
ORDER NO. 08-310

ENTERED 06/05/08

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 1360

In the Matter of

PACIFICORP, dba Pacific Power

Request for Approval of Draft 2008 Request
for Proposals.

)
)
) ORDER
)
)
)

DISPOSITION: APPLICATION APPROVED WITH CONDITIONS

On December 24, 2007, PacifiCorp, dba Pacific Power (PacifiCorp or the
Company) filed an application with the Public Utility Commission of Oregon (Commission)
to open a docket to address a Request for Proposals (RFP) for energy resources that the
Company planned to file. PacifiCorp also requested that the Commission select, on an
expedited basis, an Oregon Independent Evaluator (IE) to review the 2008 RFP. Commission
Staff (Staff) recommended that Accion Group and Boston Pacific Company, Inc. (Boston
Pacific Company) jointly serve as the IE.1 In Order No. 08-019, entered on January 16, 2008,
the Commission opened Docket No. UM 1360 to address PacifiCorp’s soon-to-be-filed 2008
RFP. The Commission also directed PacifiCorp to negotiate a contract with Boston Pacific
Company, Inc. and Accion Group for IE services regarding the 2008 RFP.

On February 15, 2008, PacifiCorp filed, with the Commission, an initial Draft
2008 RFP to solicit up to 2,000 megawatts of unit contingent or firm resource capacity and
associated energy for delivery to the east or west sides of PacifiCorp’s system. Base load,
intermediate load and summer peaking resources available for dispatch or scheduling by June 1
of 2012 to 2016 are eligible. Intermittent renewable resources2 and unspecified purchases are
not eligible. The RFP includes a description of the Company’s proposed bidding process.
Bidders can submit proposals for a variety of transactions. Market bids will compete against
each other and against PacifiCorp’s self-build options.

On March 5, 2008, a prehearing conference was held. At the time, the notice
of intervention by the Citizens’ Utility Board of Oregon (CUB) was recognized, and the
petition to intervene of the Industrial Customers of Northwest Utilities (ICNU) was granted.
Later, LS Power Associates, L.P. (LS Power) filed a petition to intervene that was granted on

1 Accion Group and Boston Pacific Company, Inc. jointly served as the IE for PacifiCorp’s 2012 RFP for base
load resources in Docket UM 1208. Although the Commission declined to approve that RFP, in Order
No. 07-018, the Commission did not alter advice, made in Order No. 06-676, that an Oregon IE be retained to
review all RFPs, even those not approved by the Commission.
2 The Company will accept bids for biomass and geothermal plants.



ORDER NO. 08-310

2

May 6, 2008. Constellation Energy Commodities Group, Inc. (Constellation) later filed a
petition to intervene that was granted on May 15, 2008.

Pursuant to the procedural schedule adopted at the prehearing conference, on
March 21, 2008, Staff and ICNU filed comments on the Draft 2008 RFP. On March 28,
2008, PacifiCorp filed the first version of the Final Draft 2008 RFP. On April 14, 2008, Staff
filed the assessment reports of the Final Draft 2008 RFP by the Oregon IE. On April 25,
2008, Staff, ICNU and LS Power filed comments on the revised Draft 2008 RFP. PacifiCorp
also filed comments, together with a revised Final Draft 2008 RFP. On May 7, 2008, Staff
filed a supplemental assessment report of the Final Draft 2008 RFP by the Accion Group. On
May 8, 2008, Staff filed a memorandum from the Boston Pacific Company regarding
additional comments about the indexing of bids in the Final Draft 2008 RFP. On May 9,
2008, PacifiCorp filed supplemental comments, together with the last revised Final Draft
2008 RFP. On May 16, 2008, Constellation filed comments on the Final Draft 2008 RFP.

On May 20, 2008, the Commission considered the Final Draft 2008 RFP at a
Public Meeting. At this Public Meeting, public comment was taken and Staff presented its
final recommendations. A Staff Report, dated May 12, 2008, is attached as Appendix A, and
incorporated by reference. The Staff Report contains a more detailed description of the Final
Draft 2008 RFP. Base load, intermediate load and summer peaking resources available for
dispatch or scheduling by June 1 of 2012 to 2016 are eligible. Intermittent renewable
resources3 and unspecified purchases are not eligible.

As the procedural history indicates, the Final Draft 2008 RFP was subject to
significant discussion and evaluation, which influenced multiple revisions to the RFP, as well
as the conditions to approval recommended by Staff. The Commission considers whether an
RFP should be approved based on three criteria: 1) the alignment of the utility’s RFP with its
acknowledged Integrated Resource Plan (IRP)4; 2) whether the RFP satisfies the
Commission’s competitive bidding guidelines, as adopted in Order No. 06-446; and 3) the
overall fairness of the utility’s proposed bidding process.5 Based on a review of the
application, the Commission’s records and public comment, the Commission finds that the
RFP and bidding process satisfy these criteria. At its Public Meeting on May 20, 2008, the
Commission adopted Staff’s Recommendation and approved PacifiCorp’s proposed RFP
with the specified conditions.

3 The Company will accept bids for biomass and geothermal plants.
4 The Commission entered Order No. 08-232 regarding PacifiCorp’s 2007 Integrated Resource Plan (IRP) on
April 24, 2008.
5 See Guideline 7, Order No. 06-446 (at 9).
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ORDER

IT IS ORDERED that the Final Draft 2008 Request for Proposals filed by
PacifiCorp, dba Pacific Power, filed on April 25, 2008, is approved, with the conditions listed
below:

1. 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.

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 of Order No. 06-446.

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

5. PacifiCorp must clarify in the final RFP what coal bids are acceptable and
any requirements for indemnification related to the risk of greenhouse gas
emissions and associated security.
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6. PacifiCorp must adjust the submitted capital costs of benchmark resources
for risk in the following manner:

a. Establish with the Oregon IE the indexes and percentage split between
the indexes.

b. Add to the expected mean escalation of the indexes the 95th percentile
escalation adjusted for the probability of its occurrence.

c. Include the risk adjustment for the benchmark resources in the final
short-list evaluation, applying the agreed-upon escalator to 100 percent
of the submitted capital costs.

7. PacifiCorp must address bid indexing in the following manner:

a. All reasonable indexes specified by the bidder will be considered.
Indexes must be transparent, easy to forecast and independent.

b. Prior to the submission of bids, PacifiCorp must disclose to bidders
which index forecasts it is using for evaluation, including the volatility
forecasts for deriving the risk-adjusted value.

c. PacifiCorp must adjust the submitted capital costs of indexed bids for
risk in the same manner specified in condition 6 for benchmark
resources, but the adjustment will be applied only to the portion of
capital costs that are indexed and to the reasonable indexes specified
by the bidder.

d. The RFP must clarify that the bidder’s costs above the specified
indexing will not be reimbursed.

e. PacifiCorp must consider and include in the evaluation process any
reasonable risk mitigation measures that a bidder may offer.

8. PacifiCorp must modify the RFP to clarify that eligible renewable resource
bids with heat rates less than 6,900 MMBtu will be accepted, classified
and evaluated based on the resource’s unique operating characteristics.

9. Regarding credit requirements, PacifiCorp must:

a. Include a table in the RFP with heat rates and capacity factors for
intermediate and summer peaking resources.

b. Use the capacity factors in this table for calculating the required
security for intermediate and summer peaking resources and include an
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example of how the security amount for these resources will be
determined.

c. Specify in the RFP how credit requirements may be adjusted for non-
asset backed bids less than five years as well as other bids with a term
less than 10 years.

d. Provide items (a) through (c) above for IE and stakeholder review prior
to issuing the RFP.

10. PacifiCorp must state in the RFP whether it will accept any change of law
risk and, if so, specify that provision in the power purchase agreement
template or state whether there will be an opportunity to negotiate
allocation of that risk after identification of the final short-list.

11. 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.

12. The Company’s planning margin analysis must be conducted in a manner
consistent with Guideline 11 in Order No. 07-002.

13. PacifiCorp must replace a portion of the planned wind resources that are
inputs to the RFP Capacity Expansion Model with geothermal, hydro and
biomass if the Company receives such bids in its renewable resource RFPs
in time to do so and the bids score well in the initial evaluation for those
RFPs.

14. The Commission does not acknowledge reductions from the Company’s
2007 Integrated Resource Plan preferred portfolio related to the specified
levels of combined heat and power resources. PacifiCorp’s resource need
for this RFP is reduced by the amount of these resources in its
acknowledged 2007 IRP.

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

16. The Commission is neither approving the pro forma agreements included
in the Final Draft 2008 RFP in their entirety, nor endorsing any specific
term therein.


































