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1 INTRODUCTION

1.1 OVERVIEW

El Paso Electric Company [("EPE") selected Merrimack Energy Group, Inc.
(“Merrimack Energy') to serve as the Independent Evaluator {"IE") for El Paso
Electric's 2023 All-Source Request for Proposals for Electric Power Supply and Load
Management Resources for Texas {2023 All-Source RFP for Texas" or "2023 Texas
RFP"). Merrimack Energy's role as Independent Evaluator began at the time of
develocpment of the RFP and continued through the selection of the preferred
resource(s).

El Paso Electric Company issued its 2023 All Source RFP for Texas on October 31,
2023, with the objecftive of obtaining long-term, supply-side and/or demand-side
resources that are cost-effective, reliable electric resources tc meet EPE's Texas
customer load requirements!.,

EPE issued the 2023 Texas RFP to obtain cumulative long-term capacity of
approximately 600 MW during ifs summer peak periods {May through the end of
September) in two franches:
o The first franche is to fulfill a 300 MW capacity need in the 2025-2027
fimeframe with resources to be online and operational by May 1, 2025 but
no later than May 1, 2027;
o The second franche is for an additional 300 MW to help fulfill EPE'slong-term
capacity needs by 2030 with resources to be online and operational by
May 1, 2030.

The 2023 Texas RFP indicated EPE would consider proposals from Bidders that
would include: {1} Power Purchase Agreements ("PPA"} for the sale of capacity
and/or energy; (2) proposals for EPE purchase of or equity participation in the
Bidder's new or existing generation facllity; {3) bulld-tfransfer agreements ("BTA") %
(4) load management programsimplemented by the Bidder including distributed
generation ("DG"), as well as other proposals that will help EPE achieve its long-
term energy and capacity needs. EPE stated that it may also submit a self-build
in response to the RFP.

ITEPTE issuced a revised version of the RTP document on November 14, 2023, which included clanlication changes
regarding communications with the EPPH team.

2Build Transler Agrecements (“BTA™) are also relerred to by some utilitics as Build Own Transfer (“BOT™)
Agreenients.
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The 2023 RFP stated EPE's preference for capacity resources that can provide
high availability, guaranteed generation output during peak hours in the months
of May through September, as well as guarantee a minimum annual generation
output for renewable energy resources. It also stated EPE would consider
acquiring a single resource or a combination of supply-side and/or demand-side
resources that are proposed and evaluated in response to the RFP.

For the 2023 Texas RFP, EPE proposed to use a single-stage pricing process to
evaluate proposalsin response to this RFP whereby the evaluation and selection
of proposals would be based solely on the proposals submitted on the proposal
due date. Therefore, this RFP doces not contemplate Best and Final proposals.
Bidders would be required to submit their “best” proposals on the initial proposal
due date.? EPE also noted in its 2023 Texas RFP that it would uftilize a third-party
independent evaluator (“IE") to oversee the RFP process. The IE will have access
to all proposals and will actively paricipate in the RFP process.

EPE and Menrimack Energy agreed to a Statement of Work of Merrimack Energy
as the Independent Evaluator. The Statement of Work is consistent with other
competitive bidding assignments Merrimack Energy has undertaken in the
industry in which Merrimack Energy had served as the |E.

The coveriding responsibility of the IE is o ensure that the competitive bidding
process is undertaken in a fair, transparent and unbicased manner with the
objective of providing the best deal or outcome for EPE's customers. In addition,
pecause there is a possible opfticn of a self-build rescurce, one of the roles of the
IE is to ensure that the self-build option does not receive any undue preferential
freatment. The Statement of Work identifies the following high-level requirements
for the Independent Evaluator. More specific and detailed information on the
reguirements of the IE Statement of Work and activities of the IE is contained in
Section Il of this report.

One of the other requirements of the IE is fo submit a Final Findings Report to EPE
which should include but not be limited to: {1) description of the role of the IE;
(2) description and review of the competitive bidding process and evaluation of
proposals; (3) evaluation of the framework and principles for proposal bid
evdluation and selection; and {4) recommendations for improving the RFP
Process.

* The RFP process was designed to base evaluation and selection of proposalen the initial proposalsubmitted due to
the compressed RIP schedule. However, as noted later in the report, TIPTY did aceept best and fmal pricing lor [nal
cvaluation and sclection due o the extended umelrame for the RFP.
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2 ELPASO ELECTRIC’S COMPETITIVE BIDDING PROCESS

2.1 BACKGROUND

As noted, the purpose of the 2023 All Source RFP for Texas was to obtain long-
term, cost effective and reliable electric resources forits Texas customer base that
will commence operations in two franches with the latest online and operational
date being May 1, 2030. EPE also stated that it would consider proposals from
persons and/or enftities {"Bidders") responding to this RFP for delivery of renewable
energy to EPE, and the fransfer of all associated Renewable Energy Cerlificates
or Credits ("RECs"), from supply-side renewable energy resources.

2.2 SUMMARY OF COMPONENTS OF THE 2023 ALL-SOURCE RFP FOR TEXAS

The 2023 Texas RFP clearly identifies the requirements of El Paso Electric regarding
the need for the resources solicited, types of products requested, the term of the
proposals for each rescurce opftion, the amount of capacity in megawatts
("MW"} requested, the timing of requirements, price and non-price factors
considered in the evaluation process, a description of El Paso Electric's existing
system including existing generation rescurces and demand/supply balance, @
description of the role of tfransmission costs and access, and information which
pidders need to incorporate into their proposals. As background, a brief summary
of the key components and provisions of the 2023 Texas RFP are included in Table
1.

Table 1: Summary of 2023 All-Source RFP for Texas Requirements

| RFP Characteristics 2023 All-Source RFP for Texas Provisions
Resource Requirements EPE has a long-term capacity need of
approximately 600 MW which is being solicited in
two franches — (1] 300 MW in the 2025 — 2027
timeframe o be online and operaticnalby May 1,
2025 but no later than May 1, 2027, or (2] 300 MW
by 2030 to be online and operational by May 1,

2030.
Objectives of RFP EPE seeks to obtain cost effective and relable
long-term capacity forits Texas customer base.
Eligibility The following eligibility requirements are listed in
the RFP:

e A Notice of Intent to Bid ("NOI"} s
mandatory for proposals to be accepted;
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The capacity rescurce need is required 1o
pe online and operational no later than
May 1, 2027 for tranche 1 and May 1, 2030
fortranche 2. EPEis not obligated to accept
proposals for projects with CODs after May
1, 2030;

A 33,500 non-refundable filing fee must be
submitted with each proposal that can
include a primary propesal and  an
additional two options. Bidders may submit
up to an additional seven opficns for
proposdl which incurs an additional $1,500
per opftion;

The resource must be eligible for
designation by EPE as a Network Resource
or Energy Resource under EPE's Open
Access Transmission Tariff ("OATT");

Bidders pursuing Network  Resource
Interconnection Service under EPE's Large
Generator  Inferconnection  Procedures,
must submit an Inferconnection Request
under EPE's OATT in the next open cluster
window, which is the 2024 Spring cluster
study. A Bidder's inferconnection reguest
must be submitted by March 29, 2024 to be
eligible toc move into the negotiation phase,
if selected;

Failure to complete and refurn all required
forms, tfables and templates may result in
disqualification of the bidder's proposal;
Proposals are fo include and dencte
anficipated  tax  amounts.  Actual  tax
treatment wil be governed by the final
executed confracts;

EPE required bidders to have and provide
evidence to EPE of a feasible site selected
and at a minimum have a firm option to
purchase or lease fto demonstrate site
control. For sites on federal land such as
Bureau of Land Management, alternate
documentation may be considered:
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All capacity and energy that EPE may
purchase pursuant fc this RFP must be
delivered to the EPE local fransmission
system within EPE's Balancing Authority 1o
ultimately serve EPE's Texasretaill customers;
The bidder must clearly define dispatch
capabllities for the power resource
proposed. The proposal must cutline any
and all capacity and energy limitations;

All supply-side proposals will be required to
establish realtime communicaticns with
EPE's Energy Management System ["EMS")
to provide status information and be able to
receive confrol signals for requirements
such as Automatic Generation Control
("AGC"), curtailment, and dispatch control;
The RFP document also identified specific
regquirements for each resource type and
confract type; and

PPAs for renewable energy resources are to
include the fransfer of associaoted RECs to
EPE at no additional cost.

Reguirements Specific fo
Resource Types

The following requirements are listed in Section 5.0

of the RFP document and are applicable to
specific resource types:

For all renewable resources, EPE prefers the
ability to dispatch/curtail the renewable
energy on an hourly basis. Bidders must
submit thelr proposals by providing the data
required for PPA proposals in Aftachment
9.4. Proposals may only propose capacity
pricing if they include battery storage or
some other method o firm up the energy
output. Proposals that include capacity
pricing must  provide the basis for
measurement to  determineg  the firm
capacity.  Bidders  shall  provide «
predictable, specific methodology for
energy pricing or energy and capacity
pricing on an annual basis. For dispatch-

imited resources, EPE will evaluate the

10
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Effective Load Carrying Capability {"ELCC")
metric 1o quanftify the capacity confribution
of the rescurce. The capacity conftribution
of dispatch-limited resources tfowards a
utility's resource adequacy needs is usually
lower than their full cperating capacity. For
example, variable renewable resources like
wind and sclar have a variable output, for
which their capability to generate af the
times needed for resource adeguacy is
typically less than their rated capacity;

For non-infermittent renewdable resources,
proposals such as gecthermal, bicgas or
biomass should identify and quantify fuel
resource avdilability and ability to secure
fuel resources for the life of the project. Any
dispatchability or output limitations should
be clearly described, including yearly total
output expectations and commitments.
Additionally, typical daily output profiles
should be provided for each month and
any firm commitment amounts should be
conveyed;

For Intermittent Renewable Resource
proposals such as solar and wind, these
proposals should provide annual expected
output profiles, expected yearly energy
cutput and guaranteed/committed yearly
energy output amounts. Inverter-based
renewable resources, like Solar and wind
proposals, are required to uflilize inverters
and  confrols capable of  oufput
regulation/curtailment for load following,
frequency response and voltage support
via EPE'sEMS conftrol. EPEwill place value on
projects offering an ability to better match
generation to EPE'sload in conjunction with
these rescurces. Projects should be «
minimum of 5 MW and proposals with a
nameplate capacity greater than 50 MW
should propose the project in 25 MW

increments;

11
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EPE is inferested in evaluating renewable
energy resources pdaired with batftery
storage  to mitigate and  regulate
intermittency of the renewable energy
resource and firm up the renewable energy
tc make EPE whole in any yvear, and which
may provide regulation, firm capacity
cufput during peak hours, or renewable
energy load shifting. EPE requests that solar
and wind proposals provide an option with
battery storage at 50% of the renewable
energy resource's nameplate  capacity
(AC). If the proposal is also capable of
providing regulating and system support
Bidders should provide operatfing
capabilities and specifications including:
number of expected cycles, charge and
discharge ranges, round frip efficiency and
degradation schedules. All proposals should
be capable of direct monitoring and
control by EPE's EMS system;

Energy storage proposals submitted for the
purposes of serving load during the peak
hours or for load shifting should provide a
minimum of 15 MW for four or eight hours of
cutput and should be capable of mulfiple
discharge and charge cycles per day. If the
proposal s also capable of providing
regulating and system support, bidders
should provide operating capcabiliies and
specifications and

Variable Energy Resources ("VERs") are to
e AGC confrol capable for management
of curtailment commands directly from
EPE's EMS. For energy curtailment
measurement, the bidder shall consent to
using the five-minute VER forecast that is
used in the market to establish the baseline
for any measurement of curtailed energy.

Resource
Alternatives/Product

Proposals to be considered by EPE wil include
supply-side and demand-side enerqgy alternatives

12
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Reguirements/Commercial
Transactions

including distributed generation (i.e.,
interconnection at the distribution grid voltage
level). EPEwillconsider the proposalamrangements
of the following types listed below: {1) Long-term
PPA {term length from 5 years up to 20 years) for
sale of energy or capacity and energy from new
or existing rescurces; (2} Build-Transfer Agreement
("BTA") for standalone renewable generation,
renewcble generation paired with battery
storage, stand-alone  energy sforage, and
conventional rescurces in which ownership would
be fransferred to EPE; (3) proposals for renewable
generation that are initially a PPA, 1o provide a
build-transfer option af year five; {4) Toling PPA for
conventional, gas-fired thermal generation; (5)
proposals for EPE purchase or equity participation
in tThe Bidder's new or existing generating facility;
(6) Agreements for Load Management 1o
participate in energy efficiency and/or demand
response  programs. EPE requires bidders to
include a Right of First Offer and Right of First
Refusal opfion in conjunction with any PPA
proposal.

Bidding Process

EPE proposed a multi-stage bid  evaluation
process which included a single-stage pricing
process to evaluate those proposals that have
satisfied the threshold evaluation of
responsiveness and viability. The steps in the bid
evaluation process include the following steps:

o threshold evaluation
econocmic evaluation
non-economic evaluation
load management resource evaluation
environmental evaluation (if applicable)
selection of proposals and discussions with
Bidders
¢ confract negotiations

Utility Self-Build Opftions

EPE stated in the RFP that it may sulbbmit a self-bid
option in response to the RFP.

Threshold
Reqguirements/Evaluation

EPE initially reviews each proposal 1o determine

whether it safisfies the threshold criteria of:

13




S0AH Docket No. 473-25-14211

Pyls oy lead Bl [~ i~datl

TIEC's 1st, Q. No. TIEC 1-10 Supplemental
Attachment 1
Page 12 of 51

(1) responsiveness, (2) technical viability, and
(3) Bidder financial ability and capability. The
responsiveness review would ensure that the
proposal is complete, follows the guidelines set
forth in the RFP, and includes all information
required for a more thorough review. The
technical viability review would determine
whether the proposalmeets EPE’'s requirements in
areliable manner and within the fimeframe stated
in the RFP. The Bidder financial ability and
capabllity review would determine whether the
bidder has adequate financial capability and
adequate competence, rescurces, and skills 1o
perform its proposal.

Economic Evaluation
Process

Proposals that pass the threshold evaluation will
pe analyzed via a single-stage pricing process to
evaluate proposals, whereby the evaluation and
selection of proposals will be based solely on the
proposals submitted on the proposal due date.
The proposals would be evaluated from a
levelized cost analysis basis and will be compared
to proposals within their rescurce type group and
economic standpoint to determine the proposed
resource’'s relative cost effectiveness in meefing
EPE's requirements. Once grouped, EPE may
select the fop-ranking bids from each group for
inclusion on the shortlist. The shortlisted bidders will
pe modeled in EPE's opfimization model to
deftermine resource portfolic costs for selection of
the winning bid(s). To quantify the capacity
confribution of different energy resource types,
EPE will also evaluate proposals based on the
effective load carry capability ("ELCC") of the
resources. The ELCC of each resource type will
feed into EPE's resource portfolic analyses and
help serve as a basis for ensuring resource
adequacy.

Economic/Pricing
Reqguirements

The economic analysis wil incorporate the
following characteristics of the proposedresource
type as applicable:

o net capacity offer or purchase offer and

capacity costs

14
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s energy costs, including fuel costs

fixed and variable O&M costs

facility /Unit Start-up costs

variable costs impacting production cost
transmissicn and/or distribution system costs
other costs and system impacts

potential  federal regulation of carbon
emission costs, and

o taxes and tax credifs

Non-Economic Evaluation

EPE indicated it may also consider non-economic
criteria not incorporated into the economic
analyses in evaluating each proposal such as
high-level criteria related to:
o development feasibility and completion risk
¢ financial and operational viability
o operating characteristics
other factors, and
EPE financial impact

Resource Selection

EPE may initiate confract discussions with
bidder(s), as appropriate, following areview of the
technical, econcmic, risk, and environmental
factors. The RFP states that EPEreserves the right to
enter into an agreement at any time with a Bidder
who, in the opinion of EPE, would provide the
greatest value 1o EPE and its customers. EPE also
reserved the right to pursue contfracts with other
than the lowest price Bidder or with other than the
Bidder evidencing the greatest technical ability, if
EPE, in its sole discretion, determines that to do so
would result in the greatest value to EPE and its
customers. EPE reserves the right fo enfer info
discussions with mulliple bidders at any time in
order to defermine and pursue what EPE believes
is in the best interest of EPE and ifs customers.

Site Conftrol

EPErequires bidders to, at a minimum, have a firm
opficn o purchase or lease the site, demonstrate
site . control  with  landowners  and  other
stakeholders that may impact the execution of
the land purchase. For sites on federal land such
as Bureau of Land Management, alternate

documentation may be considered.

15
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Transmission Requirements

All energy or capacity and energy that EPE may
purchase pursuant to this RFP must be delivered to
EPE's local fransmission system  {fransmission
system within the EPE Balancing Authority Area) to
ultimately serve EPE'sTexasretail customers. It may
pe possible for proposals between 520 MW o
interconnect to EPE’s distribution system or local
transmission system {depending on location and
feeder/system  characteristics)  which  may
facilitate shorter project lead-times. Given the
amount of planned capacity retirements at EPE's
Newman Power Station, future generation
resources in the general vicinity of EPE's Balancing
Authority area are preferred. However, EPEis open
to all proposals which demonstrate ability to
deliver energy to EPE's load areq, regardless of
proposal arrangement, i.e., PPA or a facility
build/transfer agreement.

Where the Bidder's resource is interconnected to
a third-party fransmission system, and not to the
EPE local fransmission or distribution system, the
Bidder should idenfify in its proposal () the
charges assessed by the third-party transmission
service provider to reach the EPE fransmission
system and (b) the point on the EPE fransmission
system at which the Bidder's energy is 1o be
tendered by the Bidder to EPE. In addition, the
proposal must  be accompanied by
demonstration that the Bidder has {or will) secure
firm  transmission capacity on such third-party
systems from the location of the resource to EPE's
local fransmission system. The Bidder must identify
the total cost t© have its resource delivered to o
substation on EPE's local transmission system and
must include those third-party transmission system
costs in its proposal.

In cases where a resource directly interconnects
tc the EPE transmission system, the Bidder should

identify {a) the point on the EPE transmission

system at which the Bidder's energy is o be

16
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tendered by the Bidder to EPE; {b) whether the
Bidder's resource is currently intferconnected to
the EPE transmissicn system and receiving
interconnection service from EPE or whether the
Bidder has requested interconnection service
from EPE {and the type of inferconnection service
requested]; (c) the current status of the Bidders
generator interconnection request; and {d) the
estimated Network Upgrade costs, if any identfified
in the generator interconnection process ds
necessary to permit the Bidder's generating
facility to interconnect to the EPE transmission
system.

The RFP document also provides guidance for
pidders regarding areas of delivery of power to
EPE's fransmission system that are subject fo
operating limifs since these factors will be taken
into consideration during the evaluation.

The delivery of power to EPE's local fransmission
system into Springerville, Greenlee, and West
Mesa is subject tc the operating limits of the
Western Electricity Coordinating  Councll
("“WECC") Path 47, which wil be faken into
account during the bid evaluations. Similarly, the
Eddy-Amrad transmission line is fully subscribed by
third parties from Empire to Amrad on a firm basis,
which leaves only the portion of the Eddy-Amrad
transmission line from Eddy 345kV to Empire 345kV
available at this time. If the resource is located
cutside of EPE's Balancing Area and s
intermittent/non-dispatchable, the bid must also
include the proposed method of deadling with
regulating and balancing regquirements, and any
associated costs (i.e., battery storage regulation
and regulating services by the host Balancing
Authority Area).

EPE will select the winning proposal(s) after EPE
identifies and evaluates proposals that best meet

its cbjectives and that are comprised of the most
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economic and reliable resources from each
resource type group based upon each rescurce's
total cost delivered 1o the boundary of EPE's
transmission  system. Final selection of winning
proposals will include consideration of whether
the resource proposed requires network upgrades
in order for EPE to receive the energy into the EPE
local fransmission system and/orin order to deliver
the energy to EPE's Texas retail customers by
including those estimated costs. Final selection of
winning proposal(s) will also include consideration
of whether the resource(s) and the Bidder(s) have
demonstrated a commitment and ability to be
ready 1o timely serve EPE load.

The winning Bidders will be required to have in
place or to secure Inferconnection Service as
specified in the EPE Large  Generator
Interconnection Procedures or Small Generator
Interconnection Procedures and sign a Generator
Interconnection Agreement as specified in EPE's
OATT. Bidders pursuing Network Resource
Interconnection Service under EPE's Large
Generator  Interconnection  Procedures must
submit an Interconnection Reguest under EPE's
OATT in the next open cluster window for any
Bidder that is not already in EPE's intferconnection
queue. In addition, the rescurce must also be
eligible 1o be designated by EPE as a Network
Resource or Energy Resource under EPE's OATT.

Bid Fees

A $3,500 non-refundable fiing fee must be
submitted with each proposal. The fiing fee will
apply to a Bidder's proposal and an additional
two alternative opftions. A Bidder may submit an
additional seven options (up o ten total options)
for $1,500 per option. A proposal is defined by
proposal site/location and resource tfechnology
type. An optionis defined cs the same proposal
with varying opftions for nameplate, COD, pricing,
inclusion of battery storage, orinclusion of a Right
of First Offer and Right of First Refusal provision for

A PPA.

18




S0AH Docket No. 473-25-14211

Pyls oy lead Bl [~ i~datl

TIEC's 1st, Q. No. TIEC 1-10 Supplemental
Attachment 1
Page 17 of 51

Information Required of| The RFP contains in Atftachment 9.3 a list of all the
Bidders information required from bidders with regard 1o
submission of their proposals. Bidders must
complete Attachments in Section 9 and Excel
workbook 2023 TX All Source RFP Tables and Input
Templates”. Section 6 of the RFP also identifies the
culline of the proposalby topic area to ensure the
formartis consistent for all proposals.

2.3 BIDDING DOCURMENTS

The 2023 Texas RFP document and website contains a number of Attachments
which bidders were required to complete and submit with their proposals, as
applicable to each proposal type. These include the following:

Aftfachment 9.1 — Nofice of Intent to Bid;

1.

2. Aftachment 9.2 — Nofice of Wire Payment Information;

3. Aftachment 9.3 - Data Required For All Projects;

4. Attachment 9.4 — Additional Data for Purchased Power Agreements;

5. Attachment 9.5 - Additional Data for Equity Purchase {Full or Partial);

6. Aftachment 9.6 — Addifional Data for Renewable Energy or Any
Intermittent, Non-Dispatchable Resources;

7. Aftachment 9.7 - Load Management Required Data; and

8. Aftachment 9.8 - Additional Data for Purchase or Equity Partficipation in the
Bidder's New or Existing Conventional Generation Facility (e.g., Turnkey
Projects).

Additionally, El Paso Electric provided an Excel file Workbook on the website for
the 2023 All Source RFP for Texas (2023 Texas All Source RFP Tables and Input
Templates) which Bidders were also required to complete and submit with their
proposals. These files included project specific information and  pricing
information which EPE could utiize to populate its evaluation models for
undertaking the levelized cost of energy ("LCOE") assessment for purposes of
ranking proposals and selecting a shortlist. The Excel File posted to the website
contained the following tabs:

e 10.1 - General Information Table for All Bids;

e 10.2 - Standalone Renewable Bids:

e 10.2.5 - Standalone Storage Bids;
¢ 10.3 - Renewable Plus Storage Bids;
10.4 — Bid Pricing;
10.5 = Conventional Bids;

19




S0AH Docket No. 473-25-14211

Pyls oy lead Bl [~ i~datl

TIEC's 1st, Q. No. TIEC 1-10 Supplemental
Attachment 1
Page 18 of 51

e 10.5.1 - Conventional Tables;

o 10.6-Load Management;
10.6.1 — Load Management Tables; and
10.7 — 8760 Energy Profile.

The RFP document also included a copy of the solicitation schedule. Table 2
provides the original schedule contained in the final version of the RFP document.

Table 2: Schedule for the 2023 All-Source RFP for Texas

| Event Date
Issue RFP October 31, 2023
Pre-Bid Webcast November 14, 2023
Noftice of Intent to Bid November 21, 2023
Date for Final Submission of December 19, 20234
Questions
Response fo Questions January 5, 2024
Proposal and Fee Due January 26, 2024
Shortlist Nofification February 16, 2024
Notice of Final Bid Selections March 22, 2024
Submittal to Spring Study Cluster for | March 29, 2024
LGIA and SGIA Projects

Any procurement resulting from this 2023 All-Source RFP for Texas is subject to
approval by EPE’'s Board of Directors and the Texas Public Utilities Commissicn.

3 ROLE OF THE INDEPENDENT EVALUATCR

The role of the Independent Evaluater was agreed to by Merrimack Energy and
EPE, as included as Appendix 2 in the Master Consulting Services Agreement
between the parties and is enftitled Independent Evaluator Services Statement of
Work. The general roles of the |IE are defined in Section | (l.e., Infroduction) of the
Statement of Work. Provided below are the more specific roles and activities
which the |[Ewas expected 1o be involved in throughout this competitive bidding
process. As listed in the Statement of Work, the overriding responsibility of the
Independent Evaluatoris to ensure the competitive bidding process is undertaken
in a fair and unbiased manner with the objective of providing the best outcome
for EPE's customers. The discussion in Section IV of the Statement of Work will also

* The orgmal date for [nal submission of questions was revised 10 day s to December 28, 2023 while the date [or
response by TIPTE Lo bidder questions was delayed seven days [rom January 5, 2024 o January 12,2024
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identify the specific roles and activities of Merrimack Energy as the IE in the
solicitation process.

3.1 ACTIVITIES OF THE [E

3.1.1 [E Reguirements

o Review and frack the utility's implementation of the competitive bidding
process from design of the RFP through contract negoftiations, if requested?;

o  Maintain a review and oversight function over the RFF process including:

@]

]
]
]

RFP draft review;

Bidder proposal review;

monitor communications with market participants; and
monitor contract negotiations, if needed.

¢ Report any problems and concerns with the bidding process to EPE to aid
in issue resolution if any arise;

o Review and comment on the draft RFP documents and supporting
documentation with the goal of:

@]

ensuring that the RFP documents are clear and concise with regard
to the definition of the products sought, information required of
bidders, solicitation schedule, and solicitation process;

ensuring the RFP processes and procedures will lead to a fair and
equitable solicitation process and encourage a robust market
response;

ensuring consistency between the RFP, Model Contracts or term
sheets (if applicable) and information required of bidders;

ensuring that bidders are provided sufficient information to allow
bidders to determine how to effectively compete in the process; and
reviewing and commenting on the evaluation criteria, evaluation
process and methodolegy, and ranking and selection process.

o Review and comment on EPE's procedures and policies to ensure that self-
build or affiiate options do not have any undue preferential freatment and
to ensure the process is fair and fransparent;

o Relationship to Bidders

> Tn this solicitation process, Memmack Tinergy was not tasked with monitoring the contract negotiation process by

T:PTi.
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review and crifique EPE's responses to bidder's questions prior to
distributing to bidders;

monitor discussions with shortlisted bidders, if applicable; and
review and monitor communications with  shortlisted  bidders,
including requests for additional information to ensure all bidders are
treated equitably;

o Advisory Function

@]

identify and resolve any issues as they arise, that could affect the
fairness of the process; and

identify “industry best practices” or strategies used by others to
address similar issues; and

¢ Bid Evaluation Protocols and Procedures such as:

@]

@]

review and verify that the bid evaluatiocn was undertaken
consistently with the bid evaluation criteria and protocols for non-
price and price evaluation;

review and verify the shorllist selection process;

review economic modeling approach and price evaluation for
different rescurces (l.e., PPA, self-build. Acquisiticn, locad
management resources, DG resources) and;

review and lock down input assumpticns pricr to receipt of bids.

3.1.2 Receipt of Bids

The IEwasrequired to perform the following functions associated with this activity:
» The |[Eshould be present at bid receipt and opening of bids when there is a
self-build opfion?;
e The IE, along with representatives of EPE will be responsible for receiving
bids, securing the bids, and logging in the bids received; and
e ThelEis required to prepare a high-level summary of the bids received and
compare tc EPE’'s list to ensure all bids are accounted for.

3.1.3 Bid Evaluation and Selection Process

The IE was required to perform the following activities during the bid evaluation
and selection phase of the process:
o oversee the evaluation and selection process to ensure that the process is
fair and objective for all bidders;

% The IE was not present at the bid opening but had access to proposals at the same time as EPE’s team. Merrimack
Inergy and TP s team coordinated on mitial review and summary of the proposals submitted to ensure the parties
were consistent with regard 1o the nuniber of proposals submitied.

22




S0AH Docket No. 473-25-14211

Pyls oy lead Bl [~ i~datl

TIEC's 1st, Q. No. TIEC 1-10 Supplemental
Attachment 1
Page 21 of 51

o read and review all bids relafive to the established criteria;

o meet with the bid evaluation team during the bid evaluation process and
tc "challenge" the results of the bid evaluation process;

o review the modeling inputs, model assumptions, and model methodologies
prior to receipt of bids;

+ thoroughly review and assess all the economic evaluation results, including
model outputs; and

s request supporting documentation, if necessary.

3.1.4 Contract Negotiations

Therole of the IE in contract negotiations includes the following:
o  monitor the contract negofiation process, if required;
e participate in select negoftiation sessions if deemed necessary by EPE,
including all negotiation sessions with any affiliate; and
o review draff copies of the contracts, if applicable.

3.1.5 Reporting Requirements

Therole of the |E with regard to reporting requirements includes:
o identify a “watch list” of issues that needs to be closely monitored during
the process;
e submit a Final Findings Report to EPE which shall include the following:
o description of the role of the IE;
o description and review of the competitive bidding process and
evaluation of proposals;
o evaluation of the framework and principles for proposal evaluation
and selection process; and
o recommendations forimproving the RFP process; and
o fesfify In the contract approval, project approval, and regulatory
proceedings, if required.

4 DESCRIPTION OF THE COMPETITIVE PROCUREMENT PROCESS
THROUGH EVALUATION AND SELECTICN OF PROPCSALS

4.1 OVERVIEW

EPE's 2023 Texas RFP solicitation process was comprised of several phases, with a
number of major activities within each phase. This section of the report will discuss
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each of the RFP phases and the major activities, issues and decisions which
occurred in each Phase. The primary phases of most power procurement
solicitation processes include the following:

1. REP Development Phase — The initial phase includes activities associated
with the development of the RFP documents, bid evaluation process,
methodology and evaluation criteria, outreach activities 1o inform bidders
of the issuance of the RFP, and coordination of project team members. In
addition, at the beginning of this phase, the self-bid team and RFP
management and evaluation team are separated with regard to their
functions in the process before the RFP document preparation begins. The
EPE project team?’ and |E held discussions during this phase to identify issues
and tasks that needed 10 be addressed with regard to the implementation
of the solicitation process and the timing for completing such tasks.

2. Bid Preparation Phase - Once the RFP is issued, the second phase of the
solicitation process generally involves activities associated with proposal
develocpment on the part of the bidders and preparation for receipt of
proposals by the utility. Activities in this phase include implementation of a
Bidders Conference to describe the solicitation process and seek questions
from Bidders, an extended Q&A process after the Bidders Conference to
allow bidders 1o seek responses to questions which aid in the development
of thelr proposals, completion and lock-down of the bid evaluation
methodology and evaluation criteria, and preparation and lock-down of
input assumptions that will be used to ensure a consistent evaluation of all
pProposals.

3. Receipt and Evaluation of Proposals — The third phase of the solicitation
process begins with the receipt of proposals, and includes initial assessment
to ensure the proposals conform 1o minimum or threshold reguirements
listed in the RFP document, and includes evaluation of proposals, selection
of a shorlist {if applicable), submission and evaluation of final offers (if
applicable) and culminates with final proposal(s) selection after a thorough
review of the quantitative and qualitative aspects of the proposals. EPE
initiclly proposed a one-step pricing process for the evaluation and
selection processs because EPE had a short time period 1o select a shortlist

TTiPT:’s project leam [or the RTP was largely comprised of members of the Market Development and Resource
Strategy Department at TP which were responsible [ormanaging the solicitation process and conducting the
evaluation of proposals,

¥ oth approaches (onc-step and (wo-step pricing processes) are commonly used in the mdustry (o evaluate and
scleel proposals.
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and allow shortlisted bidders sufficient time to submit an interconnection
application for the Spring 2024 cluster study process by March 29, 2024.

4. Contract Negotiations— Cnce the final selection list had been identified,
the ufility will then begin confract negoftiations with the selected entities
with the cbjective of executing a final contract with third-party bidders.

5. Regulatory Filing — The final stage in the process is the rescurce approval
stage in which the ufility makes the required filings to the regulatory
commissicns seeking regulatory approval for the resources selected.

Merrimack Energy was primarily involved in the inifial three phases of the
solicitation process. As noted, Merrimack Energy was not requested tc monitor
confract negotiations with bidders. Subsequent sections of the report address the
activities and decisicns in each of these phases.

4.2 PHASE 1 - RFP DEVELOFMENT FHASE

El Paso Electric selected Mermrimack Energy to serve as Independent Evaluator for
the 2023 All Source RFP for Texas, as well as for the 2023 Request for Proposals for
Renewable Energy for New Mexico in August, 2023, before development of the
final RFPs and associated documents?. For both RFPs, Merrimack Energy had the
opportunity to comment on the draft RFP documents and submit questions to the
EPE team to clarify the bid evaluation methodology and evaluation criteria. As a
result, the IEwas involved in the solicitation process from development of the RFP
and development of the evaluation methodology and processes through the
final selection of the preferred resources.

4.2.1 Development of the 2023 All-Source RFP for Texas

EPE provided a draft of the 2023 Texas RFP to Merrimack Energy for review and
comment in mid-October, 2023. The IE had a few comments on the draft RFP, but
the comments were limited as a result of Merrimack Energy'sinvolvement as IE on
the 2023 Renewable Energy RFP for New Mexico, which preceded the 2023 All
Source RFP for Texas by a couple of weeks, and included some similar
reguirements and processes. Merrimack Energy had provided comments and
suggestions onthe 2023 RFP forRenewable Energy for New Mexico and addifional
comments on the 2023 Texas RFP.

¥ The 2023 New Mexico RI’S RFP was issued on October 6, 2023, several weeks before the 2023 lexas RED.
Proposals were due on January 5, 2024 lor the New Mexico RPS RTP, with bids lor the 2023 Texas RTP due on
Tanuary 26, 2024,
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4.2.2 Bid Evaluation Methodology and Evaluation Inpuis & Criteria

One of the inifial areas of discussion between the IE feam and the EPE RFP team
was generaly focused on the development of the appropriate evaluation
methodology and process along with the evaluation criteria that would be used
to evaluate and select proposals submitted in response to the RFP. Since
Merrimack Energy served as IE for the 2023 Renewable Energy RFP for New
Mexico, Merrimack Energy was familiar with the proposed evaluation
methodology for shortlisting and final selection as well as qualitative or non-price
criteria that would also be considered in ranking and selecting proposals. For the
2023 All Source RFP for Texas. the IE was focused on any changes that EPE
intended to make to the evaluation process and methodology relative to the
methodology and processes used by EPE for the 2023 Renewable Energy RFP for
New Mexico.

EPE informed Merrimack Energy during the development of both the 2023 New
Mexico and Texas RFPs that it was planning o use the LCOE methodology to
evaluate and rank proposals by resource category and the PLEXOS'® model for
portfolio optimization based on the shortlisted proposals in the RFP since EPE has
adopted the PLEXOS model for the preparation of ifs previous Intfegrated
Resource Plan. EPE noted it still planned to ulilize its spreadsheet Levelized Cost of
Energy Model to calculate the levelized cost of energy for each bid and for
comparing similar bids (i.e., bids for similar or like resources) against each other.
From a fairness and consistency perspective, the IE's view was that the overall
methodology constructs and input assumptions should be prepared prior to
receipt of proposals. EPE conformed 1o this suggestion.

4.2.3 Safeguards

Because EPEidentified that it may also submit a self-build resource in response to
the 2023 Texas RFP and the 2023 Renewable Energy RFP for New Mexico, one of
the issues was a discussion of the safequards that would be adopted by EPE to
ensure that the self-build resources would have no undue advantage over cther
bidders and that all bidders would be treated fairly and consistently. EPE's RFP
team and the IE held discussions about the safeguards that were in place to
ensure that all bidders would be treated equitably as a follow-up to similar
discussions during the 2021 All Source solicitation processes and the 2023

10 The PLIEXOS model is a capacily expansion soltware that scleets the lowest cost portlolio of resources [rom those
resources modeled that can meet the capacity and energy needs of a utility svstem at the lowest svstem cost.
PLIEXOS optimizes resource sclecetion based on a scl ol speeilic assumplions and constramts that are buill or mput
into the PLTX0S model
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Renewdable Energy RFP for New Mexico. EPE nofified the IE that similar safeguards
would be in place for this solicitation as well. These included the following:

o The feam that would submit the self-build proposals and the team
responsible for management and implementation of the RFP were
separate from both a physical and operational perspective. The “walls”
between the self-build tfeam and the RFP team were established before
the development of the RFP commenced;

o EPErefained the services of Merrimack Energy as Independent Evaluator
early in the development of the solicitation process. Merrimack Energy has
served as Independent Evaluator or similar funcfion on over 180
competitive bidding processes in 23 states and 3 Canadian Provinces;

o The RFP team implemented a secure filing and database system that
would only be accessible to 2023 Texas RFP evaluation feam members.
Files associated with confidential information regarding the 2023 Texas RFP
were stored in a document management system [“Microsoft Teams”) with
restricted access only to select members of the RFP evaluation team.
Microsoft Teams provides a protected database that would be used to
share information about the RFP, proposals received, and evaluation
results among only the evaluation team members responsible for
implementing the RFP process;

e EPEhas a detailed Standards of Conduct and a Code of Ethics in place to
which all employees must adhere and agree to be bound; and

o The self-build team was required to provide all the same information for
their proposal(s) as all other third-party proposals to ensure all proposals
were evaluated based on the same general information.

4.2.4 [ssuance of the 2023 Texas RFP

On October 31, 202311, El Paso Electric issued its 2023 Texas RFP and posted it to
its website. EPE also sent the 2023 Texas RFP documents to @ list of previous RFP
participants and any participants that had requested to be included on the
distribution list. EPE sent nofification to its list of potential bidders regarding
issuance of the RFP andissued the nofification through a press release. EPE stated
in the notification that through the 2023 Texas RFP EPE plans to obtain long-term
capacity resources, including renewable energy for Texas customers by 2030. The
objective of this RFP is to meet the growing customer demand EPEis experiencing,
specifically forits Texas service territory, and to meet the anficipated 2025 summer
peak. EPE's initial resource planning studies project a capacity need of
approximately 300 MW before May 1, 2027 and another 300 MW by May 1, 2030.

1 The 2023 All Source RFP for Texas was issued nearly four weeks after the 2023 Renewable Energy REP for NM
wis issued on October 6, 2023, Tn addition, proposals were due [orthe 2023 Renewable Tnergy RTP for New
Mexico on January 3, 2024, while proposals were due lor the 2023 Texas RIFP on Junuary 26,2024,
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New generation is also hecessary to offset EPE's planned retirements of older, less
efficient generating units. The notice on the webpage also informed prospective
bidders that they had unfil November 31, 2023 fo submit an intent o bid and
identiflied the welbsite link for the full RFP.

The webpage for the 2023 Texas RFP contained information on the Pre-Bid
Webcast scheduled for November 14, 2023 as well as access to the RFP
document and Q&A document. EPE also encouraged interested bidders to
submit questions in advance of the Webcast so that EPE could strive to have
prepared responses available at the Webcast.

4.2.5 OQuireach Aclivities

In addition to providing nofification of the RFP to the participants list, the issuance
of a press release, and information posted to EPE's 2023 All Source RFP for Texas
website that notified prospective bidders and interested parties of the availability
of the RFP, the nofice also identified the welbsite address for accessing the RFP,
and identified the date for the Pre-bid Webcast. The press release was also sent
tc major energy publications and newswires who typically publish information
about power procurement activities. 12

With regard to outreach activities, EPE also sent out formal invitations to over 300
contacts, in addifion 1o issuing the press release. The list of potential bidders
included the contacts from past RFPs, and a list from the Company'srenewable
energy group. 13

4.3 PHASE 2 - PROPOSAL DEVELOPMENT FHASE

4.3.1 Pre-Bid Webcast

A Pre-Bid Meeting (Webcast] was held on November 14, 2023 as scheduled. EPE's
project team manager introduced the RFP project team, staff and the |E, along
with identifying the role of the |IE. EPE’s project team manager also provided an
overview of the EPE system along with a high-level map of its service territory. EPE
also provided an overview of the RFP requirements for long-term electric
resources, Including the amount and timing of capacity and energy requirements
for long-term needs of 600 MW on line no later than May 1, 2030.

12 The T did see mention of issuance of the TIPT All Source RTP or Texas on Daily Tnergy Tnsider, RusinessWire,
and GridMonitor.
B TIPT issued RTPs ot power resources n 2003, 2006, 2008, 201120172019, and 2021 All Source RFPs [or both

Texas and New Mexico.
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The project team manager also provided an overview of the RFP minimum
eligibility requirements for bidders, proposal and contfract structure arrangement
opficns, and transmission service requirements. The project manager also
discussed the solicitation process schedule, emaill address for EPE staff and
general email addresses regarding inquiries related 1o the RFP, bidder registration
requirements and processes, offer forms, tables and templates bidders were
regquired to complete and submit with their proposal. In addition, the project team
manager discussed the confidentiality and public disclosure requirements and
Questions and Answers process should bidders wish o submit questions about the
RFP. EPE estimated that 43 third-party aftendees participated in the Pre-Bid
Webcast.

4.3.2 Questions & Answers

On November 14, 2023, EPE extended the quesfion submittal deadline from
December 19, 2023 to December 29. 2023 and extended the date for EPFE's
response fo questions from January 5, 2024 to January 12, 2024. Over the roughly
two-month Q&A period, EPE received and responded 1o seventy-seven (77)
questions from prospective bidders. EPE posted the Q&A document for questions
received through Pre-Bid Webcast on November 14, 2024 to the public website,
which included nineteen questions and responses. The final document for the
remaining Q&As were posted to the SharePoint webssite on January 10, 2024. The
IE reviewed EPE'sresponses to the questions. The responses posted on the website
were avdilable 1o all bidders. The IE also found that EPE was efficient in preparing
responses to bidders and posted the responses in a timely manner.

4.3.3 Noftice of Intent

EPE received approximately 32 Notices of Infent to bid forms in response to the
NOlrequest for the 2023 Texas RFP. The majority of the NOIs were for solar projects

or solar with storage options.
4.3.4 Overview of the Bid Evaluation Methedology

As noted, EPE proposed to use a multi-phased evaluation process for review and
assessment of the proposals received which included the phases listed below.14
The evaluation process and overall methodoleogy was described in the RFP

HTIPT planned (o ulilize a one-stage or single-stage pricing process (o evaluale all proposals in responsce 1o the RTP,
whereby the evaluation and selection of proposals would be based solely on the proposal pricing submitted on the
proposaldue date. The evaluation process and nethodology was the same lor the 2023 Renewable Tnergy RTP [or
New Mexico.
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document. A description of the bid evaluation methodology and evaluation
process phases is provided below:

1. Threshold Evaluation - review of the proposals received to determine
whether the proposals satisfy the threshold criteria of responsiveness,
technical viabilty, and Bidder financial ability and capability. The
responsivengss review was designed 1o ensure the proposalwas complete,
followed the guidelines set forth in the RFF, and included all information
required for a more thorough review. The fechnical viability review
determined whether the proposal met EPE's requirements in a reliable
manner and for the timeframe stated in the RFP. The Bidder's financial
ability and capability review was desighed to determine whether the
Bidder had adeguate financial capability, adequate competence,
resources and skills fo perform as proposed. At EPE's discrefion, any
proposal deemed materially incomplete or technically deficient may be
excluded from further consideration. EPE also reserved the right to seek
clarification of proposalinfermation or additional proposalinformation from
bidders.

Proposals that passed the threshold evaluation would then be analyzed via
single-stage price evaluation process.

2. From an eccnomic perspective, proposals would be evaluated on &
levelized cost of energy ("LCOE") basis and would be compared to
proposals within their resource type group (e.q., sclar only,solar with battery
storage’s, wind only, wind with battery storage, stand-alone storage, and
conventional rescurces as well as distinguishing PPAs and BOTs) from an
economic standpoint 1o determine the proposed resource's relative cost
effectiveness in meeting EPE's requirements. The economic analysis would
incorporate the following characteristics of the proposed resource: (1) Net
capacity offer or purchase offer and capacity costs and energy costs; (2)
Fixed and variable O&M costs; (3] transmission and/or distribution system
costslé; (4) Other costs and system impacts; (5) Potential federal regulations
of carbon emission costs, if applicable; and (6) Taxes. The best proposalsin
each category would then be selected for the shortlist based on the
original pricing contained in each proposal.

T2 Tor solar with battery storage opuons, TPT organized and evaluated proposalsin which thenameplate capacity Lor
solar and storage wasthesame (le., solarat 100 MW and storage at 100 MW nameplate)and for proposals in which
solar nameplate capacily was twice the size ol the storage nameplate capacity (Le., solarat 100 MW and storage at
50 MW nameplalte).

1% While EPE included estimates of transmission and network upgrade costs in prior REDs, these cost estimates were
not included m this assessment at this stage m the process since many projects were mn the carly stages ol
development and would be required Lo enter the spring Study Cluster for the LGTA process.
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EPE used three spreadsheet models o calculate the LCOE as part of
conducting the initial evaluation of the proposals received: (1) @
spreadsheset model for PPA proposals including solar, wind, storage and
other renewable only bids; (2) a revenue requirements model for cases
where EPEwould own the project and include the project in rate base li.e.,
self-build, build-fransfer for EPE to purchase the proposed generation
resources for standalone solar and solar paired with storage, and proposals
for EPE purchase or equity participation in the Bidder's existing generating
facility); and {3} an extension of the PPA spreadsheet model for evaluating
the combination of renewable resources and energy storage opftions by
calculating the levelized cost of renewable energy plus separate or
pundled sftorage costs given the round-frip efficiencies proposed for
charging and discharging the battery or storage facility.

The use of spreadsheet models to evaluate the LCOE values for various
resource types and confract options was based on the expected energy
generation profile, as provided by the bidder. Thus, for renewable
resources, EPE used the estimated generatfion or generation profie
provided by the bidder;

. EPE would also conduct an initial risk assessment focused on non-price
factors in conjuncticn with the economic analysis for informing selection
decisions. The risk assessment would be performed for all proposal options
for assessing the reasonableness of the proposed COD. High-level non-
economic criteria included: (1) development feasibility and completion risk
criteria such asinterconnection, permitting and site status; {2) financial and
operational viability; (3) operating characteristics; and {4) other factors or
criteria;

. EPE also noted that proposals will be evaluated from an environmental
standpoint 1o determine whether existing resources are in environmental
compliance with current regulations and that proposed facdilities can be
permitted within the fimeframe indicated. Overall environmental impact of
the facilities will also be addressed,;

. Following review of the proposals from an economic and non-economic
perspective, EPEwould select the top-ranking bids from each group for the
overall shortlist. The shortlisted proposals would be modeled in EPE's
oplimization model(s) 1o determine the winning bid(s). EPEwould then enter
into contract negotiations with proposals that in the opinion of EPE provided
the greatest value to EPE and its customers. EPE alsc indicated it reserved

31




S0AH Docket No. 473-25-14211

Pyls oy lead Bl [~ i~datl

TIEC's 1st, Q. No. TIEC 1-10 Supplemental
Attachment 1
Page 30 of 51

the right t© pursue contracts with other than the lowest price bidder if EPE
determined that to do so wouldresult in the greatest value or lowest risk to
EPE and its custcmers.

The LCOE models were desighed to calculate the levelized cost of each bid
pased on the pricing proposal submitted by each bidder subject to the input
assumptions developed by EPE prior to receipt of bids. Separate LCOE models
were developed for PPA options and for utility-owned or Build Transfer Agreement
options. EPE planned to calculate two metrics using the spreadsheet models: (1)
the models calculated the net present value of the fotal cost stfream for each
proposal over the confract term or economic life of the project divided by the
net present value of the generation cutput over the same term: and (2} the
models calculated the annual annuity of the fotal cost stream foreach proposal
over the contract term or economic life of the project divided by the average
annual energy over the same ferm.

For utility-owned projects, the cost stream included the capital cost associated
with constructing the project aswell as the cost of operating the project.!” Annual
costs ("Utility Revenue Requirements") were discounted based on the ufility's
discount rate. The present value of revenue requirements was calculated as the
sum of the discounted annualrevenue requirements. The Levelized Cost of Energy
("LCOE") was then calculated as the present value of revenue requirements over
the life of the resource divided by the present value of the annual Megawatt
hours {"MWh") generated by the project. An LCOE value was calculated by EPE
for all offers in 2024 dollars. These spreadsheet models are best used to assess the
costs of similar projects and select the best proposals or a short list of proposals
from a group of similar projects.

As |E forrecent EPE RFP's, Merrimack Energy reviewed and commented on EPE's
spreadsheet models designed 1o calculate the LCOE values for each resource
type, including the PPA options, combination of renewable resources and energy
storage and a revenue requirements model designed 1o evaluate ufility
ownership options, which could include a self-build resource, purchase of an
existing generation asset, or a Build-Transfer option built by a third-party on a
bidder ownedsite. For example, Merrimack Energy had reviewed EPE'seconomic
analysis of proposals submitted into the 2023 Renewable Energy RFP for New

17 For a project owned by the utility, the cost of service is based on utility annual revenue requirements associated
with the project.Tor a FPA or tolling serviee agreement, the model assessment would be based  upon a combination
ol an energy charge, capacity charge, Mxed O&M charge, vanable O&M charge and el costs neluded n the
bidders pricing proposalthat was applicable for the specific resource. For renewable resources such as solar and
wind, an energy charge would likely be the only charge appheable, while for a solar plus storage projeel oplion,

costs could melude both an energy charge (For solar) and capacily charge (for storage).
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Mexico. During the review, Merimack Energy discovered several errors in the
evaluation of PPA proposals associated with iming and term consistency as well
as errors associated with Production Tax Credit ("PTC") freatment for self-build
and Build Transfer Agreements. Corrections were made to the models prior to the
evaluation results for the 2023 Texas RFP. Merrimack Energy and EPE project team
staff conducted several discussicns during the New Mexico and Texas RFP
processes dbout the revenue requirements model to ensure the model contained
consistent assumptions and methodologies to reflect the valuation of a cost-of-
service resource option in light of the requirements associated with
implementation of the Inflafion Reduction Act.’® In additicn, the EPEteam and IE
also met with E3 1o discuss the implications of the Inflation Reduction Act on the
tax incentive and regulatory constructs for evaluating utility ownership options
relative to PPA options on a level playing field and in a consistent manner.

As noted, in addifion fo the economic evaluation, EPE also considered several
non-economic factors in its evaluation, including factors associated with viability
of the project including, but not limited o financial risk, technology risk and
project execution risk. The IE reviewed the proposals with regard to the LCOE
evaluation results as well as from the perspective of identifying project viability
issues asscciated with each proposal, if applicable.

Under the original schedule for the 2023 Texas RFP, EPE intended to select a
shortlist by February 16, 2024 and annocunce contract award by March 22, 2024
after conducting ifs portfolio optimization assessment on the shortlisted proposals.
EPE informed Merrimack Energy that it intended to ufllize the PLEXOS model to
assess unigue resource portfolios of shortlisted resources across a range of
different planning cases to identify the most cost-effective resources that would
be capable of meeting the capacity and energy needs of EPE's system
reguirements at the lowest reasonable cost. The modeling of proposalsin PLEXOS
would be based on EPE's 2023 IRP process.

4.3.5 Transmission System Impact Assessment

As previously described, the RFP document also provides a substantial amount of
guidance to bidders regarding fransmission system issues and requirements. The
RFP requires that all energy or energy and capacity that EPE may purchase

I¥ Memimack Energy suggested during the RFI development process that EPE consider asking B3 to review EPE’s
revenue requirenients model W ensure the nodel aceurately caplures the tax benelits (e, Investnent Tax Credits
(“ITC”) and Production Tax Credits ("PTC™) and treatment ol the tax eredits (Le., nommalization accounting)
meluded in the Inflation Reduction Act and accurately included all required costs and input assumptions in the
revenue reguirements model belore proposals were reecived meludmyg Fixed and Vanable O&M costs, propertly
Laxes, Insurance costs, land lease costs, degradation, round-np clTicieney and on-gomg capital expenditures.
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pursuant to the RFP must be delivered to EPE's local fransmission system
(fransmission system within the EPE Balancing Authority Areq) fo ullimately serve
EPE's Texas retail customers.

One of EPE's RFP project team concerns was the implication of transmission
constraints and cost on project evaluation and selection. As EPE noted, the
company system is constrained by transmission import limits given its physical
location as a terminal point in the WECC.1?

As noted in the 2023 Texas RFP document, delivery of power to EPE's local
transmission system into Springville, Greenlee and West Mesa is subject to WECC
Path 47 cperating limits and this factor will be taken into consideration during bid
evaluation. Furthermore, if the resource is located outside of EPE's Balancing Area
and is intermittent/non-dispatchable (e.g., solar and wind), the bid must also
include a proposed methocd of decling with regulating and balancing
requirements, and any associated costs (i.e., battery storage regulation and
regulating services by the host Balancing Authority Area Cperator).

Where the Bidder's resource is directly interconnected to the EPE transmission
system, the Bidder should idenfify in its proposal {a) the point on the EPE
transmission system at which the Bidder's energy is 1o be tendered by the Bidder
to EPE; {b) whether the Bidder's rescurce is currently interconnected to the EPE
fransmission system and receiving inferconnection service from EPE or whether
the Bidder has requested interconnection service from EPE (and the type of
interconnection service requested); (¢} the current status of the Bidder's
generator interconnection request, and {d} the estimated Network upgrade
costs, if any, idenfified in the generator intferconnection process as necessary o
permit the Bidder's generating facility to interconnect to the EPE transmission
system.

EPE stated that it will select the winning proposal(s) after EPE identifies and
evdluates the proposals that best meet its objectives and that are comprised of
the most economic andreliable resources from each resource type group based
upon each resource’s total cost delivered to the boundary of EPE's fransmission
system. Finalselection of winning proposal(s) willinclude consideration of whether

1% Where the bidder's resouree 1s mlerconneceted o a third-party transmission system, and not w the TPTE local
transmission or distribution sy stent, the bidder should identily m its proposal () the charges assessed by the third-
party transmission service provider, including applicable ancillary services, to reach the EPE transmission svstem;
and (b) the point on the T'PTE transmission system at which the bidder's energy s o be tendered by the bidder o
I'PTi. Tn addition, the proposal must be accompanied by a demonstration that the bidder has (or willy sceure (m
transmission capacity on such third-party svstems, from the location of the resource to EPE's local transmission
svstem. The bidder must also identily the total cost o have its resource delivered o a substation on TTPTVs local
transmission system and must melude those thid-party transniission sy stent costs nils proposal.
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resources proposed require network upgrades in order for EPE t© receive the
energy into the EPE local transmission system and/orin order to deliver energy to
EPE's Texas retail customers by including those estimated costs. Final selection of
winning proposal(s) also willinclude consideration of whether the resource(s) and
bidder have demonstrated a commitment and abillity to be ready to serve EPE
load in a fimely manner.

The winning bidder(s) will be required to have in place or to secure
Interconnection Service as specified in the EPE Large Generator Interconnection
Procedures {Network Resource Interconnection Service or Energy Rescurce
Interconnection Service) or as specified in EPE’'s Small Generator Interconnection
Procedure, as applicable and sign a Generator Inferconnection Agreement as
specified in EPE's Open Access Tariff. In addition, Bidders pursuing Network
Resource Interconnection Service must submit an Interconnection Request under
EPE's OATT in the next open cluster window, for any bidder that is not already in
EPE's interconnection queuve. For this RFP, the required cluster study is EPE’'s 2024
Spring Cluster. A Bidder's Intferconnection Request must be submitted by March
29, 2024 to be eligible to move to the negotiation phase, if selected.

Awarded proposals must submit into the Spring 2024 cluster study. EPE noted that
if any unforeseen circumstances arose that delay the RFP award process, EPEmay
request that shortlisted proposals submit into the Spring cluster study pending
award.

During the RFP, the EPE RFP project team worked with other departments within
EPE during the evaluation process 1o ensure all projects that were eligible 1o be
considered for selection were evaluated to consider the impact of each potential
preferred proposal on import capability, fransmission line loading, voltage and
frequency support. This input would be used to determine any system upgrades
that would be essential to maintain areliable grid. As described later in this report,
EPE's Transmission Group, or System Planning and Interconnection Department
(“SPI'") assessed the status of shortlisted proposals in the interconnection process,
substation readiness fo inferconnect atf the proposed POl estimated
interconnection facilities required, the estimated fimeline to complete the
facilities after execution of the LGIA, estimated tfimeline to complete the facilities,
and the calculated in-service date timeline given the known information about
the EPE system.

The requirements outlined in the RFP and methodology used by EPE were
designed to ensure that all proposals are fairly freated from a fransmission access
and timing perspective for getting the projects cn-line. Based on current market
conditicns, EPE's perspective was that transmission related issues can have @
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major impact on project success and timing. Based on EPE's capacity needs, EPE
utiized the internal analysis on the estimated fimelines for completing
interconnection facilities to assess the viability of the project's on-line date.

4.4 PHASE 3 - RECEIPT AND EVALUATION OF PROPOSALS

4.4.1 Receipt of Proposals

Proposals were received on January 26, 2024 as requested. EPE received a robust
response from the market. Some of the projects submitted were also bid into EPE's
2023 Renewable RFP for New Mexico. All proposals were submitted by bidders
directly into their specified SharePoint Channel folders. Merrimack was able to
access and download all proposal documents after the offer submittal deadline.
Merrimack Energy reviewed the proposals and prepared a summary of the
proposals and alternatives submitted and reviewed EPE's list fo ensure the
Company and |E had accounted for all proposals and options received. EPE
received a tfotal of eighty-seven (86) alternative proposals from fourteen (14)
Bidders who submitted thirty (30) separate and unique projects?0. The proposals
submitted represented a diverse range of technologies (see Table 3 below) and
contract structures, including Power Purchase Agreements, Build-Transfer options,
and self-build options. In addition, Bidders submitted a number of alternative
proposals or proposal options which included different project sizes, in-service
dates, solar and storage project structures, and contract terms.2! Table 3 below
lists the proposals by product type.

Table 3: Summary of the Proposals Received by Type of Project

Product/Technology | Number | Number of PPA BOT/Sell- Unique Total MWs2
of Alternative | Options Build
Projects | Proposals Options
Solar PV [ 10 | 14 | 9 | 5 [ 1,400

* The thirty unique and separate projects reflect the unique project only without consideration whether a proposal
mcludes the same project bid as a solar project as well as a solar plus storage project. Column 2 of Table 3 includes
the numberof separate projectssuch asa project bid asa solaronly and solar plus storage resource. For example, the
DESRI Santa Teresa project was submitted as both a solaronly as well as a solar plus storage project. Column 2
ncludes the same project in both categories. which explains the difference between the number of projects in Table
3. Column 2 (41) relative to the number of unique and separate projects (30) described in the paragraph above.

=L All bidders for solar projects with the exception of one bidder (with three projects) submitted both solar and solar
plus storage options.

2 The total Megawatts reported in this column reflect the unique capacity offered by each project. The values
reported also reflect the largest option proposed for that unique project in MW. For example. if’ a bidder offered
proposals for both standalone storage and solar combined with storage. the amount of MW reported reflects only
one nameplate solar amount since the projects are mutually exclusive. EPE can either select a solar only option or a
solar plus storage option for the same project but not both options.
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Solar PV and 15 25 22 3 2,971/1985.50
Storage

Stand-Alone 8 34 30 4 1,325
Storage

wind ] 2 ] 1 396
Thermal 5 4 ? 1,015
Linear ] ] | 19.5
Generators

Transmission ] ] 0 1

Total 41 86 62 24

In summary, there were eighty-seven alternative bids submitted. Totalunique solar
capacity was 1,400 MW while the fotal unique standalone stforage capacity
offered was 1,325 MW. Solar plus sforage capacity represented the largest
amount of nameplate capacity, and the largest number of projects submitted.
Of the 15 solar plus storage projects submitted, ten projects included nameplate
capacity of 2 1o 1 solar to storage (i.e. if a bidder offered 100 MW of solar, it also
offered 50 MW of storage capacity), while five projects offered the same solar
and storage nameplate capacity {i.e., 100 MW of solarand 100 MW of storage).23
Standalone storage represented the largest number of proposal opftions, but this
is aftributed to one bidder offering two projects and 10 opfticns for each project.
There were also a number of project proposals that included both PPA and BTA
opfticns for the project submitted. Also, EPE offered a number of self-build options
that included solar, solar plus storage, standalone storage, and thermal options.
The EPE self-build team submitted proposal options for seven different resources
that included stand-alone storage, solar, solar plus storage, and natural gas
turbine technologies {including one option as O&M only for the Palo Verde power
plant). Table 4 provides a high-level summary of the self-build opfions and
technologies submitted for each resource by the EPE self-build team.

2 There was an meonsisteney between the Tesas and New Mesico RFPs wath regand 1o the size requirements
associated with solar and storage capacity, For the example, the Texas REP requires that the battery storage
componenl should be a 4-hour duration batlery with a MW size thatis 50% ol the renewable energy resouree’s
nameplate capacity (AC). The New Mexico RIP has a requirement that the batlery storage and solarnameplate
capacity should be equal. Since project developers submitted proposals that included both size consideration, EPE
developed shorthsts [or cach size optlion rather than rejectmg proposals as non-conlomming. Memmack Fnergy
agreed with this deetsion to allow more options lor evaluation.
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Table 4: Self-Bulld Proposals Submitted

Project Solar | Storage | Solar& | Thermal® O&aM
Storage
v

Black Mountain v v
Newman Buffer v v v
Copper Power Station
Montana Power Station
Newman Power Station
Rio Grande Power Station
Palo Verde 3 v

NEYRNEN

Merrimack reviewed all proposals in the several days following the submittal date
and developed a full summary of proposals and collaboratively developed a list
of clarification questions for each of the bidders.

4.4.2 Review of Proposals and Follow-Up Questions to Bidders

EPE's objective was to evaluate proposals individually and in combination to
identify the best proposal options to meet EPE's capacity and energy
requirements. The first step following receipt of proposals was for the project team
fo review the proposals, determine if the proposals were conforming to or in
compliance with the eligibility and threshold requirements?s of the RFP, and that
the bidders provided the appropriate bid fees.?¢

After reviewing proposals, EPEand the |IE developed a list of clarification questions
that were sent out to bidders to ensure the bidders provided a complete proposal
and provided clarification of any information that was not clear. Several bidders,
including EPE's self-build team, provided additional bid documents as requested
to ensure a complete and conforming proposal. The |[E agreed with EPE's
approdch to maintain flexibility with regard to allowing bidders to comply with
proposal requirements. During the review of proposals, the EPE team and the |E
identified follow-up questions for a number of bidders to ensure the appropriate

24 EPE offered two options for the Montana Power Station. two options for Copper Power Station, two options for
Rio Grande Power Station, and one option for Newman Power Station, as well as one option for Palo Verde 3. All
options proposed by EPE forthermal generation options had a 2030 in-service date and would therefore be classified
as Tranche 2.

** The Eligibility and Threshold requirements are listed in Table 1. As noted later in this report, EPE eventually
classified two proposals as non-conforming

20 EPE did determine that every proposal submitted an appropriate bid fee.
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information was provided so that all bids could be effectively and fairly
evdluated.?

During the conformancereview period after receiving responses from the bidder,
EPE determined that two proposals were non-conforming. The Transmission
project proposal was deemed non-conforming for this RFP due to lack of pricing
information and that nc generation options were included with the transmission
opficns. Inaddition, cne variant associated with one of the project proposals was
classified as non-conforming. This variant was an offer for a development-sale
variant whereby the Seller will sell the project to EPE during project development.
However, there was insufficient information provided to allow for an evaluation of
the offer variant. The other four Apollc Energy Storage variants were evaluated.
Merrimack Energy agreed with classification of the two proposals as non-
conforming.

EPEand the |E discussed whether one proposal for a Linear Generator technology
would be eligible forselection. EPEconducted due diligence on the proposaland
made the determination based on the technology being unproven and in the
early stages of development. EPE nofified Merrimack of their determination on
February 24, 2024. The |E was in agreement with this defermination.

4.4.3 Evaluation of Proposals

During the conformance and evaluation period, EPE and Merrimack Energy held
daily check-in calls to discuss the proposals, bidder responses to clarification
questions, and evaluation progress. EPE's team worked quickly and diligently to
get questicns answered so that the evaluation inputs were accurate and
complete. EPE initially conducted the LCOE calculations for the bids using the
spreadsheset models previously identified. EPE sent a summary of the solar and
solar plus storage PPA proposals, which also included preliminary LCOE results, to
the IE on February é, 2024. The spreadsheet provided also included the initial
evaluation models used to calculate the LCOE values. EPE also provided copies
of the Revenue Requirements models for those proposals offering a BTA option,
self-build, or other resource options which EPE would own. Mearrimack Energy
reviewed the model runs and found a few minor errors in the model runs. 28 As
noted previocusly, since the proposals for the 2023 Renewable Energy RFP for New

27 Questions on issues such as appropnate prnemg mechanisms, pnang components, generation profiles, degradaton
rates assumed, whether or not augmentation was included for stora ge eptions, assurance that BT A options included
all relevant costs, and clanlication of the Commereial Operation Date (FCOD™).

28 Tor PPA options, Mcemmack Fnergy [ound a lew cases with meonsistencics thal were [ixed, includimg: (1)
modeling of a few proposals which included a partial vear for solar but a full vear for storage costs based on the
COD date proposed; (2) consistent property tax rales lor BTA options; and (3) use of consistent degradation rates
[orsolarBBTA oplions. All errors were venfied and corrected by TIPTE as part ol its evalua tion process.
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Mexico were evaluated before the proposals for the 2023 Texas RFP, almost all of
the errors were corrected for the Texas proposals prior 1o the evaluation process.
The IE focused its review on the Revenue Requirements models 1o ensure
consistent evaluation of BTA and self-build proposals.

While EPE was focused on completing the inifial LCOE cost assessment as the basis
for selecting a shortlist, EPEproject tfeam members were also involved in preparing
the PLEXOS model? to undertake the portfolio evaluation that would incorporate
the shortlisted proposals. EPEretained the services of Energy and Environmental
Economics Inc. {"E3"} to assist with the development and implementation of the
PLEXOS model for evaluating portfolio options. E3 worked closely with the EPE
project team throughout the process in preparing the inputs for the PLEXOSruns,
reviewing the oufputs, making necessary adjustments tc the input information
contained in the model, and testing for accurate and consistent results.

Merrimack alsc attended several meetings with EPE and E3 fo discuss the
evaluation inputs and assumptions to be used in the portfolio analysis. However,
Merrimack Energy was not involved in sefling up and running the PLEXOS cases.
E3 also reviewed the LCOE models and results, particularly the build-own-transfer
proposals, in the shortlist development phase as well. As noted, Memimack
submitted a few questions to EPE during the model review phase that included
topics arcund the input assumpftions being used, BOT LCOE calculations
(particularly hybrid options), the storage-only model assumptions {O&M costs,
augmentation, and degradation), and ITC normalization calculations. Based on
feedback from Memrimack and E3, EPE made adjustments to the models and
provided the final models on February 27, 2024.%°

As a result of the additional review and adjustments made to the LCOE models
as described in the previous section, EPE extended the timeline for shortlisting o
couple times. On February 16, 2024, EPE nofified bidders that the Shortlist
Noftification date had been extended to February 23, 2024 due to additional time
needed to finalize proposal evaluations. On February 23, 2024 EPE informed
bidders that the shortlist nofification date has been extended another week from
February 23, 2024 date 1o March 1, 2024. The EPE team and IE each identified
potential shortlisted proposals for consideration and discussed shortlisted options.

2 As [T for several large-scale All Source soheitations, Memmack Tnergy 18 scemng the PLTEXOS model bemg used
[or portfolio optimization by more and more utilitics.

30 As noted previously, since Merrimack Energy also served as LE forthe 2023 Renewable Energy RED for New
Mexico which preceded the 2023 Texas RTP, Menimack Tnergy had the opportunity 1o review the revenue
reguirements model used by TTPTE o evaluate BOT and sell-build options. In undertakmyg that review Memmack
Energy found an inconsistency with the treatment of Production Tax Credit (I°I'C) benefits for self-build and BOT
projects and also raised questions aboul the lMxed O&M costs used lor evaluating solar only options and solar plus
slorage oplions,
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EPE and the |Eagreed on selection of a robust shortlist in late February. Following
review of the LCOE models and results, the EPE feam developed a preliminary
shortlist based on LCOE rankings and sent the project list to their internal
Transmission team to conduct a deeper analysis of the interconnection viability
of the shortlisted projects.

4.4.4 Shortlist Selection

When considering project options to be included on the initial shortlist, EPE
considered projects based on buckets of resource categories by technology
type. transaction sfructure, and procurement franche. The first franche was
designed to focus on meetfing EPE's 300 MW capacity need in the 2025-2027
timeframe. Projects with an online date of May 1, 2027 or earlier were eligible to
meet franche 1 requirements. The second tfranche was for an additional 300 MW
of capacity to meet EPE's long-term capacity needs by May 1, 2030. As a result,
projects with an online date after May 1, 2027 up through May 1, 2030 would be
eligible for franche 2. EPE determined an inifial shortlist that was comprised of
thirty-eight (38) proposal options that included all technology and fransaction
types submitted, which includes nineteen proposal (19) options in Tranche 1 and
nineteen (19) proposal options in Tranche 2. Twenty (20) unique projects were
selected forthe shortlist, with several projects included in multiple categories (e.g..
included in both the solar and solar plus storage categories).

EPE sent out nofifications to the bidders on March 1, 2024 for both selection to the
shortlist and non-selection. The initial shortlist of projects selected by the resource
category is summarized in Table 5.

Table 5: Proposed Initial Shortlist

Resource Category | Number of Number of First Tranche Second
Projects Options MW3! Tranche
MW
Solar PPAs 3 3 150 375
Solar BOTs/Self-build 4% 4 500 0
Solar plus Storage 5 8 550 600
PPA

1 The megawatt amounts in this column and the next reflects the nameplate capacity of the projects mcluded on the
shortlist n each tranche. For the solar plus storage category, the solar nameplate capacity is reported. In cases where
a project proposal was selected with options in both tranches. the megawatt amounts offered are included in both
tranches to reflect the fact that the PLEXOS model could select options in either tranche 1 or tranche 2. The [E
cautions that the megawatt amounts are not additive but generally reflect the amount of capacity from which the
model can choose.

32 This includes two self-build projects, one altemative each.
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Solar plus  Storage 3 3 350 300
BOT/Self-build
Stand-Alone Storage 3 9 400 350
PPA
Stand-Alone Storage 2 2 150 0
BOT/Self-Build
Wind3s ] 2 0 396
Natural Gas 4 7 0 522

EPEnoted in thelr selection notification letters 1o shortlisted bidders that thisis “only
an invitation for the projects listed to move to the next stage in the evaluation
process”. The letter also reminded shortlisted bidders that the "owarded resource
that results from this next stage in the evaluation process is required to submit an
interconnection request by March 29, 2024, 1o be included in EPE's 2024 Spring
Study Cluster”. Given the upcoming queue cluster study interconnection
application deadline, EPE wanted to provide the inifial selection nofification
letters with adequate fime for bidders 1o submit their applications.

Following shortlisting, EPE sent questions to each of the shortlisted bidders. One
request was for bidders to complete a Curtaiment Input Form to understand
curtailment penalty information included in their proposals to be updated to the
SharePoint website. A second request was for bidders o complete a
questionnaire that included more detailed questions regarding the following
information: {1) The bidder's expected and guaranteed COD; (2) Provide a
description of underlying assumptions as well as the fimeline for the expected and
guaranteed CODs; {3) Provide an update to the project's inferconnection status
and progress made since submittal of the proposal; {4) Provide a detailed
schedule and plan for completing interconnection and network upgrade
facilities in sufficient time to meet COD; (5) Identify whether the Bidder has hired
an independent consultant 1o assess interconnection and network upgrade
requirements and costs; (6) Provide the lead times for major equipment and
identifiers potential suppliers; {7) Provide any updated hourly 8,760 generation
profiles; (8) Provide updates to IRA tax credits and progress made since proposal
submittal; (?) Confirm the duration of the BESS if applicable; (10} Provide the
number of cycles for the BESS; {11) Restate the life of the BESS; and {12) Provide
the life of the inverters and proposed replacement cost on a $/kW basis. Bidders
provided reasonable responses to these questions.

33 One wind project was proposed. The bidder ofTered the same sive project under both a PPA and BTA contract
strueture.
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On March 8, 2024, EPE sent Merrimack Energy a draft of the System Planning and
Interconnection Department’s {“SPI") Interconnection Assessments4 for eleven
projects, a narrcwed down list from the twenty unique shorllisted projects.

On March 22, 2024, EPE sent a notice to shortlisted bidders that selections will
occur no later than May 15, 2024. EPE encouraged bidders fo submit applications
into EPE's Spring 2024 interconnection queue cluster that would close on March
29, 2024. EPE extended its final selection deadline in order to allow for additional
time to further evaluate proposals, particularly to better understand the
interconnection and transmissicn constraints as defermined by the System
Planning and Interconnection department, in order to reduce the number of
shortlisted proposals. Due to time and personnel constraints, EPE needed to
reduce the number of projects included on the shortlist in order to conduct the
PLEXOS runs as well as for the SPlteam 1o conduct their analysis.

While Memimack stated its preference not 1o reduce the shortlist withcut
conducting further evaluation, Merrimack provided thoughts on a potential path
forward with the recommendation to conduct the transmission analysis on
projects in the first COD franche inifially and then conduct the transmission risk
analysis on the second tranche later when the staffing concerns for completing
the fransmission assessment would be alleviated. EPEdetermined that it would be
pest 1o follow this process and pricritize the analysis on franche 1 projects for Texas
as well as the RPS requirements through the New Mexico RPS RFP in order to
determine their interconnection viability and risks in meeting the proposed COD.
After further discussion with Merrimack Energy, EPE followed Merrimack Energy’s
recommendation to develop a set of qualitative criteria to be applied uniformly
and consistently across the remaining shortlisted proposalsrelating to transmission
and interconnection risk that would be used by EPE'sinternal fransmission in their
analysis.

EPEcompleted and presented their analysis to the [Eon April 26, 2024. The analysis
included estimated timelines to complete the LGIA, POl substation upgrades, PO
transmission upgrades, and the estimated fimeline for eleven projects.s® Based on
SPI's analysis, there was only one viable proposal that could meet the tranche 1
COD requirements. However, this project would not be able to meet EPE'sentire
300 MW capacity needs by May 1, 2027. The SPI analysis concluded that other

* The analysis condueled by the SPT was desigmed 1o evaluate the viabality ol the COD identiled by cach shorthisted
bidder relative to the estimated time it could take to complete the necessary interconnection and network upgrade
[aeilities in order W interconnecet the project to the TEPT system. Ttis Memmack Tinergy “s experiencee that this is a
Major i$sUe In most power procurement processes W ensure scleeted projects can be completed and i serviee o
meet the timing of utility requirements to meet reliability requirements.

3 Tive projeets and the Sell-build conventional resource propesals were nol evaluated m the transmission analysis.
The projeets that were not evaluated had a proposed COD that would qualify Tor tranche 2.
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projects which proposed a COD date that would qualify for franche 1 would not
be able to complete the necessary facilities o achieve COD during the franche
1 window. The maijocrity of these projects proposed to submit an interconnection
request into the Spring 2024 interconnection queue cluster study process.

4.4.5 Portfolio Considerafions

While the interconnection and fransmissicn analysis was being conducted, EPE
continued to prepare the PLEXOS model to evaluate portfolios of shortlisted
proposals. As noted, the EPE project team was assisted by E3 personnel in
developing the PLEXQOS base case and alternative cases o test the portfolios
along with areview and assessment of portfolio results. EPEkept Merrimack Energy
informed regarding the status of the PLEXOS modeling.36

In addition, in considering options for meeting both the tranche 1 requirements in
Texas and the RPS requirements in New Mexico {150,000 MWh) by no Iater than
May 1, 2027, it was obvious that there were few, if any, reasonable options for
meeting the requirements of both RFPs for the following reasons:

e Even though it was explicitly idenfified in the 2023 Renewable Energy RFP
for New Mexico, there were no reasonable proposals for RPS renewable
projects that would provide the 150,000 MWhs of energy?” requested by
May 1, 2027.

¢ Based on proposal submissions combined with the fransmission analysis
conducted by EPE, there were minimal proposals that could reasonably
meet the franche 1 date for project in-service by May 1, 2027.

¢ (Cne bidder originally submitted a solar plus storage resource with a
potential May 1, 2027 on-line date into the New Mexico RFP but not the
Texas RFP. In addition, the project was submitted into the 2023 RPS RFP for
NM as solar plus stforage options, which included three options: {solar
capacity of 50 MW combined with a storage component of 50 MW). and
two options with a solar capacity of 100 MW, combined with two storage
options at 50 MW and 100 MW).

3 Based on a question from Merrimack Energy regarding the calculation of the Effective Load Canving Capability
(TLCCT values and use m the PLEXOS model, the TPTE project teant infommed the IT that PLTZXOS did not
determme the capacity contribution ol the resourees. The capacily contribution was detemiined (rom TLCC values
which were mputs and were modeled in PLEXOS asconstraints, The ELCC values were calculated by E3 using
their RECAP model.

37 The nameplale capacity ol a solar projeet that would likely provide the 150,000 MWh of RPS energry sought
would be approximately 50 MW, Ilowever, there were no proposals that specifically offered a 30 MW solar enly
project. Tnstead, bidders generally proposed a larger solar projeet or a solar plus storage option that exceeded RPS
reguirements.
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e Most projects were not very mature projects and would be required to
submit interconnection applications into the Spring 2024 Cluster Study
process which would be challenging to meet a May 1, 2027 on-line date.

As previously noted, there was only one viable tranche 1 project, which was
criginally submitted with three proposaloptions: 150 MW solar only, 150 MW solar
plus 75 MW BESS, and 150 MW solar plus 150 MW BESS with an on-line date of
March 31, 2026. After recognizing that only this one resocurce could meet the RFP
needs by 2027, EPE included the three options in the PLEXOS modeling.

One of the highest ranked projects in the 2023 New Mexico RFP was a solar plus
storage project which only bid intc the New Mexico RFP. EPE did not formally
receive a proposal from the bidder for the Texas RFP. In late April 2024, EPE
followed up by asking the bidder why it did notsulbbomit the same project proposal
into the Texas RFP since it had submitted a proposalinto the New Mexico RFP.The
pidder stated that it expected that the proposal would be considered in both
RFPs since the bidder submitted a Notice of Infent into both RFPs. However, the
bidder did not submit a bid fee into the 2023 Texas RFP. Inresponse to EPE'sinquiry
regarding failure to submit a formal proposal into the Texas RFP, the bidder
indicated it intended to be included in both the Texas and New Mexico RFPs. The
parties agreed that if the bidder paid the bid fees it could be considered in both
RFPs. The bidder expressed a wilingness to pay the bid fees to allow the project
to be considered in both RFPs. Since this bidder submitted a proposal comprised
of 100 MW of solar plus 100 MW of storage, with a proposed COD date of April 1,
2027, this proposalcould be considered for tranche 1 for the 2023 Texas RFP, given
the capacity requirements associated with the 2023 Texas RFP. Merrimack Energy
agreed with EPE's decision o include the project proposalin both RFPs as long as
the bid fees were paid, like all other bidders.

The next consideration was what options would be available to meet the New
Mexico RPS RFP requirements. To meet the 150,000 MWh requirement a solar only
project of about 50 MW would berequired. As noted, at this point only larger solar-
only or solar plus storage projects were available, few of which had an even
remote chance of meeting a May 1, 2027 date. EPE considered opfions to
allocate 50 MW of solar from one project to New Mexico to meet the RPS
reguirements in New Mexico of 150,000 between May 1, 2025 and May 1, 2027 at
the lowest possible cost. EPE contacted the bidder in late April, 2024 to inquire if
a portion of the solar energy from the facility could be used for New Mexico. In
response, the bidder provided revised proposals for the project for both New
Mexico and Texas. The developer agreed to allocate 50 MW of solar from the
project 1o New Mexico with the resulling 100 MW solar and 150 MW of storage to
Texas. In addition, the bidder proposed other combinations of sclar and storage
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that could be considered and provided updated pricing for the options
proposed. The result of these inifiatives was a portfolic of resources that met the
New Mexico RPS energy requirements and the majority of the Texas capacity
reguirements for franche 1 for accredited capacity totaling 200 MW of solar and
250 MW of storage through two projects.

4.4.6 PLEXOS Modeling

Given the overlap in solicitations with the 2023 RPS RFP for New Mexico with
several proposals submitted into both solicitations, EPE discussed selecting the
most viable projects that could meet the needs of both solicitations at the lowest
cost. EPE ran several iterations of the PLEXOS model to identify the most
compeling and cost-effective portfolic of rescurces to meet both needs.
Throughout May, EPE held mestings with Merrimack Energy to discuss the
modeling results and selection options.

During the selection meetfing on May 29, 2024, EPE presented fo the IE that the
PLEXQOS modeling was choosing one project of 150MW of solar and150MW of
storage along with a second project of 100MW of solar and 100MW of sforage for
Texas needs as part of the tranche 1 selections. Also, 50 MW of solar from one of
the projects would be allocated 1o the New Mexico requirements, with a total of
200 MW of solar and 250 MW of storage allocated to Texas.

For franche 2, EPE noted that PLEXCS selected the following projects: a 250 MW
solar combined with 250 MW storage resource, a 150 MW sclar combined with a

75 MW storage resource, and a 150 MW sforage project.

Merrimack Energy requested that EPE provide the IE with the outputs from the
PLEXOS model for review. While the |E was aware, based on discussions with EPE,
that the PLEXOS model had selected the five PPAs noted below, Merrimack
Energy wished to review any reports prepared by E3 as well as the PLEXOS outputs
whichincluded the Net Present Value of system costs under each of the portfolios
considered. Merrimack Energy was provided a draft presentation prepared by E3
and the cutput files for the PLEXOS analysis in February 2025.

Upon review, Merrimack Energy noted that while most shortlisted proposals and
alternatives were included in the portfolio optimization PLEXOS modeling, several
criginally shortlisted projects were not modeled in PLEXOS. EPE felt that the final
shortlist of projects needed to be pared down due fo the timing consfraints
associated with running the PLEXOS model. Two of the projects not evaluated in
PLEXOS were evaluated by SPI to have estimated COD dates beyond 2030. A
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third project was a very large project and was not modeled based on size
considerations.

4.4.7 Noftifications to Bidders of Final Selection

On May 15, 2024, EPE nofified the two franche 1 proposals that they have been
selected to move forward to negoftiations. EPE notified the three tranche 2
proposals of their selections on May 2%, 2024. All other shortlisted bidders were
noftified of their non-selection on May 15, 2024.

In the nofification letters to selected franche 2 bidders, EPEidentified the selected
proposal option and indicated that the noftification letfter is only an invitafion from
EPE to participate in contract negofiations and not a binding commitment to
confract. EPEalso asked the bidders to confirm receipt of this notification and the
pidder's wilingness to proceed with contract negoftiations.

The final selection of resources is listed in Table 6. A fotal of five projects were
selected based on the noftification letters provided by EPE to bidders. Four of the

projects were solar plus storage options with a total of 600 MW of solar combined
with 575 MW of battery energy storage. The fifth project selected was a 150 MW

standalone storage project. The expected online dates of the resources range
from 2026 to 2028 and encompass both franche 1 and tranche 2 requirements.

Table 6: Summary of Proposals Selected for Contract Negotiations

Size (MW) Nameplate Resouice Type Contract Expected COD¥® Proposed COD
Structure

Tranche 1

100 solar/150 storge Solar + Storage PPA 313172026 313172026
100 solar/100 storage Solar + Storage PPA A1 /2027 A1 /2027
Tranche 2

250 solar /250 storage Solar + Storage PPA 12/31/2027 12/31/2027
150 Standalone PPA 12/1/2028 41172027

Storage
150 solarf75 storage Solar + Storage PPA 12/1/2028 5/1/2027

In addifion, as the |E understands, after the notification lefters were submitted to
bidders, EPE modeled a High Load Sensitivity case due to higher-than-expected
load growth and expected increased load growth as a result of multiple large
commercial and industrial facilities anficipated to come on line. A self-build
project was selected by PLEXOS in the High Load Sensitivity case.

3% The Tixpected COD dale is based on SPT's analysis. The COD date i the last column malches the COD date
included in TPTs notilication letter to bidders which comeides with the bidder's proposed COD dalte.
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5 CONCLUSIONS AND RECOMMENDATIONS

5.1 CONCLUSIONS

The RFP procedures followed by EPE and the subsequent bid evaluation and
selection processes and methodologies are, in substance, consistent with industry
standards. The information included in the RFP, the evaluation process and
evaluation criteria, and requirements are also consistent with industry standards.
The following summarize socme of the major consideraticons relative o the
consistency of the RFP with industry standards.

In the IE's view, this process was a thorough, rigerous, and comprehensive
evaluation and selection process, with every eligible bid scrutinized thoroughly
pased on threshold, quantitative, and qualitative criteria. The implementation of
the solicitation process was generally effectively managed by EPE and should
lead 1o economic benefits for consumers. However, as described previously, the
process did deviate from the established process in certain circumstances.
Notably, the lack of viable proposals for the Tranche 1 timeframe and the failure
to receive proposals that would provide RPS energy at the level required by EPE
for the 2023 Renewable Energy RFP for New Mexico. This resulted from the
complications associated with the different requirements for the Texas and New
Mexico portions of the EPE system, the fiming of requirements, and the proposals
submitted for each system.3” The determination of in-service date viability was
completed by EPE's fransmission team. While conducting an analysis on
inferconnection viability is generally valuable, particularly with interconnection
challenges being faced throughout the country, this part of the process was not
contemplated in the original RFP design. As a result, EPE ufilized previously
completed LCOE analysis fo narrow down the shorflist.

There were several factors that influenced the evaluation and selection process
including the short fimeframe for completing the evaluation of proposals and final
selections o allow the final shortlisted proposals to submit an application for the
Spring 2024 cluster study process by March 29, 2024. Also complicating the
process was the expected interconnection fimelines to get projects online. This is
an issue that has arisen in solicitations across the country with significant backlegs
in interconnection queues and extended timelines 1o complete interconnection

¥ As noted, TIPTE issued 1wo RTPs, one [or the New Mexico portion of the TiPT sy stem lor 150,000 MWh of
renewable energy per year by no later than May 1, 2027 and the sceond RTP [or the Texas systent that sought 300
MW of long-term capacity by no later than May 1, 2027 and an additional 300 MW of long-term capacity by May 1,
2030. The RTPs were 1ssued sequentially, with the New Mexico RTP 1ssued on October 6, 2023 with bid due on
Tanuary 5, 2024 and the Texas RTP issued on Oclober 31, 2023 with bids due on January 26,2024,
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facilities and network upgrades that are causing substantial delays for getting
projects online under the schedule proposed by the project developer.

A list of important aspects and observations of the bid evaluation and selection
process is provided below.

1.

The 2023 All Source RFP for Texas was a very robust and competitive process,
with more MW of nameplate capacity and energy submitted relative to the
amount required. There were no Demand Response/Load Management
proposals submitted but all other technologies were represented with @
significant amount of capacity for solar plus storage and stand-alone storage
being submitted. There were several contract structures, notably PPAs and
BTAs for a few projects. EPE received a total of eighty-seven (87) proposal
options from thirty {30) unique projects {as described in pages 33-34 of this
report) submitted by fourteen ({14 bidders with a fotal of renewable and
other rescurce capacity and batftery energy storage, which represents @
significant amount of nameplate capacity proposedrelative to the capacity
requested.

2. The 2023 All Source RFFP for Texas documents werereasonably detailed and

fransparent documents that clearly idenftified the nature of the solicitation
process and reqguirements, the products requested, the amount of
capacity required, eligible projects, characteristics of importance to EPE,
the informationrequired of the bidders, areas of the EPE fransmission system
that were constrained and those areas where available resources could be
more accessible, and the context of the solicitation within the El Paso
Electric system. These documents allowed bidders to effectively reflect the
requirements outlined in the RFP and related documents in structuring their
proposals.

. One criterion the IE generally considers regarding the quality of the

solicitation process is whether the procurement targets, products solicited,
evaluation methodology and criteria, information required of bidders, and
principles and objectives of the process are clearly defined in the bidding
documents. EPE'sRFP documents clearly defined the amount of renewable
energy required, the timing for the requirements, the preferences of EPE,
and the evaluation process and criteria.

. The outreach process and related activities implemented by EPE were

broadreaching and were targeted 1o a large number of potential bidders
based on past solicitations and bidder contacts. The outreach activities
were designed to attract a wide range of bidders. The types of cutreach
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activities initiated included marketing of the 2023 All Source RFP for Texas
via direct contacts with known bidders, issuance of a press release
asscciated with release of the RFP which resulted in coverage by industry
trade publication regarding issuance of the RFP, bidder access to the EPE
website for the RFP, the inclusion of a Bidders Webinar, and responses 1o
bidder questions.

. The response to the 2023 All Source RFP for Texas was sizeable compared
to the response 1o the 2023 All Source RFP for New Mexico which preceded
the Texas RFP by a few weeks. There was also @ substantial increase in
proposals and MWs received in this sclicitation relafive 1o the 2021 All
Source RFPs.

. EPEimplemented a multi-stage bid evaluation and selection process which
included a conformance check for each proposal, threshold evaluation,
economic evaluation, non-economic evaluation, shortlist selection based
on the LCOE for similar resocurces by resource category {solar only, wind
only, solar plus storage, storage-only, and other resources), portfolio
optimization, and contfract negotiations.

. EPE responded fo nineteen {19) questions during the Pre-Bid Webcast
meefing. In the general Q&A process, EPE responded to over seventy-five
questions from bidders and provided detailed responses to aid bidders in
submitting their proposals.

. Because of the uncertainty associated with the fiming for completing
network upgrades and inferconnection facilities in fime to meet the
proposed online date for projects proposed, EPE's subject matter expert on
transmission and inferconnection assessments conducted an  internal
analysis 1o defermine the expected date for completing the necessary
facilities 1o interconnect projects 1o the EPE system based on knowledge of
system constraints and other studies completed for similar areas on the EPE
system. The results of the analysis impacted the shortlist selection results,
including whether a project would be included in tranche 1 or 2, or would
be beyond the required online date.

. The inifial shortlist selected by EPE was very robust and contained all
technology types and fransaction types subbmitted. EPE selected shortlisted
proposals for all resource categories, including selecting  shortlisted
resources in the solar plus storage category that included proposals that
offered solar capacity at twice the nameplate capacity as storage as well
as propoesals that offered the same nameplate capacity for both solar and
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storage components. In addition, for the Texas RFP, EPE also selected
shortlist proposals for both franche 1 {proposals which could potentially
meet a May 1, 2027 online date}] and tranche 2 {proposals that were
expected online after May 1, 2027 but before May 1, 2030).

10.As outlined in the RFP, EPE clearly indicated fo bidders that it would use @

single-stage pricing process 1o encourage bidders to submit their “best”
prices in their proposals. In addition, EPE soughtto complete the evaluation
and nofification process in approximately one month to allow proposals
selected to apply for the Spring 2024 cluster study process by the end of
March 2024; however, as described earlier in this report, the shortlist and
final selection deadlines were pushed back duetc an extended evaluation
period.

. Once the initial shortlist was narrowed down, EPE evaluated the proposals

using the PLEXOS system opftimization model which was designed fo
evaluate portfolics of rescurces that provide the capacity and energy
requirements to meet system reliability objectives at the lowest reasonable
cost. EPE refained E3 to assist in the development of the PLEXOS model
inputs and evaluate the cutput files for the portfolios considered.

12.The PLEXOS model ufilized by EPEis common in the utility industry worldwide

for valuing proposals containing energy storage options and conducting
portfolio opfimization for system resources. Over the past few years,
Merrimack Energy is aware of several utilities applying the PLEXOS model
for evaluation and selection of proposals through an RFP process by
considering the portfolic of resources that will provide the lowest rescurce
cost for the uftility system.

13.EPE took steps to ensure there were no inherent advantages afforded to

the self-build options that were submitted by EPE's Generation group, as
well as EPE's Renewable Energy Solutions group. As noted, EPEretained an
IE at the very beginning of the RFP development process 1o oversee the
solicitation process and ensure the process was fair and equitable to all
bidders. The self-build options were submitted at the same time as other
proposals. In addition, the self-build team followed the protocols idenftified
in the 2023 All Source RFP for Texas for all bidders and provided the same
information asreqguired of other bidders. EPEinformed the IE that a separate
self-build tfeam was established 1o prepare the self-build options and that
no member of the self-build team wouldbe involvedin bid evaluation. Also,
all files associated with the proposals received, evaluationresults, and other
information that needed to be shared among the members of the RFP
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evaluation feam were stored in a document management system
(“SharePoint"), with restricted access only to select members of the 2023 Al
Source RFP evaluation team. In addition, EPE had a shared network drive
accessible only by the Market Development and Resource Strategy
Department.

14. All proposals submitted, besides the one transmission proposal and another
asset purchase proposal, were deemed 10 be conforming regarding the
reguirements of the RFP for bidder eligibility.

15.The projects selected in the portfolio evaluation based on noftification
letters to bidders in the mid-to-late May, 2024 timeframe included the five
resources which included two proposals for franche 1 totaling 200 MW of
solar and 250 MW of storage and three proposals for franche 2 totaling 400
MW of solar and 475 MW of storage.

The above projects were included in the lowest system cost portfolio
generated by PLEXQOS. As the IE understands, based on the High Load
Sensifivity case, EPE increased the contract capacity from one project
opftion for franche 2 from 150 MW solar combined with 150 MW storage to
250 MW solar combined with 250 MW storage and also selected an EPEself-
puild 100 MW solar combined with a 100 MW storage project.

16.In the IE's view, once dll the final adjustments and updates were made to
the PLEXOS model by E3, EPE's evaluation and selection process was
generally consistent and selected the least cost portfolic of resources.
Memimack Energy'sindependent review of the quantitative and qualitative
evaluation confirms that the proposals were consistently and  fairly
evaluated from both a guanftitative and qualitative perspective.

17.As noted, in addition to the projects selected in May, 2024, EPE later
selected a self-build project, a combined 100 MW solar plus 100 MW
storage self-build resource option. At the original capital cost proposed for
the project, the project was competitive based on the LCOE of the project
with other solar plus storage projects which proposed storage capacity
equal to 100% of the solar capacity amount and were selected for the final
portfolio of projects. For the Texas system, it appears based on the PLEXQOS
results that solar plus storage projects that include storage capacity at 100%
of the solar capacity are a preferred resource.

5.2 RECOMMENDATIONS
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EPE updated its proposal templates since the previous RFP. However,
Merrimack Energy believes that the templates can be further enhanced by
adding a description to the templates regarding the appropriate format for
the data provided.

EPE has to be more realistic regarding the time required to complete the
evaluation phase of a large-scale solicitation process. Due to the need to
inform bidders of their status in the RFP process to allow the bidders to
submit applications for the Spring 2024 Cluster Study interconnection
process, the fimeframe alloftted for this RFF, particularly the evaluation
period, was too short which affected the implementation of the process.
EPE should allot several months for the analysis and evaluation of all
proposals in order to complete the selection prior to any intferconnection
queue cluster process. Particularly with the NM RFP running simulfaneously,
there were time-intensive activities 1o complete in a short pericd of fime.
EPE should consider launching the RFP socner to callow for a longer
evaluation period.

EPE added the step in the process 1o undertake a more detailed review of
the fimeframe necessary to complete interconnection facilities and
network upgrades to be able to connect a project 1o the EPEsystem as @
means of determining if the project could meet its estimated online date.
EPE did sulbbmit a series of questions to bidders to inquire about information
they had gathered 1o support the online dates of their projects from an
interconnection perspective. This part of the evaluation process,
particularly if it impacts the selection process, should be fully defined and
described prior to receipt of proposals. EPE may want 1o consider including
this process as a part of future RFP processes if needed, including requesting
additional information from bidders regarding their assessments of the
impacts of completing intferconnections in fime to meet the online dates of
the proposals submitted.

In future RFPs, EPE should include a more defined description of the portfolio
oplimization process.
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