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 STAFF’S OPENING COMMENTS  
 
 

 
 
Pursuant to Judge Kirkpatrick’s memorandum of May 9, 2008, staff submits opening 
comments on PacifiCorp’s Draft Request for Proposals (RFP) for New Renewable 
Resources. The Appendix is PacifiCorp’s responses to selected data requests. 
 
These comments are necessarily preliminary because, contrary to the Commission’s 
guidelines on competitive bidding, the company’s Draft RFP was not accompanied by 
an assessment of Draft RFP design by the Oregon Independent Evaluator (IE). This is 
the third RFP filed for approval by PacifiCorp since the Commission updated its 
competitive bidding guidelines. In all three cases, staff and parties did not have the 
benefit of such an assessment in advance of opening comments. While PacifiCorp filed 
its 2012 base load RFP shortly before the Commission issued Order No. 06-446 and 
therefore was unable to fully comply with this guideline, staff sees no reason why the 
2008R-1 renewable resources RFP in particular was not accompanied by an IE 
assessment.1  
 
Staff does not intend to accommodate such a departure from the Commission’s 
guidelines in the future. We do not believe the Commission, parties and ratepayers are 
best served in this manner. While the company agreed that staff and parties will have 
two weeks after filing of the IE’s assessment to submit reply comments, there is no 
adequate substitute for the Commission-established process to have the IE assessment 
filed up-front. 
 
 

RFP Summary 
 
The Draft RFP seeks up to 500 megawatts (MW) of renewable resources on the east or 
west side of the company’s system. The minimum eligible resource size is 100 MW and 
the minimum term is five years.  
 
Each resource is limited to 300 MW, qualifying the RFP under Utah Senate Bill 202 for 
an exception to many of that state’s competitive bidding requirements, including RFP 
approval. In addition, each renewable resource must have an expected annual output of 
                                                 
1 Nor did the company work with the Independent Evaluator in drafting the RFP as set out in the 
Commission’s guidelines. 
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at least 70,000 megawatt-hours (the output from roughly a 24 MW wind facility) after 
accounting for planned and unplanned outages.  
 
As described in the next section, the company plans to issue “updates” under the RFP 
to solicit additional bids in the future. The first solicitation under the proposed process is 
for resources that will be on-line by 2011. 
 
Resources must be accompanied by Renewable Energy Certificates (RECs). PacifiCorp 
may reject any project that does not qualify under the various renewable portfolio 
standards in the states the company serves. 
 
Bidders may offer a power purchase agreement (PPA) or a Build Own Transfer (BOT) 
agreement. The BOT agreement consists of an engineering procurement contract and 
asset acquisition and sale agreement. The Draft RFP does not address potential 
acquisition of existing facilities. In reply to a staff information request, PacifiCorp states 
that it will accept bids from existing facilities. See PacifiCorp’s response to Staff Data 
Request No. 18, attached. However, unlike its previous RFPs, the company does not 
plan to provide a pro forma agreement for that type of transaction. Without a pro forma 
agreement in the RFP, staff is unclear how the company would evaluate such proposals 
for non-price scoring. See Guideline 6 below.  Staff is interested in the IE’s and potential 
bidders’ feedback on whether a pro forma agreement for purchase of an existing facility 
should be included in the Draft RFP.   
 
 

RFP Process Requested for Approval 
 
PacifiCorp is requesting the Commission approve an RFP process that would “…enable 
the company to call for new bidders or updated bids on an as needed basis to provide 
needed flexibility in the procurement process due to timing concerns, uncertainty with 
the status of the [federal] production tax credit, the status of the then-current wind 
turbine supply market, and quality and quantity of bids received.”2 PacifiCorp states 
that, to the extent it is acquiring renewable resources, the company intends to issue 
“RFPs” at least annually.3 The company describes the RFP currently under review as 
“…a ‘shelf’ RFP under which subsequent periodic RFPs will be issued to comply with 
current regulatory rules, orders, and any applicable resource procurement state laws.”4 
According to PacifiCorp, the Draft RFP filed would serve as a foundation that would give 
the company a constant presence in the market.  
 
As PacifiCorp points out, this concept is similar to the 2006 amendment approved by 
the Commission for the 2003-B renewable resources RFP (Docket UM 1118). However, 
PacifiCorp requests approval of a process that would notify the Commission that the 
company intends to issue an update to the RFP along with “the detail associated with 

                                                 
2 See PacifiCorp’s letter accompanying the Draft RFP, April 28, 2008, at 1. 
3 See PacifiCorp’s Renewable Resources Update at 20, provided at the public meeting on June 10, 2008. 
Staff assumes PacifiCorp is referring to the “updates” described here. 
4 See PacifiCorp’s 2007 IRP Update, June 11, 2008, at 25. 
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such updates.”5 The company states that it will file the update for Commission approval 
if the Commission determines that the update is a substantive modification of the 
originally approved RFP.  
 
Staff recommends instead that the Commission require PacifiCorp to file such 
amendments for approval on an expedited basis. Staff and parties should have the 
opportunity to review the amendment for consistency with the Commission’s competitive 
bidding guidelines, the company’s most recent Integrated Resource Plan (IRP) as 
acknowledged by the Commission, updated information related to the IRP, renewable 
portfolio standard rules, and other regulatory and market issues as they change over 
time.  
 
Unless the update includes significant modifications that staff or parties find 
controversial, staff recommends the Commission simply consider the filing for approval 
at a regular public meeting. The Commission acted quickly on the 2006 amendment to 
RFP 2003-B.6 If, however, staff or parties wish to address contentious issues through a 
formal comment process, the Commission should provide such an opportunity.7  
 
 

Criteria for RFP Approval  
  
The Commission focuses its consideration of RFP approval on three criteria:   
  
(1) The alignment of the utility’s RFP with its acknowledged IRP;   
(2) Whether the RFP satisfies the Commission’s competitive bidding guidelines; and  
(3) The overall fairness of the utility’s proposed bidding process.8  
  
Staff presents its initial comments below under each of these criteria.  
  
Criteria 1: Alignment of RFP With PacifiCorp’s Acknowledged 2007 IRP 
 
2007 IRP Preferred Portfolio and Action Plan  
  
The company requested acknowledgment of the Action Plan for its “preferred portfolio,”  
Risk Analysis Portfolio 14. The portfolio includes 2,000 MW of renewable resources. Of 
that amount, the company plans to acquire 1,400 MW by 2010, including 400 MW the 
company acquired by year-end 2007, plus an additional 600 MW by 2013. The 
company’s analysis demonstrated that these acquisitions appear reasonable on a risk-
adjusted, least-cost basis, assuming a continuation of the federal production tax credit 
over the study term and a REC value assumption of $5 per megawatt-hour for the 
                                                 
5 See PacifiCorp’s April 28, 2008, letter at 2. 
6 See Staff Report in Docket UM 1118, April 11, 2006, Commission public meeting. 
7 In Docket UM 1208, the first RFP considered under the Commission’s updated competitive bidding 
guidelines, Judge Grant stated that “[t]he Commission intends to use, in this docket, a formal comment 
process similar to that used in reviewing final integrated resource plans (IRP).” See Judge Grant’s 
memorandum dated July 25, 2006. 
8 See Guideline 7, Order No. 06-446 (at 9). 
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project’s first five years.9 The Commission acknowledged this action item in Order No. 
08-232 (Docket LC 42).  
 
The company includes the following acquisition schedule in RFP 2008R-1 (at 5): 
 

2008 Up to 200 MW  
2009 Up to 100 MW  
2010 Up to 300 MW  
2011 Up to 200 MW 
 

This schedule matches the acquisition schedule in the IRP preferred portfolio except for 
2008. In that year, the IRP preferred portfolio includes acquisition of 300 MW. The 
company simply states that it has updated its acquisition schedule. See PacifiCorp’s 
response to Staff Data Request No. 19, attached. As staff explains below under 
“Commission-Required Updates,” a utility must account for all material changes since 
IRP acknowledgment. PacifiCorp’s response is insufficient. The company should 
explain the disparity in the acquisition schedule. 
 
PacifiCorp plans to acquire only a portion of these renewable resources through this 
RFP. The company issued its “2008R RFP” on January 31, 2008, for renewable 
resources less than 100 MW or a term no longer than five years that can be on-line by 
2009. The company did not file for RFP approval. The company advises that it received 
bids for 18 projects totaling 1,466 MW. The company also has acquired several 
renewable resources outside of any RFP process.10  
 
On June 11, 2008, PacifiCorp filed an informational update to its 2007 IRP, based on 
the company’s 2008 business plan. The update states, “The wind resources reflected in 
the 2007 IRP preferred portfolio, procured in the 2008 through 2013 period, were 
updated to match 2008 business plan assumptions for start dates, sites, and capacities. 
These updated wind resources, totaling 1,270 nameplate megawatts, were fixed in the 
System Optimizer model.”11 The business plan portfolio shows planned acquisition of 
370 MW of renewable resources in 2008 — more than assumed in the 2007 IRP. The 
figure reflects 300 MW of Wyoming wind resources acquired outside of an RFP 
process. The remainder of the acquisition schedule through 2011 is in line with the 
levels of renewable resources in the IRP preferred portfolio acknowledged by the 
Commission, with the addition of a 35 MW upgrade at the Blundell geothermal site in 
2010. However, the year-by-year assumed locations have shifted slightly.12 
 
In its acknowledgment order for PacifiCorp’s 2007 IRP, the Commission stated that the 
company should not limit its modeling of renewable resources to wind facilities, which 
served as a proxy for all renewable resources. The 2008R-1 RFP will accept and 
evaluate a wide range of renewable resources.  

                                                 
9 Nominal dollars. See Appendix A at 22, PacifiCorp’s 2007 IRP. 
10 Staff is reviewing this issue in Docket UE 200, PacifiCorp’s 2009 Renewable Adjustment Clause. 
11 PacifiCorp 2007 IRP Update at 17, June 11, 2008. 
12 Id. at 19. Compare to IRP preferred portfolio, Table 7.32 in PacifiCorp’s 2007 IRP at 184. 
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RFP 2008R-1 is consistent with the company’s 2007 IRP as acknowledged by the 
Commission, except for the discrepancy in the stated acquisition schedule. 
 
Commission-Required Updates  
 
The Commission has clarified that in requesting approval for an RFP, “…a utility must 
account for all material changes since [IRP] acknowledgement and provide, at a 
minimum, updated load forecasts, revised assumptions and recent resource 
additions.”13 Most relevant to this RFP is a projection of the company’s renewable 
resource needs to meet renewable portfolio standard (RPS) requirements based on an 
updated load forecast, updated regulations and recent renewable resource additions.  
 
The Oregon Renewable Energy Act (Senate Bill 838, 2007 Session) went into effect 
June 6, 2007, just after the company filed its 2007 IRP for Commission approval.  
Under the Act, PacifiCorp must use qualifying renewable resources to serve 5 percent 
of the energy needs of its Oregon customers by 2011, 15 percent by 2011, 20 percent 
by 2020 and 25 percent by 2025.  
 
In reviewing the 2007 IRP, staff noted that such standards require utilities to deviate 
from a strict comparability standard in evaluating resource choices. They must include 
the specified levels of renewable resources in their action plans, subject to any cost cap 
or other flexibility mechanism. Staff found reasonable PacifiCorp’s responses to data 
requests on how the resource plan positions the company to meet the RPS 
requirements of West Coast states through 2014 and federal standards under 
consideration at that time.  
 
The Oregon Department of Energy recently issued rules under SB 838 allowing utilities 
to bank toward future compliance with Oregon’s standard qualifying RECs that are 
generated on or after January 1, 2007. 
 
Utah recently enacted a carbon reduction initiative law (SB 202) with a 20 percent 
renewable resources requirement in 2025. However, there are no interim requirements, 
resource eligibility is broad, and utilities are not required to meet the standard if the 
resources are not cost-effective. There is still no national standard. Among the states 
PacifiCorp serves, renewable portfolio standards of various stringencies are now in 
effect in Oregon, Washington, California and Utah. To meet the Oregon RPS, the 
company projects it will need the following levels of renewable resources system-wide, 
including resources already acquired: 
 

 System-wide Oregon’s allocated share 
2011 1,031 MW 263 MW 
2015 3,359 MW 796 MW 
2020 4,733 MW 1,070 MW 
2025 6,325 MW 1,388 MW 

                                                 
13 See Order No. 07-018 at 3 (footnote 4).  
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These figures are based on the company’s October 2007 load forecast and assuming 
wind resources will provide all of the remaining capacity to be acquired.14 See 
PacifiCorp’s response to Staff Data Request No. 34, attached. The system-wide figures 
also assume PacifiCorp states without an RPS will pay their allocated share of the 
resources.15  
 
Criteria 2: Satisfaction of the Commission’s Competitive Bidding Guidelines  
 
Staff has not completed its review of the Draft 2008R-1 RFP for compliance with the 
Commission’s competitive bidding guidelines. However, staff offers the following 
comments at this time. 
 
Guideline 4 – Utility Ownership Options 
 
Guideline 4 addresses consideration of ownership options. The Commission provides 
for ownership transfers within the RFP as well as “benchmark resources,” defined as “a 
site-specific, self-build option for which there is a commitment to proceed if it is the 
resource selected through the RFP.”16  
 
PacifiCorp is still assessing which self-build options it may use in the RFP. The Draft 
RFP provides the following limited information on possible benchmark resources: 
 

• up to three wind projects, 
• located on up to three wind sites, 
• with a size of up to three hundred (300) megawatts per project. 

 
Locations being considered include sites the Company is currently 
developing in Wyoming. In addition, project sites may be considered 
that the Company may acquire from developers prior to the time when 
the benchmark resource(s) are finalized…. 
 
The benchmarks will be based on the expected cost to develop, 
construct, own, and operate the benchmark(s) using prudent industry 
practices, established vendors, and experienced constructors. The 
suitability of each site to result in a valid benchmark project will be 
based on the Company’s then current assessment of the site’s ability 
to accommodate the timing requirements of RFP 2008R-1 with respect 
to permitting, interconnection timing and capability, availability of long 

                                                 
14Wind has a low capacity factor compared to geothermal and biomass resources. All other factors being 
equal, actual capacity additions to meet RPS standards will be lower.  
15 Multi-state agreements addressing assignment of resources are possible that would reduce system-
wide (but not state) requirements for renewable resources.  
16 See Order No. 06-446 at 5. 
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lead time equipment, constructability, and regulatory cost recovery risk, 
and the size.17 

 
Such a description does not meet the requirements of Guidelines 4 and 8 in Order No. 
06-446 that benchmark resources are “site-specific.” However, if the company includes 
benchmark resources in the RFP, it intends to notify the market about the specific 
site(s). See PacifiCorp’s response to Staff Data Request No. 26, attached.  
 
Further, staff believes the Commission intended that the description of benchmark 
resources provided to bidders through the RFP document filed for Commission approval 
specify size, not a size range. Staff is uncertain whether the Commission also intended 
that the RFP disclose other information such as PacifiCorp provided in its 2012 base 
load and 2008 all-source RFPs – equipment specifications, for example. Staff requests 
the Commission clarify in its order in this proceeding its intent regarding disclosure of 
information on benchmark resources in the RFP process.   
 
Guideline 5 – Independent Evaluator 
 
The Commission approved Boston Pacific Company as the Oregon IE.18 Guideline 5 
states in part, “The utility may request recovery of its payments to the IE in customer 
rates.”  
 
Conversely, Utah law requires bidders to pay a fee to cover the cost of an IE or 
consultant19 for the Utah Commission. The Draft RFP requires a nonrefundable bid fee 
of $10,000 per project. Two alternatives plus a base proposal may be submitted under 
the same bid fee. The alternatives may vary by bid size, contract term, in-service date 
or pricing structure for the same project. Bidders may submit up to three additional 
alternatives for an additional $1,000 fee per alternative.   
 
Guideline 7 in Order No. 06-446 provides for consideration of multi-state regulation, 
including requirements imposed by other states. The Commission allowed for bidder 
fees in Docket UM 1208. In Docket UM 1360, the company agreed to the following 
condition for approval of the 2008 all-source RFP:  
 

PacifiCorp must explore with staff and the Oregon IE use of 
a capped success fee that assists in the recovery of IE 
costs. PacifiCorp must determine whether such an approach 
is allowed under competitive solicitation requirements in 
other states. If allowed, the company must develop a 
success fee approach with the IE and solicit feedback on the 
approach from potential bidders prior to implementation. 
 

                                                 
17 See Appendix I, Draft RFP. 
18 See Order No. 08-248. 
19 Utah Senate Bill 202 modified the Commission’s role in reviewing renewable resource RFPs that meet 
certain requirements. A “consultant” is retained for such solicitations instead of an Independent Evaluator.  
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The Draft 2008R-1 RFP states (at 11) that the bidders fee may be used “[t]o help defray 
the cost of the Oregon Independent Evaluator and/or the Utah Consultant….” PacifiCorp 
states that, if a success fee is adopted to pay for the Oregon IE, bidders will increase 
their bid price and that raises inter-jurisdictional cost issues. The company raises a 
concern about “unfair cost shifts from Oregon customers to other states.” See 
PacifiCorp’s response to Staff Data Request No. 28, attached. Applying the same logic 
to the company’s thermal resource RFPs, the bidders fee required by Utah law to pay 
for the Utah IE raises the cost of bids and creates unfair cost shifts to Oregon 
ratepayers. Staff will provide its recommendations on a capped success fee in reply 
comments, following the IE’s recommendations in its forthcoming report on the Draft 
RFP. 
 
Guideline 6 – RFP Design 
 
IE consultation and assessment - Guideline 6 states in part, “The utility will consult with 
the IE in preparing the RFPs, and the IE will submit its assessment of the final draft RFP 
to the Commission when the utility files for RFP approval.” As staff stated at the 
beginning of these comments, the company did not comply with this guideline.  
 
Standard form contracts - Guideline 6 also states, “The final draft submitted to the 
Commission must also include standard form contracts. However, the utility must allow 
bidders to negotiate mutually agreeable final contract terms that are different from ones 
in the standard form contracts.” The power purchase and Build Own Transfer 
agreements included with the Draft RFP are tailored to wind projects, which PacifiCorp 
reasonably expects will dominate bid proposals. 
 
The Draft RFP states (at 6): “To the extent that Bidders bid in variations of a PPA or 
BOT, such proposal will be considered at the Company’s discretion and the Company 
reserves the right to reject non-compliant bids.” Further, the company’s proposed non-
price scoring assigns a 6 percent weighting for “Conformity to RFP requirements” and a 
6 percent weighting for “Conformity to pro forma PPA or BOT non-price factors.”  
 
Staff raised concerns in light of the wind-specific nature of the PPA and BOT forms. The 
company states that it will not score a bid proposal lower solely due to the specific 
nature of a non-wind resource. However, the non-price score will be lower if the bidder’s 
proposed changes to the pro forma PPA or BOT agreement would shift costs or risks to 
ratepayers. PacifiCorp states that the transaction structures set forth in the pro forma 
agreements make clear what the company deems compliant with the RFP 
requirements. Among the transaction structures that would not be compliant are site 
sales without a completed asset, proposals that require PacifiCorp to supply its own 
turbines and proposals that require a joint venture. See PacifiCorp’s responses to Staff 
Data Request Nos. 3 and 15, attached. 
 
Staff also has raised concerns that the PPA in the Draft RFP requires that the Seller be 
the Qualified Reporting Entity (QRE) for reporting generating data to the Western 
Renewable Energy Generation Information System (WREGIS) unless PacifiCorp elects 
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to perform this function.20 Renewable energy certificates must be WREGIS-certified to 
comply with the Oregon RPS. WREGIS requires that metering data be provided by a 
QRE. The WREGIS Interface Control Document for QREs21 states (at 4): “If the 
Generating Unit currently reports to a Balancing Authority, then this specific Balancing 
Authority should be the Qualified Reporting Entity for those generating units in 
WREGIS, as long as the data can be reported on a generating unit basis.” Staff has 
conferred with the WREGIS administrator regarding current and potential QREs. The 
WREGIS administrator advises that this provision in the draft PPA represents a 
significant barrier to market participation. Staff recommends the Commission not 
approve the RFP with this provision. 
 
Qualifying Facilities - Guideline 6 states, “The utility may set a minimum resource size, 
but Qualifying Facilities larger than 10 MW must be allowed to participate.” The Draft 
RFP does not meet this requirement.22 Staff recommends the Commission direct 
PacifiCorp to modify the RFP to allows QFs larger than 10 MW to participate. 
 
Size of initial and final short-lists – As in the last RFP (Docket UM 1360), staff 
recommends that PacifiCorp specify in the RFP the maximum quantities of bids that will 
be included on the initial and final short-lists. PacifiCorp agrees to do so. 
 
Guideline 8 – Benchmark Resource Score 
 
The company states that it may submit site-specific, self-build options to the 
Commission and the Oregon IE in advance of the opening of bidding. The company 
agrees to provide its detailed score for any benchmark resource, with supporting cost 
information, in advance of the opening of bidding, consistent with Guideline 8. 
 
Guideline 9 – Bid Scoring and Evaluation 
 
Guideline 9a - Price will be weighted 70 percent and non-price factors will be weighted 
30 percent in initial short-list evaluation. PacifiCorp will enter the prices submitted by 
bidders into a spreadsheet model (“RFP Base Model”) to determine the price ranking of 
the initial short-list. The comparison metric is projected net present value of revenue 
requirements (PVRR) per kilowatt per month. Proposals with a bid cost less than or 
equal to 80 percent of adjusted price projections will receive the maximum price score. 
Proposals equal to or greater than 140 percent of the adjusted price projection will 
receive a zero price score. Proposals between these values will receive a weighting that 
is linearly interpolated. If all proposals are above 140 percent of the adjusted price 
projection, PacifiCorp will rank the proposals using linear interpolation.  
 
Non-price factors, each weighted at 6 percent of the total initial short-list score, are as 
follows: 
 
                                                 
20 See Section 9.6 of the pro forma PPA. 
21 Available at: http://www.wregis.org/content/blogcategory/26/47/. 
22 Staff has submitted a data request on this subject and will comment further in reply comments. 



 10

 Conformity to RFP requirements 
 Conformity to pro forma PPA or BOT 
 Status of project development 
 Bidder’s experience 
 Performance guarantee 

 
Non-price factors will be scored at one of the following three levels: 100 percent of the 
percentage weight (all requirements met), 50 percent of the percentage weight (some 
requirements met) or zero of the percentage weight (no requirements met). PacifiCorp 
explains that the non-price factors are largely scored based on subjective evaluation of 
the bid proposals and therefore cannot be scored using an objective numerical 
calculation and interpolation as in pricing. See PacifiCorp’s response to Staff Data 
Request No. 10, attached. 
 
The initial short-list evaluation process described in the Draft RFP is consistent with 
Guideline 9a, except the company has not specified how it will provide resource 
diversity on the initial short-list — for example, with respect to resource type (fuel, base 
load vs. intermittent resources), resource duration, transaction type (PPA vs. BOT), and 
geographic diversity for intermittent resources.  
 
As in the last RFP, staff recommends that PacifiCorp submit its detailed initial short-list 
scoring and weighting criteria with the Commission, for review by staff and the Oregon 
IE, no later than one day before bidder responses are due. Specifically, the company 
must provide the methodology for translating each bid’s initial price score – percent of 
forward price curve – into a score that can be blended with the non-price score. Further, 
the detailed scoring must show how the company will award points for the non-price 
factors within each category. PacifiCorp agrees to do so. 
 
Guideline 9b - PacifiCorp proposes to use a new methodology, what it calls the “next 
highest alternative cost for compliance” (ACC), for evaluating bids and benchmark 
resources for the final short-list. According to the company, the ACC method is aligned 
with the IRP because it uses the IRP Planning and Risk (PaR) production cost model 
and the “then-current IRP preferred portfolio” — the company’s 2008 business plan 
portfolio based on a more recent model run with updated market prices. Further, the 
ACC method accounts for the costs and benefits of renewable resources included in the 
2007 IRP preferred portfolio. 
 
Staff and the IE have only recently been provided regular access to the model. Staff 
must therefore defer its recommendation on the appropriateness of the model until the 
time set for reply. At this time, however, staff points out flaws in the proposed process 
identified to date. 
 
Under the ACC method, the company will use the PaR model in “stochastic” mode 
under a range of loads, wholesale natural gas and electricity prices, hydro variations 
and thermal unit performance. The model dispatches PacifiCorp’s owned and 
contracted resources to market. The company will first run the PaR model using its 
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business plan portfolio. The company will then remove “uncommitted” renewable 
resources – those the company has not yet acquired or firmly committed to — and re-
run the model. The company states that the difference in costs will “reflect the market-
based energy costs incurred as a result of no longer adding renewable resources to the 
IRP preferred portfolio.”23  
 
The bids (including any benchmark resources) will be compared to the PaR model 
results. First, the company will assume the estimated energy production (MWh) for the 
bid is worth the savings (in dollars per MWh) that is estimated by the difference in the 
two PaR model runs. The company will add to that energy value any other estimated 
benefits such as tax credits. Any revenues from REC sales are not accounted for.24 
Next, the company compares that value to the cost over the life of the project, also in 
dollars per MWh. The company then adds the “alternative compliance cost” to the 
equation. The alternative compliance cost is set so that the estimated value of 
renewable energy equals the cost of the bid being analyzed.  
 
A negative ACC value indicates the bid compares favorably to the market-based 
alternative. The Draft RFP does not explain how, in the event PacifiCorp cannot fulfill 
the RFP target with bids that have a negative (favorable) ACC value, the company 
would determine whether to acquire a resource with a positive ACC value. In response 
to a staff request for more information, the company states that it would consider RPS 
requirements, potential REC sales or portfolio risk reduction. See PacifiCorp’s response 
to Staff Data Request No. 17c, attached. 
 
Regarding REC sales, staff notes that Section 4.5 of the PPA requires the Seller at its 
expense to maintain registration with the Center for Resource Solution’s Green-e 
program throughout the term. PacifiCorp explains that the company may sell some of 
the RECs from resources acquired through this RFP and that the Green-e certification 
provides access to a more liquid market for REC sales. See PacifiCorp’s response to 
Staff Data Request Nos. 12 and 23, attached.  
 
The proposed ACC methodology does not account for the risk of CO2 regulatory costs 
above the company’s base case of $8 per ton. Staff does not believe this complies with 
the Commission’s competitive bidding guidelines. 
 
Guideline 9b states in part, “The portfolio modeling and decision criteria used to select 
the final short-list of bids must be consistent with the modeling and decision criteria 
used to develop the utility’s acknowledged IRP Action Plan.” Order No. 06-446 explains 
(at 11): 
 

We … prefer to view the competitive bidding process as a 
search process aimed at helping find the best combination of 

                                                 
23 See Draft RFP at 26. 
24 RECs are required for near-term RPS compliance in Oregon, Washington and California. However, the 
company does not need to surrender RECs for Utah SB 202 requirements until 2025, and Idaho and 
Wyoming do not have such requirements. 
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resources for ratepayers. As stated in subsection (b) of this 
guideline, we expect the utility to apply the same analytical 
approach and judgment in selecting the final short-list as it 
did in developing its acknowledged IRP Action Plan. For 
example, it should apply the same tradeoff between cost and 
risk in the bid process as it did in the IRP, and not simply 
focus on expected cost at the acquisition stage. 

 
In accordance with the Commission’s resource planning guidelines. PacifiCorp’s 2007 
IRP evaluated portfolios at specified CO2 cost adders in addition to the company’s 
assumed (base case) cost. Environmental cost risk is a key part of IRP decision criteria 
that should not be abandoned when a utility actually acquires resources. In the case of 
renewable resources being valued against the company’s “market-based” energy 
alternative, higher CO2 regulatory costs equate to higher electricity prices, potentially 
turning a positive ACC value (unfavorable compared to the market-based energy value 
of the bid) into a negative (favorable) ACC value. 
 
Staff recommends PacifiCorp be required to modify the Draft RFP to specify the 
evaluation process the company will use to determine whether in the case of a positive 
ACC result the resource should be acquired. Staff believes that potential CO2 regulatory 
costs should be added to the list PacifiCorp laid out for factors it would consider. Also in 
line with the company’s IRP decision criteria, higher (and lower) electricity and natural 
gas prices also should be considered. Regarding consideration of compliance with RPS 
requirements, the Draft RFP should lay out how the company will consider ORS 
469A.052 (large utility standard), 469A.100 (cost off-ramp) and ORS 469A.180 
(alternative compliance payment), as well as alternative compliance mechanisms and 
penalties for non-compliance in other states PacifiCorp serves.  
 
Under the Revised Protocol adopted by the Oregon Commission, ratepayers bear the 
cost of compliance with their own state’s RPS requirements.25 Each state has unique 
alternative compliance mechanisms and penalties. Therefore, the avoided cost of 
compliance in Oregon will be different than the avoided cost of compliance in California, 
for example. In meeting the Oregon RPS, PacifiCorp would likely avail itself of the 
alternative compliance payment under ORS 469A.180 because such payment may be 
recoverable in rates, rather than risk an unspecified penalty that would be borne by 
shareholders. The RFP evaluation should account for this.  
 
Staff also recommends the IE review how geographic diversity of wind bids will be 
valued in the final short-list evaluation. One of the advantages of an RFP process rather 
than piecemeal acquisition of renewable resources is the ability to compare wind energy 
production profiles to determine how such diversity would be beneficial for the 
company’s portfolio.26  
 
Regarding the base portfolio the company plans to use in final short-list modeling — the 
                                                 
25 See Revised Protocol at 6, Order No. 05-021 (Docket UM 1050). 
26 Geographic diversity also should be considered in establishing the initial short-list. 
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2008 business plan, the Commission’s competitive bidding guidelines do not envision a 
new portfolio run replacing the acknowledged IRP portfolio. The Commission has 
clarified that in considering RFP approval, its “review begins with the utility’s last 
acknowledged IRP to ensure that our review is based on a fully vetted and 
acknowledged resource plan.”27 In this case, the Commission did not acknowledge the 
levels or types of thermal resources included in the company’s 2007 IRP preferred 
portfolio. Further, PacifiCorp dropped its plans for coal benchmark resources.28  
 
In approving the 2008 all source RFP, the Commission included the following condition 
among others:  
 

PacifiCorp must include the following statement in the final 
RFP that the Company releases to the market:  

 
“In the event the Company receives necessary approvals 
from regulators and acquires the resource, the total resource 
need will be adjusted to account for the generating facility 
that is the subject of Oregon Docket UM 1374.”  
 
Further, PacifiCorp must include in final short-list modeling  
the resources under consideration in Docket Nos. UM 1374 
and UM 1208 unless the subject resources are no longer 
viable at that time. The Commission does not acknowledge a 
resource need through the 2008 RFP of 2,000 MW if 
PacifiCorp acquires the existing generating plant as planned 
or resources through the 2012 RFP.29 

 
If the Commission approves the 2008R-1 RFP, the Commission will not be conferring 
any acknowledgment of the company’s 2008 business plan portfolio that the company 
intends to use in final short-list modeling. However, for the reasons stated in Docket UM 
1360, the Commission should direct PacifiCorp to include in final short-list modeling the 
resources under consideration in Docket Nos. UM 1374 and UM 1208 unless the 
subject resources are no longer viable at that time. 
 
Guideline 9c - The company states that it may consider direct and indirect debt 
associated with bids on the final short-list, consistent with Guideline 9c. However, 
included among the “Reasons for rejection of a Bidder or its bid” is the following: “The 
transaction results in a third party owned asset being consolidated on PacifiCorp’s 
balance sheet.”30 Eliminating a bid due to potential consolidation on PacifiCorp’s 
balance sheet is not consistent with Order No. 06-446. The company would be rejecting 
                                                 
27 See Order No. 07-018 at 3. 
28 In its Draft 2008 all source RFP, PacifiCorp stated it would accept coal plant bids that meet California 
and Washington laws limiting coal plant acquisitions. It is unclear how the company plans to 
accommodate differing requirements related to coal plant eligibility in the Oregon and Utah Commission 
orders on the RFP. 
29 See Order No. 08-310 at 3. 
30 See Draft RFP at 11-12. Also refer to the “Accounting” section of the Draft RFP at 13. 
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any such bid upfront, rather than quantifying the potential impact of consolidation at the 
final short-list stage. Staff recommends against approving the RFP with this provision. 
 
Guideline 10 – Utility and IE Roles 
 
Toward ensuring the process is conducted fairly and properly, the Oregon IE provided 
mock bids to PacifiCorp to run through the ACC method to help understand and validate 
the model. The IE will discuss the results in its assessment of Draft RFP design. 
Repeating the results at the time benchmark resources and market bids are modeled 
will confirm that the model has not been modified.31  
 
The IE will evaluate the unique risks and advantages of any benchmark resources in 
compliance with Guideline 10d. The IE states that PPAs assign most risk to the bidder, 
BOT agreements lay off construction risk to the bidder and operating risks to 
ratepayers, and utility benchmark resources pose most risk to ratepayers.32 
 
The IE’s assessment of Draft RFP design should include a proposed methodology for 
evaluating risks for various transaction types. For example, in Docket UM 1360, the 
Commission adopted the recommendation by the IE and staff to risk-adjust in the final 
short-list evaluation 100 percent of the capital costs of the utility benchmark resources 
and the portion of capital costs that bidders index, up to the 40 percent allowed in the 
solicitation.  
 
For this RFP, staff has additional concerns related to treatment of federal production tax 
credit risk for benchmark resources vs. bids. The Draft RFP states that bidders bear all 
risk related to receipt of the tax credit, which represents a significant portion of the 
project value. The tax credit is set to expire at the end of 2008 and has not yet been 
renewed in Congress. In addition, the tax credit may be renewed only for a year or two, 
not through 2011, the last eligible on-line date under the RFP. 
 
Criteria 3: Overall Fairness of the Utility’s Proposed Bidding Process 
 
Unlike the previous two RFPs filed for Commission approval, RFP 2008R-1 does not 
allow bidders to index a portion of capital costs. The company states that it cannot 
identify one or more indexes that would adequately track the market for equipment, 
labor and services. PacifiCorp explains, “The market for renewable resource equipment, 
labor and services is not currently within balance on a supply and demand basis.” See 
PacifiCorp’s response to Staff Data Request No. 13, attached.  
 
Staff finds the company’s rationale for allowing bidders to index capital costs for its 
thermal resource solicitations (2012 base load and 2008 all source RFPs) equally 

                                                 
31 If needed modifications to the model are made in consultation with the IE prior to receipt of bids, the 
mock bids can be re-run at that time. 
32 See Boston Pacific Company’s UM 1368 workshop presentation at 8, June 9, 2008, available at: 
http://www.pacificorp.com/File/File82270.pdf. Ratepayers bear risk to the extent the Commission allows 
pass-through of costs.  
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applicable to renewable resources given escalating equipment, labor and services costs 
for construction of both types of resources. Staff also is unclear why the indexes 
specified for the thermal resource RFPs — CPI and PPI-metals — would not be 
appropriate for this RFP. Staff further notes that for the 2008 all source RFP, bidders 
will be allowed to propose other reasonable indexes if they are transparent, easy to 
forecast and independent.  
 
In PacifiCorp’s response to Staff Data Request No. 25, attached, the company provides 
an additional rationale — project lead time – for the disparate treatment of bid indexing. 
Following is a comparison of lead times by RFP: 
 

 2012 RFP – Issued in 2007 for thermal resources with on-line dates from 2012 to 
2014 (five to seven years in advance) 

 2008 RFP – To be issued shortly for thermal resources with on-line dates from 
2012 to 2016 (four to eight years in advance) 

 2008R-1 RFP – To be issued later this year for renewable resources on line by 
2011 (up to three years in advance) 

 
However, staff is interested in hearing from potential bidders and the Oregon IE on 
whether indexing is needed for a successful RFP process for renewable resources 
given the current market environment. 
 
In addition, the IE has asked for bidder feedback on the requirement in the pro forma 
PPA that PacifiCorp has the right to purchase the facility at the end of the term, as well 
as the right to purchase the facility upon termination. The IE also has asked for 
feedback from potential bidders on the requirement in the PPA that bidders must 
demonstrate a contractual right or option to purchase major equipment (e.g., wind 
turbines) for the projects they submit.  
 
As a clarification on another matter, PacifiCorp states that it does not intend to blind 
bids. Based on experience in the 2012 RFP (Docket UM 1208), the Oregon IE and staff 
recommended that the company not blind bids for the 2008 “all source” RFP (Docket 
UM 1360). 
 
Staff recommends below several areas that the Oregon IE should address in its 
forthcoming assessment of Draft RFP design. Staff will provide further comments on 
criteria 3 after reviewing this report. 
 
 

Summary of Staff’s Initial Recommendations 
 
1. PacifiCorp’s proposal to establish an RFP process for renewable resources that 

enables the company to call for new bidders or updated bids on an as needed basis 
to provide flexibility in the procurement process should be approved, subject to the 
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conditions below33 and with a requirement that PacifiCorp file for approval on an 
expedited basis all requests for new bidders or substantive RFP amendments. 
 

2. PacifiCorp must submit its detailed initial short-list scoring and weighting criteria with 
the Commission, for review by staff and the Oregon IE, no later than one day before 
bidder responses are due. Specifically, the Company must provide the methodology 
for translating each bid’s initial price score – percent of forward price curve – into a 
score that can be blended with the non-price score. Further, the detailed scoring 
must show how the Company will award points for the non-price factors within each 
category. 
 

3. Prior to the receipt of market bids, the Company must submit the detailed score for 
benchmark resources, with supporting cost information, pursuant to Guideline 8. 
 

4. PacifiCorp must specify in the RFP the maximum quantities of bids that will be 
included on the initial and final short-lists. 
 

5. No later than two weeks prior to the receipt of market bids, the Company must notify 
the market regarding the specific site and size of any benchmark resources. The 
Commission should clarify in its order in this proceeding whether a utility should 
disclose to the market additional information on benchmark resources. 
 

6. PacifiCorp must include in final short-list modeling the resources under consideration 
in Docket Nos. UM 1374 and UM 1208 unless the subject resources are no longer 
viable at that time.  
 

7. PacifiCorp must modify the RFP to allow Qualifying Facilities larger than 10 MW to 
participate. 
 

8. PacifiCorp must modify the RFP to remove from “Reasons for rejection of a Bidder 
or its bid” the following: “The transaction results in a third party owned asset being 
consolidated on PacifiCorp’s balance sheet.” The company may consider direct and 
indirect debt associated with bids on the final short-list, consistent with Guideline 9c. 
 

9. PacifiCorp must modify Section 9.6 of the pro forma power purchase agreement to 
remove the requirement that the “Seller shall be the WREGIS Qualified Reporting 
Entity.” 
 

10. PacifiCorp must explore with staff and the Oregon IE use of a capped success fee 
that assists in the recovery of IE costs. PacifiCorp must determine whether such an 
approach is allowed under competitive solicitation requirements in other states. If 
allowed, the company must develop a success fee approach with the IE and solicit 

                                                 
33 This is staff’s preliminary list of recommended conditions, prior to receipt of the IE’s assessment of 
Draft RFP design, review of parties’ comments, and thorough review of the proposed method for final 
short-list evaluation. 
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feedback on the approach from potential bidders prior to implementation. 
 

11. RFP approval does not imply endorsement of any of the Company’s benchmark 
resources. 
 

12. The Commission is neither approving the pro forma agreements included in the RFP 
in their entirety, nor endorsing any specific term therein.  
 

13. Among the issues staff recommends the Oregon IE explore regarding Draft RFP 
design are the following: 
a. The company’s proposed modeling, including but not limited to the ACC method 

and ensuring a fair comparison of resources and transaction types;  
b. Evaluation of bids with a positive (unfavorable) ACC value, including evaluation 

of alternative compliance costs for meeting renewable portfolio standards, 
potential REC revenues and portfolio risk mitigation;  

c. The pro forma contracts to ensure no build vs. buy bias or bias toward or against 
a particular type of transaction, resource or technology; 

d. Resource diversity on the initial and final short-lists with respect to resource type, 
resource duration, geographic diversity and transaction type; 

e. Specification of benchmark resources in the RFP process;  
f. Credit and security requirements; 
g. Eligibility and treatment of PPAs not backed by an asset; 
h. Whether bidders should be allowed to index a portion of capital costs as in the 

2008 all source and 2012 base load RFPs;  
i. How to address Guideline 10d; 
j. Treatment of federal production tax credit risk; 
k. Treatment of change of law risk; 
l. Provisions in the pro forma PPA related to PacifiCorp’s rights to purchase the 

facility at the end of the term or upon termination; 
m. Requirement that the bidder must demonstrate a contractual right or option to 

purchase major equipment (e.g., wind turbines) for the project that is bid; 
n. Use of a bidders fee and potential success fee for recovery of Oregon IE and 

Utah Independent Consultant costs; 
o. PacifiCorp’s 2008 business plan portfolio to be used in modeling (i.e., departures 

from the company’s 2007 IRP Action Plan as acknowledged by the Commission); 
and 

p. Overall fairness of the proposed process. 
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