
Jason Kuzma 
JKuzma@perkinscoie.com 

D. +1.425.635.1416
F. +1.425.635.2416

June 15, 2018 

VIA ELECTRONIC FILING 

Washington Utilities and Transportation Commission 
Attn: Mark Johnson 
Executive Director and Secretary 
1300 S. Evergreen Park Drive, S.W. 
P.O. Box 47250 
Olympia, Washington 98504-7250 

Re: Docket UE-180271 - Puget Sound Energy 2018 All Resource Request for Proposals 

Docket UE-180272 - Puget Sound Energy 2018 Request for Proposals for Demand 
Response Programs 

Dear Mr. Johnson: 

At the Open Meeting of the Washington Utilities and Transportation Commission 
(“Commission”) held on June 14, 2018, stakeholders made comments that addressed myriad 
issues regarding the 2018 All Resource Request for Proposals (the “2018 All Resource RFP”) 
and the 2018 Request for Proposals for Demand Response Programs (the “2018 Demand 
Response RFP”) submitted by Puget Sound Energy (“PSE”). In particular, stakeholders 
questioned whether PSE would conduct a transparent evaluation process and whether 
stakeholders would be able to adequately review such evaluation process. 

PSE conducts a fair, thorough, and transparent resource evaluation process upon receipt 
of proposals in response to a request for proposal (“RFP”). Although PSE has conducted more 
recent RFPs for demand response, PSE recognizes that it has not conducted an RFP for resources 
since 2011. Therefore, PSE drafted this letter to provide an overview of its RFP evaluation 
process and provide an example of the hundreds, if not thousands, of pages of materials that PSE 
provides in a prudence evaluation of any proposal selected from the RFP evaluation process. 

Additionally, commenters raised other comments at the Open Meeting that PSE has 
addressed as part of this proceeding. PSE wanted to provide the Commission with cross-
references to responsive materials found in the 2018 All Resource RFP and accompanying 
materials and the 2018 Demand Response RFP and accompanying materials. These cross-
references can be found in the second half of this letter. 
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A. Overview of PSE’s RFP Evaluation Process

PSE divides its RFP evaluation processes into two phases. In Phase 1 of the evaluation
process, PSE conducts the initial screening and fatal flaw analysis and produces a list of the most 
promising resources (the “Candidate Short List”). PSE’s Strategic Initiatives department guides a 
cross-functional internal evaluation team in screening and eliminating proposals with high costs, 
unacceptable risks, or feasibility constraints. The RFP evaluation team consists of staff from 
specific functional/technical areas within PSE (also referred to as “working groups”) that lead 
the evaluation from each working group’s area of expertise (e.g., interconnection and 
transmission, environmental permitting and review, real estate rights, technology, quantitative 
analysis, and others). 

The working groups screen each proposal according to the evaluation criteria included in 
the RFP. Exhibit A to PSE’s 2018 All Resource RFP sets forth the evaluation criteria for such 
request for proposals. PSE reviews both the qualitative and quantitative attributes of a proposal, 
including price, development and construction status, commercial terms, environmental impacts, 
permitting issues, real estate, technical considerations, operating characteristics, transmission and 
interconnection, community impacts and project-specific economic analysis. 

PSE’s evaluation criteria recognize resource cost, market-volatility risks, demand-side 
resource uncertainties, resource dispatchability, resource effects on system operation, credit and 
financial risks to PSE, the risks imposed on PSE customers, public policies regarding resource 
preference adopted by Washington state or the federal government and environmental effects 
including those associated with resources that emit carbon dioxide. Additionally, the ranking 
criteria recognize differences in relative amounts of risk inherent among different technologies, 
fuel sources, financing arrangements, and contract provisions. In general, PSE prefers offers that 
benefit customers by complementing PSE’s resource and timing needs, minimizing cost, 
minimizing risk, providing strategic and financial benefits, and providing additional public 
benefits. Each of these evaluation criteria contains a set of sub-criteria or guidelines that specify 
PSE’s preferences for a successful proposal. (Please see Exhibit A to the 2018 All Resource RFP 
sets for the evaluation criteria and sub-criteria or guidelines that specify PSE’s preferences for a 
successful proposal.) 

For each proposal, individual working groups seek information related to their areas of 
expertise to identify any fatal flaws or areas of concern, as well as any associated benefits. These 
working groups document their findings with the teams. For example, members of the 
commercial and development working group generally meet weekly to discuss the proposals 
with certain key elements in mind, such as the viability of the project, counterparty risk, 
commercial terms and whether the development timeline was realistic. Other working groups 
asked different questions, such as: 
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• Does the project have permits, fuel supply agreements and 
transmission and interconnection agreements in place? If not, can 
they reasonably be obtained in time to meet the proposed 
commercial online date? 

• Does the project proponent have site control and other necessary 
real estate rights? 

• What are the operational or technology risks? 

• Are there risks associated with public opposition or sensitive 
environmental habitat? 

• What are the costs associated with the proposal, and how do the 
benefits and costs compare with other proposals? 

To ensure a thorough discussion of each proposal, team members are encouraged to ask 
questions and discuss the findings of other groups. Based on the combined findings of the 
working groups, the RFP evaluation team will make recommendations to either continue to 
evaluate proposals in greater detail or cease due diligence on a proposal due to fatal flaws, high 
risks or unfavorable economics. 

Following the weekly meetings, working groups submit data requests to respondents 
seeking answers to outstanding questions or concerns related to proposals not eliminated during 
the initial screening. Once a working group completes its evaluation of a particular proposal, 
they prepared a memo or submit comments to the RFP evaluation team summarizing their 
findings, with particular attention paid to the merits and risks of the proposal and any outstanding 
questions or areas of concern. 

Upon completing the initial screening in Phase 1 of the RFP evaluation process, the RFP 
evaluation team identify the most promising resources for further quantitative analysis and 
targeted qualitative evaluation in Phase 2 of the RFP evaluation process (i.e., the Candidate Short 
List). The selected proposals are generally those identified as having a positive portfolio benefit 
and less risk compared to other proposals.  

PSE subjects the proposals selected for the Candidate Short List to more rigorous 
examination during Phase 2 of the RFP evaluation process, again using the evaluation criteria 
identified in the request for proposal. This second phase is typified by greater interaction with the 
respondents in order to gain a deeper understanding of the qualitative risks and benefits of the 
proposals and their ability to execute and perform as proposed. The working groups have an 
opportunity to contact respondents regarding outstanding or unclear data request responses, 
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discuss commercial terms and explore any other open issues. At the end of Phase 2 of the RFP 
evaluation process, the RFP evaluation team will hold a final working group meeting to review 
their findings and to recommend a final short list. Those proposals selected for the recommended 
short list are those with the lowest reasonable cost and risk that best complement PSE’s resource 
and timing needs.  

PSE concludes the RFP evaluation process with the development of an RFP Evaluation 
Document and Appendices, which (i) summarizes the RFP evaluation process undertaken, 
(ii) describes the qualitative risks and advantages of each proposal, (iii) identifies the quantitative
metrics for each proposal, (iv) establishes each proposal’s selection status and the rationale for
that selection status; and (v) incorporates presentations regarding such process made to PSE
management and Staff of the Washington Utilities and Transportation Commission. PSE files
this RFP Evaluation Document and Appendices in any rate proceeding in which PSE seeks a
prudence determination with respect to any resource acquisition resulting from such process.
Furthermore, PSE provides copies of workpapers supporting the RFP evaluation process as part
of such prudence case, and such workpapers have, in the past, included several DVDs containing
tens of gigabytes of supporting data.

For an example of such a RFP Evaluation Document and Appendices, please see 
Attachment A to this letter, which is a copy of the 2011 RFP Evaluation Document and 
Appendices, which summarizes the qualitative and quantitative analyses undertaken by PSE with 
respect to the 2011 RFP. PSE filed this 2011 RFP Evaluation Document and Appendices as the 
Second Exhibit (Highly Confidential) to the Prefiled Direct Testimony of Michael Mullally, 
Exhibit No. ___(MM-3HC), in PSE’s power cost only rate case in Docket UE-130617.1  

Finally, in compliance with WAC 480-107-035(3), PSE makes available for public 
inspection at PSE’s place of business a summary of each project proposal and a final ranking of 
all proposed projects. Please see Attachment B to this letter, which is a copy of the summary of 
each project proposal and a final ranking of all proposed projects from the 2011 RFP process that 
PSE made available for public inspection at PSE’s place of business. 

B. Responsive Materials Found in the 2018 All Resource RFP and Accompanying
Materials and the 2018 Demand Response RFP and Accompanying Materials

In addition to the comments regarding the transparency of PSE’s RFP evaluation process,
stakeholders raised other issues in the open meeting that PSE believes have already been 
addressed in the 2018 All Resource RFP and accompanying materials and the 2018 Demand 

1 Please note that the version attached as Attachment A to this letter is the public version that has certain 
information of proposals not selected in such process redacted. Parties to the proceeding that had access to 
highly confidential information would have received a version of the document without any redactions. 
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Response RFP and accompanying materials. Therefore, PSE provides the following cross-
references to the materials responsive to the comments raised at the open meeting: 

1. PSE addressed issues regarding the potential exclusion of fossil
fuels from the 2018 All Resources RFP in Frequently Asked
Question 302 and in Public Comment Log 1.1;

2. PSE addressed issues regarding the inclusion of carbon costs in
Frequently Asked Question 303 and in Public Comment Log 3.2;

3. PSE addressed issues regarding evaluation criteria in Frequently
Asked Questions 501, 502, 504, and in Public Comment Log 6.1;

4. PSE addressed issues regarding transparency in the evaluation
process above and in Frequently Asked Questions 601 and 602 and
in Public Comment Log 9.3 and 9.4;

5. PSE addressed issues regarding market purchase exposure in
Frequently Asked Questions 203 and 406 and in Public Comment
Log 5.1 and 9.5;

6. PSE addressed issues regarding assumptions regarding usage of the
Colstrip Transmission System in Frequently Asked Question 407
and in Public Comment Log 5.1 and 12.2;

7. PSE addressed issues regarding potential early shutdown of
Colstrip units in Frequently Asked Question 702 and in Public
Comment Log 5.2;

8. PSE addressed consideration of Montana Renewables
Development Action Plan (MRDAP) results in the RFP evaluation
process in Frequently Asked Question 307 and in Public Comment
Log 10.4;

9. PSE addressed issues regarding self-build options for a potential
quick gas build in Frequently Asked Question 105 and in Public
Comment Log 14.3;

10. PSE addressed issues regarding length of the RFP evaluation
process in Frequently Asked Questions 102 and 103 and in Public
Comment Log 13.4; and
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11. PSE addressed issues regarding coordination of the 2018 All 
Resources RFP and the 2018 Demand Response RFP in Frequently 
Asked Question 204 and in Public Comment Log 9.1. 

Finally, one stakeholder raised potential questions with respect to PSE’s assumptions 
underlying its resource adequacy analysis, specifically the length of the historical weather 
records used. PSE’s resource adequacy modeling process is very closely tied to the resource 
adequacy modeling process of the Northwest Power and Conservation Council (NPCC). The 
NPCC has a resource adequacy advisory committee (RAAC), that is jointly chaired by the NPCC 
and the Bonneville Power Administration. PSE staff are active in both the NPCC steering 
committee and the NPCC technical committee. PSE’s resource adequacy model builds on 
outputs from the NPCC model, and PSE staff work very closely with NPCC staff on resource 
adequacy modeling. The NPCC model incorporates historic temperature and hydrological 
conditions back to 1929. NPCC staff examined whether to truncate that input data set for the last 
thirty (30) years of available data in the RAAC technical committee process, and PSE supported 
this examination. The NPCC results demonstrated that truncating input assumption data is 
projected to increase the need for capacity in the region by approximately 500 MW.2 PSE 
recognizes that resource adequacy modeling in a hydro-based region is highly complex and that 
there are neither perfect models nor perfect assumption sets. Nonetheless, PSE believes its 
resource adequacy modeling process is reasonable and aligns with the temperature and 
hydrologic assumptions used by the NPCC. 

*     *     * 

Questions regarding this filing should be addressed to the undersigned. Questions 
regarding the 2018 All Resources RFP should be addressed to Sheri Maynard, Associate Energy 
Resource Planning & Acquisition Analyst, at 425-462-3114 and sheri.maynard@pse.com. 
Questions regarding the 2018 Demand Response RFP should be addressed to Kiley Faherty, 
Demand Response Program Development, at 425-462-3234 and kiley.faherty@pse.com. 

                                                 
2 NPPC RAAC, “2023 Resource Adequacy Assessment for the Pacific Northwest” (Mar. 7, 2018), available at 

https://nwcouncil.app.box.com/s/oclaqhymqhj1rhabpppoyx8td2zmzi9c. Slide 20 of the presentation (titled 
Sensitivity to Record Length) shows a need to add 1788 MW of capacity to achieve 5% Loss of Load 
Probability for the 30-year case compared to 1248 MW of capacity to meet the 5% Loss of Load Probability 
target for the 88-year reference case. See id. at 20. 

mailto:sheri.maynard@pse.com
mailto:kiley.faherty@pse.com
https://nwcouncil.app.box.com/s/oclaqhymqhj1rhabpppoyx8td2zmzi9c
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Thank you for your assistance. 

Very truly yours, 

Jason Kuzma 



Attachment A 



EXHIBIT NO. ___(MM-3HC) 
DOCKET NO. UE-13____ 
2013 PSE PCORC 
WITNESS:  MICHAEL MULLALLY 

BEFORE THE 
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 

WASHINGTON UTILITIES AND
TRANSPORTATION COMMISSION, 

Complainant,

 v. 

PUGET SOUND ENERGY, INC., 

Respondent.

Docket No. UE-13______ 

SECOND EXHIBIT (HIGHLY CONFIDENTIAL) TO THE 
PREFILED DIRECT TESTIMONY OF 

MICHAEL MULLALLY 
ON BEHALF OF PUGET SOUND ENERGY, INC. 

APRIL 25, 2013

REDACTED

VERSION
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