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I. INTRODUCTION AND SUMMARY

This is Boston Pacific Company’s Final Closing Report on the 2012 RFP. Boston
Pacific, jointly with Accion Group, serves as the Oregon Independent Evaluator (Oregon
IE). This report focuses on the development and evaluation of the final shortlist for the
2012 RFP. Accion Group is separately filing their Final Closing Report focusing on the

Request for Qualifications (RFQ) process.

The primary purpose of this report is to provide to the Oregon Public Utility
Commission (the “Commission”) the Oregon IE’s opinion on PacifiCorp’s selection of a
Final Shortlist in its 2012 Request for Proposal (2012 RFP). As will be explained in
detail herein, the Oregon IE fully concurs with the top-tier Final Conditional Shortlist
(herein called simply the Final Shortlist) chosen by PacifiCorp.! Note that this Shortlist
was technically “Conditional” because there still remained issues to be resolved with the
selected bidders before contract negotiations could begin in earnest. As explained later,
the Oregon IE, with respect to one bid, does not fully agree with the Company’s

subsequent actions in negotiations with the shortlisted bidders.

The selection for the Final Shortlist is tied closely to the assumptions and the

analytic methods used in PacifiCorp’s 2004 Integrated Resource Plan (2004 IRP)* and

"The Oregon IE also was required to provide a report on the Initial Shortlist including a review of both
price and non-price factors. Since, under the RFP rules, up to two times the utility’s need may be passed
through to consideration for the Final Shortlist all of the bids were deemed to make it through this screen.,
Thus, there is no Initial Shortlist Report per se. However, much of the required work was done and for
detailed information on this phase of the evaluation please see our attached testimony to the Commission
on November 2, 2007.

? PacifiCorp, 2004 Integrated Resource Plan (January 20, 2005)
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updated and refined in the 2007 IRP, issued just after this RFP’. In these IRPs PacifiCorp
went through a process to select a Preferred Portfolio of resources to meet a forecast of its
customer’s future needs for electric capacity and energy."’ A consistent three-step process
is used to select the Final Shortlist.” First, PacifiCorp uses the Capacity Expansion
Module (CEM) to define the lowest cost mix (the “optimal portfolio™) of future resources
under a range of assumptions about future market prices for fuel and electricity, carbon
dioxide (CO,) emission compliance costs, and required reserve margins. Second, it uses
the Planning and Risk Model (PaR) to quantify the expected cost and risk of the various
portfolios chosen with the CEM — each portfolio is evaluated under a varying range of
assumptions for factors including, but not limited to, electric demand, outages and fuel
price. Third, PacifiCorp uses the CEM once again to estimate the cost of the best
portfolios from the PaR Model under a range of assumptions. In all these analyses, cost
is defined as the present value of revenue requirements (PVRR) estimated to be paid by

ratepayers over a 20-year forecast period.

As noted in the IRPs, the modeling process led to the selection of a Preferred
Portfolio of resources. For purposes of the selection of the Final Shortlist, three major
resources from that Preferred Portfolio are removed and the bids and benchmarks from

the 2012 RFP compete to take their place. With this analysis, PacifiCorp selected a two-

tier Final Shortlist. The top tier contains the—submitted in the 2012

RFP which have a-capacity of about - MW. These were found to be top-

ranked because these bids were the most “robust” in the PaR analysis. That is, they were

* PacifiCorp, 2007 Integrated Resource Plan (May 30, 2007)
#2004 IRP, Section 5 and 2007 IRP Section 6
> PacifiCorp, Request for Proposals: Base Load Resources (April 5, 2007) pages 52 to 53
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the bids which delivered the lowest risk-adjusted cost when tested across a wide range of
assumptions; specifically, based on risk-adjusted PVRR (i.e. mean PVRR plus the
product of the 95t percentile PVRR and 5%) these-bids were in the portfolios

ranked first and second in every scenario considered.

The key features of these .bids in the top-tier Final Shortlist, as well as the

primary issues to be resolved, can be summarized as follows:
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The Oregon IE concurs that these .bids should be in the top-tier Final Shortlist

based on their robust results in the PaR Analysis. Robustness is the right criteria because
it indicates that the chosen resources do best for consumers in the face of significant
uncertainty about the future. No one can precisely predict key factors such as the path of
natural gas prices or the level of CO;-emission compliance costs. The CEM and PaR
Analyses are the means by which PacifiCorp attempts to assure that the selected bids
minimize long-term costs, while taking into account risks, as required by the

Commission’s Bid Guidelines.

PacifiCorp also chose for potential further consideration additional bids that,

while not as robust as the bids in the top tier, still showed some measure of robustness.

The -bids in PacifiCorp’s bottom tier include:

The next steps with the bottom tier are not defined and

there is no guarantee that negotiations will be conducted with these bidders. Neither has
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it been decided how the bottom-tier bids will be compared to new bids solicited through
the new RFP to be issued by PacifiCorp in 2008. The Oregon IE concurs that-
-should be in the bottom tier, but would be reluctant to add -as
according to our evaluation, it was consistently outperformed by - Because the
second-tier bids were merely “put aside” for potential future consideration we do not
have a strenuous objection to the inclusion of -by PacifiCorp. Furthermore, the

issue is basically moot as, according to the latest Company filings in the Commission’s

2007 IRP docket, the Company is not interested in seeking—

costs.

Since the 2007 IRP was issued almost concurrently with the RFP and since its
methods are important to the selection of the Final Shortlist, the Commission’s
consideration of the IRP is important here. The Staff of the Public Utility Commission of
Oregon (Commission Staff) has recommended that the Commission acknowledge the
2007 IRP with some important exceptions and modifications.® For purposes of the
selection of the Final Shortlist, the more relevant of the Staff’s expectations and
modifications are those which question the viability of coal-fired resources. Three points
are worthy of note in this context. First, PacifiCorp has stated that its three coal-fired

benchmarks are no longer viable for 2012 and none of those three were considered for (or

® Staff Report on item No. 1, Public Meeting Date: December 19, 2007, Oregon Public Utility Commission
Docket No. UM 1208.
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—PaciﬁCorp has proposed that a key topic for negotiation

“Coal resources will be required to indicate how they will indemnify the customers and

Specifically, PacifiCorp has stated that

shareholders for the CO; risk and cost greater than what the company would otherwise be

exposed to with a gas resource.”’

7 Ibid, page 5
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II. PROCESS HISTORY FOR THE 2012 RFP

Prior to PacifiCorp issuing its 2012 RFP, the Oregon IE had extensive discussions
with the company about its RFP Design. Our assessment of RFP Design is in Attachment

Four herein.

PacifiCorp issued its 2012 RFP on April 5, 2007. The RFP, which, as mentioned
above, was driven by the Company’s analysis for the 2004 IRP, sought up to 1,700 MW
of base load resources for delivery in the 2012-2014 timeframe.® Bidders were given the
option to bid a variety of technology types and transaction agreements, including: Power
Purchase Agreements (PPAs), Tolling Agreements, Asset Purchase and Sale Agreements

(APSAs) and Sales of Existing Facilities.”

Bidder’s responses were provided to the Company on June 29, 2007. The RFP
resulted in a total of .bids representing approximately.MW. The bids are listed

below:

8 PacifiCorp, Request for Proposals: Base Load Resources (April 5, 2007) pages 4 to 5
? Ibid., page 8
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In addition to these bids, PacifiCorp put forth three benchmark proposals to be

evaluated along with the bidders. The benchmarks were developed, as contemplated in
the RFP, by the Company’s Benchmark Team. Prior to turning the bids over to the
Evaluation Team and prior to the review of the submitted bids, the IEs reviewed the cost
inputs and assumptions used to create these company benchmarks. Since the typical
concern about benchmarks is that they exclude and, thereby, understate total costs, the
focus of our analysis was making sure that all cost categories were properly included in
the reported cost of the benchmarks. We concluded that the benchmark costs were not
understated and included all the major cost components that we would expect. A copy of

our analysis is attached as Attachment Two. The Company Benchmarks were as follows:
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. IPP3 Benchmark: A 340-MW share of the new coal-fired Intermountain
Power Project Unit 3(IPP3) at the existing IPP site to be on-line in 2012.

J Jim Bridger Benchmark: A 527-MW share of the new coal-fired Bridger
Unit 5 at the Company’s Jim Bridger site to be on-line in 2014,

o IGCC Benchmark: A new 475-MW Integrated Gasification Combined
Cycle (IGCC) facility at the existing Jim Bridger site to be on-line in

2014.

Throughout the month of July the Company held a series of phone calls with
bidders with the goal of clarifying all of the salient points of the bids. In addition, calls
were also held regarding bidder credit issues. The IEs monitored all of these calls to
ensure that information was transferred correctly and that key points of contention were
understood. On July 30‘h,-dropped out of the RFP, citing the slow process,
security deposit requirements and better prospects elsewhere as reasons for its

withdrawal.

At the beginning of August, the Company made the decision that its IPP3
benchmark was no longer a viable option going forward. On August 13" after
discussions with the IEs and Commission Staff concerning next steps, the Company
issued a status memo. The memo discussed the non-viable nature of IPP3 and -

—and laid out options for moving forward, including cancelling the

RFP or amending the RFP to include new gas-ﬁred company benchmarks.
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The Oregon IE disagreed with the Company’s analysis in three substantive areas:
Company’s actions, which the IE attributed primarily to the loss of IPP3, and (c) the
options for moving forward. The IE listed several reasons why the loss of the IPP3
benchmark was not a substantive reason to cancel or amend the RFP and urged the
Company to continue with the RFP evaluation process with the existing bids. Our
reasoning was laid out in a memo to the Company dated August 15" a copy of which is

included in the Attachment One herein.

From August to October, no further attempts were made to resolve bidder
qualification issues, conduct analyses, or move the RFP process forward. On October 2nd
the Company filed a motion to amend the RFP in Utah.'® Citing the non-viable nature of
its IPP3 benchmark as well as “significant changes in circumstances” the Company
requested a series of amendments to the RFP which would allow it to submit additional
benchmarks, consisting of gas-fired combined-cycle units at the Company’s Currant
Creek and Lake Side locations. Under the proposed amendments bidders were also to be
given the opportunity to refresh their bids and small changes were made to the RFQ

process.

Later in the month, after additional protective measures were approved by the
Utah Commission, the Company submitted a confidential supporting memorandum to

support its action. The memorandum (a) pointed to the bidder deficiencies that the

'® Rocky Mountain Power’s Motion to Amend its 2012 Request for Proposals and Request for Expedited
Treatment, Utah Public Service Commission Docket No. 05-035-47, October 2, 2007.

10
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Company had laid out in its August status memo and (b) provided a comparison of the
bids (but not the benchmarks) against PacifiCorp’s forward price curve (a forecast of
market prices). This comparison was identical to the price screen evaluation that was to
be performed as part of the initial shortlist evaluation. PacifiCorp compared the costs of

each bid to their projection of wholesale market prices for the same time period. -

The full

results of the comparison can be found in Attachment Six'!. Note, again, that the results
of this comparison were not used in the screening process as all bids were put through for

consideration to the Final Shortlist.

On November 2™, the Commission held a public meeting where the Company
presented its case for amending the RFP. The Oregon IE also was present and provided
its reasons as to why the RFP process should continue without amendment. In addition,
the Oregon IE provided Commission Staff with written public comments as well as
supporting memorandum in which confidential aspects of the case were discussed. Our
written public comments, and the supporting memorandum are included in Attachment

One herein.

" The numbers presented in Attachment Six were generated a few months after the confidential supporting
memorandum and reflect updated bid inputs and assumptions

11













































































































































































































































































































































































































































































































































