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‘Accion Group

FINAL REPORT OF ACCION GROUP, INC.
INDEPENDENT EVALUATOR REGARDING
PORTLAND GENERAL ELECTRIC COMPANY’S
REQUEST FOR PROPOSALS FOR RENEWABLE ENERGY RESOURCES

EXECUTIVE SUMMARY

Accion Group, Inc. (Accion or IE) served as the Independent Evaluator for the Portland General Electric
(Company or PGE) 2008 Renewables Request for Proposals (RFP). Accion worked closely with PGE and the Staff
of the Oregon Public Utility Commission (Commission Staff) throughout the RFP. In addition, Accion created
and operated the website used for all communications about the RFP from the first release of draft RFP
documents, through the selection of the Final Short-list. With the website we had access to all RFP-related
materials, reviewed all exchanges of information with bidders after bids were received, and captured all
evaluation materials for possible review by the Oregon Public Utility Commission (Commission).

This, our final report, reviews the action taken by PGE in the selections of the Final Short-list. Our earlier report’
reviewed the RFP process through the selection of the Initial Short-list.?

The Commission Order 06-446 provides guidelines for competitive bidding. The 2008 PGE Renewable RFP was
designed to satisfy those guidelines in order to ensure a fair bidding process. The IE was engaged to evaluate
the RFP process, the evaluation process, and adherence to the guidelines. During the RFP process several key
issues and action items were identified by the IE, principally due to the uniqueness of preparing a RFP and
evaluation methodology to accommodate a wide range of renewable resource bids. PGE’s decision to forego
bid fees was appropriate, though it was clear from the start that the decision would result in the receipt of bids
that would cover a wide range of technology maturities making the evaluation methodology uniquely
challenging. Also, from the outset we accepted that the evaluation modeling would likely need refinement
after bids were received and specific supply characteristics were identified. The IE tested the evaluation model
before bids were received by evaluating a set of “mock bids.” The mock bids establish a baseline for the
evaluation model and permitted us to confidently stress-test the model when adjustments were necessitated by
unique bids.

Our access to PGE personnel was unfettered and we found PGE exceptionally responsive to suggestions and
recommendations. PGE was consistently cooperative and responsive to our inquiries. We received full access
to the Commission Staff, who we found to be fully engaged and knowledgeable in all aspects of the
procurement process. The willingness of the Commission Staff and PGE personnel to discuss issues assisted
greatly in crafting the RFP to maximize the opportunity for participation by prospective bidders. We found that
PGE personnel made a sincere effort to address each potential shortcoming we identified while maintaining

1 IE Supplemental Report on Draft RFP, April 15, 2008 (IE Supplemental Report). The report is available on the
Portland General RFP Website (www.portlandgeneralrfp.com) in the IE Documents Sub-folder on the Documents
Page.

2 The IE Final Report was originally scheduled for release on December 4, 2008. The report was delayed to permit a
full review to remove from the public version of the report all confidential information provided by bidders. This is
necessary to respect the express commitments to bidders, and to avoid providing competitive information, such as
price proposals, among competitive providers.

1
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compliance with the competitive bidding guidelines. As issues arose, we believe PGE succeeded in identifying
the best available alternatives for meeting the Oregon Renewable Portfolio Standards (RPS), in terms of cost and
risk.

In summary, we observed that:

e Bidders were advised of the RFP and invited to bid.

e The process was open and fair, permitting all bidders access to the same information at the same
time.

e Prospective bidders were provided with draft RFP documents and the opportunity to request or
recommend changes to those documents.

e The final RFP documents provided clear and complete product definitions that were not questioned
by any prospective bidder. The RFP permitted submission of unique proposals.

e During the refinement of the RFP documents, PGE personnel and the Commission Staff
demonstrated flexibility in order to provide a fair and comprehensive bidding opportunity to a wide
range of alternative generation types.

e The RFP documents were thorough, accurate, and complete, providing bidders with all necessary
information.

e The RFP documents provided adequate disclosure of the evaluation process that would be
employed, and no prospective bidder questioned the evaluation process prior to the submission of
bids.

e The RFP process treated all bidders in the same way.

e The RFP evaluation process and modeling treated all bidders fairly.

e Between the Initial Short-list and Final Short-listing of bids, PGE personnel sought additional
information from bidders through the website. This ensured that a complete understanding of each
bid was available before the Final Short-list was established.

e We reviewed the security used by PGE at their offices and provided a secure website for the
exchange of information with bidders. We believe PGE took all necessary and appropriate steps to
secure bid information and to prevent unauthorized disclosure of RFP-related information.

e Even with the potential diversity of technologies, we found the RFP documents to be free of bias
towards any form of renewable generation.

e Some bidders contacted the IE because they disagreed with PGE’s decision to release their bids.
However, no bidders claimed that the RFP documents or process was flawed.

e Credit requirements were clearly defined.

o All bids were evaluated using the same standards, evaluation models, and methodology.  The
evaluation model was perfected to accommodate the types of generation bid into the RFP. All
modeling adjustments were reviewed by the IE before being made and we found each adjustment
to be appropriate.

e PGE personnel took appropriate measures to prevent un-monitored contact between any bidder
and the PGE evaluation team, up until the point when the Final Short-list was finalized.

e We believe PGE conducted a fair RFP and that PGE acted appropriately when releasing certain bids.

e Transmission availability was a significant issue for a number of bids. @ We reviewed PGE’s
transmission assessment and found it to be appropriate.

2
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e We fully concur with the selected Final Short-list.

In the Conclusions and Recommendations section we present our views on ways to improve the RFP evaluation
process. In this summary we offer one recommendation we believe is the most significant. The Final Short-list
contains an ownership and PPA option for one wind project. Using the RFP evaluation model the ownership bid
is ranked higher than the PPA bid in PGE’s analysis. While the IE agrees with the analysis, he also recognizes that
additional factors should be considered before making the final selection between the two options. First, the
evaluation model reviews the life cycle cost of the project but does not assess all externalities unique to the site
or the project which could raise the value of the ownership bid to customers. Second, the ownership option
comes with significant capacity factor risk for the ratepayer which would be borne by the counterparty in a PPA
structure. During the development of the project, two studies were completed within three months of each
other. These studies resulted in capacity factor estimates that varied by more than 5%, which affected the
projected levelized cost of the project by approximately $20/MWh. An ownership option would bear the full
impact of this production shortfall, whereas a PPA option would effectively shield customers from most of the
cost because the energy price would be fixed. The first study had a lower capacity factor and was for a partial
year. We recognize that the additional data used in the second study makes it more reliable than the first study,
but without more information we recommend additional review of wind history. Chart 1° graphically presents a
study documenting actual energy versus predicted energy production from wind farms placed in service in the
United States in the recent past. This variation reflects the risk that lower energy production from the facility

could dramatically lower the value the ownership option would provide.
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PGE may identify benefits from the project that are beyond those identified in the RFP evaluation model, and it
should be incumbent upon the Company to identify and quantify those benefits. At a minimum, we would

3 Source: http://wwwl.eere.energy.gov/windandhydro/pdfs/20-2030_poore.pdf
3
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expect PGE to require an updated analysis of the project with a new wind study and a salvage value that reflects
the potential for re-powering the site at the end of its economic life. Also, if PGE pursues the ownership option,
we encourage PGE to explore structuring the acquisition to appropriately mitigate the risk that the project may
not perform as projected. For example, PGE could structure the agreement with an initial purchase price that is
lower than the bid value, and provide for a performance payment based on actual production during some
number of initial years in operation. An arrangement of that sort would, in our opinion, more appropriately
share the risk between the developer and PGE’s customers. We would expect PGE to fully document the
benefits and value of the ownership option, beyond what is reflected in the RFP evaluation model, and establish
that the value offered by the ownership option outweighs the risk of energy production implicit in the
ownership option. In summary, the IE believes PGE must make a stronger case for the ownership option either
through a contractual arrangement that reduces the assumed risk or by quantifying additional benefits the
ownership option would bring beyond what was considered in the RFP.

In IE Confidential Attachment 1 we provide a summary of bids received before the final short-list review was
undertaken.

In this report we discuss our findings in greater detail.
I. RFP PROCESS

PGE submitted a draft RFP for all resources consistent with the most recently filed IRP. When the Commission
declined to acknowledge the IRP in March 2008, PGE adjusted the RFP to only consider renewable resources.
PGE issued the Renewable RFP on April 17, 2008. Prior to receipt of the bids, the IE completed a review of the
evaluation methodology to be employed as well as performed a mock bid process to identify any limitations of
the process and quantify the impact of key components on the rankings. Thirty-eight bids for 2,970 MW were
received on the website and in hardcopy by the IE on June 4, 2008. Each bid was opened and summarized by
the IE before being released to PGE.

The initial evaluation was concluded on September 10, 2008. The IE performed full scoring on 4 bids of various
technologies and compared its scoring to PGE’s scoring and reviewed in detail all of PGE’s scoring at that time.
After resolving differences, approximately 360.2 MW of nameplate capacity (Six bids) were released from the
RFP, and 2127.8 MW, based on nameplate rating, (twenty bids) were invited to continue as part of the Initial
Short-list. A summary table of the shortlist and explanations of bids released is included in IE Confidential
Attachment 1, entitled “Initial Short-list and Released Bids.” Further detailed analysis and scoring updates in the
areas of credit, transmission, integration costs, and energy valuation were concluded on November 18, 2008,
with the identification of the Final Short-list. The Final Short-list consisted of nine bids (787 MW of nameplate
rating, with the ability to provide 255 MWa of energy). The release of six bids due to credit, transmission, and
economic factors was concluded when the Final Short-list was established. A summary table of the Final Short-
list and released bids is included in IE Confidential Attachment 2. A summary of all bids is provided in IE
Confidential Attachment 3.

This RFP was particularly challenging because PGE’s most recent IRP was not acknowledged by the Commission
and because of the complexity of fairly evaluating renewable bids across a spectrum of various technologies.
Upon selection of an evaluation process, a mock bidding process was used by the IE to stress test the evaluation

4
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methodology. This helped identify key issues and communicate the impact of those issues to PGE and the
Commission Staff.

The key issues that were resolved during the RFP process and which will be discussed in greater detail in the
body of the report include:

e Assigning Appropriate Capacity Value to Bids of Different Technologies
e Addressing the Differences in Ownership vs. PPA Risk Profiles

e Evaluating Intermittency and Allocating Integration Costs

e Portland General’s Requirement for Specific Project Bidding

e Required Pricing Updates Between Bidding and Negotiation

e Credit and Transmission Evaluation Impacts

e Non-Price Preferences and Impacts on Ranking

We are satisfied that PGE adhered to the established RFP protocols and consistently demonstrated a good faith
effort to a fair and objective process. PGE was open to our suggestions for adjusting the evaluation criteria and
methodology and reviewed each aspect of the evaluation process with the IE before final decisions were made.

In the following section we discuss specific aspects of the evaluation process.

Il. RFP EVALUATION - CRITERIA, METHODS, AND MODELS

Detailed review of PGE’s evaluation methodology was performed by the IE prior to release of the Renewable
RFP on April 17, 2008. In order to validate that all evaluation models would utilize the same calculations and
assumptions, the IE and PGE worked together prior to the receipt of bids to finalize the financial models and
inputs that would be used to evaluate the bids. The IE validated that the models were not changed during the
evaluation to unfairly enhance the scoring for any bidder or technology. An expanded review of the evaluation
methodology is detailed below to incorporate additional observations noted throughout the evaluation process.
The body of this section will cover the specific components of the IE review and why we believe the process as
designed and implemented meets the requirements of the Commission’s order 06-446.

Performing an evaluation of renewable resource bids presents specific challenges that are typically not found in
the evaluations of traditional resources. These include considerations of intermittency, energy profiles, project
size, annual and daily energy variations, developer experience, fuel risk, and environmental benefits and
disadvantages. These unique characteristics required significant scrutiny by the IE and PGE to ensure that
methods and tools were in place to select resources that provided the most value to customers in terms of
price, risk and reliability and also met the requirements of the Oregon Renewable Portfolio Standards, and the
requirements of the Commission’s Competitive Bidding Guidelines.

Beyond the challenges of comparing individual bids, PGE had to select a mix of resources that provided a good
overall value to customers while not exposing them to inappropriate risk. Also, in light of the fact that PGE’s
most recent IRP was not acknowledged by the Commission, PGE and the IE recognized the need to meticulously
finalize the procedures by which a Final Short-list of bidders would be selected.  Accion Group’s prior
experience in evaluating renewable projects, including wind, solar, biomass, and landfill gas helped to ensure

5
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that the review of the evaluation process was sufficiently comprehensive. In addition, the IE used a mock
bidding process prior to receipt of bids to proactively identify and rectify any issues.

In validating the Evaluation Process, the IE ensured that the Commission’s Guidelines that dealt with evaluation
procedures were satisfied. The applicable items were Guidelines 4, 9, and 10.

A. Guideline 4: Ownership Options

Guideline 4 states:
A utility may use a self-build option in an RFP to provide a potential cost-based

alternative for customers. A site-specific, self-build option proposed in this way is
known as a Benchmark Resource. A utility may also consider ownership transfers within
an RFP solicitation.

Consistent with Guideline 4, PGE considered ownership transfers as part of this RFP and thus, the scoring and
risk analysis took into account the various options. PGE did not consider a site-specific self-build option as part
of this RFP.  Also relative to Guideline 4, one bidder proposed their project to be sited on existing PGE plant
locations. * Per the bidding guidelines, PGE was not required to offer their sites to the bidders, and, as the bids
did not offer relative value, those bids were rejected.

B. Guideline 9: Bid Scoring and Evaluation Criteria

The relevant portions of Guideline 9 provide:

(a) Selection of an initial short-list of bids should be based on price and non-price
factors and provide resource diversity (e.g., with respect to fuel type and resource
duration). The utility should use the initial prices submitted by the bidders to determine
each bid’s price score. The price score should be calculated as the ratio of the bid’s
projected total cost per megawatt-hour to forward market prices using real-levelized or
annuity methods. The non-price score should be based on resource characteristics
identified in the utility’s acknowledged IRP Action Plan (e.g., dispatch flexibility, resource
term, portfolio diversity, etc.) and conformance to the standard form contracts attached
to the RFP.

(b) Selection of the final short-list of bids should be based in part on the results of
modeling the effect of candidate resources on overall system costs and risks. 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. The IE will have full access to the utility’s production
cost and risk models.

4 During the period when PGE sought clarifying information from bidders several offered to expand their proposals to
include building on PGE-controlled sites. Those proposals were not presented on the bid date as fully developed
proposals, and were not evaluated.
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(c) Consideration of ratings agency debt imputation should be reserved for the selection
of the final bids from the initial short-list of bids. The utility should obtain an advisory
opinion from a ratings agency to substantiate its analysis and final decision, if requested
by the Commission.

Portland General used a scoring methodology that assigned 60% of the value to price components and 40% to
non-price components. We address the appropriateness of this ratio and the appropriateness of each
component below. We believe the overall structure used by PGE satisfies the requirement in section (a) of
Guideline 9. In addition, consideration was given to including bids of alternative technologies in the Initial
Short- list to provide resource diversity if the scoring resulted in a portfolio without diversity>. However, the
Initial Short-list included a diverse set of bids and no adjustment was necessary.

PGE does not have an acknowledged IRP and the RFP is only for renewable resources. Consistent with an order
of the Commission, portfolio analysis was not appropriate for this RFP, and was not performed. ® However, PGE
intended, if possible, to select resources which would provide diversity and risk mitigation. The Final Short-list
contains resources of various technologies. This was primarily possible because there were some bids of various
technologies that were able to be somewhat competitive on a price and non-price basis with wind.

During meetings with PGE, the IE was given full access to the utility’s production cost and risk models to ensure
that the basis of price comparison to the market was appropriate. The production cost models have been
previously vetted in public settings. We performed a sufficient review of the fuel and capital cost assumptions
that were used to formulate market prices for the RFP evaluation and found the Company’s approach to be
satisfactory.

Consistent with Guideline 9(c), the Company performed a simple debt imputation impact on the price scoring of
the bids after the Initial Short-list was established. The assumptions for the treatment of portions of PPAs as
debt came from Standard & Poor and reflect a limited leverage impact. The total debt imputation assumptions
added approximately 4-5% to the economic cost of each project. Debt imputation did not alter the composition
of the final Short-list, though there was an insignificant shift within the ranking on the Final Short-list. ~While
determination of cost recovery of debt imputation is outside the scope of the IE’s evaluation, we do not expect
this to be a continuing concern to the selection of the appropriate resources.

C. Guideline 10: Utility and IE Roles in the RFP Process

Relative to the IE’s role in validating the scoring of bids in RFPs that include ownership options, the order states
“the IE will independently score the utility’s Benchmark Resource (if any) and all or a sample of the bids to
determine whether the selections for the initial and Final Short-lists are reasonable.”

The IE independently scored several bids and reviewed PGE’s scoring of all bids. While a few errors and issues
were identified during this process, there was no apparent intentional bias toward any bidder or technology,

5 See IE Supplemental Report at 3.
6 See: Order No. 08-234, April 24, 2008, page 6 of 8.
7
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and all issues were quickly corrected prior to the release of the Initial Short-list and the Final Short-list
respectively. We discuss specific areas in more detail below.

D. Mock Bid Process

The IE employed a mock bid process after completion of the initial review of price and non-price spreadsheets to
“stress test” the selected scoring mechanisms. The mock bids were evaluated before actual bids were received
and captured in the Evaluation Folder on the website. The mock bid process helped to identify key areas which
significantly impacted bid ranking and to identify areas that would not require as much scrutiny because of their
small impact on ranking. We found the mock bidding process to be an excellent communication tool to
understand the impact variation in bids regarding key issues to be evaluated. In anticipation of future review by
the Commission, the Commission Staff was invited to use the mock bid process to test sensitivities of particular
areas of concern, such as locational impact and transmission access.

Six different mock bids were created:

e Wind PPA inside BPA Control Area

Wind project inside BPA Control Area bid as Build-Own-Transfer to PGE
Wind project external to BPA Control Area

Solar thermal PPA

Solar PV PPA

e Biomass PPA

Prior to the selection of the Final Short-list, the IE performed a review of the assumptions in the mock bids. The
only significant updates since the original mock bids were run were new wind integration estimates and capacity
valuations of wind resources. Both of these updates were appropriate and neither affected the overall ranking.

E. Evaluation Scoring

Price Scoring

PGE developed and employed a price scoring methodology in previous RFP evaluations. A similar method was
proposed for this RFP evaluation. The method is a MS Excel-based discounted cash flow analysis with different
models for different technologies and ownership cases. The IE performed a detailed review of each component
in each model to ensure that all bids would be treated fairly across all technologies and all proposed ownership
structures in terms of price review. We also reviewed all financial assumptions, including debt costs, tax rates,
rates of return, and inflation assumptions. We found that PGE consistently applied the assumptions. We found
the assumptions to be appropriate and free of bias.

The only costs that were not supplied by the bidder were integration costs and transmission costs. Technology-
specific integration costs were consistently applied across all wind and solar projects. We address the
reasonableness of the integration cost assumptions below, including transmission costs. Our review of these
assumptions found them to be adequately derived and consistently applied. The model’s calculations of various
components including levelized costs, the value of energy, line losses, revenue requirements, and wheeling

8
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charges were appropriately performed. The value of the energy supplied by each bid was determined by a
forecast of future energy prices.

For ownership bids, operating cost assumptions were made. The operating cost assumptions made by PGE are
in line with industry expectations. Some ownership proposals were bid requiring PGE to develop the project,
and the bidder being paid a royalty for finding the project. In performing the price scoring for these bids, capital
cost assumptions were made. While careful attention was paid to the assumptions, all bids in this category
scored very low and were eliminated prior to Initial Short-list selection.

Non-Price Scoring

Non-price scoring spreadsheets that PGE used in previous RFPs were modified by PGE for use in this solicitation.
The components measured in the non-price spreadsheets were expanded because of the substantial variations
in renewable projects that were expected to be bid in the RFP. The IE worked extensively with PGE to identify
important components to add, to identify unnecessary components to remove, and to develop a proper
allocation of all weightings across components.

The non-price scoring was subdivided into the following categories:

e Development Criteria - 65 points

e Project Characteristics — 125 points

e Power Product Characteristics — 100 points
e (Credit Evaluation — 50 points

e Environmental Criteria — 60 points

The magnitude of the allocations for each of the non-price components were determined in part by comparing
the impact a similar point change would make on the energy price on a $/MWh basis. This was simple for non-
price components for which rough price estimation could be made, such as capacity value, compensation
method for availability deficiencies and quality of energy. This was a more difficult comparison for purely non-
price components such as development experience and project financing, but still provided a rough guideline for
allocating the proper points. The IE and PGE refined the allocations until both parties believed they were
appropriate. PGE’s initial recommendations and the final scoring template used are available for review by the
Commission in the secure Evaluation Folders on the portlandgeneralRFP.com web site.

Price and Non-Price Ranking

Ranking of technologies seemed reasonable across price and non-price factors, giving credibility to the overall
evaluation methods employed by PGE. The resulting net ranking was:

1. Wind
2. Biomass/Geothermal
3. Solar
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In the Final Short-list, wind was the obvious leader followed by solar. One geothermal bid was received, but the
bidder withdrew the bid before the Final Short-list evaluation was commenced. All biomass bids were
eliminated for transmission and credit reasons or because the bidder withdrew the proposal. ’

One wave power proposal was received, and one presentation for innovative solar-friendly home building
design. The latter was eliminated because it was not consistent with the RFP goals of providing energy to the
PGE system. Due to the novelty of the wave power proposal, PGE invested considerable effort to evaluate this
project, in an attempt to fully appreciate the likely cost and to include the proposal on the Final Sort-list. After
considerable time and effort, we encouraged PGE to release the wave power proposal because the technology
was unproven, and the transmission and cost challenges were significant barriers to completing an agreement
within the terms of the RFP.

Other areas given close attention were:

e Ranking of Ownership Options vs. PPA — Assuming an ownership bid is assigned to PGE upon
completion of construction, a PPA wind project in the same location as a PGE-owned wind project would
score almost at parity. Accion believes this to be acceptable as the scoring balances the risk-avoidance
benefits of a PPA and some of the experience benefits of PGE. PGE and the IE recognized that regardless
of the ranking, PGE would be required to provide additional substantial validation of the value offered
by an ownership option over a PPA option because of the implicit risks of ownership that could not be
captured in the scoring template.

e Capacity Scoring — One of the primary differences in value that the renewable technologies bring is the
capacity value. Accion pushed PGE hard in this area to appropriately account for this difference in the
scoring. PGE agreed to assign 60 points in non-price for capacity value as well as 20 points for
intermittency. Projects with high capacity factors and dispatchability will score higher in these areas
because of the capacity value the projects bring to PGE. We feel this appropriation is fair and does not
unduly burden projects with significant output variability.

e Locational Impacts on Bids — PGE explicitly prefers projects inside Oregon and inside their service
territory and this is reflected in the non-price scoring. However, the penalties for being outside the
service territory are not too punitive to make a good project outside the territory score poorly in the
evaluation. The total benefit a project could get from being inside the service territory is around 30
points (or approximately $1.75/MWh levelized).

e PGE Experience vs. PPA Risk Avoidance — PPA projects can provide some risk mitigation in terms of
guaranteeing mechanical or actual availability. This was captured with 30 points in the non-price
scoring. Ownership cases were obviously not eligible for these points. However, ownership projects
could provide lower costs of capital, and would have high credit scores and low risk in areas that require
experience. The price trade-offs were appropriately calculated in PGE’s price scoring models, and the
non-price scoring allocations were appropriate for reflecting the values provided in these areas.

7 The bidder withdrew after signing a contract with a different buyer, and not due to any issues arising from the PGE
RFP process or evaluation process.
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o Lower Cost vs. Risky Bid — Lower cost bids will obviously score well in the price section. PGE adequately,
but not punitively, assigned risk factors for areas like experience and credit score and financing that
could affect the overall score of low cost projects. However, well-priced options still scored well, unless
the risks were inappropriately high. For instance, a well priced bid without good credit score may make
the Initial Short-list because of scoring methodology. While good credit is a requirement for signing a
PPA with PGE, the initial screening allowed bidders unable to demonstrate good credit an opportunity to
cure before the Final Short-list was set through obtaining a parent guarantee or other adequate credit
arrangements.

e Environmental — The environmental section was handled in the non-price evaluation and accounted for
such areas such as air emissions, land and water usage, and waste. The mock bidding process showed
that the scoring adequately penalizes projects proportional to their environmentally detrimental
components. The rankings of technologies for environmental scoring are

Wave, Hydroelectric, and Solar Rooftop
Geothermal

Wind

Other Solar Technologies

Biomass

ukhwneE

The IE found the environmental impact scoring to be appropriate.

o Debt Imputation Sensitivity
The base case used in the mock bids for debt imputation assumed 0%, since PGE was not allowed to
include any debt imputation in developing the Initial Short-list. For analyzing Final Short-list impacts, a
range of debt imputation from 0% to 25% based on the present value of the capacity and energy
payments was evaluated for each of the PPA projects.

Imputed debt was calculated for the Final Short-list, resulting in the reordering of the Final short-list.
The inclusion of Imputed debt did not result in any bid being removed from the Final Short-list. The
methodology proposed by PGE for calculating imputed debt was to assume 12.5% of the total payments
made under the PPA to be equivalent to debt for ratings agencies, such as Standard and Poor’s. The
total leverage adjustment for most PPA projects was between 4% and 5% of the total cost of the project.
For one project with both ownership and PPA options, the inclusion of imputed debt made the PPA
option look less attractive, but the ownership option ranked higher even without the inclusion of the
analysis. The IE does not expect this component to be an issue for the selection of the resources, but
the leverage adjustment may be an issue, should PGE opt to seek certification of the procured assets.

e Credit
Several bids were identified with serious credit concerns, such as lack of parent guarantees or the ability
to obtain letters of credit. All bidders with credit deficiencies were given opportunities to cure. For
those unable to cure, credit played a role in their release from the RFP, but no bids were eliminated
solely on the basis of credit scoring. For example, one bidder was unable to provide financial
statements for their corporation and could not secure an adequate letter of credit or provide a parent
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guarantee. Therefore, they did not pass the credit requirements specified in the RFP. However, they
were also unable to prove access to transmission for their project, so they failed on more than one
criterion to meet the requirements of the RFP.

e Integration Cost Sensitivity
As wind bids ranked the highest even with a $10/MWh integration cost, it was not expected that this
component will affect the rankings. However, it was recognized that if the cost of bids for other
technologies came in lower than expected, it could affect ranking.

F. Treatment of Non-conforming Bids

The evaluation process was further complicated by the receipt of non-conforming bids. The lack of a bid fee
and PGE’s appropriate, yet expansive, view of renewable resources may have encouraged the offering of non-
conforming bids. Clearly, evaluation of these bids could not be modeled before the bid date.

In the RFP, PGE laid out that “the Bidder must identify the project site location, show site control and provide
satisfactory evidence that the site is not otherwise committed or encumbered and is available for the full-term
of the proposed bid. The Bidder must have identified all required site-specific permits and have prepared a plan
or schedule for obtaining all permits and licenses.” The RFP further required that “the Bidder shall specify the
generation technology it proposes to use and provide preliminary design studies — completed in sufficient detail
to identify all major equipment and components. The Bidder will also provide a site layout plan, and a project
milestone schedule indicating critical path elements.” Also, there was a required bidder worksheet (Appendix F
to the RFP) for each project that required information such as energy production profiles, availability
guarantees, and transmission interconnection information. These requirements were not met by all bidders.

During the evaluation, a number of bids were found to be incomplete. Clarification requests or data requests
were made repeatedly to bidders in order to create complete bids, but some bidders opted to ignore part or all
of these requests. Those bids were then categorized as non-conforming and incomplete. Also, several bids
were removed when it was demonstrated that they either did not have a site identified or the site identified was
not under control by the bidder.

In addition to bidding specific projects, some bidders also referenced other projects within their portfolio that
could be considered by PGE, notwithstanding the bidder’s failure to provide a proposal for the additional
projects. Indeed, they did not provide satisfactory data for any of the items mentioned above from the RFP
document. In consultation with the IE, PGE did not consider these as bids.

The IE agrees with the position that PGE was not obligated to request bid information for these referenced
projects and that doing so could possibly expose PGE to issues of fair treatment of all bidders in the process. We
note PGE’s good faith effort to identify ways to have these bids sufficiently complete to permit evaluation. At
the same time, we agree with PGE’s termination of that effort, rather than further delay the establishment of
the Final Short-list.

G. IE Scoring of Bids
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The IE independently reviewed non-price and price bid materials from several bids representing multiple
technologies to develop a score for those bids. One wind ownership bid, one wind PPA bid, one biomass bid,
and one solar bid were scored. The bid evaluation methodology developed by PGE with the assistance of the IE
was thorough, and most items were easily scored using the scoring instructions.

The price scoring templates were populated using bid data. The only section in the price scoring that
interpretation resulted in differences in scoring was in the energy shape and in the cost assumptions. The energy
shape valuations were different because of minute allocation differences due to holidays and the number of
weekend days in different years. Once the differences were accounted for no further work was necessary. The
IE relied on the bidders’ assessments or PGE’s assessments for transmission costs for all bids and on PGE’s
assumptions for O&M costs for ownership bids. The IE originally used outdated cost information provided by
PGE for some cost assumptions. After updating, the price scoring was very similar.

The non-price scoring instructions were explicit for most items and the results of the scoring were very similar
for both the IE and PGE’s scoring team. Some small differences in scoring were due to the experience the
respective scorers credited to the bidder. Also, the scoring was slightly different for some minor categories
such as operating characteristics where the IE believed the bidder provided different qualifications than what
was understood by the PGE scoring team. These differences were reconciled in the actual scoring used for
developing the short-lists. Comparison of IE scoring and PGE scoring of the four specific bids is included in IE
Confidential Attachment, submitted under seal pursuant to Order No. 07-440.

The IE first compared the results of the bids independently scored by the IE to the scoring by the PGE Team. The
PGE team had at least two scores for each component to ensure valid scoring. The IE’s scoring was generally in-
line with PGE’s scoring. The IE also performed a detailed review of PGE’s scoring of all bids. Some
inconsistencies were noted including the scoring for experience of the project team, availability guarantees,
credit rating, quality of energy, and curtailment and dispatchability. See: IE Confidential Attachment submitted
under seal pursuant to Order No. 07-440

Several issues in both the price scoring and non-price scoring were identified by the IE during the review of the
evaluation tools in addition to items noted in previous sections. A summary of the issue and how each was
resolved is presented briefly below. For additional details, the scoring templates used are available for review
by the Commission in the secure Evaluation Folders on the Portland General Website
(www.portlandgeneralrfp.com).

e Quality of Energy

Most renewable resources lack dispatchability and their energy profiles are less than predictable. The
capacity factors, energy profiles, and mechanical availability not only vary across technologies, but also
across locations and providers. The IE vigorously encouraged the Company to award appropriate scores
to bids that use technologies that have high capacity factors and/or dispatchability, or to bids that
externally alleviate the intermittency issues through other resources or market mechanisms. The initial
scoring components for intermittency reflected a bias towards technologies that had lower capacity
factors and were not dispatchable. After discussions, the PGE scoring team and the IE settled on a
scoring mechanism that recognized resource variables, but was fair to all technologies
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e Capacity Value

While quality of energy addresses the hourly swings in output, a capacity scoring component was
necessary to account for the fact that some renewable resources do not have an energy profile that is
coincident with peak load periods. In July of 2008, Bonneville Power Authority (BPA) and the Northwest
Power and Conservation Council released their revised assessment of wind generator statistical capacity
value from 15% to 5% of the nameplate. The study established that many renewable resources will
require simple cycle combustion turbine back up for a majority of their nameplate capacity. The level of
capacity back up required differs across renewable technologies. Initially, PGE did not reflect
differences for capacity values across technologies, but in order to be consistent with actual resource
planning guidelines of backing renewable resources with firm capacity, the IE and the PGE scoring team
developed a table that adequately reflected the different capacity requirements without being punitive
to certain technologies.

Risk Assessment

Renewable resources require unique risk assessment. PGE, the Commission Staff and the IE invested
considerable effort in establishing appropriate risk components to be applied to bids. It was necessary to
balance the encouragement of renewable resources with the potential unintended consequence of hidden costs
to customers. We believe PGE successfully set risk components that fairly assigned costs, while at the same
time avoiding inappropriate weighting. A review of risk components follows.

e Weather Risk
The inherent weather risks that renewable technologies are forced to accept make diversity in location
and technology important. In addition to the consideration of the effects of weather in the capacity
scoring and quality of energy scoring, projects with similar energy profiles to existing PGE resources did
not score as well as projects with different profiles. Among wind bids, locational diversity credit was
awarded to projects that have different wind profiles by virtue of their physical distance from PGE’s
Biglow Canyon project.

e Fuel Risk
Biomass projects are subject to significant fuel price and availability risks. PGE’s method for alleviating
this risk was to require all biomass bidders to provide firm fuel pricing for all bids. The IE believes that
this adequately protects the ratepayer without significantly impacting the value of biomass bids. This
also assisted in the comparison of bids with fuel costs (biomass) and without fuel costs (all other
renewable), because there is no risk to be quantified if all fuel bids are fixed price.

o Developmental risks
Ownership often can provide customers significant value over the long-term, but because of its implicit
risk, ownership options must be evaluated not just from a total cost perspective but also from a risk
perspective. For comparison to PPA options, development risk must be identified and mitigated for the
ratepayer. The only ownership bid remaining on the Final Short-list is a turnkey project without
development risk, so further consideration of this risk is not warranted.
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e Energy Production Risk

PPAs implicitly assume capacity factor risk as the development costs are independent of the projected
capacity factor. Therefore, if the capacity factor over time is higher than that assumed in the PPA, the
developer’s profit is commensurately higher. However, a lower than expected capacity factor can
substantially impact the returns to the developer. In an ownership option, these risks and benefits are
reversed. A historical survey shows that average actual production is typically 11% below the projected
P50 (see Chart 1). While the trend is getting better over time, we feel the risks are still weighted toward
over-estimating capacity factors. In a PPA arrangement the developer is assuming this risk. In an
ownership case, customers would assume this risk.

This remains an outstanding issue as one of the Final Short-list bids has both ownership and PPA
options. Specifically, the project had two wind studies performed with a 5% range of capacity factor
estimates which affected the levelized cost of power by ~$20/MWh. The evaluation was performed
based on the newer and more complete of the two studies, which also had the much higher capacity
factor estimate. The earlier wind study was for a partial year as the developer attempted to refine the
project. We know from experience that this is a normal evolution with a wind project, and refinement
of the estimates would be unimportant with a PPA. Accordingly, the evaluation model did not require
refinement of the wind study. We understand PGE will require additional wind studies if the acquisition
option is pursued.

The IE notified PGE that we believe this to be a substantial risk to the customers if the ownership option
were to be selected before additional analysis is performed and other externalities are considered. The
IE recommends that 1) additional independent wind studies be performed with the existing wind data
before the decision is made between the ownership and PPA option and 2) that a risk adjustment should
be assessed to the ownership option that takes into account the results of the additional wind study.
While the IE recognizes that PGE should not be expected to guarantee the capacity factor of a wind
ownership project if such project offers value over a PPA option, the negotiations with the bidder should
attempt to reconcile the differences in the risk profiles between the two options. As discussed above,
PGE will consider values other than those included in the evaluation model for this RFP when
negotiating the terms of an acquisition contract. We expect the Company will establish a production
risk assessment matrix for use when determining the value to PGE customers if PGE acquires the
project, instead of entering into a PPA.

We believe the risk assumed should be justified by additional value provided to the customers. PGE
noted that additional factors not considered in the RFP evaluation, including the option for repowering
the asset at the end of its economic life, could add significant value to the ownership option. However,
until additional analysis and support for the ownership option is provided by PGE, the IE recommends
the PPA option for contracting.

e Operating Cost Risks

The only revenue mechanism in each PPA bid was energy payment, and bidders did not require pass-
through of changes to their operating costs. Accordingly, these PPAs effectively shield customers from
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both variable and fixed operating cost risks. We found projected operating costs of the Final Short-list
for the PPA proposals to be appropriate.

As discussed earlier, we recognize an ownership bid, as opposed to a PPA proposal, has the added
concern of requiring assumption of this risk by taxpayers. Since the ownership evaluations used
conservative estimates for operating costs, the IE did not recommend a separate risk adjustment for this
component. Instead, we suggested PGE recognize the added risk associated with an ownership bid as
part of the negotiation process and before contracting would be completed. @ PGE committed to
document the value of ownership as opposed to a PPA, and we expect the projections for ongoing
operating cost will be given full review as part of the documentation.

e Availability Risk
In the non-price scoring PPA options were eligible for availability guarantee credit if the bidder was
willing to assume availability risk. However, few bidders provided guarantees beyond manufacturer’s
mechanical availability guarantees, and when they provided a guarantee, their method of compensation
for failure to meet those requirements was generally limited. Therefore, since the total risk the bidders
were willing to assume was small, the credit in the non-price scoring was also small.

PGE Market Price Forecast Impact on Evaluation

A market price forecast reflecting accurate hourly shape and annual charges was developed by PGE for
evaluating the renewable resource bids. The important aspects of developing market prices for use in an RFP
bid evaluation are 1) that the annual price differences are reflective of appropriate escalation of costs across
time and 2) that the hourly shapes accurately reflect the dispatch of resources in the system. Appropriate
market price forecasts will result in the most cost effective technologies being selected in the RFP evaluation.

The significant factors of the market price forecast employed by PGE are discussed below.

e Capacity cost
Inaccurate construction cost forecasts may affect the resource mix and thus not only the annual market
prices but also the hourly market price shapes. The IE reviewed PGE’s forecasts of technology specific
construction costs to ensure that recent significant escalations in commodities were reflected in their
costs. We believe PGE’s capital cost expectations are in line with other market forecasts.

e Aurora build out of resources
AuroraXMP is the production cost model that PGE utilizes to generate an expansion plan. The logic
AuroraXMP uses is a cost-recovery algorithm that is typical in the industry. PGE’s use of the software is
consistent with standard practice and the expansion plan it developed as part of developing the hourly
market price is reasonable.

e Fuel price forecast
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With the exceptional volatility in fuel markets recently, it is difficult to determine the validity of any fuel
price forecast. However, this volatility should encourage diversity among resources in the expansion
plan. We believe the expansion plan used to develop the market prices was reasonably diverse.

e Load forecast

PGE’s most recent IRP was not acknowledged at the time of the release of the RFP, partially because of
an unsupported load forecast. The load forecast was updated for use in development of the market
prices for the RFP and designed to alleviate the concerns that the Staff had with the load forecast.
However, the load forecast for the RFP did not have the same implications as in the IRP since the RFP
was not designed to procure all necessary resources for the planning horizon. The load forecast has a
minor impact on the marginal energy prices in future years. The load forecast PGE developed was
appropriate for use in the development of market prices for the RFP. Given that PGE is ahead of
schedule for meeting the RPS requirements, the IE recognizes that PGE is well positioned to address any
deficiencies that could develop if load growth exceeds forecasts.

PGE’s Preference for Certain Components in Bids

PGE clearly and explicitly stated its preferences for specific project components and the associated scoring for
those components to both bidders and the Commission. The preferred components that did not have a
corresponding price benefit were location and term. Chief among the stated preference were location, term
and integration costs.

e Location
As stated in the explanation of the mock bidding process, PGE had a preference for projects located in
its service territory and that preference was reflected in its scoring. The IE is comfortable with this
preference for the following reasons:
1. the preference was defined in the RFP document
2. the scoring impact was small, such that other projects could still easily be competitive
3. a majority of the bidders had participated in the Bonneville Power Authority open season,
and were able to meet transmission requirements ®
4. the preference had very little impact on the Final Short-list as most of the projects from
outside of the territory were not able to get transmission and be eligible resources anyway,
and
5. this preference could provide benefits to the local Oregon economy

e Term
PGE had components in the non-price scoring that would allow projects with long terms (terms greater
than 20 years) to receive up to twenty-five more points than projects with shorter terms. Again, the IE
feels this is reasonable given the risk mitigation longer terms provide.

8 [E Confidential Attachment 4 provides an overview of the participation in the NOS by bidders to this RFP. We view
this as confidential information.
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o Integration Costs for Intermittent Resources

PGE used a proxy of $10.50/MWh (2008S) for wind integration for the evaluations of the Initial Short-
list. ° Although this appeared high relative to historical values, and the Staff and some bidders initially
challenged its validity, the IE supported its use as escalation in integration costs have been very dramatic
as the marginal energy supply for the backup energy is no longer BPA’s inexpensive hydroelectric power.
A thorough integration study that was performed by PGE and discussed with Staff and non-bidding
parties in September 2008 resulted in a wind integration estimate of $11/MWh (2008S$), which
compares well with the placeholder cost of $10.50/MWh. This figure reflects the increased costs of load
following and regulation due to wind uncertainty. The IE reviewed the results of the wind integration
study commissioned by PGE. While the IE noted several concerns', the inclusion of the wind
integration cost as calculated did not affect the ranking significantly, and the estimate is only allocated
to the project for evaluation.

The integration cost to be recovered will be actual cost, so if PGE customers were conservative in this
estimate, the correction will be made in actual operation without harming customers. For these reasons
the IE is comfortable with the wind integration cost assumptions used in this RFP evaluation.

Per the IE’s recommendation, solar resources were assigned integration costs of S6/MWh, when
expressed in 2006 dollars, and $6.28/MW when expressed in 2008 dollars. This figure was taken from
PGE’s last approved IRP. It is recognized that since the total solar resource base in the Pacific
Northwest is extremely small the cost of integrating the first resources would be small. However,
because solar is an intermittent resource, especially PV solar which is the only type of solar resource bid
into this RFP, there is expected to be a direct cost to manage the intra-hour fluctuations. The inclusion
of this integration cost for solar did not result in the elimination of any solar bid.

Analyzing and Adjusting Bid Evaluation Methods for Fairness and Transparency

After consultation with the IE, PGE adjusted the evaluation model after the bids were received to accommodate
the resources actually proposed. We agreed that the adjustments were appropriate. Further, we believe PGE
could not have been expected to anticipate the resulting adjustments before actual bids were examined. PGE
demonstrated a willingness to adapt their models to correct deficiencies identified by the IE, along with a
genuine attempt to evaluate all bids equitably.

The IE and Commission Staff reviewed the weighting of price and non-price components proposed by PGE. PGE
assigned 60% of its overall score to price and 40% to non-price components. Other RFP’s in the Pacific
Northwest have allocated 70% to price and 30% to non-price. As an IE or Independent Monitor in RFPs in other

9 See: IE Confidential Attachment 5 for a summary of the wind integration costs price scoring assumptions used for
the Initial Short-list.

10 The integration study was based on a reference year of 2014 and costs could be higher or lower before or after that
timeframe. The cost is calculated for self-integration, which is higher for PGE than other utilities because of limited
flexible thermal plants with near-market heat rates. In reality, some of the integration costs may be defrayed by
reliance on the market. PGE acknowledged that there were some errors in the input data used. The costs for
February and May appeared suspect.
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states, we have seen the price score be allocated up to 100% of the total scoring. The primary difference
between those RFP’s and this one is that PGE recognizes some cost items as non-price that others may treat as
price items. These items are, in our view, marginal and could be accounted for as either price or non-price
items. Examples are dual fuel supply benefits, availability guarantees, and renewable energy credits. Also,
renewable projects often carry much higher implicit risks that will not be captured in price scoring, such as
technology risk, weather volatility, developer inexperience and credit support. We are comfortable with the
scoring allocations employed by PGE.

Price scoring to reflect hourly production shape resulted in a necessary adjustment of the original evaluation
model. The original price scoring models proposed by PGE divided energy into two periods: peak and off-peak.
This simple segregation of value did not fully recognize the unique value that one project or technology could
bring with having production more coincident with peak energy pricing. For a project with a flat delivery shape,
the simple delineation did not impact the evaluation. However, the analysis could result in up to 5% lower
valuation for a project that would produce more energy in certain on-peak hours, as compared to less peak-
coincident technology or project. Because energy production shapes were not known prior to receipt of bids,
the evaluation team used the peak/on-peak methodology for the initial evaluation. After the initial evaluation,
the IE and PGE analyzed the issue in detail and found that for some projects the impact would be somewhat
substantial. For example, this would generally increase the value of solar projects by 3-5% when compared to
wind projects. Accordingly, the hourly shaping adjustment was included to determine the Final Short-list.

Another area of adjustment was in the area of environmental impact. Prior to the evaluations, the PGE scoring
team devised a scoring matrix for all renewable technologies based on their environmental impact in the
following categories: air emissions, land use, water discharge, and solid waste. All projects within a given
technology class generally had similar environmental characteristics and received similar scores. As might be
expected, biomass projects generally scored the worst. Wave projects, solar rooftop projects and hydroelectric
projects were generally scored the best.

The IE feels this scoring adequately reflects the relative environmental impacts of each technology. The IE is
comfortable with the allocation of points to the environmental section, given that the general value of
environmental scoring was laid out in the RFP.

Availability guarantees were also assessed based on the quality of the guarantee. In order to receive a high
score for an availability guarantee, a bidder had to provide both a high guarantee percentage and a high level of
compensation for failure to meet the requirement. None of the bidders were willing to provide high guarantees
or high compensation for failure to meet availability guarantees, and thus the scoring was very similar across all
bids. If there had been substantial variation in offers from bidders, the availability value could have had
substantial impact on rankings.

H. Transmission

Several bids were eliminated for unavailability of transmission. Since one of the requirements in the RFP was to
have transmission prior to entering a contract, the IE believes PGE was justified in eliminating those bids even
though some of the bids were not expected to be in-service prior to 2012. Although this timeframe might be
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adequate to procure the necessary transmission rights, PGE could not afford to delay the procurement of other
resources while waiting to learn if bidders would procure transmission in the next BPA open season or other
means. In addition, the RFP stated that: “Confirmation of firm delivery capability or rights to transmit the
proposed energy supply to PGE’s system will be required prior to execution of any contracts in connection with
the RFP. “We note that before releasing these bids PGE invited the bidders to provide guarantees they would
procure transmission. Each bidder declined the invitation.

Because transmission availability was significant to the evaluation process, Accion reviewed and assessed each
determination made by PGE. We reviewed each of transmission determinations made by PGE, verified the
underlying data and independently evaluated the transmission implications. In each instance we found PGE’s
determinations to be appropriate.

To assess PGE’s transmission assessment, we reviewed the materials available from the BPA website and OASIS
documents, past cases and previous generation projects. IE also reviewed the transmission information
contained on the Portland General RFP website (www.portlandgenerarfp.com) and reviewed PGE’s summary of

transmission assessment entitled “Transmission Review — Met or Not Met Delivery Requirements”.'’ This
document contained specific information for each of the twenty bids. The information included:

Bidder name

Bid number

Project/partner

Purchase power agreement/ownership
Point of delivery

Generation interface

Generation interface queue
Generation interface cost

Network open season request
Transmission service agreement form point of delivery
Transmission service agreement queue
Transmission notes

Effective point of delivery

Wheeling party

Any issues

Any comments

The transmission review information was reviewed against the background data base that had been assembled.
It became apparent that the specific transmission lines involved in transporting the power associated with each
of the bids needed to be identified. To achieve this identification, a Confidential Northwest Power Pool Pacific
Northwest transmission system map was requested by the IE. Once received it was used for transmission
segment identification purposes.

11 This document and other evaluation assessment materials were compiled as produced and held in secure files on
the portlandgeneralRFP.com website. These materials are not available to bidders or the public, but are retained for
review by the Commission.
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A further understanding of the methodology used in creating the transmission review spread sheet was
achieved by thoroughly reviewing the system map with PGE personnel. Each line item was discussed with the
overall objective of determining if each proposal satisfied the RFP requirement of demonstrated ability to
deliver power to the PGE system. At this initial high level of “met not met” screening, all costs included were
from existing system studies. There was no in-depth transmission design cost identification, nor was there any
specific power flow analysis. But for purposes of an initial screening this depth of analysis is sufficient.

PGE’s conclusion that the proposals of each of the Final Short-list bidders satisfies the requirements of
demonstrated ability to deliver power to the PGE system was well supported by the transmission evaluation
analysis.  Six bidders were deemed to be able to deliver their bid power to the PGE system. There were five
bidders on the Initial Short-list for whom transmission services were not available. After our review, but before
the Final Short-list was established, we advised PGE that we concurred in the transmission review and
assessment used by the Company.

. WEBSITE OPERATION

Accion Group worked with Portland General to design a website that organized information in a useful way, and
provided easy use by bidders and interested parties. The general public had access to the calendar and
announcements about the RFP without having to register, simply by clicking on the menu bar for those items.
Also, the home page accurately described the scope of the RFP. Interested individuals were invited to register
for full access to documents, a way to submit questions, view answers to questions of others, and to ultimately
submit bids.

When the website was launched the IE sent email messages to prospective bidders and interested parties. The
list of recipients of the broadcast message was compiled from information maintained by Portland General and
the IE. Bidders and interested parties were invited to register on the website in order to review draft RFP
documents and view information about the RFP.

Interest in the RFP increased as the process neared the bid date, resulting in a robust field of potential bidders.

Chart 2
WEBSITE STATISTICS
As of January 18, 2008
Initial Email notifications of RFP/website 143
Registered bidders 43
Registered non-bidders 6
Questions posted to website 6
Chart 3
WEBSITE STATISTICS
As of November 30, 2008
Registered bidders 154
Registered non-bidders 98
Questions posted to website 6
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Operation of the website was provided in our initial report. Additional features were used as the RFP moved
from draft documents through bid receipt and exchange of information between PGE and bidders.
Announcements were posted to keep bidders and the public informed of the status of the RFP.

ccion Grou \
ﬂ P for /Pm}land General R FP

Independent Evaluator \ Electric

HOME CALENDAR ANNOUNCEMENTS DOCUMENTS COMMENTS Q&A BIDBOOK EVALUATION LOG OFF

Emily Judd Admin Menu
Select RFP =>  (® Energy RFP

Announcements Energy RFP

1. Bidder pre-RFP workshap is scheduled for January 10, 2008 and the stakeholders workshop will be held on January 11, 2008. Each
meeting will be from 9 AM to noon at 2 World Trade Center, rooms Mezzanine 2.3, & 4. The 2 World Trade Center building is located at
SW 1st and SW Salmon Streets in downtown Portland. There is parking available in the garage undemeath 2 World Trade Center, or on
the street. For those who wish to participate by Teleconference, please call (503) 464-2220 and enter 1120%.. Please MUTE YOUR
TELEPHQMNE, except when asking questions. Presentation materials will be posted online prior to the meetings. You may present
questions prior to the meetings by either posting them on the PGE RFP Web Site (portlandgeneralfp.com) or directing them to the IE. Al
questions posed during the meetings will be recorded and written answers will be posted on the Web Site.  (Ref# 1)

2. Bidders may submit signed confidentiality agreements up until the deadline for bid submission (currently targeting 4:00 P on April
18, 2008). However, bidders who desire to have PGE execute the confidentiality agreement prior to bid submission must submit their
signed agreement no later than two weeks prior to bid submission, or by 4:00 PM on Friday, April 4. Due to the need to establish
procedures that safeguard the confidentiality of all information marked confidential, PGE cannot accept any changes to its form
confidentiality and non-disclosure agreement posted on the documents page of this web site. Each registered bidder has been sent a new
password, which provides access to an individual Bid Book. THE BID BOOK CAN ONLY BE ACCESSED BY THE BIDDER, PORTLAND
GENERAL, AND THE INDEPENDENT EVALUATOR. A hidder's confidentiality agreement should be uploaded to the “Bidder's Proposal®
in the bid book. Portland General Electric will upload the counter-signed confidentiality agreement to the “‘Responses from PGE” folder in
the bidder's bid book. (Ref# 2)

Document Download Size  Date Posted Note
) Pre-RFP Warkshop 1/10-11/2008 [ 7} 566148 1/9/2008 3:53p
1) Pre-RFP Waorkshop Agenda 1/10/2008 i 7 185588 1/9/2008 3:53p

Home | Documents | Comments | Q&A | Bid Book | Evaluation | Log On

All contact shall be via emails to the Independent Evaluators: Harry Judd or Alan Kessler
Any website questions or problems should be addressed to: Harris Burpee

© 2007 All Rights Reserved - Accion Group

Figure 1

The announcement page was used to advise all visitors to the website of RFP-related developments.
Registered users could opt to receive automatic email notices when an announcement is posted to the

page.
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A::ion Group \
for /Portland General R F P

Independent Evaluator = Electric

HOME CALENDAR ANNOUNCI NTS DOCUMENTS COMMENTS Q&A BIDBOOK EVALLU. ON LOG OFF
Emily Judd Admin Menu
Select RFP == (& Energy RFP

User Questions Energy RFP
PLEASE DO NOT IDENTIFY YOURSELF OR YOUR COMPANY WHEN POSTING QUESTIONS
QUESTIONS AND ANSWERS WILL BE AVAILABLE TO ALL USERS OF THIS WEB SITE.

All questions will be reviewed by the Independent Evaluator and answered Portland General Electric Company. You will be natified by
email when an answer to your question has been posted to the web site.

Once an answer has been posted. click on the question to view the answer .

When posting a question, please select a category. When viewing questions and answers, clicking the "category” button will sort
questions and answers by the category selected by the person who posted the question.

PLEASE DO NOT IDENTIFY YOURSELF OR YOUR COMPANY WHEN POSTING QUESTIONS.

View All Questions/Answers

Ask Question | question Answer
Ref# Category Question Date Asked Date Posted Date Modified Date Answered Date Modified
[} Other Must a bidder to sign the 1/15/2008 12:00p 1/15/2008 12:00p - 1/16/2008 1:22p -

Modified Protective Order to
participate in the RFP? If so
when must it be signed and
how does a bidder get a
copy?
5 Other When is the next solicitation 1/14/2008 6:37p  1/14/2008 6:37p - 1/16/2008 1:22p
planned after the 2008 RFP?
4 Credit How does PGE view 1/14/2008 6:36p  1/14/2008 6:36p - 1/16/2008 2:16p
renewable energy from out
of state?
3 Other Page 24 of the draft RFP 1/8/2008 7-22p 1/8/2008 7-22p - 1/16/2008 2-18p
refers to the Climate Trust of
Oregon. Should be
corrected to say Climate
Trust
2 Other There are meetings about 1/8/2008 3:29p  1/8/2008 3:29p - 1/8/2008 3-31p
the RFP on Thursday and
Friday. Which should a
bidder attend?
1 Other For the non-renewable 1/4f2008 2:10p  1/4/2008 2:10p = 1/4/2008 2:11p
energy products, is the total
quantity 25MWs or is it in
25| increments? If in
26MW increments, what is
the total desired volume?

Home | Documents | Comments | Q&A | Bid Book | Evaluation | Log On

All contact shall be via e
ny website gue:

ils to the Independent Evaluators: Harry Judd or Alan Kessler
ns or problems should be addressed to: Harris Burpee

@ 2007 All Rights Reserved - Accion Group

Figure 2

All registered users were invited to post questions for Portland General to answer.
and answers could be viewed by any registered user. All questions were automatically delivered by
email to Portland General, without the identity of the individual who posted the inquiry. When an
answer was posted, the website generated an email message to the person who posted the

qguestion. Questions and answers continued even after bids were received.
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Each registered bidder had an individual bid book. The bidder’s bid book was only accessible by the bidder,
Portland General, and the IE. Bidders used the bid book to deliver their bids, and as the means for the exchange
of information. In our experience it is a rare bid that does not require clarification or explanation before the
evaluation can be completed. By using the bid book to exchange that information, the website captured the
information for future review, if needed. It also permitted those with access to the website to view the
information at any time, from any computer.  The bidder and Portland General received emails from the
website when materials were uploaded to the bid book, so there was virtually no delay in the notification of
when information was available for review.

ccion Grou =
ﬂ — for Portland General R FP

Independent Evaluator \ 2 Electric

HOME CALENDAR ANNOUNCEMENTS DOCUMENTS COMMENTS Q& A BID BOOK EVALUATION LOG OFF
Harry Judd Admin Menu All Comments

Bid Book Energy RFP

Use this page to submit your Bid related documents.

To upload a file, click the file upload icon. then browse your computer for the file and select it. When you click the ‘Upload this file” button,
you will see a progress indicator for the file upload

Once the file is uploaded. it will then be automatically sent via email to the Independent Evaluator and Portland General Electric. This
email process may take some time, depending on the size of the document which you are uploading. Do NOT close your browser or click
with your mouse until the page refreshes and you see your file on the list on the screen. Again, while you will see the name of your
document, other bidders will not see your information..

If an icon is greyed out, you do not have permission for that particular action.

[ Hide Files in Subfolders
s 3

Folder Hame Owner

5 bidder Site Administrator - Accion
/ Bidder's Proposal *— Upload Bids Here
T Questions to Bidder

5 questions to PGE
= Responses from Bidder
= Responses from PGE

Current Folder: E08/
This folder does not contain any files.

Home | Documents | Comments | Q&A | Bid Book | Evaluation | Log On

All contact shall be via emails to the Independent Evaluators: Harry Judd or Alan Kessler
Any website questions or problems should be addressed to: Harris Burpee

® 2007 All Rights Reserved - Accion Group

Figure 3

The bid books eliminated the need for direct contact between a bidder and the PGE evaluation team, which in
turn avoided the possibility of inappropriate information being exchanged. It also eliminated a potential area of
challenge by unsuccessful bidders, since all exchanges are captured in the bid books for subsequent review by

the Commission.
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A secure Evaluation Folder was provided on the website. Access to the folder was restricted to the PGE
evaluation personnel and the IE. The materials in the folder will be made available to the Commission, upon
request.

PGE cooperated in the design and population of the Evaluation Folder. As each phase of the evaluation was
conducted, documentation was posted to this folder. For example, the Initial Short-List evaluation and ranking
is preserved in the folder. Each document is date stamped when uploaded. Only the IE has the ability to move
or remove a document once posted.

’Accion Group / =
for Portland General R F P
Independent Evaluator \ S/ Electric

HOME CALENDAR ANNOUNCEMENTS DOCUMENTS Q&A BID BOOK EVALUATION [Kelegely o

Sheri Vincent-Crisp Admin Menu

Evaluation Energy RFP

Use this page to submit your Evaluation related documents

To upload afile, click the file upload icon, then browse your computer for the file and select it. When you click the ‘Upload this file” button
you will see a progress indicator for the file upload

Do MOT close your browser or click with your mouse until the page refreshes and you see your file on the list on the screen. Again, while
you will see the name of your document. other bidders will not see your information

If an icon is greyed out. you do not have permission for that particular action

[] Hide Files in Subfolders

i &

Folder Name Date Created

= Caorrespondence 10/7/2008 7:17:51 PM

8/29/2008 2:13:57 PM
8/29/2008 2:15:44 PM
10/1/2008 5:53:49 PM
212712008 2:37:08 AM

@ August 01 2008 Changes to Scoring.rf
@ August 08 2008 Changes to Scoring.rtf

@ Mema to File Room Move doc

“@e@

= pge draft htj.doc
= Final Short List Evaluation 10/7/2008 7-17-51 PM
[ Initial Short List Evaluation  10/7/2008 7-16-18 P

B pre-Proposal Tools Data 10/7/2008 7-16:05 PM
5 Threshold Criteria Evaluation  10/7/2008 7-16:05 PM
5 Transmission 10/7/2008 7-16:05 P

Current Folder: E08/
This folder does not contain any files

Home | Documents | Q&A | Bid Book | Evalustion | Log On

All contact shall be via emails to the Independent Evaluatar: Harry Judd
Any website questions or problems should be addressed to: Harris Burpee

© 2008 All Rights Reserved - Accion Group

Figure 4
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IV. CONCLUSIONS AND RECOMMENDATIONS

We believe PGE conducted the RFP fairly and without bias towards or against any bidder or type of generation.
The criteria and evaluation used to establish the Final Short- list was fully reviewed by the IE, and we found it to
be consistently applied to all bids. While transmission assessment was of significant concern to bidders and
PGE, we reviewed PGE’s decision making for transmission scoring and found it to be appropriate. As stated in
our report, we recommend that PGE pursue a PPA with a particular wind project, instead of an ownership
option, due to the substantial variation in the wind assessment available from the site subject to further
resource assessment and negotiations with the bidder.

Through the website all registered users, including registered bidders, had access to the same information at the
same time. The |IE was available to all bidders, many of whom took advantage of the access when questions
about the RFP process arose. Also, the IE was available to bidders to assist in clarifying bid information
requested by PGE, after bids were submitted, and bidders used that access liberally. While some bidders
expressed disappointment in being excluded from the Final Short-list, no bidder claimed the RFP process was
biased or flawed.

The Final Short-list was established once each evaluative value was determined and each remaining bid
thoroughly reviewed. We observed PGE personnel endeavoring to be as inclusive as possible in reaching the
Final Short-list. Indeed, the IE encouraged the abandonment of some non-responsive bids, but agreed to PGE’s
additional attempts to have bidders complete certain proposals.

Since the IE worked closely with the PGE evaluators during the selection of the Final Short-list, and scoring
changes were not substantive, the IE did not independently re-score any bids. We note that portfolio modeling
was not performed. We agreed that would be unnecessary due to the characteristics of the supplies under
consideration.  Every change to scoring proposed by PGE was thoroughly reviewed by the IE. The bids
continuing on to the Final Short-list and those that were released from the RFP are documented in the
Evaluation folder of portlandgeneralrfp.com.
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IE CONFIDENTIAL ATTACHMENT 1

Initial Short List and Released Bids

Submitted to
The Public Utility Commission of Oregon under separate cover as
“Confidential and Subject to Protective Order No. 07-440”
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IE CONFIDENTIAL ATTACHMENT 2

Final Short List with Bids Marked for Release

Submitted to
The Public Utility Commission of Oregon under separate cover as
“Confidential and Subject to Protective Order No. 07-440”

28

244 North Main Street * The Carriage House * Concord, NH 03301 * Tel: 603-229-1644 * Fax: 603-225-4923 * advisors@acciongroup.com




ﬂccion Group

IE ATTACHMENT 3

TOTAL RESPONSES TO PGE RENEWABLES RFP

RFP Response - Discrete Projects /1

/1 Does not include alternative bids on the same projects.
(Previously reported results reported number of bids received

Resource Type #Projects  Total MW Total Mwa MW % MWa %
Biomass 3 77 58 3% 7%
Solar 8 100 15 4% 2%
Geothermal 1 10 12 0% 1%
Wind 21 2,233 731 89% 86%
Wave 1 100 31 4% 4%
Total 34 2,520 848 100% 100%
Released Bids - Discrete Projects /1
Resource Type # Bids Total MW Total Mwa MW % MWa %
Biomass 1 2 2 0% 1%
Solar 61 8 6% 2%
Geothermal 1 10 9 1% 3%
Wind 11 980 336 93% 95%
Wave - - - 0% 0%
Total 19 1,052 355 100% 100%
Initial Short List - Discrete Projects /1
Resource Type # Bids Total MW Total Mwa MW % MWa %
Biomass 2 75 56 5% 12%
Solar 2 40 7 3% 1%
Geothermal - - - 0% 0%
Wind 10 1,254 395 85% 81%
Wave 1 100 31 7% 6%
Total 15 1,468 490 100% 100%
Released Bids Final Short List- Discrete Projects /1
Resource Type # Bids Total MW Total Mwa MW % MWa %
Biomass 2 75 56 11% 24%
Solar - - - 0% 0%
Geothermal - - - 0% 0%
Wind 3 507 147 74% 63%
Wave 1 100 31 15% 13%
Total 6 682 235 100% 100%
Final Short List - Discrete Projects /1
Resource Type # Bids Total MW Total Mwa MW % MWa %
Biomass - - 0 0% 0%
Solar 2 40 7 5% 3%
Geothermal - - - 0% 0%
Wind 7 747 248 95% 97%
Wave - - (0) 0% 0%
Total 9 787 255 100% 100%

including optional bids on same projects)
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IE ATTACHMENT 4

Portland General Electric
Memo to File
December 16, 2008

RE:  Transmission of RFP projects

Transmission for discrete projects in initial short list pool (those projects remaining in the pool after
threshold releases and bid withdrawals but before initial short list selection):

Participated in NOS

No transmission/not in NOS
In PGE Service Territory
Total discrete projects

N
= o1 0o

Transmission for discrete projects selected for the final short list (after releases for initial and final short
lists and one bid withdrawal):

Participated in NOS

No transmission/not in NOS
In PGE Service Territory
Total discrete projects

OIN -~ O
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IE ATTACHMENT 5

Portland General Electric
Memo to File
December 16, 2008

RE:  Wind Integration Costs

The price scoring for the initial short list included the following wind integration assumptions:

e Wind: Based on IRP Tier Il integration cost of $10/MWh in 2006%$ ($10.47 in 2008%)
e Solar and Wave: Based on IRP Tier | integration cost of $6/MWh in 2006$ ($6.28 in 2008$)

Following the Wind Integration Study, the price scoring for the final short list included the following
wind integration assumptions:

e Wind: $12.50/MWh in 2014$ ($10.91 in 2008%$)
e Solar and Wave: No change from initial ($6.28 in 2008$)
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CERTIFICATE OF SERVICE

I certify that on January 28, 2009, | served the foregoing non-confidential version of the

SUSAN K ACKERMAN
ATTORNEY

9883 NW NOTTAGE DR
PORTLAND OR 97229
susan.k.ackerman@comcast.net

w

PACIFIC POWER OREGON DOCKETS
825 NE MULTNOMAH STREET, STE 2000
PORTLAND OR 97232
oregondockets@pacificorp.com

wW

CITIZENS' UTILITY BOARD OF OREGON
LOWREY R BROWN - CONFIDENTIAL
UTILITY ANALYST

610 SW BROADWAY - STE 308

PORTLAND OR 97205
lowrey@oregoncub.org

JASON EISDORFER - CONFIDENTIAL
ENERGY PROGRAM DIRECTOR

610 SW BROADWAY STE 308
PORTLAND OR 97205
jason@oregoncub.org

ROBERT JENKS - CONFIDENTIAL
610 SW BROADWAY STE 308
PORTLAND OR 97205
bob@oregoncub.org

w

DAVISON VAN CLEVE PC
MELINDA J DAVISON

333 SW TAYLOR - STE 400
PORTLAND OR 97204
mail@dvclaw.com

w

ENERGY STRATEGIES INC
RICK ANDERSON

PRINCIPAL

215 SOUTH STATE ST — STE 200
SALT LAKE CITY UT 84111
randerson@energystrat.com

CERTIFICATE OF SERVICE — UM 1345

Final Report of the Independent Evaluator upon all parties of record in this proceeding by
delivering a copy by electronic mail, and by mailing a copy of the letter only by postage prepaid

first class mail or by hand delivery/shuttle mail to the parties accepting paper service.

W

ESLER STEPHENS & BUCKLEY
JOHN W STEPHENS

888 SW FIFTH AVE STE 700
PORTLAND OR 97204-2021
stephens@eslerstephens.com
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NW INDEPENDENT POWER PRODUCERS
ROBERT D KAHN
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1117 MINOR AVE - STE 200

SEATTLE WA 98101

rkahn@nippc.org
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825 NE MULTNOMAH STE 1800
PORTLAND OR 97232
michelle.mishoe@pacificorp.com

PORTLAND GENERAL ELECTRIC
PATRICK HAGER - CONFIDENTIAL
RATES & REGULATORY AFFAIRS
121 SW SALMON ST 1WTC0702
PORTLAND OR 97204
pge.opuc.filings@pgn.com

PORTLAND GENERAL ELECTRIC COMPANY
V DENISE SAUNDERS - CONFIDENTIAL
ATTORNEY

121 SW SALMON ST 1WTC1301

PORTLAND OR 97204
denise.saunders@pgn.com

PUBLIC UTILITY COMMISSION OF OREGON
LORI KOHO

SR UTILITY ANALYST

PO BOX 2148

SALEM OR 97308

lori.koho@state.or.us

Department of Justice
1162 Court Street NE
Salem, OR 97301-4096

(503) 378-6322
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PUBLIC UTILITY COMMISSION OF OREGON
LISA C SCHWARTZ

SENIOR ANALYST

PO BOX 2148

SALEM OR 97308-2148
lisa.c.schwartz@state.or.us

w

RENEWABLE NORTHWEST PROJECT
KEN DRAGOON

917 SW OAK, SUITE 303

PORTLAND OR 97205

ken@rnp.org

w

RENEWABLE NORTHWEST PROJECT
ANN ENGLISH GRAVATT

SR POLICY ASSOCIATE

917 SW OAK - STE 303

PORTLAND OR 97205

ann@rnp.org

W
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