifiCorp
system due to transmission access issues?

+ shouid th N - oject be selected for

the Intermediate short list?

« Was there arisk that orjj  offers would be the only competitive bids in the base load
category, possibly leading to a bias toward EPC options only?
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Y pacifiCorp completed the Base Load evaluation and short list selection before completing the evaluation of the
Intermediate Load bids and other options. PacifiCorp asked the IEs to approve each short list after completion of the
evaluation. However, the Utah IE suggested that PacifiCorp complete the evaluation of the bids in the other resource
categories before providing a final agreement to the Base Load short list.

\l
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18 pacifiCorp also proposed including two option

on the short list ahead
of either of the above two projects.

1

(o0}
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Conclusions from Step 1

In addition to reviewing the presentations and model results prepared by PacifiCorp, Merrimack
Energy submitted several questions to PacifiCorp and found a few errors in the analysis which
were subsequently verified and corrected by PacifiCorp. PacifiCorp adjusted the results of its
analysis to reflect the revisions to the data. Importantly, the adjustments were minor and did not
result in a change in the rankingsThe evaluation results and analysis prepared by PacifiCorp

) was very thorough andadilitated the review and
assessment by the IEs. In addition, the graphs and data provide by PacifiCorp highlighted the
factors driving the economics of the various resource options. In conclusion, Merrimack Energy
was in agreement with PacifiCorp’s short list decisions for all resource categories and confirmed
our agreement via email in early July 2012. All bidders were notified by PacifiCorp on or around
July 9, 2012 whether they had been selected to the short list or not, consistent with the schedule
included in the RFP document.

Load and Capacity Update

On July 26, 2012 PacifiCorp submitted a slide presentation regarding its Load and Capacity
Update to the IEs and Division and scheduled a call with the IEs and Division to review the Load
and Capacity Update. The purpose of the call was for PacifiCorp to discuss the changes to the
Company’s load and resource forecast, which exhibited significant changes from the previous
forecast. In the presentation, PacifiCorp stated that existtuyrees are lower tff MW and

that the preliminary peak load forecast indicates that peak load for 2016 will be lower by
approximate !\l W compared to the 2011 IRP Update. The lopeak load
forecast is driven by updates to the industrial class to reflect use of on-site geffération,
reduced load growth from new customers. PacifiCorp noted that while the Company had seen
significant load growth from new large industrial customers in Wyoming and Utah, it has also
seen cancelled or delayed new load requests. PacifiCorp also indicated that it was implementing
a new industrial forecasting methodology based on a regression based methodology. Based on
the combination of lower load growth, changes in existing capacity, and the associated impact on
reserve requiremen

PacifiCorp provided an update to the July 26, 2012 presentation on its capacity position on
August 3, 2012 The updates would be included in the evaluation of the best and final offers
from the All Source RFP for 2016 Resources. Exhibit 10 provides a snapshot of the change in the
2016 Capacity Position for the PacifiCorp system based on the information provided by
PacifiCorp on August 3, 2012.
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Exhibit 10: PacifiCorp’s 2016 Capacity Position (MW)

Description 2011 IRP July 2012 (MW) Net Change
Update (MW) (August 3, 2012 (MW)
Update)

H =gl

1
i

PacifiCorp stated in the presentation that the capacity deficit compared to the 2011 IRP update is
reduced byjjf MW, driven by system peak loads that are dovjjjpyMW in 2016 driven
primarily by reduced loads in the east side of the PacifiCorp system. PacifiCorp also stated that it
was incorporating new DSM supply curves into the System Optimizer model.

A copy of the July 26, 2012 Load and Resource update presentation is included as Attachment
[ while the August 3, 2012 presentation is included as Attactjjent

Updated Input Assumptions File

On July 26, 2012 PacifiCorp convened a conference call with the IEs and the Division to discuss
the input assumptions it intended to use for the Step 2 evaluation and discuss the schedule going
forward. PacifiCorp indicated that it intended to use its June 29, 2012 forward curve for the
natural gas and power pricEsAs previously noted, both natural gas and power prices were
projected to be higher for 2016 relative to the April 2012 forecast. PacifiCorp is also projecting
decline in the GDP growth rate as well as a decline in the rate of growth in the CPI. PacifiCorp
also updated its O&M costs for the EPC options based on the information PacifiCorp received
from the equipment vendors on O&M costs.

PacifiCorp also revised its forecast of CO2 costs from the May 2012 Input Assumptions file to
the August 6, 2012 Input Assumptions File. This change affected the Market Price Scenarios to

be used for purposes of determining the portfolios in St EEGzGzGgGEGE
I

% A comparison of the April 24, 2012 and June 29, 2012 annual gas and electricity price forecasts as prepared by
PacifiCorp based on the monthly forward curves cuidhed i The monthly forecasts for April 24,
2012 and June 29, 2012 are provided as Attachment C and Attachment O, respectively.

-

Merrimack Energy Group, Inc. 5



The revision in the CO2 costs will also affect gas and power price forecasts since natural gas
prices are adjusted to reflect changes in electric sector natural gas demand driven by a change in
CO2 prices. The Market Price Scenario table included in the Input Assumptions file presented to
the IEs on July 25, 2012, August 3, 2012 and August 6, 2012 is included below as Exhibit 11.

Exhibit 11: Market Price Scenario Cases for Step 2 Portfolio Evaluation

Scenario CO2 Tax ($/ton) Natural Gas Case

Scenario 1

Scenario 2

Scenario 3

Scenario 4

Base

Scenario 5

Scenario 6

Scenario 7

14

Scenario 8

-

Finally, PacifiCorp updated its load forecast, which reflects a decrease in load because of the
lower than expected industrial load in Wyoming and Utah. The load forecast for 2012-2021 from

the May 4, 2012 Input Assumptions file reflected an average annuaihgraie offjjjj Also,

the project load growth from 2021 to 2030 is projected to av{jjje eaerfihis compares

to the August 6, 2012 Input Assumption forecast, in which the average annual load growth from

2013-2022 shows a substantial decline |Jjij average annual growthjoatilgrowth is

also projected to averaljjjjj  from 2022 to 2030.

The August 6, 2012 Input Assumption File is include]jj| | | | IR

In conclusion, the revised Input Assumptions files presented to the IEs in late July and early
August in preparation for a lock-down of the assumptions by August 6, 2012 illustrate a

% The IE asked PacifiCorp to explain the basis of the High CO2 price forecast. PacifiCorp responded that in
developing base, high and low CO2 price assumptions the Company reviews projections available from third party
experts and other information. This review yields a range of forecasts. For the Step 2 evaluation PacifiCorp
indicated that the High case is based off a third party experts high CO2 price projection.
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I in preparation for the Step 2 evaluation. In particular, thgnitede in the reduction in
load demonstrated that the need for the capacity solicited in the All Source RFP for 2016 was
virtually eliminated.

Best and Final Offers

As noted, PacifiCorp selected short lists for four different resource categories: (1) base load; (2)
intermediate; (3) Q3; and (4) renewable base load. In addition, included in the base load category
are the bids for EPC contractors to construct a gas-fired combined cycle facility on PacifiCorp’s
Currant Creek site.

On July 20, 2012 PacifiCorp sent an email to all short listed bidders after discussions with the
IEs to inform bidders of the filing requirements associated with submission of their best and final
offers. In addition, PacifiCorp reminded the short listed bidders of the 10% increase limit in their
costs from the original indicative bid to the best and final offer.

Best and Final offers from the short listed bidders were due on August 8, 2012. All short listed
bidders submitted best and final offers. Once the best and final offers were received, PacifiCorp
screened the bids to ensure they met the 10% price increase limit. No bids increased their total
cost by 10% or more from the initial proposal and therefore all bids and variants selected were
eligible for Step 2 evaluation. Also, similar to the experience with the indicative bid stage,
several of the EPC proposals included inconsistencies for which PacifiCorp had to seek
clarification or the bidder provided updates after submission of their best and final offers.

The assessment contained in this section of the Report will focus initially on the EPC bids and
then on the remaining short listed bids. For each bid, Merrimack Energy will compare the pricing
included in the indicative bid with the Best and Final offer.

EPC Proposals

The Best and Final EPC proposals for Currant Creek in the base load category are summarized
belov. |
I 01ovides more detailed information on each EPC opticiuding a
comparison of the indicative bids and best and final o also shows a
breakdown between the combined cycle capacity for each bid and duct-firing capacity, as well as
the heat rates for each component of the project and the full load heat rate for the total project.
All bids included a combined cycle component and a duct-firing component.

Exhibit 12 presents a summary of the best and final offers for each EPC bid on the short list.

Exhibit 12: EPC Best and Final Offer Bids for Currant Creek

EPC Contractor Equipment Total Capacity Installed Cost Cost/kW
(MW) ($million)
I | i I I
1
N || B N
N || HE
I H | B | N
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With regard to the EPC bidjij | ) offcred the saeprice for the best and
final offer as in the indicative b

Review of Other Bids

Exhibit 13 provides a summary of the indicative bids and best and final offers for each of the
remaining short listed options. As illustrated, all bidders ejjjjjjil|} thieepo | G

the same from the indicative bid to the best and final offer.

Exhibit 13: Summary of Indicative Bids and Best and Final Offers for Other Bids

Bidder Indicative Bid Best and Final Offer
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For the Step 2 evaluation, PacifiCorp used Ventyx Energy'de®y<Optimizer capacity
expansion model to develop optimized portfolios using the bid resources umdage of
alternative cost assumptions for future emission expense levelsankét prices (i.e. Market
Price Scenario Cases). System Optimizer will develop a&sonding number of optimized
portfolios — one for each combination of emission and wholesale mar#iatedural gas price
assumptions — drawing from resource options in the initial sharAlsoptimal portfolio will be
established for each combination of emission and wholesale mardlehaural gas price
assumptions. As illustrated in Exhibit 11, PacifiCorp intended to eeatbatportfolios based on
nine market price scenarios and assess which resources would be selecteddereio.

Background

As previously noted, PacifiCorp has provided the IEs with severabketput assumptions for

undertaking the evaluation of bids at various stages in the procgssfeit assumptions to be
used in the initial short list evaluation in Step 1 and updated assus\pbi be used to undertake
the Step 2 evaluation based on the best and final offers). Includedist tifeassumptions is the

base resource plan that would be used to assess the value of thesBi#ees. PacifiCorp’s

analysis of Step 2 starts with removal of the required resaurder the base plan (i.e. in this
case approximately 600 MW combined cycle needed in 2016).

The RFP identified the process PacifiCorp will follow foakating the RFP bids in the Step 2
and Step 3 processes. As noted in the RFP document (page 54):

“Based on the initial short list, Ventyx Energy LLC’'s Systeébptimizer model

(previously called the Capacity Expansion Model or CEM) will beduso develop

optimized portfolios under various assumptions for future emission expmreds and

gmarket prices. System Optimizer will develop a correspondingoaurof optimized

portfolios — one for each combination of emission and wholesale merkletatural gas
price assumptions — drawing from resource options in the initiait dist. These

assumptions will be conceptually consistent with the 2011 IRP low,umednd high

cases, but may reflect more recent data at the time thgsenial conducted. An optimal
portfolio will be established for each combination of emission and wal@enarket and
natural gas price assumptions.

The starting point for System Optimizer portfolio developmenhes get of preferred
resources and input assumptions that will be consistent with@agifs 2011 IRP. The
resource in the year for which there is a capacity need as definedregdlece portfolio
(i.e. approximately 600 MW in 2016) will be removed in order to creai@pacity deficit
that the model must fill with one or more bid resources. The modiehleo be allowed
to select a variable quantity of firm market purchases, rentfoffice transactions” to
ensure that a specified annual planning margin is maintained Hoouthe simulated
period. If assumption updates are made prior to receipt of Bidderarmk$inal pricing
for proposals selected to the initial short list which afflet iming and/or size of the
resource need, the portfolio may be revised accordingly. Fquethed prior to the year
for which there is a capacity need being addressed biRE##s resources not removed to
create a capacity deficit, except for front office tratisas, will be fixed for all
portfolios. That is, all resources, except for Front Office Tretiwas, prior to 2016 will
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be hardwired in the System Optimizer model. Resources beyond the identified resource
need year, which is 2016 in the 2011 IRP, will not be fixed but will be allowed to change
to respond to the changes in resources.

The System Optimizer will produce an optimized portfolio for each combination of
carbon dioxide (CO2) and natural gas price assumptions input into the model (“market
price scenarios”). In addition to a base case price scenario, additional price scenarios will
be modeled. The price scenarios will be locked down by the IEs prior to receipt of bids.

Each System Optimizer will be a candidate for the optimum combination of resources to
be selected through the RFP process and will therefore be advanced to the
stochastic/deterministic analysis step described below. Resources bid into the RFP that
are not included in any of the portfolios resulting from this step will no longer be
considered candidates for acquisition by the Company”.

Portfolio Options

For the Step 2 evaluation, PacifiCorp used Ventyx Energy’'s System Optimizer capacity
expansion model to develop optimized portfolios using the bid resources from each short list (i.e.
base load, intermediate, Q3 peaking, and renewable base load options as presented in Exhibit 9)
under a range of alternative price and cost assumptions to account for uncertainty surrounding
key variables. An optimized portfolio refers to a capacity expansion plan that minimizes the
present value of revenue requirements (PVRR) over a 20-year period based on the set of input
assumptions and planning reserve margin constraints. The capacity expansion plan accounts for
the dispatch of both existing and future resource options, factors in amortized investment costs
for generation and transmission resources, and solves for the optimal level of spot market
transactions for system balancing. This Step screens portfolios for stochastic production cost
analysis (Step 3a), and indicates the frequency that bid resources are selected under alternative
futures modeled deterministically.

Request for Delay in Schedule

On September 10, 2012 PacifiCorp informed the Commission that it will not meet the deadline
of September 10, 2012 for completion of the final short list in accordance with page 6 of the
Commission Order on the RFP issued on January 3, 2012. According to the Commission Order
the Company was required to seek Commission approval if the schedule, as shown, deviates by
more than five business days. PacifiCorp stated that due to the fact that vendor supplied upgrades
and updates to the Company’s IRP modeling tools have encountered obstacles, it will not meet
the original schedule. As a result, PacifiCorp will utilize its existing modeling tools and
anticipates it will complete the final short list by September 21, 2012. The Commission approved
the schedule change required due to the modeling upgrades on October 15, 2012.

Step 2 Evaluation Report

On September 19, 2012 PacifiCorp provided the IEs with the initial results of the Step 2
evaluation based on the System Optimizer runs. The All Source Request for Proposals Step 2
Evaluation Report (“Step 2 Report”) provided to the IEs by PacifiCorp is included as
B - ca!l was scheduled on September 20, 2012 to discuss the results and answer
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any questions from the IEs and Division staff. During the call, PacifiCorp discussed the
evaluation process and results and presented its rationale for not selecting any resources at this
time from the 2016 All Source RFP. The basis for that decision and the analysis provided by
PacifiCorp is discussed in this report.

. The IE

views this bandwidth as representing reasonable ranges of potential CO2 costs.

In its Step 2 evaluation report, PacifiCorp provided several Portfolios of resources to reflect both
the pre-2016 period and the period 2016 to 2030. The portfolios presented in the Report include:

1. Locked down Portfolio delivered to the IEs on August 3, 2012. This portfolio reflects
PacifiCorp’s updated load forecast under base case assumptions. This base portfolio is
derived by essentially letting the model to select the resource needs from a list of options
based on price and operating characteristics. The base portfolio now shows a need for the
next combined cycle unit in 2025. This portfolio locked down resources expected to be
added to the PacifiCorp system prior to 2016. This included Lake Side Il (638 MW) in
2014 and 338 MW gas-repowering of a coal plant in 2016 addition, this portfolio
includes DSM and Front office transactions between 2016 and 2020;

2. Updated resource Portfolio with Updated DSM Supply Curves (Portfolio used to evaluate
bids in the Step 2 evaluation procé&Ehe portfolio essentially updates Portfolio 1 with
the results from the DSM Supply curves developed after the August 3, 2012 portfolio. In
the second portfolio, the amount of DSM resources added is lower relative to the initial
resource plan provided to the IEs. In the resource plans, all resources past year 2016 are
allowed to float for purposes of selecting the preferred portfolio of resources;

3. Base Case System Optimizer Model Portfolio With Bids from the RFP;
4. High load portfolio with no RFP bids compared to the base load portfolio with no RFP

bids. Under this high load portfolio case, PacifiCorp projects that a new combined cycle
project (i.e. 423 MW) will be required in 2018;

2" The System Optimizer Portfolios presented by PacifiCorp as part of the Input Assumptions Files either did not
identify the repowering capacity or provided a net capacity amount to reflect the addition of gas-fired repowered
capacity offset by the retirement of several coal units. The System Optimizer portfolio used to conduct the bid
evaluation only included the additional 338 MW of capacity for repowering but did not show a capacity offset.
PacifiCorp later confirmed that the 338 MW addition reflected the Naughton 3 gas conversion. PacifiCorp also

noted that the table did not show the offsetting reduction, which is captured in the load and resource balance, in coal
capacity totaling 324 MW (330 MW capacity for Naughton 3 less a 6 MW de-rate).

% During the July 26, 2012 conference call to discuss the Load and Resource Update, PacifiCorp noted that it
intended to update the load forecast and DSM amounts based on receipt of updated DSM supply curves from its
consultant.

(o0}
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Results of the Step 2 Portfolio Evaluation

The results of the Step 2 evaluation illustrated that onl

As a result, these two resources are selected because they lowered the overall cost of
the PacifiCorp’s portfolio. As PacifiCorp has concluded, the value of these resources is attributed

to their value in deferring other resources such as front office transactions, DSM, and the deferral

of a combined cycle resource by one year from 2029 until 2030.

To test the factors influencing selection of the summer peaking options in the Step 2 evaluation,
PacifiCorp evaluated four sensitivity cases, assuming Base Case market prices and CO2 price
assumptions. PacifiCorp concluded that the sensitivities provided confirmation that the benefits
of the selected bids are related to deferral of DSM resources, deferral of a long-term future
combined cycle resource to 2025 from 2016 and the reduction of front office transactions. The
additional capacity is not needed to meet load growth but only to defer other resources. For

®
X
o
3
=2
®

The sensitivity cases are described below.
* Sensitivity 1

This sensitivity allows the System Optimizer Model to select RFP bids using the pre-2016 DSM
resources submitted to the IEs. The results show bids are
selected and that the benefits are driven by deferral of DSM resources, long-term future
combined cycle resources and front office transactions. PacifiCorp’s analysis shows that while
the long term economic benefits are positive under the scenario whbejjf MW from the
I 2 < sclected, these options represent a negatste¢accustomers through 2023,

29 Merrimack Energy asked PacifiCorp to run a case whereby the model selects an EPC option in 2016 to assess the
impacts of adding a large scale combined cycle resource in 2016 as originally anticipated.
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with the benefits occurring after 20

* Sensitivity 2

This sensitivity fixes both pre-2016 resources consistent with the more current base case data and
fixes all Class 1 DSM resources beyond 2 bids are
selected; however absent the deferral benefit of the Class 1 DSM resources, the PVRR favorable
to the RFP bids drops fro . In this sensitivity the System
Optimizer Model shows an incremental one year deferral of a 2025 generic combined cycle

* Sensitivity 3

This sensitivity fixes pre-2016 resources, all Class 1 DSM resources, and further prohibits the
model from deferring long-term combined cycle resources. In thstsaty, only th

[l is selected, which defers front office transactions and smadluats of Class 2 DSM
resources|jj| |} GG hc PVRR benefits othis portfolio drop tdijjj

million as compared to the portfolio absent RFP resources.

» Sensitivity 4

This sensitivity fixes all base portfolio resources except for front office transactions. The
is selected, offsetting front office transactionsrotree 2016 to 2020 timeframe
with the PVRR benefit dropping |l as compared to the portfolabsent any RFP
resources.

As a result of the sensitivity analysis, PacifiCorp concluded that the benefits of the Q3 resources
are influenced by the benefits of deferring long-term Class 1 DSM, combined cycle resources
and front office transactions. In addition, the benefits associated with deferring front office
transactions are dependent upon the cost of front office transactions over the period 2016-2020.

PacifiCorp also ran a high load forecast case to determine what the potential risk of physical

supply would be if loads are greater than currently forecastréBudts show the need fo[jjjj
PacifiCorp concludes that it would have su#id time to issue

another RFP if the need arises.

IE Comments

The Utah IE raised two comments regarding the evaluation and selection process:

« While the IE understands the concern

.
I - I addition,

L« ]
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the results of the analysis demonstrate that||jjjjjj ]l is economic in every
sensitivity case;

with regards to thijjj |l PacifiCorp concluded that t is selected

as a preferred resource in the Step 2 evaluation and remains marginally favorable when only
front office transaction deferral benefits are considered. As PacifiCorp concluded, however, this
is very much dependent upon the assumed cost of front office transactions over the period 2016

—
o
N
o
S)
O

The Utah IE requested that PacifiCorp conduct an analysis of the impacts of selecting the best
EPC option for a 2016 in-service date based on the most updated load forecast. PacifiCorp
provided the results of the analysis considering inclusion of an EPC option at Currant Creek as
an alternative resource.

| ssues Associated with PacifiCorp’s Step 2 Evaluation

The IE asked PacifiCorp to provide a more detailed assessment supporting its decision not to

select th G
. On

October 2, 2012 PacifiCorp provided a response to the IE and supported its contention why the
I bid should not be selected. The following are the primagsaons identified by
PacifiCorp to support its position:

1. Primarily driven by an updated lower load forecast, the Needs Assessment shows that the
2016 load and resource balance has improveljijy MW (the resource needrhas be
reduced) as compared to load and resource balance in the 2011 IRP update;

2. With the updated load and resource balance, the updated resource portfolio shows that
resource needs can be met most cost effectively by acquiring FOT and DSM resources,
and deferring acquisition of a significant new resource from 2016 to the 2025 timeframe;

-
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[l Two summer peaking bids were selected in the Step 2 evalu

4. PacifiCorp undertook sensitivity previously described in this report. The sensitivity
analysis showed that selection of both resources is heavily influenced by the prospective
benefits of deferring generic long-term Class 1 DSM and combined cycle resources, such
that customers would incur increased near-term costs on the bet of highly uncertain and
speculative long-term cost savings;

Absent long-term benefits associated with resource def

However, RcifiCorp argues that

the moderately favorable economics do not support selecting this bid. PacifiCorp claims
that the bid displaces FOTs but it does not dispdt€unsequently, the system increases
dispatch to replace energy, leading to increased system fuel and VOM costs;

6. The true cost of FOTs through the 2020 timeframe is uncertain, and lower FOT costs than
those assumed for the base case would erode uncertain benefits associated with deferral
of FOTs;

7. The| I is not selected in all scenarios evaluated in Step 2 of the evaluation
process;

8. FOTs identified in the 2011 IRP Action Plan have been and are being pursued through
other competitive solicitation processes that would target specific market products
representing the full range of potential alternatives to FOTs. The Company procures these
market-based products through the Company’s market RFPs which may solicit bids up to
a five year tenor,

9. This product is akin to a long-term hedge which is outside the traditional range in Utah of

Updated Step 2 Evaluation Results

On October 9, 2012 PacifiCorp provided an updated version of the Step 2 report that included a
few corrections to the analysis results but which PacifiCorp stated did not change the conclusions
of the evaluation. In particular, the analysis showed that the cumulative PVRR of System

Benefits associated with the inclusio

Step 3 Evaluation

31 The analysis completed by PacifiCorp in the Step 1 process using the RFP Base model illustrated that the
I rroject had 2| Ho\cver. the analysis completed in Step 2 using the
System Optimizer model illustrates that the unit would not dispatch.

N
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In Step 3 (Risk Analysis), stochastic and deterministic analyses will be performed on each
optimized portfolio in order to identify the resources in the highest performing (least cost,
adjusted for risk) portfolios. Step 3 includes both a Step 3(a) Stochastic analysis using the
Planning and Risk (PaR) mod#and Step 3(b) Deterministic Scenario Analysis using the
System Optimizer modef*Consistent with the IRP, the Company will use the PaR and System
Optimizer to assess the risks of each Eligible Resource Alternative. The PaR Model will model
hydro conditions, thermal outages, gas prices, electricity prices, and load on a stochastic basis.
The System Optimizer will model CO2, fuel prices (nhatural gas and coal) and electricity prices
on a scenario basis.

PacifiCorp did not conduct the Step 3 analysis for this RFP since it decided not to select any
resources as a result of the Step 2 analysis.

I[E Comments on the Evaluation Results

The IE understands PacifiCorp’s rationale for not selectin

[ PacifiCorp’s analysis demonstrates that the benefits assdcisith this project (in
combination with th{jjjlili]) do not turn positive until 2020. Before thimhe, the cost to
customers increases as a result of the contracts. Furthermore, PacifiCorp has demonstrated that
this bid would not be selected under certain sensitivity cases. The long term nature of this bid
also adds risk associated with the commitment to pay a fixed cost with little or no energy value.

However, thjj ]l does provide benefits relative to use of ritroffice transactions,
although the overall benefit is small. PacifiCorp does present several compelling reasons for not
selecting this project, not the least of which is that the piréjesn{jj | | I \vith which
PacifiCorp could negotiate a contract outside the RFP process and not have to wait until 2016
before taking power under the contract. The lead time for taking power under the contract, the
ability of PacifiCorp to do a bilateral contract outside the RFP process (i.e. the contract is less
than 10 years which is exempt from the solicitation process) or solicit this power via a shorter
term solicitation process, and the small benefits attached to this project raise questions about
whether it is economically reasonable to contract with this project through this solicitation
process.

On the other hand, the IE has difficulty accepting the Company’s arguments that the benefits
associated with this project are based on deferral benefits associated with deferral of front office
transactions. Deferral benefits are common to any evaluation of this nature. For example, if load
did not drop and PacifiCorp selecte(jjj ] contract as the winng project, it can be

%2 The PaR model will be used in stochastic mode to develop expected PVRR and PVRR volatility parameters. PaR
is an hourly dispatch model that varies loads, wholesale gas prices, wholesale electricity prices, hydro variations and
thermal unit performance to reflect uncertainty. Stochastic representations of these variables include specific
volatility and correlation parameters. The model dispatches resources to meet load with given markets and
transmission access to minimize PVRR using linear programming techniques. The resulting distribution of PVRR,
typically over 100 draws of the variables, can be evaluated for the expected PVRR, tail risk PVRR, and PVRR
volatility. According to PacifiCorp’s IRP, PaR makes time path dependent Monte Carlo draws for each stochastic
variable based on the input parameters. The Monte Carlo draws are a percentage deviation from the expected
forward value of the variables.

3 The optimal portfolios will be subject to a more in depth deterministic dispatch model using the System Optimizer
with each portfolio being assessed for each of the future scenarios described in Step 2. This step is intended to
identify portfolios with especially poor performance under certain future scenarios and used to inform the selection
of final resource options.
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argued thajjlll is what is required to meet load requiremelite the othe |l is
selected because of deferral or displacement benefits. PacfiCorp would not go back to the EPC
contractor and attempt to negotiate the project size dovjjjjljl nce si is rare that
construction or acquisition of large blocks of capacity can exactly match need. In most cases, the
utility may purchase or construct more capacity than is required in the year of need due to the
lumpiness of large scale generation projects and “grow” into the project by displacing existing
generation or deferring other sources of capacity. In either case, if construction or purchase of
the| il of capacity is the least cost option and provides systenfitseéneould likely be
selected even if it does not exactly match requirements.

Another issue is PacifiCorp’s failure to undertake Step 3 of the evaluation as envisioned or
anticipated as part of the overall evaluation process. The question arises whether conducting Step
3 will shed any light on the resource selection process. The IE is of the opinion that Step 3 is not
necessary since in the IE’s opinion only ||l represents a reasonalption based on

the Step 2 evaluation. Therefore, there are no portfolios or multiple competing resources on
which to conduct the risk assessm&nPacifiCorp’s sensitivity analysis in Step 2 essentially
replaces the Step 3 analysis, although PacifiCorp does not provide any justification for not
completing Step 3 or using the sensitivity analysis from Step 2 as a reasonable substitution for
Step 3.
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VI. Description of the Contract Negotiation Process

Not Applicable

Merrimack Energy Group, Inc.
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VIl. Assessment of the Solicitation Process

This section of the Report provides our overall assessment of Gapi solicitation process
with respect to the consistency of the process to the sabaitaquirements included in Section
R746-420-3 and Chapter 54 of the Utah Code.

Consistency of the Process With Regard to Utah Statutes

Exhibit 14 includes a detailed description and assessment of this iegfihle solicitation process
relative to each of the solicitation requirements outlined in &edti746-420-3. As illustrated,
the IE concludes that the design and implementation of the sofinitptiocess is generally
consistent with the solicitation requirements outlined in Section R74&4208y specific issues
we have with the process are also described in this Exhibit and are discusseed detail in the
Conclusions section of the report, as warranted. In our view, oveegtirocess was undertaken
in a fair and reasonable manner and in the public interest. As veertded in this report,
PacifiCorp has generally followed its processes and procedures.

Exhibit 14: Adherence of the Solicitation Process with Section R746-420

Solicitation Requirements included in
Section R746-420-3

Adherence to Solicitation Requirements

1. General Requirements

. In our view, the solicitation process overall was
generally fair, reasonable and in the public
interest. All bidders, including bidders for EP
contracts and the other alternatives were tre
the same, had access to the same informatig
the same time, and had an equal opportunity
compete. PacifiCorp was diligent in
maintaining confidentiality of information.
Furthermore, the process was a very

transparent process with active involvement

The solicitation process must be fair,
reasonable and in the public interest
C
ated
DN at
to

and oversight by the IEs.

The solicitation process must be designe
to lead to the acquisition of electricity at
the lowest reasonable cost

dn our view, the solicitation documents were
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 portfolio evaluation
methodology proposed and the flexibility
afforded bidders via a range of eligible
resource alternatives. The implementation of
the solicitation was structured to maintain
competition at every step of the process.

In addition, we feel that the two step pricing
process (e.qg. initial bid/best and final offer) w

as

an effective process and led to more
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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 generally,
met these requirements with regard to the bi
evaluation and selection process. In the bid
evaluation stage, the analysis addressed sh
and long-term system impacts and risk
associated with CO2 costs and gas and pow
price ranges. In addition, the assessment of
I »roposals included an
evaluation of risks associated with each
proposal, the financial/rate impacts to
PacifiCorp and its customers, system reliabil
issues, and resource options.

[®X

DIt

er
the

ity

Be designed to solicit a robust set of bids

D

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 g
of bids. PacifiCorp receivdl] proposals wit
a totafjj options proposed. The amount g
capacity offered adjusted for mutually
exclusive EPC options at Currant Creek was
approximatel{Jjjj times the amount requests

— oD D
—+

2d..

Be sufficiently flexible

This RFP continued to maintain a flexible
solicitation and evaluation process. Bidders
the opportunity to submit multiple alternative
and had a range of products that could be
submitted. Overall, we found the process to
flexible where necessary. There did not appée
to be any rigid requirements that created iss
for bidders.

had

pal
LIesS

Be timely in the sense of ensuring adeqy
time is allotted to undertake the analysis
and secure the resource

afacifiCorp maintained its schedule very
closely. PacifiCorp did request a slight delay
(e.g. approximately 10 days) in the schedule
accordance with the Commission Order
regarding the RFP. The Commission approv
the request for the extension as the basis fo
request was reasonable and of short duratio
The ability of the Company to develop a
reasonable schedule and generally follow th
schedule was a positive step in the process.

in

ed
the

D

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 the proce
is fair, reasonable, and in the public inter
in consultation with the IE and Division.

The RFP included a description of the
screening and evaluation criteria, the
evaluation methodologies, and other
gaformation to ensure the process was fair,
egtasonable and in the public interest. In our
view, the evaluation criteria and evaluation
methodologies were consistent with or excee

xd

standard industry practices. Furthermore, th¢

A1
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reflect the specific criteria in their proposals.
The evaluation and selection methodology h
been vetted through application from previou

hearings on the RFP and Commission Ordet
prior to release of the RFP.

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 2011 IRP update as well as
forward price curves and updated load
forecasts completed shortly before the
evaluation of bids in the Step 1 and Step 2
processes. The assumptions were consisten
(e.g. fuel and CO2 costs), were of recent
vintage, and were locked down prior to recei
of both indicative bids and best and final offe
PacifiCorp provided the assumptions and
inputs with back-up support to the IEs prior t
receipt of the bids. PacifiCorp provided seve
updates of the Input Assumptions files.

solicitations and Commission oversight via the

pt

transparency of the criteria allowed bidders fo

as
S

0 in

t

rs.

o]
ral

The utility may consider non-conforming
bids

Non-conforming bids were considered in the
evaluation process but were eventually
rejected. For example, one bidder offered
several in-service dates that were non-
conforming. While PacifiCorp did not accept
several of the non-conforming bids, the
Company worked with bidders to ensure the
bidders were able to compete in the process

competitive nature of the process. Also,
I offered options that were non-
conforming and were therefore eliminated. I
both cases, the bidders also offered options
were conforming bids and were still able to
compete in the process. Another bid was
classified as non-conforming because it did
provide a Notice of Intent for its project and
instead attempted to qualify via a partner wh
did qualify for another project. PacifiCorp
informed the IEs of all these cases and the |
were in agreement with the decision to
eliminate the non-conforming projects from
consideration.

with conforming bids without jeopardizing the

that

not

(@)

S

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
for the All Source RFP. While bidders were
required to provide generally the same
information, the information presented by
bidders was not used to formally pre-qualify

bidders but served as an initial stage in
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requiring bidders to demonstrate their
qualifications, capability and experience as

well as its ability to meet credit requirements|.

Bidders were only required to complete and
submit the Intent to Bid Form which included
Appendices A and B in order to participate in
the RFP. No prospective bidders were
eliminated at this 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.

May 23, 2008 granted a waiver of the
requirement in R746-420-3 to specifically bli

consuming and not necessary to provide

evaluation.

The Commission Order on the RFP issued g

bids. The IE continues to believe that it is tin

e

bidders a number and blind the bids before the

Reasonable factors for the RFQ could

The pre-qualification requirements were

include such factors as credit requirementkrgely comprised of financial requirements

non-performance risk, technical
experience, and financial feasibility.

the pre-qualification (i.e. Intent to Bid)

and experience requirements. The IE viewe(

requirements to be reasonable and applicable.
As noted above, bidders were still required tp
submit Appendices A and B.
4. Disclosures — Benchmark Options
* Identify whether the Benchmark is an N/A
owned option or a purchase option
» If the option is an owned option, provide a N/A
detailed description of the facility,
including operating and dispatch
characteristics.
» Assurance from the utility that the N/A
Benchmark option will be validated by the
IE and that no changes will be permitted
e Assurances that non-blinded personnel will N/A
not share any non-blinded information
about the bidders
5. Disclosures — Evaluation Methodology
« The solicitation shall include a clear and | The RFP document contains a detailed
complete description and explanation of | description of the methodologies to be used o

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.

evaluate the bids, as well as the evaluation
procedures, factors, weights, credit
iteequirements, proforma contracts and sched
Also, similar information was provided to
bidders through the Bidders conference
presentations, and the Transmission Techni

were other sources of information regarding
methodology.

Conference. Previous RFPs and recent IRPs

cal

the

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

pfThe RFP (e.g. Attachment 18) contains a
description of the Role of the Independent
Evaluator. In addition, the contact informatio

for the Independent Evaluators is provided ir
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potential bidders to contact the IE with
guestions, comments, information and
suggestions.

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 @
the requested resources including describing
the specific resource and requirements,
providing in most cases copies of specific an
relevant contracts for the resource, and in sd
cases specifications for resource options.

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.

cés 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
information about transmission constraints.

er

=2

me

ery

Utilize an evaluation methodology for

resources of different types and lengths
which is fair, reasonable and in the publi
interest and which is validated by the IE.

One of the major issues in a competitive

c by the utility of an evaluation methodology th
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

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.

The IE also concluded that it appeared base
on the analysis of the APSA and tolling
agreement provided i  bidder for the sa
project that there was no undue bias associg
with the evaluation process since the pricing
results were very similar.

evaluation of bids. PacifiCorp provided the IE

solicitation process is the development and use

at

of
[

)
s
P

me
ted

Impose credit requirements and other

Overall, the IE was of the opinion that the

bidding requirements that are non-

level, type and schedule for posting security
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discriminatory, fair, reasonable and in the
public interest.

b were reasonable and consistent with industr

standards. In fact, the posting schedule was
more flexible in favor of the bidder. There we
no issues raised regarding credit based on ti
comments submitted by the parties on the D
RFP, comments during the hearings, or
questions from bidders. Issues in the past
associated with credit appear to have been
resolved based on the experience with the
previous two RFPs.

* Permit a range of commercially reasonal;
alternatives to satisfy credit and security
requirements

yl@acifiCorp’s credit methodology is a creative

methodology designed to determine credit
requirements based on the size of the projeq
the credit rating of the bidders, the type of

eligible resource, and whether the contract is

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. The credit
methodology was not generally revised from
the previous RFP.

* 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. Since
PacifiCorp terminated the RFP prior to
initiating the contract negotiation process, th
issue is not applicable.

* 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 Bid

team about the solicitation process.

N/A

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

IE.

the N/A

* The Evaluation team shall have no direct
indirect communications with any bidder

other than through the IE until such time jas
the final short list is selected by the utility.

or N/A

» Each team member must agree to all

restrictions and conditions contained in the

N/A

—t

any

D
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Commission rules.

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

N/A

All bids must be considered and evaluatg

against the Benchmark option on a fair and

comparable basis.

ad N/A

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

N/A

9. Issuance of a Solicitation

The utility shall issue the solicitation
promptly after Commission approval.

On January 3, 2012 the Commission issued
Suggested Modifications and Order in Docke
No. 11-035-73 and the RFP was issued on
January 6, 2012.

its
ot

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.

=4

The utility shall hold a pre-bid conference

» PacifiCorp held an RFP Bid Conference on
January 17, 2012 as well as a Transmission
Technical Conference on February 22, 2012

10. 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 the
previous RFP. Bids were not blinded 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 all proposals, model outputs
from the RFP Base Model and evaluation
ngsults for the Step 1 evaluation, and output
rfiles and underlying reports for the Step 2
evaluation processes. In addition, the IEs
requested several analyses from PacifiCorp
which were provided to the IEs. All necessar
and required information was provided to the
IEs as required in a timely manner.

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. Similar to other RFHR
itthe IE did undertake an independent non-pri
evaluation for a number of the bids.

wn
>S,
ce

Communications with Bidders should
occur through the IE on a confidential or
blinded basis.

The IEs was provided the opportunity to be
involved in all communications with Bidders
and ensured that confidentiality was maintaif
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

ned

did

as

copied on all email traffic. In addition, the IE
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did blind all questions and responses betweg
PacifiCorp and the bidders.

N

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 inpu
For the Step 1 and Step 2 evaluations,
PacifiCorp provided all the inputs and output
results and analysis directly to the IEs.
PacifiCorp was very forthcoming with this
information and at no time did the IE feel
access was restricted or limited.

The IE shall monitor any negotiations wit
short listed bidders.

>

N/A

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 tqg
explain Attachment 20, describe future
transmission system upgrades, and also dis
the interconnection process. The Workshop

ah

CUSS

was held on February 22, 2012.
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VIIl. Conclusions and Recommendations

The criteria set forth in Section 54-17-302(3)(c) of the Utah Cocleades a determination from

the Commission that, in ruling on a request for approval of a significant energy resource
decision, the utility’s decision is compliant with the Energy Resource Procurement Act and its
rules, is reached in compliance with the solicitation process approved by the Commission, is in
the public interest, taking into consideration whether it will most likely result in the acquisition,
production and delivery of electricity at the lowest reasonable costs to retail customers of a
utility, reflect 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 solicitation process and procedures developed and implemented by PacifiCorp, including the
bid evaluation and selection process and methodologies are, in substance, consistent with Utah
competitive procurement requirements and industry standards and led to a fair, consistent and
unbiased evaluation process.

The following are the overall conclusions associated with the All Source RFP for 2016 Resource.
Conclusions

* The IE does not oppose PacifiCorp’s decision to not select a resource from the All Source
RFP for 2016 Resource and to terminate the 2016 All Source RFP at this time based on the
projected significant decline in the Company’s load forecast, and projected resource balance
for 2016. Certainly, the Company has clearly demonstrated that there is no need for the
originally anticipated 600 MW gas-fired combined cycle as the incremental resource
identified in the 2011 IRP. The analysis indicates that the need for the next large-scale
combined cycle resource addition has been deferred until 2025. Furthermore, “forcing” a new
combined cycle resource into the supply plan would cost customer over
the life of the project relative to a preferred resource plan. Such a decision would not lead to
the lowest reasonable cost to retail customers and would not be in the public interest.

B < sclected as lowest cost resources in nanyhe scenarios
considered by PacifiCor ||| | | |} dQBJRNEEEE \vas selected il ahe[] scenarios (e.g.
combination of CO2 and gas price cases to reflect possible market price scenarios) evaluated
while th was selected fJJ scenarios. Thaldtenefit associated with the
portfolio of | projects under the base case rea{jjjjj} by Il - However,
PacifiCorp demonstrates that the benefits associated with this portfolio selection do not begin
to accrue untjjjij - As a result, costs to customers will increase prior to that tirfframe.

« To assess the basis for the economic value associated with the pori{jjj | | |  ENIIEE
I -:.cifiCorp conducted several sensitivity cases dasevarious assumptions
associated with fixing Class 1 DSM resources, Front Office Transactions, and combined
cycle resources in the Company’s portfolio. PacifiCorp concluded that the sensitivities
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showed that the PVRR benefits ||| | | NI, - -

heavily influenced by the prospective benefits of deferring generic long-term Class 1 DSM,

combined cycle resources, and FOTs. As long-term resources are locked down the PVRR
benefits of the proposals drop and ||l proposal becomes uneconomi@sBd on

the results, PacifiCorp concluded that the sensitivity analysis provided confirmation that the
benefits of the selected bids are related to deferral of DSM resources, long-term future
combined cycle resources and reduction in front office transactions. Likewise, the

sensitivities confirm that selection of (| bids is not due to a 2016

resource need.

« The IE can certainly understand the Company’s decision to not pursijjjjj Q- 'n
particular, thejjjjj ]l which is proposed as || =dds potential risk
without providing benefits in all sensitivities. In addition, the contract provides benefits in
the back-end of the contract but adds to resource costs during the first five years of the
contract. The long-term nature of the contjjj ) a'so adds riskrad uncertainty.

« PacifiCorp’s analysis of t{jjjjjjljl bid does show that the propo favorable
over the term of the contract, providing a benefi|jjjjjj |- The bid would
displace front office transactions. Furthermore, PacifiCorp’s analysis showed that the cost
impacts would bl only during il  year of tltract. Sinc{ G
proposal is foj years from il  resource, it appéegssrésource option would be
[l risky and would warrant further review and assessmenta Assult, the |IE asked
PacifiCorp to provide a more detailed written assessment of its reasons for not selecting the
bid. PacifiCorp provided several reasons for not selectin{jjjjjjilij bid, including the
following:

o0 The moderately favorable base case economics associated
do not support selecting this bid to the final short list. When the bid is included in
the portfolio, it displaces front office transactions, but it does not dispatch.
Consequently, the system increases dispatch to replace energy, leading to
increased system fuel and VOM costs;

o Favorable economics of tijjjj ] are tied to the deferral of FOTs over the
bid's JJjj year term|jij throudili]l ). with the cost of FOTs tiedhe base
case,

o The true cost of FOTs through (jjjlj  timeframe is uncertain and lower FOT
costs than those assumed for the base case would erode uncertain benefits
associated with deferral of FOTS;

o The I is not selected in all scenarios evaluated in Step 2 of the
evaluation process;

o Selection of th¢jjj ] ffectively equates to locking down a hedge through
the| i which results in an approximat{f  year horizon. The Coypa

risk policy specifies |l hedge horizon;

« The IE does not object to the majority of PacifiCorp’s rationale for not selecting the
I bid for the following reasons:

% While PacifiCorp illustrates that the project does not dispatch based on the detailed Step 2 modeling evaluation,
the RFP Base Model assessment in Step 1 showetthéhpttoject operated at an approxinjjij capacity factor,
although this model does not consider overall system operations as the more detailed and integrated SO model
would.
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o While the contract is only f{jjjjlll . the contract would not be effective until
Il hich adds market risk and uncertainty;

o The economic benefits associated with || are relative ] at

under base case assumptions;

PacifiCorp could execute a bilateral contract for this project outside the Utah
procurement guidelines which requires resources of 100 MW and above and a
contract term of 10 years or more to be subject to the procurement process;

o The resource is Sjjjjji]l resource. As a result, PacifiCorp could secure the
power from this project via another solicitation process should the power be
required.

» PacifiCorp did not undertake Step 3 of the evaluation process. However, since only one
bid, the||| |} . had ]l cconomic value, there would be no tamil
portfolios to evaluate for purposes of selecting the preferred portfolio or resources. As a
result, the Step 3 process is not necessary.

« While the IE does not object to PacifiCorp’s decision to not selediijjjiil] bid
through this solicitation, the IE does question the rationale used by PacifiCorp to reject
the bid based on the deferral value of the resource. Deferral value and displacement value
of a resource are often factored into resource evaluation decisions based on the lumpy
nature of resource additions. For example, if the load forecast did not change and the
lowest cost option wasjjjjjill  oas-fired combined cycle unit to bedtuile Currant
Creek site, the company would not execute an EPC contract fJJjjjjjilij. Instead, if
the economics support such a decision the additional capacity would essentially be pre-
built and would displace or defer Front-Office Transactions, the next large-scale gas-fired
option, or other resources which may be included in the supply plan.

* The initial or indicative bid/best and final offer process again proved to be a very
effective process. This process allowed bidders on the short list to conduct further
analysis of the cost of their projects and update pricing closer to the time of initiating
contract negotiations. As a result, bidders generally either reduced their pricing or kept
their bid prices the same. No bidder violated the 10% cap associated with an increase in
price. The IE found thjjjj bidders were particularly competitiveng the best and
final offer stage.

 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 approximately 60 questions and answers posted to Merrimack Energy’'s
website, with the majority of the questions pertaining to the EPC options.

* Merrimack Energy observed that PacifiCorp was tardy in many cases in providing
responses to bidder’s questions to the IE for posting on the website. The IE had to send
several reminders to the Company to provide a response and in some cases had to resend
the original questions to PacifiCorp.
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* There was a robust response from the market for base load and intermediate resources
with a range of project structures, project locations, and equipment vendors proposed.
The level of response to the RFP significantly exceeded bidding requirements and was
sufficient to provide a competitive process throughout.

 The IE originally recommended that PacifiCorp select proposals for each resource
category rather than allow bidders to identify the category of choice for their proposal.
The Commission in its January 3, 2012 Suggested Modifications and Order in this
Docket directed the IE to provide an assessment of this issue in the final report. The IE
should offer an opinion on whether any bid might have been rejected because it was bid
into the wrong category. While no bid was rejected because it bid into the wrong
category, there were potential issues associated WJjij selecting the resource
category to compete in. For exam

Two implications were
possible. First, this project could displace other intermediate bids that could be selected
for the short list in that category. Second, the selection of resources in the base load
category could be skewed and affect the short list. In this RFP, the base load short list
was comprised of all the EPC options and a five year toll. There were no other long-term
base load options to compete for the short list, which essentially guaranteed the EPC bids
to be selected for the short list. While there was no outstanding issues associated with the
bidder selecting its own category, the potential does exist for short list selection to be
skewed if bidders “game” the process to ensure they are selected for the short list.

 The Commission in its January 3, 2012 Order also directed the IE to provide an opinion
on the impact of the Commission’s decision to not include a separate benchmark in the
2016 RFP outside of the EPC options and provide any recommendations for future RFPs
in its final report on the RFP. The IE notes that the response to the EPC options at the
Currant Creek site was significant leading to a very competitive process for this resource.
The IE concludes that with such a response, allowing for an EPC option at a Company
site provides a more than adequate substitute for a benchmark, with detailed cost and
operating information provided. In many cases, third-party bids or the utility benchmarks
may provide a more generic or conceptual option without providing details on technology
or cost details. That was certainly not the case with the EPC bids. In fact, it can be argued
that the cost and operating information provided provides a more representative
benchmark cost since these contractors will be required to construct the project at the
price bid (subject to any change orders).

* The competitive solicitation process is closely linked to the Integrated Resource Planning
process. This includes significant input from other market participants and interested
parties in the assessment of the need for power and the amount to be bid, input
assumptions, modeling methodologies, and resource selection process.

» PacifiCorp provided detailed Input Assumption files to the IE prior to the evaluation of

the initial bids and prior to receipt of the best and final offers. The level of detail included
in the Input Assumptions File continues to increase in breadth and detail. Some of the
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assumptions are tied to the IRP process, while PacifiCorp has assi@mptions based

on the specific technology, location of the project, and firmness afapacity offered.
While PacifiCorp introduced several assumptions for the firsé timthis RFP, the
Company was able to provide detailed support for use of the assumpdised on the
review and discussions with the IE. The IE felt that the list of assumptiobsth sets of
analysis were reasonable, although we felt the Company did not provide adequate suppo
for the high CO2 case provided prior to undertaking the Step 2 an&lgsigver, since

all resources were gas-fired options we did not view this to mapkcations on the final
evaluation.

* With one minor exception, PacifiCorp followed its Schedule for the process as outlined i
the RFP. In this case, PacifiCorp notified the Commission it dvoot be able to meet
the schedule as required, cited the reason for not meeting thduksclhad asked for a
short extension. The Commission approved the Company’s request ightadslay in
the schedule.

» All bidders were treated the same and provided access to e isformation. The
PacifiCorp management team was very effective in providing stems$iinformation to
all bidders throughout the process.

 The Bid Pricing Sheets (Form 1) were clear and transpamedtled to consistent
information provided by all bidders. PacifiCorp’s efforts to also cetepbid summaries
or term sheets with bidders was a positive step to ensure thatsbaakePacifiCorp fully
agreed with the components of the offer. PacifiCorp requestedititrs complete the
Term Sheet and provide it along with their proposals rather than wititkbwiders to
complete the term sheet after the proposals are receivedsdriied to reduce (but not
eliminate) the time for completing the term sheet.

» PacifiCorp offered a range of resource alternatives whidwedl bidders to structure
their proposals to take maximum advantage of their capabiliied project
characteristics. The definitions of the products and the infoomagiquired from bidders
for each alternative were clearly described in the RFP.

* The combination of the range of resource alternatives and ltveaate for bidders to
offer alternative bids led to creative project offerings includimogh Tolling Service
Agreements and Asset Purchase and Sale Agreements for the same projects.

« While bidders offered several creative alternatives, Paciii€ormodels and
methodologies were capable of effectively model such alternatives.

* The Bid evaluation models and methodologies are very appropriateefopsh and risk
analysis undertaken by PacifiCorp. In particular, the models and meatlggdoiderlying
the Step 1, Step 2 and Step 3 analysis provide very comprehensive aplgteom
evaluation results.

» PacifiCorp provided the individual models and results for each propodatlying the
Step 1 evaluation (RFP Base Model) to the IEs. In addition, Bacyfi provided very
thorough and detailed evaluation reports for all resource categtiat allowed the IEs
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to easily review the model inputs and results. Conference calls were also held between
PacifiCorp, the IEs and Division to discuss the results for each category. PacifiCorp
provided similar documentation for the Step 2 evaluation, including providing the IEs
with detailed reports on the inputs and outputs. While the IEs did not have direct access
or control over the models themselves, the level of detail provided and the explanation of
the results was sufficient. Thus, the IE can confirm 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 comprehensiveness of the process. There were no occasions
where we felt PacifiCorp was not responsive to our requests for information.
Furthermore, given the nature of the models used by PacifiCorp, it was the view of the
IEs that requesting that PacifiCorp run other cases and reviewing and questioning the
results of the evaluation was more effective and timely than if the IEs attempted to run
the models ourselves or undertake a totally independent evaluation.

* Merrimack Energy has concluded that the models and methodologies used are very
detailed and comprehensive, accurately accounting for all costs associated with the
evaluation. The modeling methodologies are state of the art and are among the most
comprehensive and effective methodologies utilized in all the solicitation processes in
which we have patrticipated. Also, the individual models used in Steps 2 and 3 of the
evaluation process are standard industry models used by a number of utilities.
Furthermore, the price evaluation methodology is designed as an integrated evaluation
process for Steps 2 and 3 which reflects the impact on total system cost associated with
different resources and portfolios considered.

» Based on comparison of the evaluation results for a bidder which offered both a TSA and
APSA from the same project, it appeared that there was no undue bias present in the
evaluation results since the pricing was very close in both cases as expected.

* The level of documentation supporting the resource evaluation and selection process was
very detailed. In addition, PacifiCorp was responsive to requests of both the Utah and
Oregon IEs to conduct other analysis to support the company’s conclusions. For example,
Merrimack Energy asked the Company to prepare a written analysis on the methodology
used for evaluating thjjjjlll - 'n addition, we asked the compampriduct an
analysis of the cost of selecting a combined cycle unit as well as an assessment
supporting the reasons for not selecting any resources.

* The blinding of the questions and answers from bidders prior to bid submission was
effective in encouraging bidders to ask questions without identifying their affiliation.
Approximately 60 questions were submitted and responses provided.

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

* While the credit methodology and bidder requirements were a source of concern in
previous RFPs, for the second RFP in a row, there were no issues or questions associated
with credit issues.
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The IE was concerned at the beginning of the process that PacifiCorp have the flexibility

to vary the stated price range in the RFP for purposes of awarding price points to ensure
the stated balance between price and non-price scores is maintained. PacifiCorp was
again required to vary the range for several bid categories to maintain the price/non-price
balance.

Recommendations

As noted in the Conclusions section, the IE is of the opinion that soliciting EPC bids on a

Company site is a positive step forward and provides a more accurate representation of
benchmark costs than other methods. PacifiCorp should be required to provide a

benchmark option only if it is obvious based on the Intent to Bid response that no or a

limited number of EPC bids will likely be submitted.

The IE recommends that blinding of bids and providing bid numbers should be
permanently exempted from the procurement process. We feel such a process adds cost
and time to the solicitation without providing benefits to the process. Blinding questions
and answers is still a valuable option and should serve to encourage bidders to continue
to ask questions to improve their overall bids.

As noted, the IE concluded that the timeliness of PacifiCorp’s responses to bidder
guestions was not adequate. For future solicitations, we feel PacifiCorp should set a time
limit (i.e. provide a response within 5 business days of receipt of the questions from the
IE) for responding to questions and do everything possible to meet that limit.

PacifiCorp should revise the eligibility requirementsjjij resources either to bids with
a term of 10 years or more or require that a bid must be from a new resource or expansion
of an existing resource. PacifiCorp argued that one of the reasons for not selecting the
B /o that the Company has several other Fali€rnatives to
managinofilil short positions such as through spot purchasesrdomemthly

fixed price purchases and out-of-the-money call options. The Company stated that none
of these alternative market product type proposals were received from this All Source
RFP, which tends towards a robust array of proposals from significant new resources.
However, these market-based products are routinely received in the Company’s market
RFPs, which may solicit bids up|lill  tenor, such 2. ' this is the

case, then it makes sense to solicit bids from through the
shorter term RFP rather than the All Source RFP, which is generally more applicable for
longer term, new units.
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Appendix 1 Competitive Bidding Requirements in Utah

Utah Code Section 54-17-101, known as the Energy Resource Procurem&@0sgtrequires
that an affected electric utility seeking to acquire or consta significant energy resourte
shall conduct a solicitation process that is approved by the Coromi3fie Commission shall
determine whether the solicitation process complies with thapter and whether it is in the
public interest taking into consideration whether it will mostlikeesult in the acquisition,
production, and delivery of electricity at the lowest reasonabletadke retail customers of an
affected electric utility located in the state.

Rule R746-420 outlines in detail the requirements of a solicitation $goegth regard to
implementation of the Energy Resource Procurement Act. Among sthers, Rule R746-420
provides general provisions regarding the filing requirements fosdheiting utility in seeking
approval of the solicitation, a description of the solicitation proaedsassociated requirements,
and the roles and responsibilities of an Independent Evaluator to oversee thaisaligibcess.

This Section of the Report will address three major issues. $tibrseA will provide a
summary of the solicitation requirements in Utah as a mearedtfgsthe stage for a discussion
of whether PacifiCorp effectively met the requirements of WWheh statutes. Sub-section B
provides an overview of the required role of the Independent Evalumatbe process. Sub-
section C identifies Merrimack Energy’'s criteria for arieetive competitive procurement
process based on our involvement in a number of competitive procurproeesses throughout
the US and Canada. These criteria will serve as the basesvétwating the performance of
PacifiCorp in developing, managing and implementing the solicitatiorepsatom initiation of
the RFP and related documents through the negotiation of the finahatowith the selected
bidder.

A. Solicitation Requirements in Utah

The specific requirements for the solicitation process araeded in section R746-420-3 of the
Rules. The key provisions by topic area in the rules are sunmedasedow. In our assessment of
PacifiCorp’s solicitation process, adherence to these requiremelhtbe 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 shweasonable
cost to retail customers in the state

» Consider long and short term impacts, risk, reliability, finanongdacts
on the utility, and other relevant factors

* Be designed to solicit a robust set of bids

* Be sufficiently flexible

% A significant energy resource is defined as augsothat consists of a total of 100 MW or mor@eiv
generating capacity that has a dependable liferobt more years.
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« Betimely in the sense of ensuring adequate time is allaiteddertake
the analysis and secure the resources

(2) Screening Criteria — Screening in a solicitation process

* Develop and utilize screening and evaluation criteria, rankingriaeind
evaluation methodologies that are reasonably designed to ensure that the
Solicitation Process is fair, reasonable and in the public intenest
consultation with the IE and Division. Initial screening criteria telude
cost to ratepayers, credit requirements, transmission impagiacts of
direct and inferred debt and environmental impacts, among other factors.

* In developing the screening and evaluation criteria, the utilityl sha
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 thHéyytin
consultation with the IE has determined the bidder has met thegiacrit
under the RFQ

 Reasonable criteria for the RFQ could include such factors et cr
requirements, non-performance risk, technical experience, and #@hanci
feasibility

(4) Disclosures — Benchmark Option

* ldentify 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 biedesed by
the IE and that no changes to any aspects of the Benchmark optibe wil
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

(6) Disclosures — Independent Evaluator
» The solicitation should describe the role of the IE consistent Séthion
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
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* The solicitation must clearly describe the nature and relevaittudes of
the requested resources

* Identify the amounts and types of resources requested, timing of
deliveries, pricing options, acceptable delivery points, price and noa-pr
factors and weights, credit and security requirements, tranemiss
constraints, etc.

» Utilize an evaluation methodology for resources of different typebs a
lengths which is fair, reasonable and in the public interest and wdhich
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 alternativesatisfy 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 adimat
list is selected by the Soliciting Utility

» Each team member must agree to all restriction and conditioresroecht
in the Commission rules

e All relevant costs and characteristics of the Benchmark option bbeus
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

e Environmental risks and weight factors must be applied consistently a
comparably to all bid responses and the benchmark option

(9) Issuance of a Solicitation
* The utility shall issue the solicitation promptly after Comimoiss
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
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* 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 dtitige
the utility in conducting its analyses. The utility shall provide lthe
with access to documents, data, and models utilized by the utility i
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 inclti@nRequest for
Proposals for Consulting Services for the IE issued by the CeiomjdJtah 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 Source RFP. The sxdfoperk for the
assignment requires the Independent Evaluator (IE) to participaad three phases of the
solicitation process: (1) Solicitation process approval; (2) Solicitatiorepsdamid monitoring and
evaluation and (3) Energy resource decision approval process. Théicspesis for the
Independent Evaluator under each phase of the solicitation proedsstesl below. The specific
tasks outlined guide the activities of the Independent Evaluator throutfim@uolicitation
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

1. Review PacifiCorp’s proposed solicitation process to assurdl muwst likely result in
the acquisition, production, and delivery of electricity at the loweasonable cost to
PacifiCorp’s retail customers taking into consideration long-tamch short-term impacts,
risk, reliability and the financial impacts on PacifiCorp.

2. Review PacifiCorp’s proposed solicitation process to assure theatwn criteria,
methods and computer models are sufficient to evaluate the benclopisok and
prospective bids in a manner that is fair, unbiased and compatablbe extent
practicable, and that the evaluation tools will be sufficient tcerdehe the best
alternative for PacifiCorp’s retail customers.

3. Review the adequacy, accuracy and completeness of all proposddtswiienaterials

including bid evaluation templates, bidding documents (i.e. RFP, Bid FoResponse
Package, and the proposed Contracts), disclosure of evaluationa cfiterluding

Merrimack Energy Group, Inc. 84



financial and credit requirements), methods and modeling methodologystweethe
process is fair, equitable and consistent.

4. Review, evaluate and audit the benchmark options cost assumptioracaations and
the proposal for disclosing information about the benchmark to potential bidders.

5. Review and validate the adequacy and reasonableness of the gprepaseation
methods, any computer models used to screen and rank bids from origé@hiag to
final resource selection (including spreadsheet screening maddlgproduction cost
models), and input assumptions. This task requires an assessmenéxtetiteo which
the evaluation methods and models are consistent with accepted industry standards and/
practices and the appropriateness of any adjustments made forngelation are
assessed. Provide input to the Soliciting Utility on the developmestreening and
evaluation criteria and evaluation methodologies.

6. Provide a written evaluation including recommendations to the Coromissgarding
the results of the above tasks. Include recommendations on approval mbgused
solicitation or modifications required for approval and the bases for recomnugrsdati

7. Testify before the Commission regarding approval of the propeséditation, if
necessary.

b. Solicitation Process Bid Monitoring and Evaluation

1. Monitor, observe, validate and offer feedback to the SolicitingyJthe Commission,
and the Division of Public Utilities on all aspects of the sali@n process, including:
(1) content of the Solicitation; (2) communications between biddersaadiCorp; (3)
evaluation and ranking of bid responses; (4) selection of the “ssidrof bidders; (5)
post-bid negotiations between short list bidders and PacifiCorp; r{Bngpof the final
list of alternatives; (7) selection of energy resource(all €é8) negotiations of the
proposed contracts with successful bidders.

2. Provide input to the Soliciting Utility on: (1) the development ofeeaing and
evaluation criteria, ranking factors and evaluation methodologies tareernthe
solicitation process is fair, reasonable and in the public infdfsthe development of
initial screening and evaluation criteria that take into conaioe the assumptions
included in the most recent IRP; (3) whether a bidder hashmetiteria specified in any
RFQ and whether to reject or accept non-conforming RFQ respdqdjeshether and
when data and information should be distributed to bidders to facibtaf@r and
reasonable competitive bidding process; (5) negotiation of proposed c®nivilot
successful bidders; and (6) other matters as directed by the Commission.

3. Participate in the pre-bid conferences.
4. Following the pre-bid conference, and before the bids are due submit a statii® riyeor

Commission and the Division noting any unresolved issues that could itheaquity
or appropriateness of the solicitation process.
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5. Facilitate and monitor communications between the Soliciting Utiidy2idders.
6. Review and validate the assumptions and calculations of any Benchmark options.

7. Analyze the Benchmark option for reasonableness and consistehapeviSolicitation
Process.

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

10. Monitor all communications with bidders after receipt of bids andti@igns conducted
by PacifiCorp and any bidders. Communications between a Soliddiigy and
potential or actual bidders shall be conducted through or in the presentte of
Independent Evaluator.

11. Audit the evaluation process and validate that evaluation a&ritegthods, models and
other solicitation processes have been applied as approved by the sSmnnand
consistently and appropriately applied to all bids. Audit the biduatiahs to verify that
assumptions, inputs, outputs and results are appropriate and reasonable.

12. Advise the Commission, Division and PacifiCorp at all stages gfrtoess of any issue
that might reasonably be construed to affect the integrity ofdheitation process and
provide PacifiCorp an opportunity to remedy the defect identified.

13. Periodically submit written status reports to the Commission aasiah 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 methodsresults of
PacifiCorp’s initial screening evaluation of all bids. Includeesaidiption of the bids,
selection criteria, and provide the basis for the selectiorhefshort-listed bids and
rationale for eliminating bids.

Also, upon advance notice to the Soliciting Utility, the IE may conduoeetings with
intervenors during the Solicitation Process to the extent deteiniogpethe Independent
Evaluator or as directed by the Commission. The IE shall ddsoment all substantive
correspondence and communications with the Soliciting Utility and the bidders.

c. Participation in the Energy Resource Decision Approval Process

1. File a detailed Final Report (confidential and public versiornt) the Commission and
provide a copy to the Division as soon as possible following the ctomplef the
Solicitation Process. The Final Report shall include analyse$eofSolicitation, the
Solicitation Process, the Soliciting Utility’s evaluation andesgbn of bids and
resources, the final results, and whether the selected resources are in thimjgust.

2. Participate in any Utah technical conferences related t&rlegy Resource Decision
Approval Process.
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3. Participate in and testify at Commission hearings on approvhaeafdicitation process
and/or approval of a Significant Energy Resource Decision.

As identified in the RFP, the first three steps described abavstitute the formal evaluation
process and will lead to the compilation of the final shortliseeburces for further negotiation.
After completing the formal evaluation process described above, butebefaking the final
resource selections to be submitted for approval or acknowledgem&tepmd the Company
will take into consideration, in consultation with the IEs, certain rofhetors that are not
expressly or adequately factored into the formal evaluation prolcesshat are required by
applicable law or Commission order to be considered. Utah Code 5SAtIBublic Utilities
Chapter 17 Energy Resource Procurement Act (54-17-402) requirederatisin of at least the
following factors in determining whether a resource selectedhby Company should be
approved as in the public interest:

* Whether it will most likely result in the acquisition, production, antveey of
electricity at the lowest reasonable cost to the retail customersaffieated 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.
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