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EXECUTIVE SUMMARY

Public Service Company of New Mexico (“PNM”), a wholly owned subsidiary of PNM Resources, Inc.,
issued a request for proposals (“RFP”) on December 30, 2024 entitled the PNM 2029-2032 Generation
Resources RFP (the “2029-2032 RFP”). This RFP was issued following approval of PNM’s 2023 Integrated
Resource Plan and filing of an updated 2023 IRP Supplemental Analysis in October 2024. This document
is intended to summarize the bid evaluation approach that will be applied to the evaluation of Proposals
received in response to the RFP, in accordance with the requirements and evaluation timeline set forth
within the New Mexico Administrative Code (“NMAC”) Title 17, Chapter 7, Part 3 (“17.7.3 NMAC” or “IRP
Rule™).

The 2029-2032 RFP is structured as an all-source capacity solicitation considering various types of
technologies and delivery structures. PNM anticipates evaluating Proposals for renewable, storage,
thermal, and demand-side resources as well as combinations of each. Additionally, PNM expects to
evaluate resources delivered under:

e Power purchase agreements (“PPAs”);

e Energy storage agreements (“ESAs™);

e Build-transfer (“BT”) projects at PNM sites;

e Asset purchase agreements (“APA”);

e Demand-side resource (“DSR”) products; and

e Other contracting structures conforming with the requirements of the 2029-2032 RFP.

It is assumed that any transmission and distribution projects would be pursued under a separate
procurement process.

PNM is progressing with the pursuit of new energy resources and programs identified within the
statement of need resulting from PNM’s 2023 Integrated Resource Plan (“2023 IRP”) filed on December
15, 2023 and its 2023 IRP Supplemental Analysis filed in October 2024. The 2029-2032 RFP is part of a
solicitation process for the purpose of acquiring bulk transmission level and distribution level capacity
resources to serve PNM’s forecasted system needs. Specifically, this RFP will request resources that are
guaranteed by the Respondent to achieve commercial operation and delivery of new, incremental
capacity to PNM’s system by or before January 1, 2029, January 1, 2030, January 1, 2031, or January 1,
2032 (each a “Guaranteed Start Date”). The requested resources are required to serve forecast load
growth and plant retirements while also acquiring reliable, cost-effective resources consistent with the
direction set forth in PNM’s 2023 IRP to reliably serve known, existing, and future customers.

Responses to the RFP (“Proposals” or “Bids”) by qualified bidders (“Bidders”) are due on May 14, 2025
(one-hundred thirty-five (135) days after issuance of the RFP for bid). To perform the evaluation of
Proposals, PNM has compiled a team of personnel (“RFP Administration Team”) consisting of personnel
from PNM’s Sourcing, Contracts, Engineering, Environmental, Integrated Resource Planning, Regulatory,
and Financial Modeling Teams with support from numerous other internal subject matter experts
(“SMEs”). Aion Energy LLC (*Aion”) has also been engaged as a consultant for RFP administration support.
The RFP Administration Team will not be involved in the definition or establishment of BT technical Bid
requirements or associated existing site conditions.

Alon
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The RFP process will be led by a PNM project manager (“Project Manager” or “PM”), responsible for
leading the project and evaluation process. The PM will coordinate the implementation and
administration of awarded projects, from “cradle to grave.” The PM will have oversight and be responsible
for regulatory filings beginning with RFP approval, bid evaluation, and selection of winning bids. For bid
evaluation, the PM will work with the RFP Administration team to aid in the selection of winning bids.

In parallel, PNM will establish two separate and independent engineering teams to verify and provide RFP
technical requirements and feedback to the RFP Administration Team regarding the degree to which each
bid complies with the specified technical requirements. One engineering team will be dedicated to the
assessment and evaluation of build-transfer (“BT”) proposals submitted under the RFP “BT” event module
and the other team will be dedicated to the assessment and evaluation of all other proposals submitted
under the RFP “Market” event module. These teams will not have access to those bids that are not
submitted under their respective RFP event module and will otherwise not participate in the overall bid
evaluation and final proposal selection process performed by the RFP Administration Team.

PNM is anticipating a wide variety of Proposals to be submitted in response to the 2029-2032 RFP,
including various technologies and contracting approaches. Upon receipt of Proposals, evaluation will
begin immediately.

The evaluation of Proposals will progress in phases with all resources being evaluated in a common,
phased evaluation process regardless of the proposed Guaranteed Start Date (“GSD”), as follows:

e Phase 1 - Initial Screening — This phase of the evaluation process will consist of a completeness
review, initial Bidder questions and clarifications, review of associated responses, and review for
compliance with the RFP Minimum Requirements. Phase 1 will result in a screening-out of
Proposals that do not comply with the Minimum Requirements in Section 1.4 of the RFP
Instructions to Bidders including, but not limited to, consideration of (i) the Supplier Risk Security
Screening Questions issued with the RFP, (ii) the Contractors Licensing requirements associated
with BT Proposals, (iii) firm, fixed pricing valid for the duration requested in the RFP, and (iv)
project transmission and interconnection status and viability.

e Phase 2 - Establishment of a Proposal Shortlist — Following the initial screen, Proposals will be
evaluated in more detail including PNM SME feedback, lifecycle financial analysis, total evaluated
delivered cost, viability of delivering the project within the proposed timeline, and additional
information based on Bidder clarifications and exceptions. Resources will be evaluated in Phase 2
utilizing a weighted scoring matrix of both price and non-price factors to identify advantageous
solutions for PNM’s customers. The culmination of Phase 2 will be the establishment of a Proposal
shortlist consisting of the “best-in-class” Proposals of each technology offered in response to the
RFP. A separate shortlist of projects located on Navajo Nation lands and a shortlist of projects
located within the Central Consolidated School District in San Juan County will also be prepared.
Each shortlist will only contain projects that have passed the Phase 1 evaluation and otherwise
comply with the requirements of the RFP.

e Phase 3 - Shortlist Evaluation and Negotiations — The shortlisted Proposals will be subject to
additional review and evaluation, portfolio modeling, and financial analysis. Based on the Phase
3 evaluation, negotiations may advance with one or more Bidders, leading to potential selection.
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PNM and its consultants have established a number of processes and tools to support the evaluation of
Proposals in a fair and transparent manner including, but not limited to, the following:

e Comparative assessment matrix and financial analysis tool;

e A scoring matrix considering price and non-price factors for the evaluation of resources, as
applicable in both Phase 2 and Phase 3 of the evaluation;

e Portfolio optimization models consistent with resource planning procedures and industry usage;

e Clear roles and responsibilities and communications protocols for the 2029-2032 RFP process; and

« Arobust and impartial evaluation methodology focused on value for PNM customers.

The RFP administration and evaluation process will be conducted in compliance with New Mexico
statutory and regulatory supply resource procurement requirements and guidelines, including compliance
with the IRP Rule, NMSA 1978, Section 62-13-16, and the Renewable Energy Act (“REA”).

Selection of a recommended portfolio of resources is targeted within one-hundred twenty (120) days of
receipt of Proposals, in accordance with the IRP Rule. The evaluation of Proposals will be completed based
on the best available information at the time of the evaluation.

1 2029-2032 GENERATION RESOURCES RFP

In accordance with the action plan resulting from its 2023 Integrated Resource Plan (“IRP”), Public Service
Company of New Mexico (“PNM”), a wholly owned subsidiary of PNM Resources, Inc., issued a request
for proposals (“RFP”) on December 30, 2024 entitled the PNM 2029-2032 Generation Resources RFP (the
“2029-2032 RFP™). The RFP requested resources as identified in Table 1-1 below.

Table 1-1. PNM Resource Needs

Resource Needs By | Total Resource Needs

2030 (MW) by 2032 (MW)
Wind resources 200 — 400 400 - 800
Non-Wind carbon-free energy resources 0 100 - 500
Dynamic balancing resources 200-700 300-900
Firm generating resources 100 - 400 100 - 700

Resource additions to meet the system requirements in 2028 that are currently under development
through an active solicitation or to serve Rate 36B customer needs are included in the ranges above.
If all or some of the resources proposed under these future filings are approved by the NMPRC, the
ranges above will be reduced by the appropriate technology types.

The exact quantity of resources selected and the timing of implementation of the resources will be
dependent upon resource characteristics, resource modeling, regional economic development load
growth, and PNM’s most recent load and planning forecasts and is subject to NMPRC approval.

Bidders are required to submit complete proposals (each a “Proposal”) satisfying the RFP Minimum
Requirements.

Aion
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The 2029-2032 RFP is focused on balancing three primary objectives, namely: maintaining affordability,
ensuring reliability, and mitigating impacts upon the environment. This focus is consistent with the IRP
Rule’s objectives of prioritizing cost-effective resources that reduce greenhouse gas emissions, foster
equitable clean energy development, and facilitate grid modernization. While no resource type or project
ownership structure is specifically requested, preferred, or excluded by PNM in the RFP, locational
preferences for resources located on the Navajo Nation and in the Central Consolidated School District
(“CCSD”) in San Juan County are identified.

The 2029-2032 RFP is structured as an all-source capacity solicitation considering various types of
technologies and delivery structures. PNM anticipates evaluating Proposals for renewable, storage,
thermal, and demand-side resources as well as combinations of each. Additionally, PNM expects to
evaluate resources delivered under:

e Power purchase agreements (“PPASs”);

e Energy storage agreements (“ESAs™);

e Build-transfer (“BT”) agreements at PNM sites;

e Asset purchase agreements (“APA”);

e Demand-side resource (“DSR”) products; and

= Other contracting structures conforming with the requirements of the 2029-2032 RFP.

After release of the 2029-2032 RFP, a Bidder pre-bid web-based conference was held on January 22, 2025,
site visits for BT Bidders were held on March 3 and March 5, and Bidder questions and responses from
the RFP Administration Team were exchanged throughout the bid period. Once Proposals are received, a
phased evaluation will begin. The purpose of this report is to summarize the Proposal evaluation approach
and methodology including roles and responsibilities, activities within each evaluation phase, and basis of
evaluation tools and work products.

PNM has retained Aion Energy LLC (“Aion”) to serve as a consultant in support of the RFP administration.
PNM has also engaged other outside consultants to support the process, the detailed system portfolio
modeling and system reliability analysis for the 2029-2032 RFP process.

2 EVALUATION METHODOLOGY AND TIMING

Consistent with Appendix C of the 2029-2032 RFP, the evaluation of Proposals will progress in a phased
approach, as follows:

e Phase 1 - Initial Screening of Proposals;
e Phase 2 — Detailed Review and Establishment of a Shortlist; and
e Phase 3 - Shortlist Evaluation, Negotiations and Selection.

The evaluation of Proposals will begin with a completeness review and verification of compliance with
RFP Minimum Requirements during Phase 1; advance to detailed assessment and review in Phase 2,
including initial lifecycle cost modeling in order to establish a Proposal shortlist consisting of the “best-in-
class” Proposals of each technology offered in response to the RFP; and finish with the shortlist evaluation

Alon
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including portfolio modeling, the identification of a recommended portfolio of resources, and
negotiations with selected Proposals in Phase 3.

The phased evaluation approach is structured to advance the evaluation in an efficient yet thorough
manner. Throughout the process, PNM and its consultants are committed to conducting a fair, un-biased,
and market-informed evaluation.

Additional detail regarding the phases of the Proposal evaluation is provided in Section 4.

Proposals are due one-hundred thirty-five (135) days after issuance of the RFP, on May 14, 2025, with the
evaluation beginning immediately upon receipt of Proposals. PNM is targeting the identification of the
recommended portfolio of resources one-hundred twenty (120) days after the receipt of Proposals, with
contract negotiations immediately following. A 2029-2032 RFP process overview schedule is included as
Attachment A.

3 ROLES, RESPONSIBILITIES, AND COMMUNICATIONS

Appendix D of the 2029-2032 RFP provides an overview of the roles and responsibilities of 2029-2032 RFP
participants and Appendix M provides an overview of RFP governance responsibilities. Prior to the RFP
issuance, the NMPRC appointed an independent monitor (“Independent Monitor”) to monitor the
conduct of the competitive RFP process; additional detail specific to the role of the Independent Monitor
and the communications protocols established for the duration of the RFP process is provided in the
aforementioned RFP Appendices.

3.1 ROLES AND RESPONSIBILITIES
The following entities will be involved during the Proposal Development Cycle and the evaluation of
Proposals:

e Project Manager;

e The RFP Administration Team;

e Technical evaluation team

e PNM subject matter experts (“SME’s™);
e PNM’s Supply Chain Sourcing Team;

* The Independent Monitor; and

e Other supporting entities, as required.

The roles and responsibilities of these entities are further defined in Appendices D and M of the 2029-
2032 RFP.

3.2 COMMUNICATIONS PROTOCOLS

PNM'’s Supply Chain Sourcing team will be the Bidders’ point of contact for RFP communications during
the Proposal Development Cycle and during the Proposal evaluation. Bidders will be directed to provide
all communications through PNM'’s public sourcing site. All such incoming communications and all
outgoing communications to the Bidders from the RFP Administrator will be via either the general RFP

Alon
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“Market” Event intended for market-based Bids (e.g. PPA, ESA, or APA) or the “BT” Event within the public
sourcing site. All communications will be directed to the RFP Administration Team and/or the respective
technical evaluation team, as appropriate, and will be archived accordingly. The RFP Administration Team
will coordinate with team participants, as directed by the Project Manager, to provide responses to Bidder
questions and clarifications, facilitate SME reviews, and establish a Proposal shortlist at the conclusion of
Phase 2 of the Proposal evaluation.

4 SUMMARY OF PROPOSAL EVALUATION TOOLS

4.1 EVALUATION TOOLS

As noted, the evaluation of Proposals will progress in phases utilizing inputs from various PNM and
external functions as well as various analysis tools throughout. This Section provides an overview of the
various tools that will support the evaluation of Proposals. Each of the tools discussed in this section feeds
into the evaluation.

4.1.1 RFP Minimum Requirements Checklist

As part of the Proposal submittal process, each Bidder will be required to complete and submit a
Minimum Requirements checklist that identifies the degree to which the Bidder has complied with the
Minimum Requirements defined within the RFP. This checklist and associated and referenced
documentation will be the primary tool for evaluation and screening during Phase 1 of the evaluation
process. This checklist can be found as Attachment B or BT Attachment B to the RFP and is included
herein as Attachment B to this Bid Evaluation Methodology document. Non-compliance with the
Minimum Requirements will be justification for exclusion of the associated Proposal from any further
RFP evaluation.

4.1.2 Bid Comparison Template

A Bid comparison template will be utilized to tabulate key Proposal parameters for Proposals received
and passing the Phase 1 screening process. The Bid comparison template will be utilized during the initial
stages of the Proposal evaluation in order to identify any missing information, identify outlier Proposals,
and to initially summarize Proposal price and non-price factors for the purposes of Bid selection. The Bid
comparison template includes the following for each project, as applicable:

e Bidder and Proposal information including anonymous Bidder identifier, project location,
resource type, contracting structure, in-service date, term, etc.;

e Bidder’s degree of conformance with the RFP Minimum Requirements;

e Performance parameters including output, heat rate, round trip efficiency, assumed/anticipated
capacity factor/dispatch, etc.;

e Proposal pricing including as-Bid and evaluated capital costs, operating costs, PPA pricing, etc.
including evaluated first-year, levelized cost of delivered energy, and levelized cost of capacity
estimates;

« Financial analysis assumptions including escalation rates, tax treatment, payment rates;

e Estimated operating costs and Owner’s costs; and

e Price forecasts for fuel, electricity, consumables, and staffing.
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The format and parameters that will be documented in the bid comparison template are included in
Attachment C.

The proposed Bid comparison template is focused on establishing an initial comparison of Proposals
received, will be built-out as the evaluation progresses and will be used to inform ongoing evaluation
activities.

The financial and technical assumptions utilized in the Bid comparison will be utilized throughout the
evaluation of Proposals, with financial parameters as well as fuel and electric price forecasts based upon
assumptions consistent with PNM’s 2023 IRP. A summary of the financial evaluation assumptions is
included in Attachment D to this report.

4.1.3 PNM SME Analysis

During the initial phases of the Proposal evaluation, the RFP Administration Team will solicit feedback
from PNM SME’s regarding price and non-price evaluation criteria. SME’s are expected to include but not
be limited to personnel from the following PNM teams:

e Engineering;

e Wholesale Power Marketing;

e Environmental Services;

e Integrated Resource Planning;
e Energy Efficiency;

e Electric Transmission Planning;
* Natural Gas Transmission;

e Legal and Sourcing;

e Tax, Insurance, Accounting, Financial Planning;
e Regulatory; and

e Business Technology.

Specifically, feedback is anticipated to be provided for validation of proposed / estimated costs and
implementation schedules as well as assessments of the following, as applicable:

e Electric transmission interconnection;

e Electric transmission network upgrades;

e Electric transmission wheeling fees and losses;
» Natural gas fuel supply interconnection;

e Natural gas fuel supply transmission service;

e Land acquisition;

e Environmental permitting; and

e Bidder creditworthiness and surety provisions.

The engagement of SMEs with detailed utility system knowledge across business functions is required to
equalize Proposal considerations and promote a fair and comprehensive evaluation.

energy PagelO



PNM Exhibit RWN-5
Page 11 of 44

PR 2029-2032 Generation Resources RFP

4.1.4 Shortlist Scoring Matrix
Proposals will be evaluated considering a weighted scoring matrix consisting of the following major
scoring categories:

e Commercial Conditions;

e Creditworthiness;

e Team Qualifications;

e Project Engineering;

e Social, Environmental & Siting; and
e Interconnection/Performance.

The Shortlist Scoring Matrix will be utilized to document, refine and assess the full scope of price and non-
price factors in accordance with the identified weightings and factors and to establish the shortlist of
projects to be carried to the Phase 3 evaluation. The matrix will subsequently be utilized to further inform
the final Proposal selection during the Phase 3 evaluation. A separate matrix is presented for the “Market”
Bid and for the “BT” Bid evaluations due to the slightly different project characteristics and considerations
/ risks. The Shortlist Scoring Matrices are outlined in Attachment E. These matrices will serve as the
primary bases for selection of shortlisted Proposals in Phase 2 of the process and will inform, in
conjunction with the results of system portfolio modeling, final Proposal selections in Phase 3 of the
process.

In addition to the evaluated, levelized cost of capacity and levelized cost of energy, non-price factors will
be documented and ranked, as applicable, within the Shortlist Scoring Matrix.

Weighting of scores within the Shortlist Scoring Matrix will be:
A. 45% - Combined Price and Commercial/Contract Compliance; and
B. 55% - All Remaining Non-Price Factors (B. through F. below).

The non-price factors are identified within Appendix C of the RFP documents but are repeated here for
the sake of completeness.

A.  Commercial / contract compliance including:

a) Degree of acceptance of PNM’s commercial terms presented in the form
agreements; and

b)  Product and equipment performance guarantees and warranty protections.
B.  Respondent characteristics including:

a) Creditworthiness;

b)  Ownership structure and operating history; and

c) Financing plan/structure.
C.  Respondent qualifications and experience

a) Respondent’s past experience with technology and contract structure
proposed;
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Respondent team experience (local and prior working relationship); and

Respondent’s performance on PNM projects and health and safety history.

Project engineering and development status including:

a)
b)

©)

d)

e)

Planned operations and maintenance structure;

Level of system design and engineering identified and presented in the
Proposal as being completed,;

Detailed project critical path schedule identifying all important
development elements, environmental permit milestones and their timing;

Commercial viability, maintainability, and maturity of technology proposed
at the scale quoted; and

For BT Proposals, planned warranties and maintenance agreement
structure.

Social, environmental, and siting considerations including:

a)

b)

©)

d)

Project development and permitting status, including any potential for delay
as the result of a Respondent’s need for regulatory actions or approvals or
for permitting, land acquisition, licensing, transmission interconnection, or
transmission service;

An assessment of the emissions profile, environmental footprint, and
overall environmental feasibility for each project, site, access, permits, and
all necessary right of ways;

A Respondent’s environmental management system, (i.e., how the
Respondent handles the environmental risk and recycling of project
materials associated with its operations and the extent Respondent has
developed and implemented an environmental management system);

Compliance with IRP Rule objectives for reducing greenhouse gas emissions
and fostering equitable clean energy development; and

Community / stakeholder considerations including:

(i) Assessment of community and stakeholder engagement
implemented by the Respondent;

(ii) Compliance with environmental justice objectives including
consideration of;

e Placement of projects that may benefit under-served
communities with employment opportunities,

« Project financial and tax benefits afforded to under-served
communities,

e Aspects of project placement and design that adversely
and disproportionately impact local communities and
those with high concentrations of disadvantaged
demographics; and
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(i) Evaluation of Respondent’s intention for employment of local, New
Mexico work force, minority and woman-owned businesses, and
apprentices for the construction of the facilities.

F. Electrical interconnection plan / transmission system benefits and project
performance viability / operational flexibility including:

a)  Status of interconnection studies and agreement;

b)  Assessment of Respondent’s transmission capability/deliverability analysis
to deliver power to PNM’s load center and how Respondent proposes to
address potential transmission constraints;

c) Benefits to PNM’s electrical transmission system (locational, capital
deferral, reliability, etc.);

d) Operational flexibility characteristics of the proposed resource; and

e) Viability of performance and capacity quoted.

The RFP evaluation team will have a separate “best-in-class” Bid evaluation and short-list selection for
generation on Navajo Nation lands as well as a separate short-list selection for projects in the CCSD in San
Juan County. In this manner, individual Navajo and CCSD project(s) will be considered in the Phase 3 Bid
evaluation as part of a complete generation portfolio.

4.1.5 System Portfolio Modeling

PNM'’s system portfolio modeling will be utilized, primarily in Phase 3 of the Bid evaluation process to
incorporate the individual resource cost and performance information within a portfolio of resources
optimization. Modeling input templates will be populated by the RFP Administration Team from the data
included in the Bid comparison template and supplemented with additional, documented data, as needed
for the Bids shortlisted from the Phase 2 evaluation. The technical evaluation team will review and
contribute applicable project cost, performance, operations and maintenance costs, and technical
characteristic information to the RFP Administration Team for modeling of BT Proposals. Input templates
will include evaluated financial and performance parameters as required for the modeling.

The system portfolio modeling will be utilized to determine the best portfolio(s) of resources that achieves
the objectives of the RFP including, but not limited to, low cost to customers (via a system net present
value of revenue requirements (“NPVRR”) of costs analysis), system reliability (via a Loss of Load Event
determination), effective load carrying capability (“ELCC”), and transition to a zero carbon future.

Modeling will be performed with the evaluated pricing factors discussed in Section 4.1.2 and will rely
primarily on two complementary commercial modeling tools:

1. EnCompass, an optimal capacity expansion and production simulation model created by Anchor
Power Solutions, which is used to identify and simulate portfolios of least-cost resources to meet
future needs; and

2. SERVM, a loss-of-load probability model developed by Astrapé Consulting (now part of
PowerGEM), which is used to establish system reliability needs and to conduct detailed reliability
analysis of portfolios produced by EnCompass.
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To produce optimized portfolios, EnCompass incorporates a representation of how the system will
operate across a sampling of representative days over the course of the study horizon. At the same time,
PNM'’s reliability standard dictates that the portfolios should yield no more than one day of lost load in
ten years; a loss-of-load expectation (“LOLE”) of 0.1 or lower, and concurrently meet PNM'’s
environmental goals. Shortlisted projects may change due to various circumstances, which will require
iterations of capacity expansion, production cost and loss-of-load simulations. The capacity expansion
module will be configured to identify least-cost portfolios of resources over a 20-year study horizon while
meeting a number of constraints. The portfolio(s) of resources will account for the following, as applicable:

e Performance of new and existing resources;

e ELCC of existing and new resources;

e Evaluated capital costs;

e Evaluated operating/PPA costs;

e PNM ratemaking revenue requirements including return on/of investment, taxes, and
depreciation consistent with previous PNM filings;

» Portfolio new and existing resources for the study horizon; and

e Optimal capacity expansion simulations will be performed for various scenarios and sensitivities
to understand any trade-offs between portfolio costs, capacity and energy additions and policy
driven considerations to name a few.

The NPVRR cost of each portfolio will reflect total system costs/revenues over the study horizon for
comparison against other portfolios of resources.

5 EVALUATION METHODOLOGY OVERVIEW

The Bid evaluation process will require the implementation of methods to fairly and equally compare the
Proposals in a number of areas. The following discussion provides an overview of how some of these
factors will be considered and evaluated throughout the process.

5.1 TRANSMISSION SYSTEM ANALYSIS

An important element in the Bid evaluation process is to consider the full costs to the customer for each
new resource selection. Transmission interconnection and network upgrade costs as well as transmission
service costs can be a significant contributor to this overall cost determination. The timelines required to
implement the transmission interconnection and associated network upgrades can also be a significant
challenge to the deliverability of the project. Therefore, the review will involve a thorough assessment
and consideration of the costs and schedule included in each Proposal for electrical transmission
interconnection, system network upgrades required to support the export of generated electricity from
each site, transmission system losses, and any required wheeling fees. Information provided in each
Bidder’s Proposal will be assessed and clarified via Bid clarification requests.

After receipt of all available information supplied by the Bidders, PNM’s Transmission Planning team will
review the information submitted and provide an estimate of any required adjustments for

Alon
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interconnection costs, system upgrade costs, or wheeling fees as well as an estimation of the required
timelines to implement these upgrades. These estimates will be based upon previous transmission studies
or engineering estimates and will address costs and timing for electrical interconnection as well as
transmission line and transmission system upgrades required to maintain system reliability and
contingency requirements as a result of the project being added into the system.

Projects requiring significant interconnection or transmission upgrades and extended timelines required
for the implementation of these upgrades that do not support the quoted GSD may be excluded from
further consideration unless the Bidder can provide documentation from the transmission provider
confirming that the timeline will be satisfied. Furthermore, Proposals that do not satisfy the Minimum
Requirements associated with electrical interconnection, including any failure to demonstrate the
availability of firm transmission service or otherwise not provide a plan for firm transmission service to
enable the delivery of energy to PNM’s load, will be excluded from further consideration.

5.2 FueL SuppLY / COST ANALYSIS

For the natural gas fueled Proposals, the cost of delivered fuel will be based upon PNM’s gas commodity
forecasts utilized in the Integrated Resource Planning process. For specific sites and projects, adjustments
for the specific sources of fuel and the infrastructure required to deliver the fuel to each applicable site
will be incorporated. Estimates for this infrastructure will be developed from prior information received
by PNM through past investigations by the PNM Wholesale Power Marketing department.

Unless a Bidder has documented or contracted fuel supplies for a proposed project, the first year, 2029
through 2032 natural gas commodity pricing, excluding any required infrastructure upgrades, for
representative project locations will be assumed as shown in Table 5.2-1 for the purposes of the Phase 1
and Phase 2 evaluations. Phase 3 portfolio modeling evaluations will utilize gas commodity pricing
forecasts initiating on the specific guaranteed start date quoted for each proposed resource. Pricing and
infrastructure costs for additional sites and locations will be developed, as necessary, as a function of the
bids received.

Table 5.2-1. First Year Fuel Commodity Price Assumptions

2029 2030 2031 2032
Commodity | Commodity | Commodity | Commodity
Price Price Price Price
Site Location (S/MMBtu) | (S/MMBtu) | (S/MMBtu) | (S/MMBtu)
San Juan $4.22 $4.15 $4.14 $4.11
Reeves, Rio Bravo, $4.58 $4.51 $4.50 $4.47
Rio Puerco
Valencia, La Luz $4.22 $4.15 $4.14 $4.12
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5.3 ToTAL DELIVERED COST METHODOLOGY

One of the primary evaluation criteria for the Bids received in response to the RFP is the total delivered
cost of electricity to PNM load at one of the locations identified in the RFP Minimum Requirements. As
such, the following defines the methodology and costs that will be considered in estimating the total
delivered cost for each of the Bids received under the RFP. For comparison purposes, a first year cost and
20 year levelized costs of both delivered energy and capacity will be developed for each of the Proposals.
These costs will be utilized for initial assessment and shortlisting with portfolio modeling subsequently
used for determination of resource value.

More detail on the build-up of the total delivered cost is offered below.

5.3.1 Costs Considered

Throughout all of the Bid evaluation phases, an assessment of the total delivered cost of energy and total
delivered cost of capacity will be initially developed and further refined. The total delivered cost will
account for, but not be limited to:

e Project capital cost;

* New Mexico Gross Receipts Tax (for BT, DSR, and ESA options);

* Project fixed and variable operations and maintenance (“O&M”) costs;
e Equipment start charges, as applicable;

e Fuel supply to the project site;

e Required transmission interconnection costs;

e Required transmission system upgrade costs or wheeling fees to allow for delivery to PNM’s
system;

e Transmission system losses to the point of delivery within PNM’s system;
e DSR program set-up / initiation costs;
e PNM’s Owner’s costs for oversight and management of the contract; and

e Cost of charging energy storage devices from the grid.

5.3.2 Capital Cost Assumptions

The capital costs utilized in the cost evaluation will generally be as provided by the Bidders for the APA
and BT Proposals. Through clarification questions and through ongoing assessment, adjustments to the
quoted capital costs will be incorporated, as necessary, to account for the inclusion of New Mexico Gross
Receipts Taxes, shortfalls or variations in project scope, unaccounted for interconnection and
transmission system upgrade costs, as well as Owner’s costs.

For PPA, DSR and ESA Proposals, it will be clarified with all Bidders that the capital costs to develop and
implement the project in question are included in the proposed pricing. For factors not included, such as
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transmission system upgrades and Owner’s costs, these costs will be added into the economic evaluation
and treated as a PNM cost that would be additive to the quoted PPA or ESA pricing. The recovery of these
additive costs will be incorporated as a capital cost which will be converted to a revenue requirement and
applied to the associated Proposal.

Capital recovery costs for carbon-emitting resources will be determined over a project life that assumes
retirement of the resource in 2039 unless the related Proposal includes costs and performance associated
with an emissions compliance methodology that satisfies the emissions concentration requirements of
Section 62-19-10(D) of the New Mexico Public Utility Act. Those Proposals including a future emissions
compliance methodology (such as a fuel conversion) may alternatively be evaluated with the
incorporation of the associated capital costs and adjustments to fuel and operations and maintenance
costs after the date of the assumed project modification. To support this evaluation, and per the
applicable sections of the RFP, Respondents have been requested to clearly define the terms and
conditions, pricing, emissions, and performance for the generating resource as well as for the sourcing
and quantities of available alternative fuels, if applicable, over the proposed term. If a fuel conversion is
proposed, Respondents are requested to provide an estimate of such fuel conversion and delivered fuel
costs with the Proposal with such costs to be later confirmed. Lacking this information, the evaluation
team will solely evaluate the resource based upon the resource characteristics and quoted life without
implementation of the future emissions compliance methodology.

5.3.3 Dispatch Assumptions

As a basis of initial evaluation, and as stated in the RFP Instructions to Bidders and Technical Specifications,
the evaluated dispatch for each of the generation technologies will be as follows. These initial dispatch
assumptions will remain applicable in the case that the resources are paired in a hybrid configuration with
the accounting for any efficiency losses associated with a paired resource.

e Solar and Wind Renewables — dispatched as a function of the energy resource, unconstrained
with annual generation forecast as provided by the Bidder;

e Energy Storage — for up to 8 hour storage duration, modeled as one full charge/discharge
cycle per day, or 365 full cycles per year. Longer duration energy storage will be determined
based upon Proposal characteristics and equipment restrictions as proposed by the Bidder
and PNM modeling expectations;

» Demand-Side Resources —modeled in accordance with the type of DSR and availability of such
DSR as proposed by the Bidder;

» Natural Gas Flexible Resources — modeled with 1,500 operating hours per year (17.1 percent
capacity factor) and 400 starts per year; and

e Other Resources — modeled consistent with the proposal characteristics, market trends, and
integrated resource planning expectations.

Itis noted that the above dispatch assumptions will be utilized for the initial Phase 1 and Phase 2 economic
evaluation of stand-alone generation resources. As the evaluation progresses into the more detailed

Alon

energy Pagel7



PNM Exhibit RWN-5
Page 18 of 44

PR 2029-2032 Generation Resources RFP

system portfolio modeling, the dispatch and associated operation and maintenance costs will be
determined within capacity expansion and production cost modeling on the basis of economic dispatch
of the resources modeled.

5.3.4 Operations and Maintenance Cost Assumptions

To compare the cost of generation across various Bid types, the Bid evaluation team will develop
representative annual O&M costs. It is assumed that PPA, ESA, and DSR Bids will already include O&M
costs in their contract price, but BT and APA Bids will require the development of O&M costs because
those projects would be turned over to PNM for ongoing operation and maintenance. O&M costs for BT
Proposals will be developed by the applicable technical bid evaluation team and evaluated by the RFP
Administration Team for completeness as further described below.

The O&M costs will be divided into fixed and variable O&M costs. The fixed O&M costs will be defined to
include project staffing, fixed costs associated with any major equipment long term service agreement(s)
(“LTSA™), battery capacity maintenance costs, project insurances, site maintenance costs, and other
balance of plant fixed operating costs. The staffing estimates will be based upon traditional PNM staffing
methodologies considering the fact that there would be some level of remote operation of the sites from
existing PNM operations centers, and considering the fact that the addition of new units to existing PNM
sites would be advantaged by the presence of existing operations staff at the project sites.

Variable O&M costs are related to consumable and commodity costs determined as a function of the
operating hours of the facility. Variable O&M costs are expected to include any applicable water
consumption, waste water treatment costs, chemical consumption, ammonia consumption for NOx
emissions control, and variable long term service agreement costs associated with operating hours or
quantity of starts for the major equipment. Itis expected that the Bid evaluation will utilize variable O&M
costs for natural gas fueled technologies from prior LTSA quotes, thus depending upon comparable and
defendable market-based gquotations.

5.3.5 Transmission Costs

In addition to consideration of transmission system and interconnection capital costs, the Bid evaluation
will also consider transmission losses and wheeling fees associated with long-distance delivery
alternatives or delivery via multiple transmission system providers. As an example, for projects located
outside the counties directly surrounding Bernalillo County, a 2.7 percent loss allowance will be
considered to account for delivery to the Albuquerque load center. If not included in the Bidder’s
Proposal, other appropriate allowances will be included, as appropriate, for significant generation tie line
lengths and open access transmission tariff (“OATT”) standard loss allowances.

5.3.6 Owner’s Cost Assumptions

To account for PNM’s costs associated with the oversight and execution of a project, PNM’s Owner’s costs
will be estimated and added to the capital cost values discussed above. The scope of Owner’s costs will
include the following for each type of project structure.
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Owner’s Scope of Supply
Information Technology / Telecom X X
Land Procurement X
Permitting and Environmental X X
Project Management and Operations X X
Owner’s Engineering X X
Commissioning Costs
Commissioning Fuel X
Test Energy Credit X
Startup Consumables X
Permanent Plant Equipment and Furnishings X
Long Term Service Agreement Mobilization X
Initial Stock of Spare Parts X
Administrative Costs
Legal & Regulatory X X
Financial
General & Administrative Costs X X
AFUDC X
Owner’s Contingency X X

5.4 RENEWABLE GENERATION / ENERGY STORAGE TAX CREDIT CONSIDERATIONS

Throughout the Bid development and Bid evaluation process, the advantages of available tax credits for
renewable energy and energy storage investment will be considered. Bidders have been requested to
identify in their Proposals the tax credits and incentives upon which their Proposals are dependent. This
will include the influence of the Inflation Reduction Act, the Federal Investment Tax Credit, the Federal
Production Tax Credit, and other available state and local incentive programs.

An assessment of applicability of these tax incentives will also be performed for any BT Proposals offered
in response to the RFP and will be applied accordingly.
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5.5 LEASE ACCOUNTING CONSIDERATIONS

In discussions with PNM'’s credit rating agencies, PNM has identified that at least one rating agency is
likely to impute to PNM some level of debt as an on-balance sheet lease liability associated with any
energy storage project that involves pricing on a fixed capacity payment basis. Thiswould apply regardless
of if the fixed capacity payment structure was being applied to a stand-alone battery energy storage
project or the battery energy storage component of a hybrid solar / storage project. It was identified that
the fixed capacity payment structure (priced on a $/kW-month basis) would result in an on-balance sheet
lease liability under new (Financial Accounting Standards Board, Accounting Standards Codification 842)
accounting standards changed in 2019. Discussions with the credit rating agencies have informed PNM
that these liabilities would likely be reclassified as debt when assessing PNM’s credit metrics. Since these
credit metrics are direct inputs into PNM'’s credit ratings by the credit rating agencies, such imputed debt
adjustments could impact PNM’s cost of capital and therefore could have impacts on PNM’s customers.

As a result of this concern, the RFP has requested energy storage project pricing on a variable, available
hour basis (“availability pricing”). The RFP and associated bid evaluation process will consider this pricing
structure such that the need to account for imputed debt considerations is not expected. In the case that
a Proposal is only offered with firm, capacity based pricing, the associated Bidder will be asked to provide
the above identified availability pricing and, if the Bidder is not willing to provide such pricing, the
evaluation of that Proposal will include accounting for imputed debt.

6 PROPOSAL EVALUATION PHASE OVERVIEW

The phased evaluation of Proposals is discussed in Appendix C of the RFP. This Section provides a summary
overview of the evaluation of Proposals.

6.1 PHASE 1 EVALUATION — SCREENING
Proposals will initially be reviewed for completeness. Any missing information identified by the RFP
Administration Team or technical evaluation teams, as applicable, will be requested from Bidders.

Proposal attributes will be summarized in the Bid comparison tool (Attachment C) for those Proposals
satisfying the RFP Minimum Requirements. Initial observations will be summarized and presented based
on the Bid comparison template. Considering the initial review of Proposals and information provided in
response to Bidder questions and clarifications, Bidders and/or Proposals may be eliminated from
consideration based on the evaluation by the RFP Administration Team (with input from the technical
evaluation teams) and with the Project Manager’s approval.

Elimination during Phase 1 would be limited to Proposals that do not comply with the Minimum
Requirements in Section 1.4 of the RFP Instructions to Bidders including, but not limited to, consideration
of (i) the Supplier Risk Security Screening Questions issued with the RFP, (ii) law regarding the possession
of arequired contractor’s license associated with BT Proposals, (iii) firm, fixed pricing valid for the duration
requested in the RFP, (iv) project transmission and interconnection status and viability, (v) lack of an
executable plan supporting the proposed Guaranteed Start Date, or (vi) otherwise incomplete Proposals.
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Reasons for elimination will be documented, a Phase 1 Bid evaluation report will be prepared, and Bidders
will be notified accordingly at the end of Phase 1.

6.2 PHASE 2 EVALUATION — ESTABLISHMENT OF A PROPOSAL SHORTLIST

Proposals advancing from the Phase 1 evaluation will be evaluated further in Phase 2, resulting in the
establishment of a shortlist of Proposals consisting of the “best-in-class” Proposals of each technology
offered in response to the RFP.

If required, additional Bidder questions and clarifications will be issued by the RFP Administration Team
considering input and feedback from the technical evaluation teams. The RFP Administration Team will
solicit and coordinate evaluation input from PNM SME’s, engaging different PNM functions, as required,
for price and non-price factors. Pricing and schedule feedback and analysis will be provided by PNM SMEs,
as required, to equally compare the Proposals received.

The lifecycle cost analysis performed during Phase 2 will be utilized in conjunction with the input and
feedback from PNM SME'’s, the technical evaluation teams, and the RFP Administration Team to establish
a shortlist of Proposals. The shortlist of Proposals will be established based on total evaluated delivered
cost of energy and total evaluated delivered cost of capacity as well as the overall viability of the Proposal
with respect to its ability to achieve commercial operation by the proposed GSD, and overall compliance
with the objectives of NMSA 1978, Section 62-13-16, NMSA 1978, Section 62-18-10(D), the REA, and the
IRP Rule. These factors, in conjunction with the combined scoring of the price and non-price factors
identified in the Shortlist Scoring Matrices included in Attachment E will establish the Phase 2 shortlist.

The following objectives are initially established for the shortlist selection process, with the understanding
that the ability to comply with these objectives will be a function of the types and quantity of Bids
received.

1) To the extent that Bids satisfy the RFP requirements and pass the Phase 1 criteria, the shortlist
should maintain the most favorable Bids in each generation technology category, as available,
including:

a. Wind generation in varying size categories
b. Energy storage
c. Long-duration energy storage

d. DSR/ energy efficiency solutions

e. Heavy frame combustion turbines

f.  Aeroderivative combustion turbines

g. Reciprocating engines

h. Combined solar and energy storage solutions

i. Combined wind and energy storage solutions

j-  Combined natural gas and energy storage solutions

k. Other viable technologies as offered under the RFP
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2) To the extent that Proposals satisfy the RFP Minimum Requirements and pass the Phase 1 criteria,
the shortlist should generally maintain offerings in each technology category with sufficient
capacity to deliver the full capacity requested within the RFP, if available.

3) The shortlist will retain separate “best-in-class” generation projects on Navajo Nation lands.
4) The shortlist will retain separate “best-in-class” generation projects within the CCSD.

5) The shortlist should avoid including Proposals that include any “fatal flaws” considering
experience, development status, transmission system viability, and/or incomplete Proposals.

6) The shortlist should retain offerings that reduce the total delivered cost of electricity.

To the extent that sufficient Proposals are received, the Proposal shortlist is planned to retain sufficient
guantities of each technology with redundancy of Proposals for contract negotiation and competitiveness
purposes.

At the conclusion of Phase 2, a Phase 2 Evaluation Summary report will be issued. Bidders will be notified
accordingly regarding advancement to Phase 3 or no longer being considered.

6.3 PHASE 3 EVALUATION — SHORTLIST EVALUATION AND NEGOTIATIONS

During the Phase 3 evaluation, the shortlisted Proposals will be evaluated further, with additional Bidder
questions and clarifications being issued, as required, and more in-depth PNM SME reviews taking place.
Meetings will be held virtually or in-person with the shortlisted Bidders and evaluated costs will be
validated through additional evaluation.

The applicable Shortlist Scoring Matrix may be further refined for the shortlisted resources to identify
those, by technology, that evaluate most favorably.

Considering the shortlist of the highest-ranking proposals, various portfolios will be evaluated and
analyzed via PNM’s system portfolio modeling tools, including:

1. EnCompass, an optimal capacity expansion and production simulation model created by Anchor
Power Solutions, which is used to identify and simulate portfolios least-cost resources to meet
future needs; and

2. SERVM, a loss-of-load probability model developed by Astrapé Consulting (now part of
PowerGEM), which is used to establish system reliability needs and to conduct detailed reliability
analysis of portfolios produced by EnCompass.

Both tools are necessary to obtain a robust result that balances the planning objectives. To produce
optimized portfolios, EnCompass incorporates a representation of how the system will operate across a
sampling of representative days over the course of the study horizon. At the same time, PNM’s reliability
standard dictates that the portfolios should yield no more than one day of lost load in ten years; a loss-
of-load expectation (“LOLE”) of 0.1 or lower. This detailed reliability analysis will be conducted using
SERVM for the top performing portfolios.
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As the resources selected from this RFP must be considered as a portfolio solution, the system portfolio
modeling will be utilized to determine several new resource portfolios that best satisfy the RFP objectives.
Following the completion of the scoring matrices and the portfolio modeling, PNM will issue a
recommended portfolio of resources to the Independent Monitor for review.

Upon identification of the recommended portfolio of resources, PNM may pursue contract negotiations
with one or more Bidders. PNM anticipates advancing multiple Proposals into a final shortlist selection to
maintain leverage and competitive forces and to retain alternative Proposals should negotiations with
selected Bidders be unsuccessful.

At the conclusion of Phase 3, a Phase 3 Evaluation Summary report will be issued to document the RFP
evaluation process. Bidders will be notified accordingly regarding potential selection or non-
consideration.

6.4 REPORTING

A report will be developed for each phase of the Proposal Evaluation summarizing activities completed,
Proposals received and currently in consideration, Bidder correspondence, reasons for exclusion of any
Proposals from further consideration, any deviations from the established process, and general outcomes.

7 SUMMARY DISCUSSION

PNM'’s 2029-2032 RFP seeks Proposals for the supply of varying types of resources within the time period
of 2029 through 2032. The RFP was issued on December 30, 2024 and Proposals are due on May 14, 2025.
Upon receipt of Proposals, evaluation will begin immediately. The RFP Administration Team will complete
an initial screening and establish a Proposal shortlist for all of the requested Guaranteed Start Dates
during Phase 1 and Phase 2 of the respective Bid evaluation processes. Phase 3 of the evaluation,
including detailed reviews, negotiations, and selections will be completed after selection of the shortlisted
Bids.

The Proposal evaluation includes review, analysis, modeling, comparative assessment, feedback from
SME’s, and other activities, with the overall goal to provide the most advantageous path forward to
provide value to PNM customers, to reduce project deliverability risk, and to reduce reliability risk on
PNM'’s system.

The evaluation will be completed based on the best available information and the approach and
methodology is subject to change based on other influencing factors, such as changing regulatory
requirements. PNM is committed to conducting a fair and transparent process, and the purpose of this
document is to highlight PNM’s commitment to doing so.
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2029-2032 Generation Resources RFP
Proposal Evaluation Methodology

Attachment A
RFP Schedule
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April 2025
DRAFT PNM 2029-2032 Generation Resources RFP ¥
D [Task Name 2025 |2026
Tst Quarter 2nd Quarter 3rd Quarter 4th Quarter st Quarter
Dec Jan | Feb | Mar Apr May Jun Jul | Aug Sep Oct Nov Dec Jan
1 2029-2032 Resource Bid Cycle I 1
2 RFP Documents Available for Bid 1230
3 Pre-Bid Conference * 1/22 l
4 Proposal Due Date 5/14
5 Phase 1 Bid Evaluation FI
6 Phase 1 Bid Evaluation Begins ’ij
7 Phase 1 Bid Evaluation Complete 6/13
8 Phase 2 Bid Evaluation
9 Phase 2 Bid Evaluation Begins
10 Phase 2 Bid Evaluation Complete Q‘ 7718
il Phase 3 Bid Evaluation u 1
12 Phase 3 Bid Evaluation Begins Qmﬁ
13 Final Bid Selection 9411 1
14 Execution of Contract(s) /8
15 Regulatory ’l‘ 1/12
16 Resource Filing e 1/12
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2029-2032 Generation Resources RFP
Proposal Evaluation Methodology

Attachment B

Minimum Requirements Checklist
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ATTACHMENT B — MINIMUM REQUIREMENTS CHECKLIST

Respondent shall submit a completed Minimum Requirements checklist in the form of this
Attachment B with the Proposal for PNM’s review and validation of satisfaction of the RFP
Minimum Requirements.

Incomplete information or failure of the Respondent to certify or satisfy compliance with the
RFP Minimum Requirements will result in the Proposal being excluded from further
consideration under this RFP.

Note that the Minimum Requirements are summarized herein for the sake of brevity of this
checklist. Please see Section 1.4 of the RFP Instructions to Bidders for detailed descriptions
of the RFP Minimum Requirements.

Respondents shall complete the column entitled “Satisfied” by either entering a “Y” for Yes if
the Minimum Requirement is satisfied or an “N” for No if it is not. Respondent shall provide
additional information in the Respondent Confirmation column to the extent requested in
the Minimum Requirement column or as desired by Respondent to clarify the Proposal.
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Item
H

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

1

Proposal Due Date — Enter date that the
proposal was submitted to the RFP Event

2)

Fully Functional Resource — Describe the
resource offered and verify that it is a fully
functional electric generation, storage, or
demand-side resource

3)

Supplier Code of Conduct — Confirm
acknowledgement and agreement to comply
with PNM’s Supplier Code of Conduct and
enter the date that it was so acknowledged in
the RFP event

4

Non-Disclosure Agreement — Enter date that
the non-disclosure agreement was executed

5)

Supplier Risk Security — Confirm compliance
with the Supplier Risk Security Screening

Questions

Enter the date that responses to the Supplier
Risk Security Screening questions were
submitted to the RFP Event

6)

Guaranteed Start Date — Enter the Guaranteed
Start Date(s) for which the Proposal is valid

7)

New Mexico Apprenticeship — Confirm
intended compliance with Section 62-13-16 of
the PUA

Confirm the expected percentage of
apprentices that will be applied to the
construction of the project

Bid Certification — Confirm submittal of
completed Attachment C or BT Attachment C,
as applicable
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Item
#

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

9)

Applicable Law — Confirm that the Proposal
and the project to be implemented will comply
with all applicable federal, state and local laws

10)

Bid Currency — Confirm that all prices in the
Proposal and pricing forms are quoted in
nominal U.S. dollars in the year to be incurred

11)

Commercially Proven Technology — ldentify
proposed technology(ies) and the size quoted

Identify the location within the proposal that
provides supporting documentation that the
technology is commercially proven at the size
quoted

12)

New Mexico Contractor’s License (BT Proposals
Only) — Confirm that Respondent holds a New
Mexico Contractor’s License

Identify the section of the Proposal that
includes a copy of Respondent’s New Mexico
Contractor’s License

13)

Investment Grade Qualification — Identify
Respondent’s financial rating (S&P / Moody’s)
or otherwise identify the section of the
Proposal that includes evidence of a good faith
commitment from a financial institution or
lender for the proposed project with credit
ratings by S&P and Moody’s of at least A- and
A3, respectively and at least Ten Billion Dollars
($10,000,000,000) in U.S.-based assets

14)

Complete Proposal — Certify that Respondent
has completed and submitted the applicable
bid forms and supplemental information
requested within the RFP

15)

Fixed Priced Bid / Bid Validity — Confirm that
Respondent’s Proposal includes firm, fixed
pricing valid for a period of 24 months after
submittal

Identify the date through which the proposal
pricing is valid
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Item

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

16)

Commercial Terms — lIdentify Proposal section
that includes the completed version of the
Commercial Term Summary Bid Form

Identify the Proposal section that includes the
redline to the applicable form agreement or
term sheet

17)

Generator Interconnection Application Status —
Identify the interconnect queue number for

the proposed project and the interconnection
cluster within which the application was
submitted

Should the proposed project be
interconnecting to a transmission system
external to PNM’s transmission system,
identify the Proposal section that includes
documentation justifying the ability to deliver
the project’s energy on a firm transmission
basis by the proposed Guaranteed Start Date

18)

Transmission Deliverability — Identify the
location within PNM’s system to which the

proposed project will deliver its energy. (See
item 18 in Section 1.4.1 of the RFP
Instructions to Bidders for required locations.)

Identify any necessary wheeling associated
with the delivery of the project energy and the
associated wheeling costs included in the
Proposal

19)

Inclusion of Interconnection / Network
Upgrade Costs — Confirm that Respondent has
identified and included all electrical
interconnection costs, network upgrade costs,
and third-party wheeling fees

Identify where in the proposal this information
can be found

20)

No Stand-alone Solar or Coal-Fired Generation
— Confirm that (i) a stand-alone solar project
without a capacity-firming component or (ii) a
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Item

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

project fueled with coal is not offered under
this RFP

21)

United States Experience — Confirm that
Respondent has successful and completed

experience within the United States with
projects of any technology at a total installed
capacity of all projects of at least twice the
capacity proposed

Identify the section of the Proposal that
identifies Respondent’s U.S. experience

22)

Respondent Technology Experience — Confirm
that Respondent has prior experience with the

technology and the project structure at a scale
that is at least 75% of the size and scale
proposed. A Respondent may rely on the
experience of its parent company, its
subsidiaries, its partner(s) in a partnership, or
on its sub-contractors to comply with this
requirement.

Identify the section of the Proposal that
identifies Respondent’s applicable experience

23)

Prior Contract Default — Confirm that
Respondent (or any of its affiliates) has not
defaulted on an executed contract with PNM
within the past 5 years

24)

Timeline for Posting of Development Security
— Certify that Respondent is willing to post the
contractual Development Security within 90
days of execution of the Agreement (or within
10 business days of an LNTP for the LNTP
value and upon FNTP for the Contract Value
for BT Proposals)

25)

Project Schedule — Confirm that Respondent
has included a credible Gantt chart
implementation schedule that supports the
Guaranteed Start Date proposed and is willing
to commit to this schedule

Identify the section of the Proposal that
includes the Gantt chart schedule
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Item

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

26)

Identification of Tax Incentive Reliance:
Confirm that Respondent has identified all
federal, state, tribal, and local tax incentives
relied upon for the firm price Proposal

Identify the section of the Proposal that
identifies the applicable tax incentive reliance

Confirm that Respondent agrees to retain all
risk associated with federal, state, tribal, and
local tax credit qualification including any
associated price and schedule impacts

27)

Technology Tariff Considerations: ldentify the
applicable governmental tariffs and duties
accounted for in the proposed pricing

Identify any pending tariffs and duties not
accounted for in the proposed pricing and any
proposed methodology to manage the
associated costs within this RFP process
should they become applicable

28)

Taxes: Confirm that Respondent has included
all applicable taxes (i.e. New Mexico Gross
Receipts Tax), licenses, fees, etc. in the
proposed pricing and that no adjustment will
be required for inclusion of any additional
taxes

Identify the section of the Proposal that
includes a clear description and break-out of
these taxes, licenses, fees, etc. in the Proposal

29)

Automatic Generation Control: Confirm that
the proposed project will be capable of being
fully dispatchable by PNM, including intra-hour
dispatch changes, and able to operate under
automatic generation control (AGC) with
signals that originate remotely from PNM
operations centers

30)

Use of PNM Sites (PPA, ESA Proposals only):

Confirm that Respondent’s proposal does not
rely upon the use of existing PNM controlled

sites

Yy
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Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

31)

Proof of Site Control: lIdentify the type of site
control that Respondent has in-place for the
land required for the project and off-site
infrastructure (i.e. (i) a title to the site, (ii) an
executed lease agreement, (iii) an executed
easement, or (iv) an executed option
agreement applicable to at least 75 percent of
the necessary land);

Identify the section of the Proposal that
includes the agreements and documentation
that verifies Respondent’s site control

32)

NEPA Permitting: Confirm that necessary
NEPA permitting and federal or tribal agency
approvals have been obtained or otherwise
identify available documentation confirming
the ability to complete these activities per the
proposed project schedule

Identify the section of the Proposal that
identifies the status of such permitting and
approvals or that includes the requested
documentation

33)

Ambient Conditions: Identify the ambient
temperature range over which the project is
capable of both full load and idle operation.
(Minimum Requirement is -20°F to 110°F with
the full range of relative humidity)

34)

Technical Specifications: Confirm that
Respondent accepts all requirements of the
Technical Specifications applicable to the
technology proposed as included in the
applicable subsection of Appendix L

Identify the section of the Proposal in which
the applicable Technical Specifications are
included with a statement of acceptance
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Item
H

Minimum Requirement

Satisfied
(Y/N)

Respondent Confirmation

PNM RFP
Team
Validation

1

Tax Treatment: All APA Proposals must
provide a description of the proposed
transaction from a tax perspective, including
whether the Respondent plans to sell a limited
liability company (“LLC”) or assets, which
could have tax implications for PNM.

2)

Interconnection Costs: Costs proposed for all
APA resources must include all electrical
interconnection, fuel, and other utility costs,
as applicable. Respondent’s Proposal must
include firm, not to exceed, interconnection
costs.
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Dated: February 21, 2024
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Construction Capacity for
Assigned Proposal Bidder GSD Bidder Proiect Bid Tvoe Contr:ct:)r Bid Type Total Project Site Export Capacity Generation Energy Storage Energy Storage Energy Storage Ca a’::it : ghar e Heat Rate
Number ) P License Subcategory Capacity (MW) (Mw) Capacity (MW) Capacity (MW) Duration (hrs) (MWh) P (MyW) 8 (Btu/kWH - HHV)
17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
Contracted Fuel Site Annual Annual Ener; Net System Quantity of
: X Coordinates Expected COD| Guaranteed Generation from K &y Annual System Net Generation X 5 ., Per Start Charge X - .
Consumption per Site County State Term (Years) Storage Discharge X : Capacity Factor DC/AC Ratio ! Generating Units
day (MMBtu) (PPA and BT / Start Date | Start Date Gen. Source (MWh) Delivery (MWh) | Capacity Factor (%) %) ($/start per unit) *)
B bids only) (MWh) .
33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48
) ) Evaluation Evaluation Estimated
Battery L. Estimated Interconnection / . ) ) .
Assumed . Assumed : : .. Transmission / . . Proposal Adjustments for | Adjustments for Evaluation Notes |[Interconnection In-
. Annual Quantity of Round Trip Point of Transmission . Transmission Transmission .. . . . .
Operating Hours Battery Cycles .. Notes POI ' Wheeling Fees .. i .| Transmission Cost | Added Electrical | Added Electrical for Electrical Service Date (by
Starts (#) Efficiency (at Delivery GIA / SIS Status Upgrades (inclin | Upgrades Priced in X . : L o
(Hrs/yr) per year (#) POI) (%) ($/kw-mo) roposal) Proposal Basis Transmission Interconnection Transmission PNM Transmission
° prop P Capital Cost ($) Capital Cost ($) Planning)
49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64
Losses Losses from
Estimated Electrical Total Electrical Cost Transmission
Electrical Losses : : Applicable Site to ABQ ! Capital Cost ) Capital Cost 1981 i / , Total Solar Capital | Total BESS Capital | Total Capital Cost . Battery Capital Cost| PPA Contract Price
L Losses to be Added i Losses to be Added Adjustment i Interconnection | Owner's Costs ($) Capital Cost (S/kW)
Included in Bid from Site to | Load Center (S) Adjustments ($) ) Cost (S) Cost (S) ($) ($S/kWH) (S/MWH)
(%) (%) Notes Adjustments ($)
ABQ? (%)
65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80
Curtailment Price Fixed O&M / EPC Capital |Applicable Gross| % of Capacity Total Fixed O&M
Capacit Capacity/Fixed EPC Capital Natural Gas Natural Gas
Adjustment Battery Energy Variable O&M Esc:IatIi:n Cth ;‘{g /::N Recoverpl Cost Recovery Receipts Tax Payment for GRT Adder for ESAs Trans uort Adder Trans uort Adder Fixed O&M Cost | Fixed O&M Cost Cost ($/kW-yr) Total Fixed O&M
(S/MWH/% Charge ($/MWH) / Energy %) I\ﬁonth) ($/kWy " Cost Adder for ESAs | Additional GRT ($/kW-mo) (S/MI’\)/IBtu/da ) (S/pkW " (S/kW-yr) (S/MWh) (with Gas Transport| Cost ($/MWH)
curtimt) Escalation (%) i U ($/MWh) (%) (%) E u & GRT)
81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96
Total First Year EPC Variable O&M CSA Variable |CSA Variable Total Variable | Total Annual | Cost of Delivery | Assumed Cost of ) Total Cost of ) Impact of
k X i Cost of Battery ITC/PTC Benefit Total Annual k Impact of Electrical .
Annual Fixed Cost (excl CSA costs) 0O&M Cost O&M Cost |Start Charges (S/yr)] O&M Cost Variable / excluding fuel | Fuel (5/MMBtu- |Cost of Fuel ($/MWh) Charging ($/MWh) ($/MWh) Charges ($/yr) Generation Losses ($/MWh) Wheeling Fees
Charges ($/yr) ($/Mwh) ($/hr per unit) [ ($/MWh) ($/MWH) | O&M ($/yr) ($/MWH) HHV) ($/mMwh) ($/Mwh)
97 98 99 100 101 102 103 104 105 106 107 108 109 110 111 112
Prici
Total First Year Levelized Total Total First Year) Accredited | Levelized Cost per Inc;l:i;:z / Required Release| Tax Credit Reliance Reason for Phase 1 Reason for Phase 2
Delivered Cost Evaluated Delivered | Delivered Cost| Capacity Unit of Accredited ) Other Notes Bid Validity q ) On Navajo Land? in CCSD? Pass Phase 1? ) Phase 2 Shortlist? )
§ Delivered Date (ITC/PTC/IRB/PiLOT) Exclusion Exclusion
($/MWwh) Cost (S/MWh) (S/kW-yr) (MW) Capacity ($/kW-yr)
Cost Notes
113 114
R for Ph
Phase 3 Selection? cason or. ase 3
Exclusion
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Phase | Scoring Matrix

Bidders Name/Number

Bidder A

Bidder B

Bid Number

Commercial Conditions Site Name

Creditworthiness Project Size (MW)

Team Qualifications Resource Type

Project Engineering In-Service Date

Social, Environmental & Siting Interconnection Location

Interconnection/Performance Pricing Structure

Total 0% RFP

Total Score LCOE (1000 Max)|

0.0

0.0 |

Total Score LCOC (1000 Max)]

0.0

0.0 |

Total Non-Price Ranking

0.0

0.0

1.0

LCOE Commercial Conditions LCOE Commercial Conditions Weighted Score

0.0

0.0

1.0

LCOC Commercial Conditions LCOC Commercial Conditions Weighted Score

0.0

0.0

0

151
14

Total Delivered Cost (Levelized Cost of Energy)

Total Delivered Cost (Levelized Cost of Capacity)

Calculated LCOE

Calculated LCOC

Risk Adjusted LCOE

Risk Adjusted LCOC

[90-100] In lowest quintile of pricing for the technology offering

[80-90] In second to lowest quintile of pricing for the technology offering
[70-80] In middle quintile of pricing for the technology offered

[60-70] In second to highest quintile of pricing for the technology offered
[50-60] In highest quintile of pricing for the technology offering

Guarantees / LDs / Warranties

[75-100] All identified and in compliance with term sheet/form agreement

[50-85] Majority of factors identified and in compliance with term sheet/form agreement
[25-75] Moderate non-compliance with term sheet/form agreement requests

[0-50] Significant non-compliance with term sheet/form agreement requests

General Acceptance of Terms

[75-100] No exceptions to proposed term sheet
[50-85] Limited exceptions to proposed term sheet
[25-75] Moderate exceptions to proposed term sheet
[0-50] Major exceptions to proposed term sheet

2.0

Creditworthiness Creditworthiness Weighted Score

0

21

Credit Support

[80-100] Investment grade rated or letter of credit

[70-90] Below investment grade/no rating with letter of credit

[70-90] Parental Guarantee or Guarantor is Investment grade rated

[25-70] Below investment grade/no rating, no Guarantor, no letter of credit/support
[0-40] Junk rated/no support/history of default

2.2

Project Financing

[75-100] 100% Self-Financed, Owned, and Operated

[50-85] Dvipmt/Const Self-Funded, Equity Investor identified, Partial Ownership
[25-75] Dvipmt/Const Self-Funded, Flipped to New Owner/Investor

[0-50] Financing not discussed, No financing plan, Equity Investor(s) not defined
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Phase | scoring Matrix Bidders Name/Number

Bid Number
Commercial Conditions Site Name

Bidder A

Bidder B

5.0

Social, Environmental & Siting Social, Environmental & Siting Weighted Score

0

5.1

Right of Way and Site Acquisition

[80-100] All of Site and Right-of-Way is secured, site acquired, cost certain
[60-80] Right-of-Way is secured, site is acquired, cost estimated

[25-60] Right-of-Way & project site under option agreement

[0-30] Right-of-Way not yet secured & project site not yet acquired

5.2

Environmental Site Assessment

[70-100] Site assessment completed w/documentation-no issues

[50-70] Site Assessment completed, no siting issues, lacks documentation
[25-50] Site Assessment underway, potential siting issues with mitigation plan
[0-30] Site Assessment not completed and unrealistic schedule expectation

5.3

Enviromental Permits / Impact

[70-100] All required permits acquired / no-to-low impact / carbon plan in place
[40-70] Some permits acquired / moderate impact / carbon concept in place
[0-40] Bidder states no permits acquired / high impact / no carbon plan

5.4

Community Support/Labor Sourcing/Env Justice

[80-100] Strong community support / significant apprentice & NM labor use / complies with
environmental justice objectives

[50-80] Moderate community support & NM labor / complies with apprentice use /
moderately compliant with environmental justice objectives

[30-60] Little community support / partially complies w apprentice & NM labor use /
minimally complies with environmental justice objectives

[0-40] Viewed unfavorably by community / does not comply w apprentice use or
environmental justice objectives

6.0

Interconnection/Performance Interconnection/Performance Weighted Score

0

6.1

Interconnection

[90-100] Project has LGIA / no network upgrades / limited interconnection scope
[60-90] Project in DISIS process / limited network upgrades / limited interconn
[30-60] Project will enter DISIS process / moderate network & interconn scope
[0-30] Project has not entered DISIS / no estimate of required upgrades

6.2

Transmission Delivery

[90-100] Project does not require delivery investment (i.e. connects to PNM)
[30-90] Project identifies delivery need (wheeling service, new construction)
[0-30] Project requires delivery; plan not established (wheeling, etc.)

6.3

Contribution to Operational Flexibility

[90-100] Project is dispatchable w/ strong capability for ancillary services
[70-100] Project is dispatchable w/ moderate capability for ancillary services
[30-70] Project has moderate dispatchability / capability for ancillary services
[0-30] Project offers little value for dispatch/ancillary services

Performance Feasibility & Bid Credibility

[80-100] Projected capacity factor / efficiency is within expected ranges (below)
[50-80] Projected capacity factor w/in 1%-2% of expected ranges

[30-80] Projected capacity factor w/in 3%-4% of expected ranges

[0-20] Projected capacity factor is greater than +/- 5% of expected

rgy
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1 INTRODUCTION

Public Service Company of New Mexico (“PNM”) a wholly owned subsidiary of PNM Resources, Inc.,
issued its 2029-2032 Generation Resources Request for Proposals (the “2029-2032 RFP”) on December
30, 2024 for the supply of new energy resources and programs identified within the statement of need
resulting from PNM’s 2023 Integrated Resource Plan (“2023 IRP”) filed on December 15, 2023 and its
2023 IRP Supplemental Analysis filed in October 2024. The exact quantity of resources selected and the
timing of implementation of the resources will be dependent upon resource characteristics and resource
modeling, regional economic development load growth, and PNM’s most recent load and planning
forecasts. All resources selected from this RFP process are subject to New Mexico Public Regulation
Commission (“Commission”) approval. Proposals were requested for capacity and energy resources that
could guarantee the delivery of new, incremental, firm capacity by or before January 1, 2029, January 1,
2030, January 1, 2031, or January 1, 2032.

The 2029-2032 RFP is focused on securing resources that support PNM’s resource plan which is focused
on balancing three primary objectives, namely: maintaining affordability, ensuring reliability, and
mitigating impacts upon the environment. This focus is consistent with the IRP Rule’s objectives of
prioritizing cost-effective resources that reduce greenhouse gas emissions, foster equitable clean energy
development, and facilitate grid modernization.

Other than resource types or project ownership structures specifically excluded within the RFP, the
2029-2032 RFP is structured as an all-source capacity solicitation considering various types of
technologies and delivery structures. PNM has received and is evaluating proposals (“Proposals”) for
renewable, storage, and thermal resources as well as combinations of each from participating bidders
(each a “Bidder™). Additionally, PNM has received and is evaluating resources delivered under the
following structures:

e Power purchase agreements (“PPAs”);

e Energy storage agreements (“ESAs™);

e Asset purchase agreements (“APAs”); and

e Build-transfer (“BT") agreements at PNM sites.

This summary report provides an overview of Proposals received and the results of the Phase 1
evaluation of these Proposals.

2 SUMMARY OF PROPOSALS

Proposals were received on May 14, 2025 with this Phase 1 evaluation beginning immediately upon
receipt. In response to the RFP, PNM received Proposals from 36 different companies offering Proposals
from 71 different projects. For these 71 projects, Bidders offered numerous pricing structures,
contracting structures, and capacities, resulting in 207 different project variants for evaluation. Table 2-
1 provides a high-level summary of the types of Proposals received.

energy Page 4
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Table 2-1. Summary of Proposals Received.

Technology Contracting Structure Proposals Generation Storage
Capacity Capacity
PPA ESA BT AP MW MWh

A Quantity
Wind 23 - - - 23 11,986 -
ESS (Long Duration >6 hrs) - 14 - - 14 - 21,007
ESS (6 and less hrs duration) - 56 4 3 63 - 47,504
Solar + ESS 87 - - 8 95 17,410 94,932
Solar + Gas 3 - - - 3 614 -
RICE + ESS - - 1 - 1 134 600
Gas - Aero 3 - - - 3 612 -
Gas - Frame 3 - - - 3 1,834 -
Gas - RICE 1 - - 1 2 354 -
Total 120 70 5 12 207 32,943 164,043

While Table 2-1 provides a summary of the total generation and storage available from all of the project
variants offered, Table 2-2 provides a summary of the total capacities offered by technology considering
the maximum capacity offered from each project site. For sites that offered both long duration storage
and short duration storage, the maximum storage capacity in each category is included in Table 2.2
whether it was offered as a stand-alone energy storage project or in a hybrid configuration with another
technology resource. All solar resources were offered as part of a hybrid configuration.

Table 2-2. Total Resource Capacity Proposed by Technology.

Technology Generation Storage Capacity
Capacity

MW MWh
Wind 2,865 -
Solar 6,160 -
ESS (Long Duration >6 hrs) 3,626 52,007
ESS (6 hrs and less Duration) 10,322 42,387
Gas - Aero 229 -
Gas - Frame 1,280 -
Gas - RICE 311 -
Total 25,294 94,395
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3 PHASE 1 EVALUATION - SCREENING

The Phase 1 evaluation efforts were focused on screening the submitted Proposals for completeness
and compliance with RFP Minimum Requirements outlined in Section 1.4 of the RFP including, but not
limited to, consideration of (i) the Supplier Risk Security Screening Questions issued with the RFP, (ii) law
regarding the possession of a required contractor’s license associated with BT Proposals, (iii) firm, fixed
pricing valid for the duration requested in the RFP, (iv) project transmission and interconnection status
and viability, (v) lack of an executable plan supporting the proposed Guaranteed Start Date, or (vi)
otherwise incomplete Proposals. The Phase 1 evaluation was initiated upon receipt of the Proposals on
May 14, 2025 and was completed as of June 9, 2025. One round of clarification questions was issued to
all of the Bidders on May 23, 2025 providing the Bidders an opportunity to address any shortfalls
identified by the RFP Administration Team. Responses were received from all of the Bidders.
Additionally, the bid evaluation team did confirm that all of the Bidders satisfactorily responded to the
Supplier Risk Security Screening Questions included in the mandatory “Questions” section of the
respective RFP event.

As part of the Phase 1 evaluation process, the RFP Administration team completed a first draft of the bid
comparison template including as-provided information from the Bidders. This preliminary bid
comparison document has been documented for record purposes as “Confidential PNM 2029 RFP Bid
Summary Document (20250609).xIsx”. At this phase of the Proposal evaluation process, the bid
comparison template is considered very preliminary, indicative in nature, and subject to change as a
function of ongoing clarification and evaluation considerations.

Considering the initial review of Proposals and information provided in response to Bidder clarifications,
the RFP Administration Team, with the Project Manager’s approval, has decided to eliminate the
following Proposals from further consideration based on the factors as noted for each Proposal.
Elimination during Phase 1 is limited to Proposals that have not complied with the RFP Minimum
Requirements as required and identified in the 2029-2032 RFP documents.

Based upon the above criteria, the Proposals determined to be excluded from further consideration
after the Phase 1 Proposal evaluation are as follows.

= Bidder #15 — PPA Proposal for Simple Cycle Natural Gas Fired Generation (Bid 15-1GT): Bidder
submitted an incomplete proposal.

e Bidder #58 — PPA Proposal for Wind Generation (Bid 58-1W): Bidder’s proposed Guaranteed
Start Date is later than the in-service dates requested in the RFP.

= Bidder #50 — PPA Proposal for Hybrid Solar and Energy Storage (Bids 50-1.1H and 50-1.2H):
Proposal was not in compliance with RFP requirements in that Bidder was unwilling to provide
energy storage agreement pricing on an availability basis as requested in the RFP.

» Bidder #33 — PPA Proposal for Hybrid Solar and Energy Storage (Bids 33-1.1H and 33-1.2H):
Proposal was not in compliance with RFP requirements in that Bidder was unwilling to provide
energy storage agreement pricing on an availability basis as requested in the RFP.

e Bidder #73 — PPA Proposal for Hybrid Solar and Energy Storage (Bids 73-1H): Proposal was not
in compliance with RFP requirements in that Bidder was unwilling to provide energy storage
agreement pricing on an availability basis as requested in the RFP.
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e Bidder #44 — PPA Proposal for Hybrid Solar and Energy Storage (Bids 44-5H and 44-6H):
Proposal was not in compliance with RFP requirements in that Bidder was unwilling to provide
energy storage agreement pricing on an availability basis as requested in the RFP.

It should be clear that other Proposals offered by any of these Bidders will remain under consideration
through Phase 2 of the Proposal evaluation process, as applicable. Bidders #15, #33, #50, #58, and #73,
however, will be removed from consideration as the bids outlined above are the only Proposals offered
by these Bidders.

Upon removal of these Proposals, the RFP process will continue to evaluate 198 project variants from 31
Bidders and 66 projects as represented in Table 3-1.

Table 3-1. Summary of Proposals Passing Phase 1 Screening Evaluation.

Technology Contracting Structure Proposals Generation Storage
Capacity Capacity
PPA ESA BT AP MW MWh

A Quantity
Wind 22 - - - 22 11,026
ESS (Long Duration >6 hrs) - 14 - - 14 - 21,007
ESS (6 and less hrs duration) - 56 4 3 63 - 47,504
Solar + ESS 80 - - 8 88 15,714 86,500
Solar + Gas 3 3 614
RICE + ESS - - 1 1 134 600
Gas - Aero 3 - - - 3 612
Gas - Frame 2 2 1,108
Gas - RICE 1 - - 1 2 354
Total 111 70 5 12 208 29,561 155,611
1O
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1 INTRODUCTION

Public Service Company of New Mexico (“PNM”) a wholly owned subsidiary of PNM Resources, Inc.,
issued its 2029-2032 Generation Resources Request for Proposals (the “2029-2032 RFP”) on December
30, 2024 for the supply of new energy resources and programs identified within the statement of need
resulting from PNM’s 2023 Integrated Resource Plan (“2023 IRP”) filed on December 15, 2023 and its
2023 IRP Supplemental Analysis filed in October 2024. The exact quantity of resources selected from the
RFP and the timing of implementation of the resources were intended to be dependent upon resource
characteristics, resource modeling, regional economic development load growth, and PNM’s most
recent load and planning forecasts. All resources selected from the RFP process will be subject to New
Mexico Public Regulation Commission (*Commission”) approval. Proposals were requested for capacity
and energy resources that could guarantee the delivery of new, incremental, firm capacity by or before
January 1, 2029, January 1, 2030, January 1, 2031, or January 1, 2032.

The 2029-2032 RFP is focused on securing resources that support PNM’s resource plan and on balancing
three primary objectives, namely: maintaining affordability, ensuring reliability, and mitigating impacts
upon the environment. This focus is consistent with the IRP Rule’s objectives of prioritizing cost-effective
resources that reduce greenhouse gas emissions, foster equitable clean energy development, and
facilitate grid modernization.

Other than resource types or project ownership structures specifically excluded within the RFP, the
2029-2032 RFP is structured as an all-source capacity solicitation considering various types of
technologies and delivery structures. PNM has received and is evaluating proposals (“Proposals”) for
renewable, storage, and thermal resources as well as combinations of each from participating bidders
(each a “Bidder™).

This summary report is a follow-up to, and continuation of, the Proposal Evaluation Methodology
document initially issued on May 13, 2025 and the Phase 1 Bid Evaluation Summary issued on December
17, 2025. This report provides an overview of the Phase 2 evaluation process for the RFP resources as
well as the shortlist of Proposals selected as a result of the Phase 2 evaluation. The Phase 2 evaluation
was completed in accordance with the Proposal Evaluation Methodology document.

2 SUMMARY OF PHASE 2 BIDS

As noted in the Phase 1 Bid Evaluation Summary document, 198 project variants from 31 Bidders and 66
projects were carried into the Phase 2 bid evaluation process for 2029 through 2032 resources.
Notifications were provided to the unsuccessful Bidders screened from both the Phase 1 and Phase 2 bid
evaluation processes on July 23, 2025.
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3 PHASE 2 EVALUATION

The Phase 2 evaluation efforts were focused on evaluating the available Proposals and narrowing the
Proposals to a shortlist based on total evaluated, delivered cost, the overall viability of Proposals with
respect to their ability to achieve commercial operation by the proposed Guaranteed Start Date, and
overall compliance with the objectives of NMSA 1978, Section 62-13-16, the REA, and the IRP Rule. Itis
noted that, due to the IRP Rule and the requirement to identify the selected RFP resources within 120
days of receipt of Proposals, the Phase 2 evaluation was performed in a more expedited and
abbreviated manner than prior RFP evaluations. However, the integrity of the RFP evaluation process
was maintained.

The Phase 2 evaluation spanned the time from June 9, 2025 through July 23, 2025 and included further
evaluation and development of the bid comparison template, with additional input from PNM subject
matter experts (“SMESs”). As part of this process, the RFP Administration Team issued a limited amount
of additional bid clarification questions, as required to further clarify open questions, and received
responses to these clarifications prior to selection of the shortlist.

As part of the Phase 2 evaluation process, the RFP Administration team further developed the bid
comparison template as well as the financial evaluation of the projects. The bid comparison document
established as of the time of the selection of the Phase 2 shortlist has been documented for record
purposes as “Confidential PNM 2029-2032 RFP Bid Summary Document (20250723).xIsx”.

Note that the bid comparison document does incorporate evaluation inputs from PNM’s Transmission
Planning team as further discussed in Sections 3.3 and 3.4 below.

3.1 LEASE LIABILITY CONSIDERATIONS

Due to PNM concerns with potential on-balance sheet lease liability associated with payment structures
for stand-alone energy storage projects under an ESA and for the battery energy storage components of
hybrid solar / storage projects under an ESA, the RFP requested energy storage project pricing on a
variable, available hour basis (“availability pricing”). This is required to avoid the potential situation in
which these payment liabilities could be reclassified as debt by PNM’s credit rating agencies when
assessing PNM’s credit metrics under new accounting standards changed in 2019 (ASC 842).

For the Phase 2 evaluation of resources, the shortlist evaluated and carried only Proposals that offered

availability pricing as requested in the RFP.

3.2 TARIFF CONSIDERATIONS

Due to uncertainty and variability in the application of ongoing import/export tariffs due to discussions
taking place at the federal level, PNM clarified via responses to Bidder questions during the bid
preparation process, that Bidders should base their Proposals on tariffs existing as of May 1, 2025 and
that the Proposals should identify the tariffs (applicable country and value) included within the Proposal
pricing.

The Proposals provided generally complied with this request, however, a number of bid clarifications
were issued to Bidders whose Proposals did not comply with this request. Some Bidders did provide
subsequent pricing adjustments for compliance with the application of these tariffs. The degree to
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which each Bidder complied and provided appropriate detail regarding the tariffs included in the pricing
was considered in the Proposal Ranking Matrix discussed in Section 3.8 below.

It is an expectation that, to the extent that the actual tariffs in place at the time of project execution
vary from those assumed in the Proposals, pricing adjustments will be applicable to account for these
changes.

3.3 PHASE 2 FINANCIAL EVALUATION

The Phase 2 evaluation relied heavily on the bid comparison template outlined within the Proposal
Evaluation Methodology document and the financial analysis incorporated into the tool. The financial
analysis was structured to establish both a levelized total cost of delivered energy as well as a levelized
total cost of capacity (“LCOC”) based upon the determination of an effective load carrying capability
(“ELCC”) for each Proposal. The costs considered were consistent with those outlined in the Proposal
Evaluation Methodology document and were as more fully described below.

3.3.1 Project Capital Costs

Levelized capital recovery costs were established for each project and accounted for the capital costs to
develop and construct the projects. For BT projects, the capital costs were provided by the Bidders and
validated or adjusted by the RFP Administration Team to account for any gaps in the quoted pricing.
The majority of capital costs associated with PPA and ESA Proposals were accounted for in the Bidders’
proposed pricing.

Additional capital costs incorporated into the total levelized cost evaluation included PNM’s costs
(“Owner’s Costs”) that incorporated input from PNM’s subject matter experts regarding appropriate
cost values for permitting, development, administration, oversight, and interest during construction as
applicable to each commercial structure. Other capital costs included electrical transmission
interconnection and network upgrade costs to allow for delivery of the energy to PNM’s system (and
from PNM’s system in the case of an energy storage project). Accounting for New Mexico Gross
Receipts Taxes was also confirmed with Bidders to verify that the appropriate costs were accounted for
in the total evaluated cost. Any additional costs not included in the Bidders’ Proposals were added into
the financial evaluation as a capital cost for PNM.

An annual levelized capital recovery cost was developed for each project for recovery of these costs in
accordance with PNM'’s economic revenue requirements methodology for a 20 year evaluation term.
The capital recovery cost accounted for the property taxes applicable to the county in which the project
resided. For the BT natural gas fired projects, cost recovery was calculated assuming retirement of the
resource at the end of 2044 to assess the implications of retirement of these projects prior to 2045 to
comply with PNM’s zero-carbon emissions goals. A salvage value of 20 percent of the initial project
capital cost was assumed upon retirement of these assets. Future conversion to non-carbon based fuels
with operation beyond 2045 remains an option for these Proposals as well.

3.3.2 Electrical Transmission / Interconnection Costs

Each Bidder was requested to identify the expected costs for electrical interconnection to PNM’s system
as well as any required network upgrades and transmission fees to allow for transmission of the energy
from the project (and to the project in the case of an energy storage project). As some Bidders had not
yet received feedback from the interconnection studies associated with their project(s), the RFP
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Administration Team relied upon information submitted with the Proposals as well as insights and input
from PNM’s Transmission Planning team regarding capital costs expected to be necessary to
interconnect or deliver energy from the proposed projects on a firm capacity basis. These estimated
costs were incorporated into the financial evaluation.

For projects carried into the Phase 2 evaluation that required the services of a third-party transmission
provider to deliver energy to PNM’s system, the wheeling fees were either accounted for in the Bidder’s
proposed pricing or were added into the evaluation to derive a total evaluated delivered cost of energy,
as applicable.

Additionally, based upon feedback from PNM’s Transmission Planning team, for projects at a distance
from the Albuquerque load center, a transmission line loss of 2.7 percent was considered for projects in
McKinley, San Juan, Luna, Rio Arriba, Guadalupe, Sierra, Socorro, Curry, Otero, and Union counties as
well as projects located in Arizona.

3.3.3 Project Operations and Maintenance Costs

Project operations and maintenance (“O&M?) costs for all PPA and ESA Proposals were assumed to be
fully included in the Bidders’ Proposals. For the BT Proposals, the RFP Administration Team provided an
estimate of operations and maintenance costs and such were incorporated into the bid comparison tool
and the financial analysis. For the energy storage projects, these BT O&M costs accounted for long-term
service and capacity maintenance agreement costs over a 20 year life as well as regular predictive and
preventative maintenance, repair, and replacement activities, including staff as appropriate. For the BT
natural gas projects, these O&M costs included estimated long-term service agreement costs as
proposed by the Bidder, staffing, consumables, parts replacement, balance of plant equipment
maintenance and repair, as well as permitting, general administrative costs and insurance. For the
natural gas projects offered under a PPA, the O&M costs were incorporated into the fixed and variable
charges offered under the PPA.

3.3.4 Fuel Supply Costs

For the natural gas fueled Proposals, the cost of delivered fuel accounted for the specific sources of fuel
and the infrastructure required to deliver the fuel to each applicable site. As a basis of natural gas
commodity pricing, the evaluation utilized gas commaodity forecasts consistent with PNM’s Integrated
Resource Planning process with first year costs as identified in the Proposal Evaluation Methodology
document.

In addition to the commodity pricing, the evaluation included a firm transport cost which accounted for
any required capital recovery component associated with the installation of infrastructure required to
deliver the gas to the noted site. Estimates for the firm transport cost were developed from prior
quotes that PNM had received as well as from past investigations by the PNM Wholesale Power
Marketing department.

3.3.5 Energy Storage Charging Costs

For the Phase 2 evaluation, to evaluate the stand-alone storage projects in conjunction with the hybrid
storage projects on an equivalent cost of capacity basis, the cost of energy storage charging was not
considered for initial comparison. As the evaluation moves into Phase 3, actual charging costs at the
time of charging will be incorporated through the completion of portfolio system modeling.
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3.3.6 Dispatch Assumptions
Dispatch assumptions utilized for the evaluation were consistent with those outlined in the Proposal
Evaluation Methodology document.

3.4 PROJECT SCHEDULE

Through the review of Proposals, including the required release dates and the bid validity durations
indicated by the Bidders in the RFP bid forms, the RFP Administration Team reviewed the viability of
each Proposal to satisfy the proposed Guaranteed Start Date(s). The primary objective was to confirm
the validity of the Proposals for a period of 24 months from the date of the Proposal submittal. All of
the Proposals selected for the Phase 2 shortlist complied with this requirement with most clarifying that
the Proposals would be valid but subject to adjustments for Change in Law and import tariffs / duties.

There is some variability in the required release date for each Proposal as well as in the definition of
what the required release date entails. This will need to be further validated during the Phase 3
evaluation along with the selected Guaranteed Start Date for the respective Proposal.

In addition to Bidders’ input on their ability to achieve the proposed schedule, the PNM Transmission
Planning team also evaluated the necessary timelines for development and construction of any
necessary interconnection facilities or transmission network upgrades to deliver energy from the
projects quoted. This analysis was based on both the Bidders’ status in PNM’s interconnection queue as
well as the magnitude of upgrades required to support the project. Much of this initial interconnection
assessment was completed during the Phase 1 bid evaluation process. However, a few projects did
require further review through the Phase 2 evaluation process.

3.5 EMISSIONS

All new natural gas fueled projects considered for the shortlist include low emissions combustion
technologies supplemented with both selective catalytic reduction (“SCR”) for nitrogen oxide (“NOX™)
emissions as well as oxidation catalysts for carbon monoxide (*CO”) and volatile organic compound
(*VOC”) reduction.

Hydrogen fuel combustion has been identified as a future alternative for all of the natural gas fueled
Proposals offered but has not been considered as a basis of evaluation.

3.6 RENEWABLE GENERATION / ENERGY STORAGE TAX CREDIT CONSIDERATIONS
Several energy storage and hybrid solar/energy storage Proposals were carried into the Phase 2
evaluation under BT and APA contracting structures. The financial modeling for these projects
considered a federal tax credit benefit associated with the energy storage and solar components of
these projects, as applicable, with a base 30 percent Investment Tax Credit as allowed per the Inflation
Reduction Act of 2022 (“IRA”) with consideration of a supplemental 10 percent Energy Community
bonus credit or Domestic Content bonus credit, as applicable, under the IRA.

All remaining renewable PPA projects and energy storage projects relied on some measure of
qualification for tax credits and accounted for these in their proposed pricing. The level of qualification
varied amongst the Bidders based upon their use of either Production Tax Credits, as applicable to
renewable generation projects, or Investment Tax Credits, as applicable to both renewable generation
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and energy storage projects. Furthermore, some of these projects indicated a reliance on bonus credits
under the IRA for projects located within an energy community and/or satisfying the IRA domestic
content requirements. Still others indicated that their project would rely on Industrial Revenue Bonds
and/or Payments in Lieu of Taxes (“PILOT”) to benefit the economics of the project.

It is noted that due to the current planned phasing out of the Federal Production Tax Credits, the above
discussion was considered valid for projects with a planned Guaranteed Start Date through January 1,
2031. Current IRS guidance allows for qualification of a project for federal tax credits via safe-harboring
in 2026 with a required project in-service date within four years of this qualification. As such, projects
qualifying in 2026 could be placed into service in 2030 thus supporting a January 1, 2031 Guaranteed
Start Date. No federal tax credits were considered for projects with a proposed Guaranteed Start Date
of January 1, 2032. Further verification of available tax credits from the Bidders shortlisted from this
Phase 2 evaluation was obtained after shortlisting as further described in Section 5 of this document.

3.7 APPRENTICESHIP EMPLOYMENT CONSIDERATIONS

To verify Bidders’ intentions to comply with NMSA 1978, Section 62-13-16 regarding the hiring of at
least 25 percent apprentices for facilities that generate electricity, beginning construction after January
1, 2026, all Bidders were requested to confirm in the RFP Proposal data forms that they would comply
with this requirement. In response, all Bidders indicated that they would comply with this requirement.
Some Bidders had established programs for sourcing apprentices while some indicated that they would
rely on their construction contractor to source the apprentices.

3.8 PROPOSAL RANKING MATRIX

As described in the Proposal Evaluation Methodology document, a Shortlist Scoring Matrix was prepared
as an evaluation tool to identify and comparatively rank projects of similar technologies with respect to
both price and non-price factors and risks. The ranking matrix was structured as a weighted scoring
matrix consisting of the following major scoring categories:

e Commercial Conditions;

e Creditworthiness;

e Team Qualifications;

e Project Engineering;

e Social, Environmental & Siting; and
e Interconnection/Performance.

The Shortlist Scoring Matrix was utilized in the Phase 2 evaluation to refine and assess the full scope of
price and non-price factors in accordance with the identified weightings and factors and to establish the
shortlist of projects to be carried to the Phase 3 evaluation.

The shortlist of projects involves the selection of best-in-class proposals within the technologies offered.
Assessment and selection of specific generation technologies will be left to the more extensive system
planning and modeling efforts which will consider how the technologies and project characteristics best
integrate into PNM’s generation portfolio.
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4 PHASE 2 SHORTLIST SELECTION

4.1 SATISFACTION OF SHORTLIST OBJECTIVES

As outlined in the Proposal Evaluation Methodology document, there were several objectives for
establishing the Phase 2 shortlist. These objectives are reiterated here with a description as to how
each of these was fulfilled.

1) To the extent that Bids satisfy the RFP requirements and pass the Phase 1 criteria, the shortlist
should maintain the most favorable Bids in each generation technology category.

Of the projects that passed the Phase 1 screening requirements and that continued to be deemed viable
through the Phase 2 bid evaluation, the most favorable and viable bids from the below technologies
were selected and retained. These included:

Wind

Energy storage

Long-duration energy storage

Combined solar and energy storage solutions

Combined reciprocating internal combustion engines and energy storage solutions
Combined reciprocating internal combustion engines and solar solutions
Reciprocating engines

O O 0 0O o o o

With respect to combined solar and energy storage solutions, the shortlist also retained resource
combinations resulting in solar to energy storage capacity sizing ratios of 1:2, 1:1, and 1.8:1 to allow for
the Phase 3 modeling to determine the optimal sizing and selection of these hybrid generation
resources.

Similarly, Proposals representing a range of available wind resources offered in response to the RFP
were retained to allow the detailed Phase 3 modeling to identify if there were benefits associated with
varying sizes of wind resources.

Aeroderivative combustion turbine and heavy frame combustion turbine resource options were not
retained in the shortlist as the associated Proposals were not cost competitive and strayed significantly
from the terms outlined in the RFP Form Agreements.

No demand-side resource proposals were received in response to the RFP.

2) To the extent that Proposals satisfy the RFP requirements and pass the Phase 1 criteria, the
shortlist should generally maintain offerings in each technology category with sufficient
capacity to deliver the full requested capacity, if available.

The RFP identified the following resource needs:
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Resource Needs By | Total Resource Needs
2030 (MW) by 2032 (MW)
Wind resources 200 — 400 400 - 800
Non-Wind carbon-free energy resources 0 100 - 500
Dynamic balancing resources 200-700 300-900
Firm generating resources 100 - 400 100 - 700

In comparison, the shortlist retained the following:
Wind Resources — up to 1,400 MW from two different sites
Non-Wind carbon-free energy resources — up to 890 MW of solar from hybrid resource configurations

Dynamic balancing resources — up to 720 MW of stand-alone short-duration energy storage plus up to
1,200 MW of hybrid short-duration energy storage

Firm generating resources — up to 410 MW of stand-alone long-duration energy storage plus up to 216
MW of natural gas fired resources

3) The shortlist will retain separate “best-in-class” generation projects on Navajo Nation lands in
consideration of the just energy transition for the potential early exit of the Four Corners
Power Plant.

One Bidder offered a mix of aeroderivative combustion turbine, frame combustion turbine (in a
combined cycle application), hybrid solar and storage, and hybrid solar and aeroderivative combustion
turbine proposals located on Navajo Nation land. These projects were determined to not be cost
competitive with similar projects and the Bidder’s offers strayed significantly from the commercial terms
and conditions requested within the RFP. These bids were, therefore, not shortlisted for further
consideration.

No other bids on Navajo Nation land were received in response to the RFP.
4) The shortlist will retain separate “best-in-class” generation projects within the CCSD.

Of the Proposals that passed the Phase 1 screening, projects offered within the CCSD were determined
to not be cost competitive with similar projects, were not viewed as being as viable as other offers,
and/or the Bidders’ offers strayed significantly from the commercial terms and conditions requested
within the RFP.

Due to the fact that the CCSD Proposals were not as attractive as other Proposals, the fact that PNM
previously satisfied the targeted objective of 150 MW of resources within the Navajo Nation and CCSD
via resources selected from PNM’s 2026-2028 Generation Resources RFP, and the desire to limit the
amount of Proposals reviewed during the Phase 3 evaluation in an effort to timely fulfill the IRP Rule
resource selection timeline of 120 days after receipt of Proposals, the available bids within the CCSD
were not shortlisted for further consideration.
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5) The shortlist should avoid including Proposals that include any “fatal flaws” considering
experience, development status, transmission system viability, and/or incomplete Proposals.

The shortlist has not selected any projects with known “fatal flaws.” Some projects will require further
validation and investigation regarding risks associated with permitting, land acquisition, and their
implementation schedule as well as transmission system requirements.

6) The shortlist should retain offerings that reduce the total delivered cost of electricity.

The RFP Administration Team selected viable Proposals for the Phase 2 shortlist that ranked highest on a
total evaluated, levelized, delivered cost of energy as well as those that ranked the highest on a total
evaluated, levelized, delivered cost of accredited capacity.

4.2 SHORTLISTED PROJECTS

In response to the above shortlist objectives and on the basis of financial rankings, selection of projects
from each available technology category, deliverability and schedule viability, and Bidders’ approaches
to complying with the objectives of NMSA 1978, Section 62-13-16, the REA, and the IRP Rule, the
projects summarized in Table 4-1 were selected as the 2029-2032 resource shortlist from the 2029-2032
RFP and will be carried into the Phase 3 bid evaluation.

It is noted that this shortlist does include a resource resulting from a modification to an initially
submitted BT Proposal offering the proposed technology at an alternative PNM site.

Table 4-1. Summary of Shortlisted 2029-2032 Proposals Selected from Phase 2 Evaluation.

Technology Contracting Structure Proposals Generation Storage
Capacity Capacity
PPA ESA BT MW MWh

Quantity
Wind 3 3 1,800
ESS (Long Duration >6 hrs) - 5 - 5 - 7,880
ESS (6 and less hrs duration) - 6 6 2,840
Solar + ESS 6 6 839 4,196
Solar + Gas 1 - - 1 49.5
RICE + ESS - - 1 1 134 600
Gas - RICE - - 1 1 40
Total 10 11 2 23 2,862.5 15,516

Upon selection of the Phase 2 shortlist, the RFP process will continue to evaluate 23 project variants
from 11 Bidders and 18 projects.
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While Table 4-1 provides a summary of the total generation and storage available from all of the
shortlisted project variants, Table 4-2 provides a summary of the total capacities available by technology
considering the maximum capacity offered from each project site.

Table 4-2. Total 2029-2032 Resource Capacity Shortlisted by Technology.

MW MWh
Wind 1,400 -
Solar 813.5 -
ESS (Long Duration >6 hrs) 410 7,880
ESS (6 hrs and less Duration) 1,759 7,036
Gas - RICE 216
Total 4,599.5 14,916

5 SHORTLIST UPDATE

After selection of the Phase 2 shortlist and as the initiation of the Phase 3 evaluation, shortlist Bidder
meetings were held from July 24, 2025 through July 30, 2025 for the discussion, review, clarification,
and presentation of Proposals.

At this time, the RFP Administration Team desired to focus the evaluation and verify the basis of the
Bidders’ Proposals. On July 25, 2025, a request was issued to the shortlisted Bidders to specifically
confirm or otherwise provide pricing for their Proposals for (i) a January 1, 2029 and/or a January 1,
2031 Guaranteed Start Date, if able, (ii) compliance with the terms and conditions outlined in the
applicable RFP Form Agreement, and (iii) the current status of federal tax credits and tariffs at the time
of the Proposal update. Responses were requested by August 8, 2025. All shortlisted Bidders
responded to this request and no subsequent changes were made to the selected list of shortlisted
Proposals.

The Phase 3 evaluation proceeded with this updated information with modeling inputs provided by the
RFP Administration Team to the Phase 3 modeling team on August 13, 2025.
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EXECUTIVE SUMMARY

This report presents the Independent Monitor's (“IM”) assessment of Public Service
Company of New Mexico’s (“PNM") 2029-2032 Generation Resources Request for
Proposals (“RFP"”). Merrimack Energy Group, Inc., as IM has prepared a public
version of the IM report, which includes seven Confidential Appendices.

PNM issued its 2029-2031 Generation Resources Request for Proposals (“RFP") on
December 30, 2024. Under the original schedule, proposals were due on May 14,
2025. PNM issued this RFP to solicit proposals from capable providers to deliver
energy and capacity resources consistent with the IRP Rule's objective of
prioritizing cost-effective resources that reduce greenhouse gas emissions, to
foster equitable clean energy development, and to facilitate grid modernization.
The RFP was structured as an All-Source RFP with essentially only coal-fired
resources and standalone solar projects not eligible. Solar project proposals were
required to be combined with storage to be eligible to compete. Table ES-1
provides the expected amount of capacity required in two franches.

Table ES- 1: PNM Resource Needs

Resource Type Resource Needs by 2030 Resource Needs by 2032
(MW) (MW)

Wind Resources 200-400 400-800
Non-Wind Carbon-free 0 100-500

energy resources

Dynamic Balancing 200-700 300-900
Resources

Firm Generating Resources 100-400 100-700

PNM received a very robust response to the RFP with two-hundred seven (207)
proposals submitted by thirty-six (36) Respondents who submitted proposals from
seventy-one (71) unique projects. PNM followed its multi-stage evaluation and
selection process as described in the RFP Instructions Document and Appendix C.
This included a detailed proposal eligibility or Phase | assessment based on
between thirty-four (34) and thirty-six (36) minimum requirements, depending on
the project structure, followed by an evaluation of price and non-price factors in
Phase Il for purposes of establishing a shortlist of proposals by resource category.
PNM selected a robust shortlist of proposals based largely on rank order scores for
the “best in class” proposals for each resource type.

Due to the passage of the One Big Beautiful Bill (“OBBB”) in July 2025 in the middle
of the proposal evaluation process and the significant level of uncertainty
created regarding the availability of federal energy tax credits, tariff policies, and
cost uncertainty, PNM requested that selected shortlisted Respondents provide
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best and final pricing for their proposed COD date as well as a later 2031 COD
date. PNM also did a further assessment of project viability for the selected
shortlisted proposals.

PNM utilized the updated pricing to conduct a final portfolio assessment using
PNM'’s portfolio optimization methodologies as part of the Phase Il evaluation
process. PNM evaluated a number of scenarios to derive least cost portfolios and
preferred portfolios for the Current Trends and Policies (“CTP") forecast and an
Economic Development forecast which includes large customer loads. PNM
selected three projects for its preferred portfolio under the CTP load forecast
which included two projects included in the least cost portfolio and one project
which was included in several lower cost portfolios which provide high resilience
performance, full dispatchability and operational flexibility value. This portfolio
was comprised of one solar plus storage project, one standalone storage project,
and a reciprocating internal combustion engine option, with a total aggregate
nameplate capacity of 490 MW, all projects of which have a 2031 COD date. In
addition, PNM selected a diverse portfolio of renewable, storage and
conventional resources under the Economic Development plan, including all
three projects selected from the CTP forecast case.

Merrimack Energy, as IM, was involved in all phases of the solicitation process from
issuance of the RFP through selection of the final portfolio. The IM found that the
solicitation process was undertaken by PNM in conformance with Commission
rules and New Mexico Administrative Code (“NMAC") requirements. The IM
concludes that the solicitation process was undertaken in a fair, equitable,
consistent, and unbiased manner by PNM as an All-Source solicitation. The IM
concluded that the process was a highly tfransparent process, with all
Respondents having access fo the same information at the same time and with
a substantial amount of information to allow Respondents to provide thorough
and complete proposals. The Independent Monitor did not identify any material
deficiencies in the execution of the solicitation process that would warrant
Commission-directed corrective action.

1 INTRODUCTION

Public Service Company of New Mexico (“PNM”) issued its 2029-2032 Generation
Resources Request for Proposals (“RFP”) on December 30, 2024. PNM issued this
RFP to solicit proposals from capable providers to deliver energy and capacity
resources consistent with the IRP Rule’'s objective of prioritizing cost-effective
resources that reduce greenhouse gas emissions, to foster equitable clean energy
development, and to facilitate grid modernization. The RFP was part of a
solicitation process to acquire bulk transmission level and distribution level
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capacity resources to serve PNM's forecasted system needs between 2029 and
2032. PNM sought incremental firm accredited capacity for its New Mexico
portfolio that is guaranteed by the Respondent to achieve commercial
operations and delivery of new, incremental capacity to PNM's system by or
before January 1, 2029, through January 1, 2032.

Through the RFP, PNM sought between 900 — 2,900 MW of accredited capacity
and associated energy by 2032 as listed in Table 1 of the RFP Instructions
document!. The solicitation was classified as an All-Source solicitation.2 The RFP
solicited proposals for Power Purchase Agreements (“PPA"), Energy Storage
Agreements (“ESA"), Asset Purchase Agreement (“APA”), Build Transfer
Agreement (“BTA"”)3, and Demand Side Resources (“DSR”). PNM did not offer any
self-build or affiliate resource proposals or options in the solicitation process.

Appendix A to this report provides a summary of the key provisions of PNM's 2029-
2032 Generation Resources RFP.

Merrimack Energy Group, Inc. (“Merrimack Energy”) was appointed by the New
Mexico Public Regulation Commission (“Commission™ or “NMPRC") to serve as
Independent Monitor (“IM”) for Public Service Company of New Mexico's (“PNM”
or "Company”) 2029-2032 Generation Resources Request for Proposals ("2029-
2032 Generation Resources RFP” or “PNM All Source RFP") and PNM's 2024
Demand-Side Management Program RFP (“DSM RFP"). The Commission will
administer the contract with the appointed IM consistent with 17.7.3.14(C)(6) of
New Mexico Administrative Code (“NMAC"). This Final Report of the Independent
Monitor focuses only on PNM's 2029-2032 Generation Resources RFP. Merrimack
Energy previously submitted an IM Design Report for the 2029-2032 Generation
Resources RFP on November 19, 2024.4 For this Final Report, the IM shall review
and report on the reasonableness, competitiveness, and fairness of the utility’s
solicitation, evaluation and procurement processes, including, but not limited o
bid screening, comparison, evaluation, and shortlisting criteria.

According to 17.7.3.14(A) of the NMAC, the IM’s role is to help the Commission
determine that the request for proposal design and execution is fair, competitive,

1 According fo Table 1 in the RFP Instructions and the Pre-Bid Meeting Presentation, PNM
estimates a need for incremental firm accredited capacity of 500 MW - 1,500 MW by 2030 with
additional capacity by 2032.

2|n the RFP instructions, PNM notes that all resources that meet the minimum requirements listed
in the instructions are eligible, with the exception of standalone solar or coal-fired generation.

3 Build Transfer proposals are required to be located on a site controlled by PNM. PNM identified
the site options and capacity, as well as other information in the RFP Instructions document.
4The IM is required to file a minimum of two reports with the Commission for each of the Utility's
RFP processes. The first report shall analyze the RFP design (Design Report). The final report shall
review the fairness of the RFP execution (final report).
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and fransparent. The IM shall advise the Commission and report on the RFP
process, but the IM shall not make or participate in the public utility’s decisions
regarding the procurement process or the selection of resources.

Section 17.7.3.12 (Request for Proposal Process) of the NMAC identifies the
process for review of the draft RFP, the fiming for comments and IM submission of
the IM’s Design Report, the schedule and process for issuance of the RFP, the
information to be included in the final RFP, the price and non-price criteria, the
proposal evaluation process, selection process for the preferred portfolio of
resources, and timing for completion of the evaluation and selection process.

Merrimack Energy’s role as IM essentially began with the issuance of PNM's draft
RFP and extended through the selection of PNM final shortlists (i.e., least cost and
preferred portfolios of resources). Merrimack Energy’s role as IM was undertaken
in conformance with the NMAC.

In accordance with the requirements of the NMAC, PNM issued the draft 2029-
2032 Generation Resources RFP on October 22, 2024, including providing a copy
to the Commission, IM, and parties to the utility’s pending IRP case (“parties”).
Pursuant to 17.7.3.12(D) of the NMAC, the IM submitted its design report to the
Commission within 28 days or by November 19, 2024, seven days after the date
on which comments were due from other parties. PNM posted the final RFP
documents to its website on December 30, 2024. Proposals were due on May 14,
2025, with Phase 2 Shortlist Noftification scheduled for July 20, 2025. According to
the RFP schedule, the recommended resource portfolio was scheduled for
September 11, 2025, with notification to successful respondents on September 15,
2025.

1.1 COMMISSION ORDERS PERTAINING TO PNM'S 2029-2032 GENERATION
RESOURCES RFP

As background to the RFP, on December 15, 2023, PNM filed its Integrated
Resource Plan (“IRP”) for the Period 2023 — 2042 in compliance with NMAC
17.7.3.85. Several parties filed written public comments on the IRP. Utility Division
Staff filed a Report on the IRP. In its April 4, 2024, Order in Docket No. 23-00409-UT,
the Commission accepted PNM's Statement of Need and Action Plan. The Order
found that the Statement of Need and Action Plan in PNM's IRP complies with the
policies and procedures of the IRP Rule. The Commission noted, however, that the
Commission’s acceptance of the utility's statement of need and action Plan does

5 The Commission’s IRP Rule sets forth the requirements for acceptance of a utility’s IRP and
Statement of Need, which in turn results in a Commission-directed RFP process by the ufility to
obtain resources that are identified through the Statement of Need.
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not constitute a finding of prudence or pre-approval of costs associated with
acquiring additional resources.

Rule 17.7.3.12(B) NMAC provides that “the utility shall issue a request for proposals
(RFP) in the current IRP docket, within five months of the Commission’s
acceptance of its statement of need and action plan.” Since the Commission
accepted PNM'’s Statement of Need and Action Plan on April 4, 2024, the
deadline forissuing PNM's RFP would have been September 4, 2024. However, in
its Order of June 13, 2024, the Commission granted PNM a three-month extension
to issue the RFP, which pushed back the issuance date to December 4, 2024.

On May 15, 2024, PNM filed a Notice of Material Event stating that its recently
completed May 2024 Load Forecast resulted in higher forecasted loads than the
range modeled in the IRP. PNM further stated, “there is a likely understatement of
the total amount of resources outlined in PNM’s 2023 IRP Statement of Need” and
that it would revise its Statement of Need after performing additional analyses.
On May 17, 2024, PNM filed a Motion for Extension. PNM’s Motion for Extension
requested a three-month extension fto its deadlines fo issue a Request for
Proposals under 17.7.3.12(B) NMAC. On November 26, 2024, the Commission
issued its Order Granting Variance in this docket, which authorized PNM to utilize
the revised load forecast in its RFP and allowed PNM to finalize and issue its RFP
between December 10, 2024, and December 31, 2024.

On October 22, 2024, PNM submitted a Draft Request for Proposals for 2029-2032
Generation Resources in compliance with the Order Extending Time to Submit
Requests for Proposals in Docket No. 23-00409-UT to the Commission, Independent
Monitor, and partfies to the proceeding. Based on the filing, comments were due
back from the Commission and parties within 21 days of submission of the draft
RFP or by November 12, 2024, and the Independent Monitor shall provide its
design report fo the Commission within 28 days, or by November 19, 2024.
Merrimack Energy submitted its design report fo the Commission on November 19,
2024,

Based on the Commission’s November 26, 2024, Order, PNM issued its RFP pursuant
to the Commission’s orders on December 30, 2024, and the deadline for
competitive responses was set as May 14, 2025. Pursuant to the Commission’s IRP
Rule 17.7.3.12(H) NMAC, PNM is required to present its evaluation of the resulting
competitive bids within 120 days of the RFP bid sulbmission deadline, or by
September 12, 2025.

On July 9, 2025, PNM requested the issuance of a procedural order by the NMPRC
for a 120-day extension of time (unfil January 9, 2026) for PNM to complete ifs
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evaluation of bids received in response to its 2023 IRP Request for Proposals for the
following reasons:

a. The significant change to tax credit policies made at the federal level
on July 4, 2025, would impact bid pricing for renewables and storage
resources to allow for refreshes of the bid pricing reflective of the policy
changes;

b. The volume of bids received which includes approximately 200 separate
bids from a wide range of renewable, storage, and other resource
technologies; and

c. The scope and complexity of the resource requirements to be
addressed through this RFP process, including the identification of
replacement resources for the anticipated Four Corners Power Plant
retirement and the consideration of life extensions versus replacement
of the Reeves Generating Station that is critical to voltage support for
the Albuquerque load center.

PNM stated that the 120-day extension would allow PNM to adequately evaluate
the bids and provide that analysis fo the Commission approved IM.

On August 21, 2025, the Commission granted PNM's Motion. Based on the Order,
PNM shall provide the final shortlist to the IM by January 9, 2026, and the IM shall
issue the final report by February 9, 2026.6

1.2 REQUIREMENTS FOR THE IM FINAL REPORT

Sections 17.7.3.10 through 17.7.3.14 of the New Mexico Administrative Code
establish the regulatory framework governing the statement of need, request for
proposals process, and the scope and responsibilities of the Independent Monitor.
These provisions specify the required contents of the RFP, the principles governing
bid evaluation and selection, and the duties of the Independent Monitor in
reviewing and reporting on the solicitation process. This section provides
regulatory context for the Independent Monitor's review. The Independent
Monitor’s assessment of PNM’s compliance with these requirements is presented
in Section 5 and summarized in Table 7 of this report.

Consistent with these requirements, the Independent Monitor maintained a
communications log for the solicitation, which is provided as Confidential
Appendix B.

6 PNM submitted a slide deck to the IM with the final portfolio evaluation results (i.e., final shortlist)
on January 6, 2026. As a result, Merrimack Energy’s Final IM report was due to be filed on or
before February 5, 2026.
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2 BACKGROUND

When evaluating and assessing the implementation of a competitive
procurement process, Merrimack Energy, as Independent Monitor, generally
conducts its assessment relative to a number of factors, including the following:
e Consistency with regard to regulatory statutes or rules underlying the
competitive procurement process in a specific state. For this solicitation,
New Mexico Administrative Code (“NMAC") pertaining to Section 17.7.3.10
through Section 17.7.3.14 apply;
e The types of resources, products, and contract structures solicited;
e The objectives of the process;
e The fairness and transparency of the process; and
e The consistency with industry standards for similar types of solicitations.”

2.1 CRITERIA FOR RFP DESIGN AND IMPLEMENTATION LEADING TO AN
EFFECTIVE PROCUREMENT PROCESS

In assessing whether an RFP is designed and implemented to result in a fair,
equitable, unbiased and competitive procurement process and is likely to lead
to a positive outcome which benefits customers, meets the objectives and criteria
established, and is consistent with regulations and statutes, Merrimack Energy
considers the following principles and parameters of the RFP process:

e Are the procurement targets, products solicited, principles and objectives
of the RFP clearly defined in the RFP documents?

e Do the bid documents (RFP Instructions, Appendices, Attachments, Bid
Forms, and proforma contracts) clearly define the type and characteristics
of products desired and describe the bidding guidelines, requirements to
guide bidders in preparing and submitting their proposals, the information
that bidders should provide to ensure the utility can conduct an effective
evaluation process?

e Was the solicitation process designed and implemented in a manner so as
to be fair, equitable, unbiased, and comprehensive for all bidders?

e Was the solicitation process reasonably transparent such that bidders
would have a reasonable indication as to how they would be evaluated
and selected?

e Was the solicitation process adequately designed to encourage broad
participation from potential bidders?

7 Merrimack Energy has relied upon a number of sources when discussing “industry standards”
including the Federal Energy Regulatory Commission principles (“Edgar-Allegheny” principles) as
well as state level bidding rules and guidelines. FERC has enunciated what are sometimes
referred to as the Edgar-Allegheny principles in decisions involving transactions between
affiliates in which the buyer is a regulated utility. Merrimack Energy will describe the Edgar-
Allegheny principles in more detail later in this report.
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e Did PNM implement adequate oufreach to potential Respondents to
encourage a significant response?

e Wil the process likely lead to positive benefits for utility customers?

e Do the RFP documents adequately define the products solicited, the
objectives of the process, bidding guidelines, the bidding requirements to
guide bidders in preparing their bids, minimum or threshold requirements,
the bid evaluation and selection criteria of importance, and the risk factors
important to the utility issuing the RFP2

e Did the evaluation methodology reasonably identify how quantitative and
qualitative measures would be considered and applied in the evaluation
process?

« Did the solicitation process include thorough, consistent, and accurate
information on which to evaluate bids, a consistent and equitable
evaluation process, documentation of decisions, and guidelines for
undertaking the solicitation process?

e Are the contracts designed to provide areasonable balance of risk relative
fo the objectives of the counterparties, seeking to minimize risk to ufility
customers while ensuring that projects can reasonably be financed and
developed?

e Does the quantitative evaluation methodology allow for consistent
evaluation of bids of different sizes, technologies, products and in-service
dates?

« Did the solicitation process incorporate the unique aspects of the utility
system and preferences and requirements of the utility and its customers.

In its Design Report, based on review of PNM's proposed RFP, Merrimack Energy
concluded that PNM's 2029-2032 Generation Resources RFP generally conformed
with the requirements for an effective RFP design listed in Sections 17.7.3.10
through 17.7.3.12 NMAC. Merrimack Energy found that the RFP and related
documents overall provided a sufficient base of information to allow bidders to
effectively develop a detailed proposal in response to the RFP and therefore
allow PNM to conduct a fair and consistent evaluation of proposals. Merrimack
Energy found the RFP documents and processes to be reasonably transparent
regarding the objectives and requirements of the RFP, the evaluation criteria and
processes, bidding documents, information which bidders are required to provide
with their proposal, and a reasonable and consistent schedule for the solicitation.
The inclusion of form confracts for different resource opfions allows the
Respondents to incorporate contract requirements in their proposal pricing.

In this Final Report, Merrimack Energy will focus on the implementation of the
procurement process regarding the requirements identified in the NMAC as well
as whether the procurement process was undertaken by PNM in a fair and
equitable manner and consistent with industry standards regarding the
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implementation of an effective procurement process to ensure the provision of
competitive benefits for customers.

3 SUMMARY OF THE KEY PROVISIONS OF PNM’S 2029-2032
GENERATION RESOURCE RFP

This Section of the IM Final Report will provide a high-level description of the Final
RFP Instructions documents available to potential Respondents as posted to
PNM's Public Website as well as posted to the Jaggaer procurement platform
(“Jaggaer”), which was used by PNM to communicate with eligible Respondents
regarding the RFP.

PNM provided an initial Drafté of the 2029-2032 Generation Resources RFP to
interested parties and the IM in July 2024 as an informal review of the RFP and fo
solicit informal comments from interested parties and others to facilitate revisions
to the RFP documents prior to issuing a formal draft version of the RFP to the
Commission, IM, and stakeholders, as required. The formal Draft RFP was issued to
the above parties on October 22, 2024. Section 17.7.3.12(C) of NMAC requires
that prior to the utility’'s commencement of an RFP solicitation, the utility shall
provide the Commission, the Independent Monitor, and parties to the utility's
pending IRP case with the documents and contracts that constitute the RFP
solicitation (RFP documents) and a timeline for soliciting, accepting and
evaluating bids. According to the NMAC, comments on the draft RFP documents
were due back to PNM within 21 days, or by November 12, 2024. Pursuant to
17.7.3.14(G) (1) (a) NMAC, the Independent Monitor shall provide its Design Report
on the Draft RFP to the Commission within 28 days, or by November 19, 2024.

To assist in the development of PNM's 2029-2032 RFP, Merrimack Energy
conducted an initial review of the informal draft of the RFP in July 2024 and
provided comments to PNM regarding the provisions of the RFP as well as
identifying sections of the RFP documents that required further clarification.
Merrimack Energy provided four pages of initial comments on the initial draft RFP
main RFP Instructions document as well as comments on Appendices and
Attachments. Merrimack Energy identified suggested edits to the initial draft RFP

8 PNM informally shared a draft of the 2029-2032 RFP with stakeholders in July 2024 for initial
feedback outside the regulatory timeline in an effort to reduce the likelihood of a large volume
of requests and feedback once the formal regulatory timeline was initiated. PNM also requested
initial feedback from the IM. In response, Merrimack Energy submitted several pages of
comments to PNM on the RFP Instruction document, Appendices and Attachments, most of
which sought clarification or raised questions about sections in the documents. PNM
implemented a number of suggested changes which were reflected in the official issuance of
draft RFP documents submitted to stakeholders.
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and related documents to clarify the information provided as well as providing
suggestions for enhancing the RFP documents and identifying questions for
consideration.

On October 22, 2024, PNM submitted its Draft Request for Proposals documents,
including Appendices and Aftachments for PNM's 2029-2032 Generation
Resources RFP in Case No. 23-00409-UT. Comments on the Draft RFP were
submitted on November 12, 2024, by Commissioner Ellison, NMPRC staff, and
stakeholders, which also included a review and comments on Stakeholder
positions. Merrimack Energy submitted its Design Report on November 19, 2024,
as required.? PNM submitted Response Comments on Merrimack Energy’s Design
Report on December 3, 2024. Overall, the IM found the responses of PNM to be
reasonable and to generally address the comments of the IM in the Design Report
as well as the comments of Commissioner Ellison, NMPRC staff and stakeholders.
PNM issued the PNM 2029-2032 Generation Resources RFP on December 30, 2024.

3.1 RFP DOCUMENTS AND PROPOSED SCHEDULE FOR THE PNM 2029-2032
GENERATION RESOURCES RFP

The PNM Final 2029-2032 Generation Resources RFP provided by PNM on
December 30, 2024, includes a Main RFP Instructions document or RFP Protocol,
which describes the procurement process and requirements for Respondents and
serves as instructions to Respondents.

In addition to providing the Main RFP Instructions document, PNM also provided
a number of Appendices and Attachments to the RFP which were included with
PNM'’'s distribution of the final RFP. The Appendices include specific information to
support the RFP Instructions Document and include copies of proforma
Agreements and Technical Specifications, as well as other background
documents to aid Respondents in preparing their proposals. The Attachments
include information which bidders should reflect and/or include with their
proposals depending on the type of resource technology and structure offered.
The Appendices and Aftachments to the RFP are listed below.

? Merrimack Energy concluded that PNM's 2029-2032 Generation Resources RFP generally
conformed with the requirements for RFP design listed in Sections 17.7.3.10 through 17.7.3.12
NMAC. Merrimack Energy found that the RFP and related documents overall provided a sufficient
base of information to allow bidders to effectively develop a proposal in response to the RFP and
therefore allow PNM to conduct a fair and consistent evaluation of proposals. Merrimack Energy
found the RFP documents and processes to be reasonably fransparent regarding the objectives
and requirements of the RFP, the evaluation criteria and processes, bidding documents,
information which bidders are required to provide with their proposal, and a reasonable and
consistent schedule for the solicitation.
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Appendices
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Market Bid Forms

Attachment A — Bid Profile

Aftachment B — Minimum Requirements Checklist
Attachment C - Bid Certification Form

Attachment D-1 — PPA and Hybrid Proposal Data Forms
Attachment D-2 — APA Proposal Data Forms
Attachment D-3 Not Used

Attachment D-4 — Standalone ESA Proposal Data Forms
Attachment E — Technical Description

Attachment F — Electrical Interconnection — Power Delivery
Attachment G - Fuel Information

Attachment H — Permitting, Land Use, Zoning
Attachment | - Project Milestones

Attachment J — Contracting/Employment Plan
Attachment K — Conflict of Interest Form

Attachment L — Technical Submittal Checklist

BT Bid Forms

BT Attfachment A — Bid Profile
BT Attachment B — Minimum Requirements Checklist
BT Attachment C - Bid Certification Form
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e BT Attachment D — Proposal Form

e BT Aftachment D-1 - Price Breakdown Table

e BT Attachment E-1 - Commercial Clarifications and Exceptions
e BT Aftachment E-2 — Technical Clarifications and Exceptions

e BT Aftachment F — Conflict of Interest Form

e BT Aftachment G — Contracting/Employment Plan

e BT Aftachment H — Milestone Payment Schedule

e BT Attachment | - Cancellation Schedule

e BT Attachment J — Proposal Data Forms

e BT Attachment K — Technical Submittal Checklist

DSR Bid Forms
e Atfttachment A - Bid Profile
e Attachment B — Minimum Requirements Checklist
e Aftachment C - Bid Certification Form
e Atftachment D-5 - DSR Proposal Data Forms
e Aftachment J — Contracting/Employment Plan
e Attachment K — Conflict of Interest Form

To provide a background to this Final IM Report regarding the provisions and
requirements of the 2029-2032 Generation Resources RFP, as noted Appendix A
lists the key provisions of PNM's 2029-2032 Generation Resources final RFP
Instructions document including information provided to Respondents regarding
the RFP and directions to Respondents to aid in preparing a Proposal. Table 1
includes the proposed solicitation schedule for the RFP as listed in the RFP
Instructions document.

Table 1: Proposed Solicitation Schedule

Key Events Dates
RFP Released to Market December 30, 2024
Pre-Bid Conference January 22, 2025

Deadline for Questions from Respondents | April 24, 2025
Proposal Due Date and Submission Fees May 14, 2025

Phase 2 Shortlist Notification July 20, 2025
Recommended Resource Portfolio September 11, 2025
Estimated Agreement Execution Date January 8, 2026

Estimated Filing for Regulatory Approval January 12, 2026
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4 DESCRIPTION OF PNM’'S 2029-2032 GENERATION RESOURCES RFP
PROCESS

The process for implementing a competitive bidding process is generally
comprised of five stages’o, the first three of which are discussed as follows since
these stages primarily focus on the IM’s requirements for New Mexico RFPs.

This section of the final report of the IM provides an overall description of PNM's
solicitation process for the 2029-2032 Generation Resources RFP from issuance of
the RFP1! o final evaluation and selection of the preferred portfolio of resources.
This section identifies and describes the major components of the solicitation
process pertaining to (1) Period from issuance of the RFP through receipt of
proposals and (2) Period from receipt of proposals through evaluation and
selection of the shortlist; and (3) selection of the preferred portfolio. The
description of PNM’s RFP process is structured as a “chronology” of the key events
and issues addressed within the stages of the solicitation process, from initiation
and development of the draft RFP documents to evaluation and selection of the
final portfolio of resources.

4.1 ISSUANCE OF THE 2029-2032 GENERATION RESOURCES RFP

PNM issued its 2029-2032 Generation Resources RFP on December 30, 2024,
followed by a PNM News Release on December 31, 2024, providing notification
of issuance of the RFP. The Main RFP or Instructions document was issued via a
webpage for the RFP established on PNM's website as a non-confidential
document. In addition to providing access to the RFP Instructions, the webpage
(and the PNM News Release) identified the amount capacity by resource type
requested in the RFP for the 2029-2032 timeframe, provided a link to the Jaggaer
procurement platform which hosted the RFP event, and provided a notification

10 The first stage is development of the RFP documents and processes. This first stage was
essentially addressed in Merrimack Energy's RFP Design Report. The second stage activities are
undertaken by the utility and bidders during the Bid Development process. From the utility’s
perspective, the second stage includes the tasks over the timeframe from release of the RFP
through receipt of proposals. Key activities include holding a Bidders conference, establishing a
Q&A process for addressing bidder questions, and developing and finalizing the bid evaluation
methodology, scoring metrics, evaluation criteria, and input assumptions. The third stage
involves proposal receipt and review for conformance with minimum requirements, evaluation,
scoring and ranking of proposals, selection of a shortlist, and final evaluation and due diligence
typically leading up to selection of preferred resources based on detailed economic portfolio
optimization modeling. Stages four and five include contract negotiations and participation in
the regulatory filings for Commission approval. For the NMAC regulatory process in New Mexico,
the IM's role is expected to end with selection of the final portfolio of resources.

11 The proposal development process from release of the RFP until the proposal due date
encompasses a period of 135 days.
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for the Pre-Bid Conference scheduled for January 22, 2025, and the Proposal due
date of May 14, 2025. While the webpage included the RFP Instructions, interested
parties would be required to execute a non-negotiable, non-disclosure
agreement (*NDA") in order to gain access to all bid documents, including all
Attachments and Appendices. Once access is granted to the RFP event, eligible
Respondents can begin asking questions regarding the RFP process. PNM issued
the RFP directly to all vendors in PNM's database, which includes over 300
contacts.

4.2 PROCUREMENT PLATFORM FOR THE RFP

The RFP is structured within the Jaggaer procurement platform, which will
essentially host the RFP. The RFP event is structured as two different modules within
the on-line Jaggaer procurement platform including the *2029-2032 Generation
Resources RFP-Market” module for market proposals and the "2029-2032
Generation Resources RFP-BT” module for Build Transfer proposals.12 The RFP event
includes a description of the request, an outline of the solicitation process,
relevant dates, contact information, and Proposal submission requirements. All
proposals submitted in response to the RFP must be submitted by accessing the
pertinent RFP module. Once access is granted to the RFP event, all Bid documents
provided by PNM can be found under “Settings and Content” in the Buyer
Attachments folder.

For Respondents who submitted an NDA, the Jaggaer platform provides access
to all bid attachments and appendices!3 and other documents and includes
individual files for each Respondent that submitted the NDA to submit proposal
documents, The Jaggaer platform also includes a Q&A Board which allows for
communications with Respondents. From the IM perspective, Merrimack Energy
had access to bidder documents, Q&As, and other information associated with
the RFP the same as PNM's project evaluation team.

4.3 BIDDER PREREQUISITES

As described in the RFP Instructions, Bidders were required to execute a non-
negotiable, non-disclosure agreement (“NDA"”) and to agree fto three
prerequisites in order to be eligible for submitting proposals through the solicitation

12 There were 292 vendors invited for the RFP-Market module and 8 vendors invited to the RFP-BT
module.

13 The Attachments and Appendices as well as access to these documents varied between the
Market Event and BT Event due to the nature of the proposals and the PNM site information
required for the BT proposals only. In other words, BT proposal Respondents will only be able to
access information posted to the BT Event site. Likewise, Market event Respondents would only
have access to documents posted to the Market Event site.
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process and also to receive access to the remaining Bid documents in addition
to the RFP Instructions. The three prerequisites included:
- Bidder certifies that it has read and agrees to the terms of the Supplier Code
of Conduct;
e Certification that the Bidder has read and agrees to the terms of the Non-
Disclosure Agreement; and
e Bidder acknowledges that it has read the 2029-2032 Generation Resources
RFP Instructions document.

Once these are completed, Bidders would then be allowed access to all RFP
documents within the respective RFP Event module.

4.4 PNM GOVERNANCE FOR COMPETITIVE BIDDING PROCESS

Appendix M included in the RFP documents provided by PNM includes the
governance requirements for the competitive bidding processes for PNM's
Generation Resources RFP as well as including PNM’s organizational structure for
project teams within the solicitation process. The governance document notes
that the document has been established by PNM and PNMR Services Company
("PNMR ServCo") through its Sourcing Group. This document is provided pursuant
to the requirements of New Mexico Administrative Code (“NMAC") Title 17,
Chapter7,Part 3 (“17.7.3 or IRP Rule”). As described in Appendix M, the document
establishes the recommended procedures to be applied to ensure the fairness
and integrity of the PNM sponsored competitive bidding process for the
procurement of generation, energy storage, and demand-side resources, that
are able to provide capacity, energy, and/or ancillary service capabilities to
PNM'’'s system.

The Governance document is infended to address confidential information
developed or provided by PNM or Respondents during the solicitation process.
The Governance document applies to all employees and consultants involved in
the competitive bidding and contract negotiation process. Members of the RFP
Administrative team, consultants, and subject matter experts (“SME"”) must read
and agree to abide by the guidelines contained in the Governance document
to be eligible to perform their function. The document describes the general
guidelines, communications requirements and procedures among and between
PNM employees, the IM, outside consultants and bidders, and requirements for
protecting confidential information in the process. PNM employees and
consultants involved in the RFP process were required to execute a Confidentiality
Agreement. PNM noted it also holds annual tfraining on data confidentiality in
which employees and consultants could participate.
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While PNM did not offer any self-build options or affiliate proposals info the
solicitation process, Build Transfer (“BT") agreements were eligible, including the
potential for Respondents to submit proposals for Battery Energy Storage Systems
(“BESS”), hybrid solar and storage, and/or thermal generation resources on
identified PNM generation sites.

4.5 PNM PROJECT TEAMS

The Governance document (Appendix M) along with Appendix D also identifies
the teams that are participating in the RFP and their roles and responsibilities. The
RFP Administration Team is the primary feam tasked to implement the solicitation
process and is comprised of a project manager and a team of subject matter
experts.

The project manager will coordinate the implementation and administration of
the solicitation process from RFP approval through completion of the solicitation,
which includes bid evaluation and selection, contfract negotiations, and filing for
approval of the selected resources through the regulatory process. The project
manager will also inferact with the IM and ensure the IM has adequate
information to report to the Commission.

The RFP Administration Team will be responsible for the development and
management of the RFP process. The Administration team is also responsible for
Proposal clarifications, Phase One through Phase Three bid evaluation activities
including modeling, shortlisting and award selections. The Administration team is
comprised of SME's (e.g. Sourcing, Confracts, Engineering, Environmental,
Finance, Integrated Resource Planning (IRP), Legal and Risk) comprised of PNMR
ServCo and PNM personnel and, if required by specific projects, outside
consultants, responsible for the development and management of RFPs including
the evaluation of bids submitted in response to the RFP. The RFP Administration
Team will prepare all documents required for regulatory filings. The RFP
Administration Team will also be responsible for aiding the analysis that identifies
the shortlist bidders while providing quantifiable and non-quantifiable rationale
and justification for that choice. During the initial phases of the proposal
evaluation, the RFP Administration Team will solicit feedback from PNM's SMEs
regarding price and non-price evaluation criteria.

As part of the Administration Team, the Sourcing Team will be responsible for
coordinating the RFP issuance and development efforts and communications
with Respondents, including distribution of information with Respondents.

PNM will also establish two separate and independent technical evaluation
engineering teams to verify and provide RFP technical requirements and
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feedback to the RFP Administration Team regarding the degree to which each
proposal complies with the specified technical requirements. One engineering
team will be dedicated to the assessment and evaluation of Build-Transfer (“BT”)
proposals submitted under the RFP “BT” event module and the other team will be
dedicated to the assessment and evaluation of all other proposals submitted
under the RFP “Market” event module. These teams shall not have access to those
bids that are not submitted under their respective RFP event module and wiill
otherwise not participate in the overall bid evaluation and final proposal selection
process performed by the RFP Administration Team.

4.6 BACKGROUND TO THE RFP PROCESS, ISSUES, TASKS, AND ACTIVITIES

In January 2025, after the RFP was issued to the market, Merrimack Energy began
to prepare a check list of the issues, tasks and schedule for the key items
associated with implementation of the RFP process, for Phases 2 and 3 of a typical
RFP solicitation process. This included Phase 2 - Bid Preparation and Submission of
Proposals, and Phase 3 - Receipt, Minimum Requirements, Evaluation and
Selection associated with proposals received) based on Merrimack Energy’s
experience with similar All-Source solicitation processes to focus on the key issues
and questions to be addressed, tasks and schedule for the tasks which will need
to be undertaken between the IM and the PNM RFP Administration team during
Phases 2 and 3 of the process. The IM and PNM Administration team met in mid-
December to discuss the IM's comments on the schedule and tasks associated
with Phases 2 and 3 including the evaluation criteria, methodologies, evaluation
process, meftrics for scoring and ranking process, and selection process. A
summary of the key tasks and issues by phase of the RFP is provided in Table 2
below.

4.7 PRE-BID MEETING

PNM held a Pre-Bid meeting with prospective Respondents on January 22, 2025,
after issuing the final version of the RFP. The purpose of the Pre-Bid meeting was
for the PNM team to provide an overview of the 2029-2032 Generation Resources
RFP, including discussing the objectives of the 2029-2032 Generation Resources
RFP, RFP process overview, RFP requirements, instructions to bidders and Q&As.
Topics addressed included the following:

e RFP objectives including expected incremental firm accredited capacity
requirements for PNM’'s portfolio over the 2029-2032 timeframe and a list of
eligible resources;

e RFP process overview including discussion of the Sourcing Platform
(Jaggaer), RFP contents and requirements, and proposal submittal
requirements;
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e Instructions to Bidders including resource needs and regulatory compliance
regarding the NMAC, eligible proposal confracts and structures, and
proposal eligibility requirements;

e Description of the Evaluation Process and criteria;

e RFP Schedule; and

e Questions and Answers

PNM indicated that 121 participants/attendees attended the Pre-Bid meeting.

4.8 KICKOFF MEETING OF THE PNM EVALUATION TEAM AND IM FOR PHASES
2 AND 3 OF THE RFP

The IM and PNM Administration Team met in February 2025 to discuss the status of
the RFP and typical tasks for such a solicitation process moving forward to prepare
for the submission of proposals and for the evaluation and selection process once
proposals are submitted. Merrimack Energy provided a list of issues associated
with each phase of the solicitation process (i.e., phase 2 and 3),
questions/comments and schedule associated with typical activities associated
with phase 2 (Bid Preparation Phase) as well as phase 3 activities (receipf,
evaluation and selection of proposals). The IM also had several follow-up
questions focused on clarification of processes identified in the RFP Instructions
which were also discussed in the meeting. In addition, the IM raised a concern
regarding the IM final report timing after shortlist selection. The IM's concern was
that if the IM and PNM evaluation team did not closely coordinate
communications and activities during the evaluation process, it would be very
difficult for the IM to review the evaluation results after completion by PNM in time
to submit the IM report to the Commission based on the NMAC requirements and
timing. The parties agreed to hold regular meetings during the solicitation process,
starting with a scheduled one-hour meeting every two weeks inifially. The
meetings would evolve every week once the evaluation process began. At the
IM’s request, PNM also agreed to provide evaluation results to the IM on a regular
basis during the evaluation process rather than after completion.

4.9 MERRIMACK ENERGY ISSUES LIST

Merrimack Energy in its role of Independent Monitor or Independent Evaluator
often prepares an “issues list"” focused on common issues and activities that occur
in most power procurement processes. Merrimack Energy provided its issues
check list to PNM and the IM and PNM team agreed to address the IM's issues
and questions during scheduled meetings. Table 2 below provides a high-level
summary of the issues identified by the IM.
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Table 2: IM Issues/Activities List for Phases 2 and 3 of the Solicitation Process

RFP Phase Issues Identified by the IM to Address During the
Solicitation

Phase 2 - Bid Preparation 1. Safeguards associated  with  ensuring
Phase confidentiality of information

2. Question and Answer process with
Respondents associated with preparation of
proposals

3. Development of input assumptions for bid

evaluations

Execution of Non-Disclosure Agreements

5. Preparation of the bid evaluation process
and methodology, models, and evaluation
criteria

6. Creation of a level playing field for PPA and
BTA options

7. Preparation for receipt of proposals — data
fo be provided and compiled to meet
NMAC requirements for the IM

»

Phase 3 — Receipt of 1. Review proposals for completeness and

Proposals and Bid conformance with minimum requirements —

Evaluation and Selection IM review of proposals classified as non-
process conforming

2. Review economic evaluation results for
similar technologies and resource types — IM
review and comment on evaluation results

3. Review non-price evaluation results — IM
review and comments on non-price
evaluation results

4. Scoring and initial shortlist selection - Review
price and non-price scoring results and
combined scores used to select an initial
shortlist of proposals.

5. Evaluation of shortlisted proposals using
portfolio  optimization assessment and
modeling — review and comment on final
shortlist evaluation and selection results

6. Preparation of IM report
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4.10 Q&As

PNM maintained a very active Question and Answer process for all Respondents
who accepted the NDA terms and agreed to comply with the Supplier Code of
Conduct within the respective modules. PNM stated that it will prepare written
responses fo questions received and will post the responses (without identification
of the party asking the questions) for all Respondents who accept the NDA terms
and agreed to comply with the Supplier Code of Conduct.

Merrimack Energy noted to the PNM team that a typical role for the IM regarding
the Q&A process, in addition to reviewing responses, is to assess whether the
responses provided are sufficiently generic such that project specific information
is not provided to all bidders.

The Q&A process began shortly after issuance of the RFP to the market, with a
deadline for questions from Respondents on April 24, 2025 in the project schedule.
This would allow PNM to respond to questions in adequate time to allow
Respondents to incorporate this information into its proposal, if applicable. PNM
received the first questions on 1/10/2025 and completed responses to questions
by 5/1/2025.

PNM received and responded to over 115 questions during the Q&A process for
the RFP.

4.11 SUMMARY OF PROPOSAL EVALUATION AND SELECTION PROCESS AND
METHODOLOGY

Appendix C to the RFP provides a high-level description of PNM’s bid evaluation
process, which Respondents could review and assess in more detail fo determine
how each of the proposals would be evaluated. PNM also prepared a detailed
internal Proposal Evaluation Methodology' which describes the evaluation
process, evaluation criteria, scoring matrix, and modeling methodology in more
detail. Merrimack Energy will describe the nuances of the bid evaluation
methodology later in this report, particularly regarding the analysis of the
proposals submitted and the shortlist selection process.

According to Appendix C, “the objective of this RFP is to identify and procure
resources that can provide new, incremental energy and capacity, comply with

14 The internal Proposal Evaluation Methodology was used by PNM as the protocol document for
describing in detail the proposal evaluation and scoring of proposals received from a price and
non-price perspective to arrive at a total score for each proposal. The document also included
the scorecard to be used to score and rank proposals. PNM provided the Bid Evaluation Guide
to the IM for review and comment.
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the required Guaranteed Start Dates and, when combined with the existing PNM
generation portfolio, support overall reliability of system service and result in a
portfolio of generating resources capable of meeting capacity and energy
needs of PNM’s customers at a low cost. PNM notes that the objective of the
evaluation is to fairly and competitively select those projects that bring the most
value fo PNM’s customers, while consistent with the objectives of the Public Utility
Act (“PUA"), New Mexico Energy Transition Act (“ETA”), and the IRP Rule. In
combination with project cost, PNM prefers resources with the least
environmental impacts, those that maximize employment of the New Mexico
work force, and those that utilize apprentices for the project construction. PNM
also notes it will conduct an evaluation of the overall portfolio.”

PNM noted that it will conduct a multi-stage evaluation process which consists of
the following components:

e Phase 1 —aninitial screening of the Proposals received for compliance with
the RFP Minimum Requirements as listed in Section 1.4 of the RFP Instructions
or Protocol, including compliance with the Supplier Risk Security Screening
Questions and for proof of an executable plan supporting the proposed
Guaranteed Start Date;15

e Phase 2 - Proposals that have provided the required information and
satisfied the Minimum Requirements will be passed on to Phase Two. Phase
2 will focus on both price and non-price bid evaluation criteria and
evaluation factors. From a pricing perspective, proposals will be ranked on
a total evaluated delivered cost of energy (“LCOE"”) and total evaluated
delivered cost of capacity (LCOC") basis'¢ with non-price evaluation
factors considered in establishing a “short-list” of proposals by resource
category!’. Price and non-price factors will be combined and weighted at
this stage in the process with combined Price and Commercial/Contract
Compliance factors weighted at 45% and all remaining Non-Price factors
weighted at 55%. Non-Price evaluation factors include the following:

15 Appendix C states that Respondents’ proposals that originally failed to meet minimum
requirements may have the opportunity to correct any deficiencies. PNM may reject any
proposals that are incomplete and/or fail to cure deficiencies within a reasonable amount of
fime.

16 Energy resources such as wind and solar will be evaluated and ranked on the basis of energy
cost while capacity resources such as Battery Energy Storage System (“BESS”) project will be
evaluated and ranked based on $/kW-year adjusted for accredited capacity for the resource
type.

17 Resource categories could include wind projects, standalone storage projects, hybrid solar
plus storage, gas-fired generation options and other resources. For this RFP, PNM maintained the
categories list herein but did develop separate categories for short-duration storage (less than 8
hours) and long-duration storage (8 hours or greater)
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o Commercial/Contract Compliance - includes degree of
acceptance of PNM's commercial terms presented in the form
agreements and product and equipment performance guarantees;

o0 Respondent Characteristics — including creditworthiness, ownership
structure and operating history, and financing plan/structure;

o0 Respondent Qualifications and Experience — including Respondent’s
past experience with the technology proposed, Respondent team
experience, and health and safety history;

o0 Project Engineering and Development Status — including operation
and maintenance structure, detailed project critical path schedule,
commercial viability and maturity of technology, and planned
warranty and maintenance agreement, if a Build-Transfer
arrangement;

o Social, Environmental and Siting Considerations — including project
development and permitting status, emissions profile, status of site
control, compliance with IRP Rule objectives,
community/stakeholder engagement, and Respondent’s intentfion
for employment of local New Mexico work force; and

o0 Electrical Interconnection plan/transmission system benefits and
project performance viability/operational flexibility — including status
of interconnection studies and agreement; assessment of
Respondent’s transmission capability/deliverability analysis to deliver
power to PNM's load center, benefits o PNM's electrical system,
operational flexibility characteristics of the proposed resource, and
viability of performance and capacity quoted.

Proposals will be evaluated and ranked based on fotal price and non-price
points. For the price evaluation process, proposals will be scored based upon its
price relative to the pricing of other proposals within the same resource category.
The ranking of energy resources will be based on the levelized cost of energy
($/MWh), while capacity resources will be based on the levelized cost of capacity
($/kW-year). Price ranking points will range between 50 and 100, with the lowest
cost proposal receiving 100 points and the highest cost proposal receiving 50
points.18 Non-price scores will be based on the individual scores developed by
PNM's evaluation team, comprised of SMEs from the company and consultants,

18 The price points awarded are based on the relationship between the cost of energy or
capacity, depending on the resource type, relative to the high and low points range (i.e.,
between 50 and 100 points). The lowest cost proposal in each category will receive 100 points
and the highest cost proposal will receive 50 points. Project costs between the high and low will
receive points prorated relative to the bid cost relationship between the high and low costs as
defined by the PNM scoring matrix.
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for each proposal based on PNM's internal scorecard locked down before
proposals were submitted.!?

At the end of Phase 2, a short-list of projects for each resource category or
technology type will be determined based upon the above criteria. PNM noted
that, to the extent available from the RFP resources, a sufficient quantity of “best-
in-class” proposals for each proposed technology will be carried into the selected
short-list for each of the Guaranteed Start Dates to fulfill the RFP need identified.
As discussed later in this report, PNM conducted a portfolio analysis with updated
resource needs to account for an increased load forecast. In addition, the scores
could be readjusted as proposals withdraw from the RFP process. These short-
listed projects will be carried into more detailed system portfolio modeling in
“Phase Three"” of the evaluation.

According to Appendix C of the 2029-2032 Generation Resources RFP, Proposals
short-listed from the Phase Two evaluation process will undergo further assessment
in the Phase Three evaluation. The Phase 3 evaluation willinvolve system modeling
of the shorilisted projects to determine the best performing portfolios. Top
portfolios will undergo both quantitative and qualitative assessments. Portfolios will
be determined via capacity expansion modeling and portfolio costs will be
determined through hourly production cost modeling. The lowest cost portfolios
that also meet reliability requirements, ETA emission requirements, RPS
requirements or other requirements will be identified.

PNM's portfolio modeling relies primarily on two complementary commercial
modeling tools:

e EnCompass — an optimal capacity expansion and production simulatfion
model, which is used to identify and simulate portfolios of least cost
resources to meet future needs; and

e SERVM - a loss-of-load probability model, which is used to establish system
reliability needs and to conduct detailed reliability analysis of portfolios
produced by EnCompass.20

For the Phase Three evaluation, the EnCompass capacity expansion module is
configured to identify least-cost portfolios of resources over a 20-year study
horizon while meeting a number of constraints. The model’s objective function —
the sum of all costs included in the optfimization —reflects the Net Present Value of
PNM's system revenue requirements, including all costs related to the generation

17 As noted, Combined Price and Commercial Contfract/Compliance will be weighted at 45%
and remaining non-price factors at 55%.

20 PNM's reliability standard dictates that the portfolios should yield no more than one day of lost
load in ten years; a loss-of-load expectation (“LOLE”) of .1 or lower, and concurrently meet
PNM's environmental goals.
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portfolio (existing and new resources) and new transmission investments needed
to deliver future resources to loads. EnCompass minimizes this objective function
subject to constraints — certain requirements that the portfolio must meet in order
to qualify as a valid solution, such as meeting the planning reserve margin (“PRM”)
requirements and CO2 emission targefs. Target PRM and associated effective
load carrying capability (“ELCC”) for all energy limited resources identified in
PNM's most recent Infegrated Resource Plan will be used as inputs for Phase Three
modeling constraints. ELCC values are used to determine the accredited
capacity for any given resource relative the marginal resource additions.2! Figure
1 provides a look at the marginal ELCC values by resource type.

Figure 1: Marginal ELCC Values by Installed Capacity
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Consideration of various risk factors such as uncertainty of commodity prices,
technology costs, load increases and potential CO2 taxes will also be evaluated
using scenario analysis. PNM will assess resource requirements for serving its retail
customers safely and reliably at lowest reasonable costs. Top performing portfolios
of projects will then be qualitatively evaluated within PNM to determine if there
are any operational, deliverability, transmission, interconnection, financial or
other issues expected to arise from the combinations of projects were they to be
added to PNM'’s system.

Additional detailed reliability analysis will be conducted using SERVM for top
performing portfolios in Phase Three. This analysis serves as a check to ensure

21 The marginal ELCC values assume existing capacity of 670 MW of Wind, 1,731 MW of Solar,
and 1,260 MW of Storage to be on-line by 2028. Besides the 2-hr duration batteries, the storage
ELCC values are calculated based on the assumed existing capacity of 1,260 MW.



https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/

PNM Exhibit RWN-8
Page 29 of 76

portfolios are sufficiently close to the desired LOLE standard of 0.1 days per year.
In circumstances where this is not frue, additional considerations and/or portfolios
adjustments will be made to satisfy the reliability.

Once portfolios of projects are validated in terms of costs, reliability, and
deliverability, projects will be subject to PNM management approval processes
and external stakeholder feedback. Thereafter, respondents will be nofified that
their projects have been chosen and will be notified to begin contract
negotiations to secure those resources.

4.12 INTERNAL EVALUATION METHODOLOGY AND INPUT ASSUMPTIONS

Merrimack Energy inquired during project team meetings whether PNM had
developed the input assumptions that would be utilzed for the evaluation of
proposals and also inquired about any documentation PNM may have
developed that would aid in allowing the IM to become more familiar with the
evaluation methodology and processes, data collection and utilization for
assessing proposals, and any score cards or templates PNM would use to
evaluate, score and rank proposals. PNM indicated that it was developing such
a document?2 and intended to complete the document, including Merrimack
Energy’s review as the IM, and lock-down the document and input assumptions
prior to receipt of proposals.

PNM provided the initial draft of the Proposal Evaluation Methodology document
or Internal Evaluation Protocol document to the IM on April 21, 2025. In addition
to providing the Evaluation Methodology document, PNM provided Excel files
which included the inputs and assumptions for the evaluation, the Phase 2 Scoring
Matrix, the non-price criteria and scoring approach, and the bid summary scores
which included the formulas for combining price and non-price criteria info a
total score for each proposal. PNM followed up with an update of the Evaluation
Methodology document on April 28, 2025 after Merrimack Energy provided a list
of questions and comments on the April 21st version of the report. Merrimack
Energy provided a few additional comments after receiving the April 28th version.
PNM provided a final copy of the Proposal Evaluation Methodology document to
the IM on May 13, 2025, before proposals were submitted.

The Proposal Evaluation Methodology document provides a more detailed
description of the evaluation methodology and process, a summary of the
proposal evaluation tools, and a detailed description of the delivered cost

22 PNM had developed an Internal Evaluation Protocol document for the Demand Response RFP
and indicated it intended to develop and complete a similar document for the 2029-2032
Generation Resources RFP.
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methodology for the various resource types expected. The document also
included several Aftachments including the RFP Schedule, Minimum
Requirements Checklist, the Bid Comparison Template23, Financial Evaluation
Assumptions, ELCC Assumptions by resource type,24¢ O&M cost assumptions, and
a sample Shortlist Ranking Mafrix.

4.13 SUBMISSION OF PROPOSALS

Proposals were submitted to the Jaggaer procurement platform on May 14, 2025,
as required. PNM received arobust response from the market. A total of 36 unique
Respondents submitted 207 proposal options which included 71 unique projects.2>
While the maijority of proposals submitted were for PPAs or ESAs, there were
several Build Transfer options and APA options as well.

It should be noted that some Respondents provided proposals for both
standalone storage options and solar plus storage for the same projects or the
same proposals for both short-duration (up to 4-hour duration) as well as long-
duration (typically 8-hour duratfion or greater) storage options. Others offered
proposals for PPA/ESA contract structures as well as Asset Purchase or Build
Transfer agreements for the same project, although the number of projects in the
Asset Purchase or Build Transfer category were very limited relative to PPA/ESA
confract structures.

Both PNM and Merrimack Energy compiled a list of the proposals submitted
immediately after submission and compared the lists compiled by each entity.
There were initially a few slight differences in the number of proposals included in
each summary by category. The PNM team and the IM focused on reconciling
the number of proposals submitted so that each would have a consistent set of
proposals to begin the review. Figure 2 shows the relatfive locations of the
resources submitted by resource type.

2 The Bid Comparison Template includes all the data compiled by PNM's team as summary
data for each proposal submitted.

24 For determining the ELCC values for wind, solar, demand response and storage components,
PNM considers the projects under contract and expected in operations in calculating the
marginal ELCC values. As a result, the marginal ELCC values for each resource decline as more
of the same type of resource are added. As a result, the original increments of resources added
in each category will initially have reasonably high ELCC values but as more of a specific
resource is added, the ELCC declines significantly on a marginal basis.

25 Unigue projects are distinguished by unique project sites. In some cases, Respondents
submitted offers for both standalone storage and solar plus storage options at the same site. In
some cases, Respondents submitted storage options at the same site that were both traditional
4-hour storage or offered both a 4-hour duration and longer duration (i.e., 8-hour duration
energy storage project) at the same site. In this case, we classified the two options a one unique
project.
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Figure 2: Map of Resources Submitted
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NMAC Section 17.7.3.14.G.(b](ii) requires that the IM report provide summary
information on the results of the bids, including the number of bids sorted by the
following criteria: by resource type, capacity or energy, price range by resource
type, and whether there were any deficiencies in those respects that should be
addressed by the Commission in a future proceeding for approval of the solicited
projects.

In conjunction with this requirement, Table 3 below provides a high-level summary
of the proposals submitted by resource category, total capacity of the proposals
by category based on the largest size proposal option provided by each project,
and by confract structure. In addition to the information provided in Table 3,
Merrimack Energy notes that the majority of proposals offered Guaranteed CODs
of 1/1/2030 or earlier. Confidential Appendix C provides summary information for
each proposal submitted within each resource category including proposal
capacity, Guaranteed Commercial Operation Date, confract fterm, and
proposed pricing.
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Table 3: Total Proposals Submitted by Category2¢

Resource Type No. of Total Bids Total PPA/ESA APA Build Nameplate
Unique Submitted | Unique Transfer Capacity

Respondents Projects (MW)27

Wind 5 23 3 23 0 0 2,865

Standalone 14 63 31 56 3 4 5,443

Conventional

Storage

Long Duration 6 14 12 14 0 0 1,951

Energy Storage

Solar plus 23 95 34 87 8 0 5,910/5,303

Storage

Natural Gas 3 8 4 7 1 0 1,689

Options

Other2s 3 4 3 3 0 1 440

Total 207 ‘ 190 12 5

As required, Confidential Appendix D provides price ranges for the various
resource types based on the information in Confidential Appendix C. For
standalone storage and solar plus storage,?? PNM requested that Respondents
submit pricing based on $/MWh as well as an availability factor to calculate the
effective pricing instead of a fixed price based on a $/kW-month metric. Similar
to other utilities in the industry, PNM's objective in requesting pricing in $/MWh is
to eliminate the prospect of the credit rating agencies including the fixed
payments as capacity charges if pricing is based on a $/kW-month basis as
imputed debt on the utility's balance sheet. Figure 3 provides an overview of the
price range for PPA/ESA proposals.

26 Note that the number of unique respondents and unique projects are focused on each
resource type. Since some Respondents included proposals and projects in multiple categories,
the total number of unique Respondents and Projects is blank because one cannot add up
each row since this would involve double counting of Respondents and Projects.

27 This column is the sum of the maximum selectable capacity amounts by resource category, so
for resources with multiple variants, the bid variant with the largest capacity was included.

28 Other options include one hybrid gas and BESS option as well as three solar plus gas options.
For these options, the nameplate capacity column takes info account the largest component of
the hybrid resource.

29 For standalone storage Merrimack Energy is including the proposal price on a $/MWh basis as
required by PNM.
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Figure 3: Price Ranges for PPA/ESA Proposals
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In Figure 3, for the Solar plus Storage resources, Merrimack has included the solar
component for solar plus storage only and is reporting the standalone storage
proposals as a separate category.

Providing price ranges for resources such as BESS and solar plus BESS options can
be complicated by several factors including duration of the battery and the size
of the solar component relative to the size of the battery component in MWs for
combined solar plus storage. In Confidential Appendix D, in cases where there
are differences in the relative size of storage and batteries or duration of the
batteries, pricing can vary. To avoid these complexities, Merrimack Energy has
included the price ranges for the solar component of the solar plus storage
resource options but has included the price ranges for the storage component
based on the information provided by standalone BESS projects.

4.14 CONFORMANCE WITH MINIMUM REQUIREMENTS

The first step in the evaluation process is an initial screening of the proposals to
assess whether the proposals submitted were in conformance with the
established minimum requirements30. Respondents were required to meet three
pre-requisites prior to even submitting a proposal in the Jaggaer platform.

30 There were 34 minimum requirements Respondents and their proposals had fo meet. In
additfion, there are two additional minimum requirements applicable to APA proposals.
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In addition, Respondents were required to submit a completed Minimum
Requirements check list (Attachment B) with their proposal for PNM review and
validation for meeting the RFP minimum requirements. A detailed description of
the RFP minimum requirements was provided in Section 1.4 of the RFP Instructions
document, while the Minimum Requirements Checklist is provided as Attachment
B. As listed in the RFP Instructions document, should any minimum requirement not
be satisfied after the opportunity for the Respondent to address any noted
shortfall, such proposal will be excluded from further consideration under the RFP.
According to Appendix C of the RFP documents, Respondents whose proposals
are classified as non-compliant would be notified in such an event.

Nine (9) proposals from six (6) Respondents were classified as non-compliant after
the initial review. One of the proposals was classified as non-compliant due to
offering a guaranteed start date beginning after January 1, 2032. The remaining
proposals provided incomplete proposals or non-compliant pricing structures,
even after PNM afforded the opportunity to provide a complete proposal. One
proposal did not identify a point of delivery into the PNM system. While a few of a
Respondents proposals may be classified as non-compliant, in most cases, the
Respondent still had other resource options that were classified as compliant.

According fo the RFP Instructions document, Respondents will be afforded one
opportunity during Phase One of the bid evaluation process to correct any
shortfalls in compliance with the minimum requirements within five (5) business
days of notification in the form of a request for clarification from PNM. Should any
minimum requirement not be satisfied after the opportunity to address a shortfall
the proposal will be excluded from further consideration. The proposals in question
were given the opportunity fo cure but did not provide an adequate response. In
summary, one natfural gas proposal, one wind proposal, and seven hybrid
proposals were classified as non-compliant. Merrimack Energy agreed with the
decision to classify these proposals as non-compliant. The non-compliant
Respondents were notfified in late July 2025 that they were being excluded from
further consideration.

After elimination of the nine (9) non-compliant proposals, one-hundred ninety-
eight (198) proposals were subject to the Phase 2 evaluation process. The
Independent Monitor reviewed PNM’'s minimum-requirements screening
determinations and the associated cure process afforded to Respondents. The
Independent Monitor finds that PNM applied the minimum requirements
consistently across proposals, provided Respondents with a reasonable
opportunity to cure deficiencies, and reasonably excluded proposals that failed
to meet mandatory requirements after such opportunity. The Independent
Monitor concurs with PNM's determination to classify the identified proposals as
non-compliant and exclude them from further consideration.
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4.15 FOLLOW-UP QUESTIONS FOR BIDDERS

Approximately 340 clarification questions were submitted by PNM to all 36
Respondents beginning on May 22, 2025, and continuing through the completion
of the initial evaluation process up fo shortlist selection to ensure PNM had
accurate information for which to complete the evaluation of proposals. Based
on the information provided by bidders, PNM updated applicable bid information
prior fo conducting the evaluation process for initial shortlisting.

4.16 BID EVALUATION RESULTS FROM PNM PROJECT TEAM

PNM provided inifial evaluation results to the IM on June 12, 2025, and followed
up with a complete list of the evaluation results for all proposals on July 7, 2025.
The evaluation results included a summary of evaluated LCOE or LCOC values for
each proposal, a completed scoring matrix for each resource type including the
scoring of price and non-price components based on the weights included in
PNM's scoring matrix and total score for each proposal. The scoring matrix also
included documentation provided by the SME's as the basis for scoring for each
non-price category and sub-category criteria. PNM also provided a ranking of
the LCOE and LCOC values for each proposal, the total price points for each
proposal, and total scores for each proposal within each category in rank order.
The files provided by PNM also allowed the IM to review the detailed economic
evaluation results and confirm the evaluated LCOE and LCOC values which
included the proposal price and network upgrade costs provided by the
Respondents and/or verified by the PNM team

4.16.1 IM Review of Evaluation Results

The IM reviewed and checked the initial evaluation results, including the
quantitative or pricing analysis, the scores for each of the non-price criteria for the
top ranked proposals in each category, and a combination of price and non-
price scores to derive a total score for the highest ranked proposals within each
category as the basis for assessing the likely shortlisted candidates. Merrimack
Energy prepared a summary of the results for the top ranked projects to allow for
a comparison among proposals.

Based on its review of the Phase Il evaluation results, including pricing
calculations, non-price scoring documentation, and the combined weighting of
price and non-price criteria, the Independent Monitor finds that PNM's evaluation
methodology was applied consistently and in accordance with the evaluation
framework established prior to receipt of proposals. The Independent Monitor did
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not identify any material inconsistencies, irregularities, or preferential treatment in
the application of the Phase Il evaluation criteria.

4.16.2 Shortlist Evaluation and Selection

PNM provided the IM with its preliminary 2029-2032 RFP Project Shortlist (based on
initial pricing analysis and non-price scores) on or around July 8, 2025. PNM’s
proposed shortlists by technology/resource types are summarized in Table 4
below. Confidential Appendix E contains a summary list of the projects selected
for PNM’s shortlist in more detail. PNM's approach was to generally select projects
for the shortlist based on total scores in rank order within each category. Since
Merrimack Energy had received the evaluation results from PNM shortly before
receiving PNM’s proposed shortlist, the IM asked for a few days to review the
evaluation results and shortlist selection.

Table 4: PNM Proposed Shortlist Summary

Resource Number of Contract Guaranteed Total
Options Projects Structures Start Date Project

Size
(MW)3'I

Short Duration Energy Storage
Shortlist 4 ESA 2029 410
Alternative Bids 2 ESA 2029 300

Long Duration Energy Storage
Shortlist 5 ESA 2029 410

Wind

Shortlist 2 PPA 2031 1,800

Hybrid Solar + Storage32
Shortlist 6 PPA/ESA 2029 - 2030 839/1,049

Solar/Gas Hybrid

31 The values in this column represent the total MW of all proposal options in each resource
category and do noft reflect mutually exclusive options (i.e., there are proposal options for the
same project which is included in shortlist for both the short duration energy storage category as
well as the long duration energy storage category. For example, there are three proposals for
the same project that are included in both the short duration storage and long duration storage
categories. In the wind category, there are two proposals from the same project with different
size opftions.

32 PNM initially included 3 projects on the shortlist in the hybrid solar plus storage category.
Merrimack Energy recommended that PNM include three additional proposals in this category
which PNM agreed to. As a result, the final shortlist in this category included six proposals.
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PPA 1 PPA 2030 42.1
Gas/49.5
Solar

BT (Hybrid) 1 BT 2029 134
Gas/150
BESS
BT Gas (RICE) 1 BT 2029 40 MW

4.16.3IM Comments on Proposed Shortlist

Merrimack Energy reviewed the evaluation results for the proposed shortlisted
proposals as well as other proposals that scored relatively high overall or had high
scores for either price or non-price factors. The IM also reviewed the evaluation
results from PNM’s project feam associated with interconnection and transmission
network upgrade costs to assess the relative ranking and risks associated with
various projects. Merrimack Energy submitted questions and comments to PNM
regarding the basis for proposal selection and raised questions in some categories
suggesting that PNM may want to consider adding projects to the shortlist. While
Merrimack found that PNM's shortlist was generally consistent with rank-ordered
combined price and non-price scores and aligned with the objectives of the RFP,
the IM suggested that PNM select additional solar plus storage proposals with
different solar capacity to storage capacity ratios. For example, the three
proposals initially selected by PNM in this category had solar to storage capacity
ratios of 1 MW solar to approximately 2 MW of storage. Merrimack Energy
suggested that PNM consider 1:1 or 2:1 solar to storage configurations offered by
Respondents as well to assess which configurations offered the highest value o
PNM's system portfolio. PNM agreed to add three additional solar plus storage
projects to the shortlist based on the IM's suggestions. Since project costs are
affected by both the size of each component as well as the duration of the
storage component, by expanding the selection fo different project
configurations, this would provide an opportunity to more fully assess which
configurations offered the most value to the PNM system.

The Independent Monitor finds that expanding the shortlist to include solar-plus-
storage proposals with a broader range of solar-to-storage capacity ratios
improved PNM's ability to assess the relative cost, operational flexibility, and
system value of alternative configurations. The inclusion of these additional
configurations enhanced the robustness of the Phase Il portfolio evaluation and
supported a more informed selection of preferred resources. As a result, two of
the three projects suggested by the IM were selected for the final portfolio.
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4.16.4The One Big Beautiful Bill (“OBBB")

On July 4, 2025, the One Big Beautiful Bill was signed into law and significantly
restructured the clean-energy tax incentives established under the Inflation
Reduction Act ("IRA"). Key wind and solar tax credits, including the Section 45Y
Clean Electricity Production Tax Credit (“PTC”) and Section 48E Clean Electricity
Investment Tax Credit (“ITC"), were accelerated toward an earlier phaseout
date. The updated eligibility was tied to projects beginning construction by mid-
2026 (the 12-month window from enactment of the OBBB to begin construction)
and generally placed in service by the end of 2027, after which these credits
would no longer be available for new facilities.33 These changes would
significantly compress development timelines and tighten qualification criteria for
wind and solar investments relative to the longer phase-in and phase-out
schedules under the IRA. As a result, the OBBB created a new level of uncertainty
in the energy market and dramatically increased project development risk which
could result in more and more projects terminating if they are not able to define
a clear path forward for their projects.

The Independent Monitor finds that the enactment of the OBBB constituted a
material and unforeseeable change in market conditions that reasonably justified
PNM's decision to request refreshed pricing and revised COD options from
shortlisted Respondents. The Independent Monitor further finds that PNM applied
these requests consistently across shortlisted bidders and that the best and final
offer ("BAFO") process did not undermine the fairness, transparency, or
competitive integrity of the solicitation.

4.16.5 PNM Filing to Extend Date for RFP Completion

On July 9, 2025, PNM filed a Motion for Extension of Time in Case No. 23-00409-UT
requesting a 120-day extension to complete its evaluation of bids received in
response to the 2023 Integrated Resource Plan (“IRP") Request for Proposals.
Under the Commission’s IRP Rule (17.7.3.12(H) NMAC), PNM is required to provide
its bid evaluation to the Independent Monitor within 120 days of the RFP bid
deadline, which would have been September 12, 2025.

PNM explains that it issued the RFP on December 30, 2024, following Commission
approval of its Statement of Need and a subsequent variance allowing use of a

33 Solar and wind projects that are not under construction by July 4, 2026 must be in service by
the end of 2027 to qualify for tax credits. Eligible projects that start construction by July 4, 2026
could avoid a deadline to be placed in service by the end of 2027. Such projects would retain a
four-year timeline to complete construction following the Begin Construction timeline. Projects
could still reach COD in 2029-2030 provided they begin construction in the Begin Construction
window.
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revised load forecast. Competitive bids were due on May 14, 2025, and the RFP
seeks new resources to meet system needs in the 2029-2032 timeframe.

PNM asserts that it cannot adequately complete its bid evaluation within the
existing timeframe due to three primary factors: (1) significant federal tax credit
policy changes enacted on July 4, 2025, which may materially affect bid pricing
for renewable and storage resources and necessitate bid refreshes; (2) the large
volume of responses, consisting of over two-hundred (200) proposals across
multiple resource types; and (3) the scope and complexity of the procurement,
including analysis of replacement resources for the anticipated retirement of the
Four Corners Power Plant and consideration of life-extension versus replacement
options for the Reeves Generating Station, which provides critical voltage support
to the Albuquerque load center.

PNM requested that the deadline for providing its bid evaluation to the IM be
extended from September 2025 to January 9, 2026. PNM stated that this extension
would allow for a more thorough and accurate evaluation without unduly
delaying subsequent regulatory review or compressing other IRP-related
deadlines. According to the filing, Commission Staff and the New Mexico
Department of Justice do not oppose the request, while the Albuquerque
Bernalillo County Water Utility Authority takes no position.

As a result of the Commission’s Order from August 21, 2025, the Commission found
that an extension of time for PNM to comply with Rule 17.7.3.12(H) NMAC to
January 9, 2026, is reasonable. In the Order, the Commission ordered that PNM
shall provide the shortlist to the IM by January 9, 2026, and the IM shall issue the
Final Report by February 9, 2026.

4.16.6 PNM and IM Discussion Regarding Filing to Extend Date for RFP
Completion

PNM's team and Merrimack Energy held a conference call in July to discuss the
decision of PNM to request an extension of the shortlist due date. PNM noted that
one of the considerations for the extension was to address franche two resource
needs (i.e., 2031-2032). PNM noted that it did not receive a significant response
for tfranche two resources and it also needed to conduct a more detailed
assessment of transmission requirements and timing. PNM also wished to be able
fo conduct a more informed assessment to investigate if there were benefits for
taking proposals with an earlier COD date with expected eligibility for tax credits
rather than waiting to when the resources were needed without the possible
advantage of tax credits. PNM sought to obtain information to address this issue
by asking shortlisted Respondents to submit a price update or best and final
pricing with a 2029 and 2031 COD date. PNM also noted it would ask Respondents
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to provide best and final prices based upon compliance with the Form
Agreement terms and conditions, if they have not already done so. PNM also
stated it was planning to meet with the shortlisted Respondents to discuss their
proposals and the basis for PNM's requirements. PNM expected that its modeling
group would then conduct detailed modeling analysis to assess the lowest cost
portfolios. Given the uncertainty in the market over tax credit uncertainty,
guidance expected from the Treasury Department, and the potential movement
in near term and longer-term prices, the IM agreed with PNM's decision to seek
best and final pricing from shortlisted bidders.

4.16.7 Notification to Shortlisted Bidders

In late July 2025 PNM sent nofification messages to the selected shortlisted
Respondents through the Jaggaer procurement platform. PNM identified the
specific proposals that were shortlisted to each selected Respondent and also
requested that the Respondents submit a price refresh by no later than August 8,
2025, for a January 1, 2029, COD, or if the Respondent could not support a
January 1, 2029, COD, the shortlisted COD. PNM also requested pricing for a COD
of January 1, 2031, to the extent that the Respondent was willing to offer this COD.
PNM requested that the pricing refresh be based on the terms and conditions
outlined in the Form Agreement as well as the current federal tax credits and
tariffs. The refreshed pricing should include details of the assumptions around tax
credits, tariffs, and any equipment safe harboring measures included in the
proposal.

4.16.8 Meetings with Shortlisted Bidders

In late July, PNM held calls with shortlisted bidders to discuss their proposals and
PNM's objectives for seeking best and final pricing. The messages conveyed
during these meetings by PNM were generally the same to all Respondents in
frying fo understand the basis for pricing regarding tariffs and tax credits.
Additionally, due to recent changes in tax law, PNM reiterated their request for
BAFO pricing from all bidders for the COD identified in the notification as well as
for a 2031 COD. Merrimack Energy attended a majority of these calls. The IM
found the meetings to be very informative and reflected a detailed level of
discussion and a cooperative exchange of information between PNM and the
Respondents. PNM was transparent with Respondents about the pricing refresh
and the basis of the request. In return, several of the Respondents provided
information regarding their view of the current market and how it likely affects
their projects.
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4.16.9 Updated Pricing

All shortlisted bidders provided updated pricing as requested on August 8, 2025.
Confidential Appendix F provides a summary of the BAFO pricing compared to
the original pricing submitted.

As noted in Confidential Appendix F, many shortlisted Respondents provided
additional variants from the originally shortlisted proposals that included different
CODs, delivery contfract terms, pricing with/without tax credits, and pricing
with/without contract redline acceptance. A vast majority of re-pricing for offers
with the same attributes resulted in increases in price. In particular, pricing without
the availability of tax credit showed an increase in price relative to the initial prices
submitted in May 2025, which included tax credit availability.

4.17 PNM PHASE Ill EVALUATION - PORTFOLIO OPTIMIZATION

On January 6, 2026, PNM sent a slide deck presentation to Merrimack Energy
detailing a summary of PNM's preferred portfolio resulting from the RFP. PNM
stated that this submission starts the 30-day period for IM review of the final shortlist
evaluation. Merrimack Energy reviewed the slide deck and scheduled a meeting
with PNM to review the slide deck results and ask questions about the selections.

As PMN noted to the IM, based on the shortlist of the highest-ranking proposals by
resource type, various portfolios will be evaluated and analyzed via PNM's system
of portfolio modeling tools including the EnCompass and SERVM models
previously discussed in this report.

PNM also noted that during this Phase Il evaluation, the shortlisted proposals
would be evaluated in more detail and subject to SME review and analysis.
Additionally, meetings with shortlisted Respondents may be held to validate the
proposals. The applicable shortlist scoring matrix may be further refined to identify
which projects will evaluate more favorably from a risk perspective. Following the
completion of the scoring matrices and portfolio modeling, PNM would issue a
recommended portfolio of resources to the IM for review.

The slide deck submitted by PNM to the IM included assessment of the shortlisted
projects based on the updated pricing for two cases: (1) Current Trends and
Policies Load Forecast (“CTP") portfolios and (2) Economic Development Forecast
portfolios. The CTP load forecast is base case with no additional load growth
beyond the original forecast detailed in the 2023 IRP and targeted in the RFP. The
Economic Development forecast includes the additional capacity need for large
load customers such as data centers of roughly 700 MW beginning in 2028.
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The IM requested that PNM provide the input files and output files for the portfolio
cases evaluated. PNM provided several files with back-up data. The final files
provided a summary of the portfolios evaluated which included the portfolio
cases, proposals included in each portfolio, and the net present value of total
system costs over a 20-year time horizon.

As detailed in Table 5, the CTP Least Cost portfolio contains three resources, and
the Preferred Portfolio contains two of the same resources and a different third
resource. All of the resources in both cases have 2031 CODs. Since PNM requested
that Respondents provide best and final offers for a 2029 and a 2031 COD, this
allowed the model to select which of the resource COD dates would be
preferrable.

Table 5: CTP Least Cost and Preferred Resources Porifolios

Portfolio Resource Nameplate Accredited Total
Case Capacity Capacity Accredited
(MW) (MW) Capacity (MW)
Solar plus Storage - 150/150 82.5
PPA/ESA — 2031 COD
Standalone Storage — 4- 150 81
Least Cost | hour duration — ESA - 210.9
2031 COD
BESS — 8-hour duration — 60 47 .4
ESA 2031 COD
Solar plus Storage - 150/150 82.5
PPA/ESA — 2031 COD
Standalone Storage - 4- 150 81
Preferred hour durafion — ESA — 201.9
2031 COD
Gas-fired RICE - BT - 40 38.40
2031 COD

Confidential Appendix G provides more details on the selected resources.

The resources included in the least cost portfolio as well as the same two resources
included in the preferred portfolio all appear to be lower cost and reasonably
viable projects. The projects selected have fully executed LGIAs and several are
associated with an existing project.

The difference between the two portfolios is that the 60 MW 8-hour duration BESS
project is replaced by a 40 MW gas-fired Reciprocating Internal Combustion
Engine (“RICE") project to be built at a PNM site via a BT agreement. While the
preferred portfolio is a slightly higher cost with fewer total MW than the least cost
portfolio, PNM’'s rationale for selecting the RICE project instead of the 8-hour
duration BESS is due to the projects’ high resilience performance than energy-
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limited resources under extreme events, the availability of firm dispatchable
capacity which provides greater reliability and flexibility benefits associated with
the gas project, and consistency with PNM's 2023 IRP requirements for firm
dispatchable capacity. PNM noted to the IM that PNM's 2023 IRP resilience
analysis shows that firm dispatchable resources best mitigate load shedding
during extfreme summer and winfer events. In addition, the RICE project was
selectedin 7 of the 10 lowest cost portfolios.34 In addition to the resilience benefits,
the project can ulilize existing electric interconnection and natural gas
infrastructure, an existing air permit, is fully-dispatchable in low renewable periods,
and offers fast ramping capability to manage variation in load. These factors led
PNM to select this project for the Preferred portfolio.

The gas-fired BT site-option proposal was submitted in response to PNM offering
several existing sites with the potential for thermal or energy storage options. For
BT proposals at a PNM-controlled site, Respondents will be responsible for ensuring
that the proposal will satisfy the existing site characteristics and infrastructure.
Under a BT structure, PNM will ultimately own the resources after construction and
testing.

While the RICE unit was selected in the Preferred Portfolio instead of the 60 MW
BESS (8-hour duration) project, the 60 MW 8-hour duration BESS proposal was
selected in the Least Cost and Preferred Portfolios for the Economic Development
forecast.

As described earlier, PNM developed certain portfolios under an “economic
development” case that reflects a larger load forecast than the load assumptions
relied upon in the Integrated Resource Plan that informed the need for this RFP.
PNM represented to the Independent Monitor that this incremental load forecast
was intended to reflect potential additional capacity needs associated with
large load customers, such as data centers.

The Independent Monitor is not in a position to evaluate or opine on the validity,
reasonableness, or regulatory treatment of the updated load forecast underlying
the economic development case. Accordingly, the Independent Monitor's
review of these portfolios was limited to assessing whether PNM's evaluation
process was applied consistently and whether the resulting portfolio selections
were reasonable assuming the load forecast inputs provided by PNM are valid.
The Independent Monitor did not assess whether additional Commission
approvals or determinations are required with respect to the underlying load

34 Merrimack Energy requested that PNM provide the output files from the EnCompass model
results. PNM provided the IM with the output files for 24 scenarios or cases evaluated by PNM for
conducting the portfolio analysis.
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forecast assumptions. Table 6 below provides the Least Cost and Preferred
Portfolios for the Economic Development forecast.

Table 6: Economic Development Least Cost and Preferred Resource Portfolios

Porifolio Resource Proposed Nameplate Accredited Total
Case COoD Capacity Capacity  Accredited
(MW) (MW) Capacity
(MW)
Wind - PPA 2029 800 76.7
Solar plus BESS - 4-hour 2029 90/50 27.9
duration - PPA/ESA
BESS — 8-hour duration - 2029 60 47 .4
ESA
Generic Frame CT 2029 344 330.2 894.0
Solar plus Storage - 4- 2030 199/349 164.1
Least hour duration — PPA/ESA
Cost Generic Frame CT 2031 172 165.1
Solar plus BESS 2029 150/150 82.5
Wind - PPA 2029 800 76.7
Solar plus BESS - 4-hour 2029 90/50 27.9

duration - PPA/ESA

BESS — 8-hour duration - 2029 60 47 4

ESA

Generic Frame CT 2031 344 330.2 8422

BESS — 8-hour duration — 2029 90 71.1
Preferred ESA

BESS — 8-hour duration - 2029 110 86.9

ESA

Solar plus Storage - 2031 150/150 82.5

PPA/ESA

Standalone Storage — 4- 2031 150 81

hour duration - ESA

Gas-fired RICE - BT 2031 40 38.4

Confidential Appendix H provides more details on the selected resources.

The least cost and preferred portfolios include diverse portfolios of resources to
meet Economic Development loads. The Economic Development preferred
portfolio contains the same three projects in the CTP preferred portfolio, plus an
addifional six (6) resources. The portfolios above also include generic gas units
that were not bid intfo the 2029-2032 RFP. The generic gas resources selected in
the Phase lll evaluation were based upon candidate generic large-frame gas
turbine data from the Electric Power Research Institute (“EPRI") in December 2025.
Costs and characteristics from these generic units were utilized as early resource
cost estimates for PNM's 2026 IRP. PNM noted several factors that drove the
selection of the resources included in the preferred portfolio including:



https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/

PNM Exhibit RWN-8
Page 45 of 76

1. The preferred portfolio includes multiple projects from the same bidder who
offered a price discount if multiple projects were selected, which was the
case;

2. The preferred portfolio contains a diverse mix of resources including wind,
solar plus storage, standalone storage (4 and 8-hr duration), gas-fired BT
option, and generic gas-fired Frame CTs;

3. The portfolios also include a diversity of project structures including PPAS,
ESAs, and BT options;

4. The least cost portfolio includes an additional 172 MW of generic Frame CTs,
as well as a large solar plus storage project. The preferred portfolio includes
an additional 200 MW of standalone storage as well as the three projects
selected in the preferred portfolio from the CTP case. The majority of the
projects in each portfolio have executed LGIAs; and

5. PNM also noted that the projects selected include mature projects that are
further along in the permitting and interconnection process, with several at
existing sites.

The Independent Monitor reviewed PNM's Phase lll portfolio modeling, including
the use of EnCompass and SERVM, and found that the models appear to be
applied appropriately to evaluate portfolio cost and reliability. PNM provided files
that also address system emissions. The Independent Monitor further finds that
PNM reasonably considered non-price factors—such as development risk,
fransmission constraints, operational flexibility, and policy uncertainty—when
selecting preferred portfolios that differ from strictly least-cost outcomes.

4.18 FINAL SELECTION FOR CONTRACTING

PNM noted that it anficipates advancing multiple proposals into a final shortlist
selection to maintain leverage and competitive forces and to retain alternative
proposals should negotiations with selected Respondents be unsuccessful.

5 OVERALL CONCLUSIONS & RECOMMENDATIONS

5.1 Assessment of the Solicitation Process

Section NMAC 17.7.3.14G(1) (b) requires that in its final report, the IM shall, within
30 days of the utility’s submission of its shortlist to the IM, review and report on the
reasonableness, competitiveness, and fairness of the utility's solicitation,
evaluation, and procurement processes, including but not limited to bid
screening, comparison, evaluation, and shortlisting criteria. Section NMAC
17.7.3.12 — Request for Proposal Process identifies the factors that should be
included in an RFP (NMAC 17.7.3.12F), and the price and non-price criteria the
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utility should considerin evaluating bids (NMAC 17.7.3.121). NMAC 17.7.3.12J states
that additional criteria used by the utility for evaluation may not establish a
preference for utility ownership or for projects proposed by a utility-affiliate
company. The utility shall not unreasonably discriminate between proposals for a
ufility-owned or a ufility-affiliate-owned resource and proposals for a resource
owned by an independent power producer through a purchased power
agreement. Lastly, NMAC 17.7.3.14G(b) (i) requires that the IM shall state whether
the RFP process implemented by the public utility complied with the requirements
of 17.7.3.11 NMAC and 17.7.3.12 NMAC.

This section of the IM Report provides Merrimack Energy’s overall assessment of
PNM's 2029-2032 Generation Resources RFP solicitation process with respect to (1)
the consistency of the process with the New Mexico Administrative Code (2)
consistency of the process with industry standards applicable to federal and state
procurement processes; and (3) consistency of the process with the overall
objectives for an effective competitive procurement process, including the
reasonableness of the approach of PNM in dealing with key issues, in particular,
issues associated with the fairness, reasonableness, competitiveness and
fransparency of the PNM'’s solicitation process.

5.1.1 Industry Standards or Principles Regarding the Guidelines for a Fair
and Equitable Solicitation Process

Both federal and state statutes have addressed issues associated with RFP design
and implementation for an effective solicitation process, particularly in cases
where a utility-ownership, self-build, or affiliate proposal option is competing with
independent third-party proposals. The underlying principles utilized in most state
regulations pertaining to power procurement processes emanate from the
Federal Energy Regulatory Commission (“FERC") Edgar-Allegheny principles.
While the Edgar-Allegheny principles were designed to address transactions
between affiliates in which the buyer is a regulated utility, the guiding principles
arficulated in these cases underlie state regulations.3s

As background, the FERC applied the Edgar case from 1991 to subsequent case
involving affiliate transactions3é. In Docket No. ER 11-3464-000 issued in June 2011,
the FERC stated “Under Edgar, the Commission has approved dffiliate sales
resulting from competitive bidding processes after the Commission has

35 As an example, the development of California’s procurement requirements, including the
need for an Independent Evaluator to oversee utility competitive procurement processes,
emanates from the FERC guidelines.

3¢ |n the Edgar case, FERC required that a seller of wholesale electric power making a sale to an
affiliated regulated utility for resale at market-based rates was required to demonstrate that the
rates and other terms and conditions of the power sales confract are not unduly preferential to
the affiliate.



https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/
https://www.merrimackenergy.com/

PNM Exhibit RWN-8
Page 47 of 76

determined that, based on the evidence, the proposed sale was a result of direct
head-to-head competition between dffiliated and competing non-affiliated
suppliers”. The FERC further required where there is a competitive procurement
process, the Commission requires assurance that:
e A competitive solicitation process was designed and implemented
without undue preference for the affiliate;
e The analysis of the bids or responses did not favor the affiliate, particularly
with respect to the evaluation of the non-price factors; and
e Selection was based on some reasonable combination of price and non-
price factors.

In Allegheny Electric Supply Company, LLC, 108 FERC 61,082 (2004), FERC set forth
guidelines applicable to its review of competitive solicitation processes under the
Edgar standards. As the FERC stated in Allegheny, the underlying principles when
evaluating a competitive solicitation process under the Edgar criteria is that no
affiliate should receive undue preference during any stage of the process. The
Commission stated that the following four guidelines will help the Commission
determine if a competitive solicitation process satisfies that underlying principle:
e Transparency: the competitive solicitation process should be open and
fair;37
e Definition: the product or products sought through the competitive
solicitation should be precisely defined;38
e Evaluation: evaluation criteria should be standardized and applied equally
to all bids and bidders;3?
e Oversight: an independent third-party should design the solicitation,
administer the bidding process, and evaluate bids prior to the company's
selection.40

5.1.2 Ciriteria for an Effective and Compliant Procurement Process

In assessing whether a competitive procurement process is likely to lead to a fair
and equitable process and result in a positive outcome which benefits customers,

37 With regard to fransparency, FERC has explained that fransparency deals with the free flow of
information to all parties and that an affiliate should not have an informational advantage in
any part of the solicitation process.

38 With regard to product definition, the RFP should state all relevant aspects of the products
sought.

39 To fulfill the evaluation principle, RFPs should clearly specify the price and non-price criteria
under which the bids are evaluated.

40 With regard to oversight, the FERC has explained that effective oversight of competitive
solicitation processes can be accomplished by utilizing an independent third-party in the design,
administration, and evaluation stages of the competitive bidding process. FERC later found it
sufficient for the independent third-party to have overseen the design and implementation of
the competitive bidding process, rather than to be responsible for the conduct of the process
itself.
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meets the objectives and criteria established by the utility,4! and is consistent with
regulations and statutes, Merrimack Energy has developed a set of principles and
criteria that we generally use to evaluate the performance of the soliciting utility
in implementing a competitive solicitation process.42 This includes the following
principles and criteria:

e Is the solicitation process being conducted in a manner that is consistent
with pertinent statutes and New Mexico regulatory requirements and
objectives included in the New Mexico Administrative Code?

e Was the solicitation process, including the evaluation and selection process
fair, equitable, comprehensive, and unbiased relative to bidders and
project structures?

 Were the solicitation targets, product definition, eligibility requirements, and
principles and objectives underlying the process clearly defined

e Was the solicitation process, including evaluation process, methodology,
and criteria reasonably fransparent o bidders?

e Did the process likely lead to positive benefits to utility customers?

e Was the process adequately designed to encourage broad participation
from eligible bidders?

e Did PNM implement adequate outreach inifiatives to encourage a
significant and competitive response from bidderse

e Did the RFP documents (specifically the RFP Instructions document and
associated Appendices, Bid Forms, and Proforma contracts) adequately
define the products solicited, the objectives of the process, bidding
guidelines, the bidding requirements to guide bidders in preparing their
bids, the bid evaluation and selection criteria of importance, and the risk
factors important to the utility issuing the RFP?2

e Did the evaluation methodology reasonably identify how qualitative and
qguantitative measures would be considered in the evaluation and
selection process and are consistent with the defined metrics for evaluation
and selection?

 Were there differences in the evaluation methods for different technologies
that cannot be explained in a technology neutral manner?

e Does the quantitative evaluation methodology allow for consistent
evaluation of bids of different sizes, technologies, products and in-service
dates?

41 PNM noted in the 2029-2032 Generation Resources RFP instructions document that the 2029-
2032 RFP is focused on securing resources that support PNM's resource plan which is focused on
balancing three primary objectives: maintaining affordability, ensuring reliability, and mitigating
impacts upon the environment. This focus is consistent with the IRP Rule's objective of prioritizing
cost-effective resources that reduce greenhouse gas emissions, foster equitable clean energy
development and facilitate grid modernization.

42 As Merrimack Energy will discuss in its Conclusions, the implementation of all source solicitation
processes, such as PNM's 2029-2032 Generation Resources RFP, includes several initiatives that
are consistent with industry standards.
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e Was the evaluation methodology appropriately applied to the bids
submitted?

e Were the bid evaluation and selection decisions reasonable and in accord
with the evaluation framework?

e Did PNM adeqguately document the results of the evaluation and selection
process such that the IM could reasonably review and audit the results?

The application of a fair and transparent competitive procurement process is
important for creating competition for the overall benefit of customers. Fairness
generally means that all bidders are treated similarly, have access to the same
information at the same time, and have equal opportunity of effectively
competing in the process. A reasonable level of tfransparency4 is also another
important element leading to a successful solicitation process. In addition to the
FERC definition of transparency as free flow of information to all parties,
fransparency means that there is a reasonable amount of information to guide
bidders in preparing a complete proposal to meet utility requirements.
Reasonably fransparent processes are those that provide information, guidance
and direction to bidders about the information required by the utility fo evaluate
their proposal, provide reasonable guidance on the bid evaluation criteria, and
the bid evaluation and selection process. Fair and reasonably transparent
processes should encourage competition among potential bidders who can
adequately determine if they have the ability to effectively compete in the
process and lead to more complete and comprehensive proposals. The greater
the level of competition for all products sought by the utility the greater the
chance for competitive options and benefits and lower prices for consumers.

Along with fairness and transparency, another issue of importance is the possibility
for bias in the procurement process. Bias can take several forms such as design of
a competitive procurement process in which bidders feel that the process unduly
favors one type of resource over another. Bias can also come info play with
regard to the application of the quantitative and qualitative evaluation
processes such as quantitative methodologies that favor projects of different
terms, sizes or in-service dates or different fransaction types.#4 In this context,

43 Merrimack Energy always uses the ferm "“a reasonable level of fransparency” because a
competitive procurement process is very rarely fully transparent. Bidders, for example, don't
have access to the utility’s models and data used to evaluate other proposals. Likewise, the
utility generally doesn't provide the detailed back-up information for all the criteria used o
evaluate bids from a qualitative perspective. Typically, the utility will identify the criteria to
bidders but will not provide a detailed scorecard with exactly identifying how proposals will be
scored.

44 Probably the most significant areas of focus for assessment of potential bias is the case
whereby a soliciting entity has a potential financial interest in the outcome of the procurement
process whereby it would potentially receive greater financial benefits if certain bids are
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reasonable evaluation criteria reasonably applied do not raise concerns
regarding bias.

Merrimack Energy will provide our assessment of the implementation of PNM's
2029-2032 Generation Resources RFP in the Observation and Conclusions section
below.

5.2 OBSERVATIONS AND CONCLUSIONS

Based on PNM's administration of the RFP process, Merrimack has the following
observations and conclusions:

Consistency with New Mexico Regulatory Requirements - as noted earlier in this
report, there are several sections in the NMAC that specifically applies to the
implementation of the RFP, including Section 17.7.3.12F, 17.7.3.12l, 17.7.3.12J,
17.7.3.14A, 17.7.3.14G1(b)(i) and [(i). Table 7 below provides the NMAC
requirement and the IM’s assessment relative to the PNM 2029-2032 RFP.

Table 7: Assessment of PNM’s Solicitation Process Relative to NMAC Requirements

NMAC Requirement PNM 2029-2032 Generation Resources RFP

Sec 17.7.3.12F — the RFP In the IM's view, PNM's 2029-2032 Generation
shall include: (1) bid Resources RFP meets the requirements listed.
evaluation criteria; (2) PNM provided information to Respondents
amount and duration of associated with the informational requirements
power solicited; (3) request | listed in this section. All the information is either
for bidders reasonable included in the 2029-2032 Generation Resources
estimate of new RFP Instructions document, and/or Appendices
fransmission and A, B, C, H-L (Form Contracts). Appendix C, for
fransmission upgrade costs: | example, contains a fairly detailed description of
(4) dispatchability; (5) the proposal evaluation process, including

utility’s proposed contracts; | details on the price and non-price criteria, the
(6) proposed contract term | associated weights, a description of the

lengths; (7) Applicable methodology and models used for portfolio
discount rate; (8) opftimization modeling, and PNM's discount rate.
solicitation schedule for the | Appendix C did not include the evaluation
solicitation period; (9) scorecard or weights for the individual non-price

Security requirements and | criteria. However, this level of detail is rarely

selected over other bids. However, in this RFP, no self-build options or affiliates of PNM submitted
a bid and the bids submitted for company ownership were not generally competitive with bids
submitted by third-parties who would own the generation project and sell energy to PNM under
a PPA. As aresult, this form of potential bias was not a factor in this solicitation. Only one BT
option was selected via a BT for a project on a PNM site.
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rationale; and (10) other
information necessary to
implement a competitive
RFP process.

identified explicitly in an RFP process. This
information was available in PNM's Internall
Proposal Evaluation Methodology which was
provided to the IM but not to bidders, which is
typical practice. The RFP Instructions Document
includes proposed contract terms, amount and
duration of power solicited, security
requirements, solicitation schedule, requirements
for dispatchability, and transmission
requirements.

Section 17.7.3.12| — this
section requires that the
utility shall evaluate bids
submitted in response o
an RFP using the price and
non-price criteria listed in
this section of the NMAC.

Merrimack Energy concludes that PNM’s RFP
documents, notably Appendix C - Bid Evaluation
process describe the evaluation criteria in detail
including price and non-price criteria. From a
price standpoint. Appendix C notes that PNM will
rank all proposals from a cost standpoint. This
consists of measuring each proposal’s total
delivered cost of energy and capacity.
Appendix C provides a listing of the costs
considered in the evaluation process. From a
non-price perspective PNM will consider the non-
price criteria and evaluation process (i.e.,
commercial/contract compliance,
creditworthiness and financial plan/structure,
critical path schedule, inferconnection
requirements and impacts, social,
environmental, and siting impacts, safety issues,
project engineering, technology and financing
risk) and viability of the project relative to the
proposed COD date. There were also other
price-related criteria included in the evaluation
process consistent with the NMAC requirements
listed in this section. This includes cost of the
resource portfolio on a Net Present Value basis in
the portfolio optimization modeling, system
operations and reliability, resource
dispatchability and operational flexibility, and
intferconnection and network upgrade costs
associated with each proposal. The IM
concludes that PNM followed its proposed
evaluation process and applied the price and
non-price criteria identified in the RFP documents
as well as the internal Evaluation Protocol
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provided to the IM in consistently evaluating
eligible proposals submitted. The PNM solicitation
process is generally consistent with price and
non-price criteria by which utfilities should
evaluate bids as listed in the NMAC.

17.7.3.12) — Additional
criteria used by the utility
for evaluation may not
establish a preference for
utility ownership or for
projects proposed by a
utility-affiliated company.
The utility shall not
unreasonably discriminate
between proposals for a
utility-owned or utility-
affiliate-owned resource
and proposals for a
resource owned by an
independent power
producer through a
purchased power
agreement

As noted, PNM did not offer a self-build resource
option or an affiliate bid option. The ownership
options eligible were Build Transfer options on an
identified PNM controlled site and Asset
Purchase Agreement (“APA”) options which is a
proposal to sell all or a portion of a generating
asset to the utility. In both these cases the BT
provider or APA provider are infended to
compete against other bidders in the same
category, with the bidders absorbing a large
amount of the development risk since such
bidders would be responsible for developing,
completing and testing the resource before it is
transferred to the buyer. Other safeguards
implemented by PNM to ensure there is no
preference for any type of resource include: (1)
PNM'’s process involves selecting the best scoring
resources by resource category (wind, storage,
solar plus storage) for shortlist selection based on
pre-defined criteria and input assumptions. PNM
selected shortlisted resources for both PPAs and
utility-ownership options to compete as part of
the overall portfolio; (2) In addition, PNM utilized
the Jaggaer procurement platform for providing
information to all bidders at the same time; (3)
One of the issues generally raised by Merrimack
Energy in cases where utility ownership is
involved is to ensure all reasonable costs are
accounted in evaluating the utility option. If not
all costs are accounted for a utility ownership
project could be selected without including alll
the appropriate costs that are incurred as a
result of the project structure. PNM was also
sensitive o this issue and identified the additional
costs over and above the bid price that would
have to be incorporated in the evaluation
process such as O&M costs, property taxes and
insurance costs, transmission impacts, owner’s
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costs, sales and other taxes, and fuel supply
costs. Merrimack Energy reviewed the evaluation
results for BT options and concluded that PNM
conducted a thorough and consistent
evaluation of all proposals The IM did not
believe the utility-ownership resources had any
competitive advantages associated with access
to information to aid utility-ownership options.
Since all resource options were allowed to
compete for final portfolio evaluation and
selections and since the utility-ownership options
available were evaluated as competitive
options within the broader BT or APA category,
Merrimack Energy did not observe any
preference for utility-ownership options. One
small BT resource was selected in PNM'’s
Preferred portfolio. This was a BT project at an
existing PNM site. While the project was not
selected in the Least Cost portfolio, it was
selected in seven of the ten lowest cost
portfolios.

Section 17.7.3.14A - The
IM’s role is to help the
commission determine that
the request for proposals
design and execution is
fair, competitive, and
fransparent. The IM shall
advise the commission and
report on the RFP process,
but the IM shall not make
or participate in the public
utility's decisions regarding
the procurement process
or the selection of
resources.

As noted in this Observations and Conclusions
section of the IM Report, the IM will demonstrate
that the design, implementation and execution
of PNM's Generation Resources solicitation
process was fair, competitive throughout the
process, and reasonably fransparent. We would
define a solicitation process as reasonably
competitive as one in which all the evaluation
and selection criteria and quantitative
methodologies are provided to the bidders as
part of the RFP process. In the IM’s view, PNM's
solicitation process generally exceeded industry
standards from a transparency perspective. The
IM also concludes that the solicitation process
was fair, competitive

Section 17.7.3.14G (1) (b) (i)
—The IM shall state whether
the RFP process
implemented by the public
utility complied with the
requirements of Sections

With the exception of any nuances mentioned

earlier in this section, the IM believes PNM's 2029-
2032 RFP process complies with the requirements
of Sections 17.7.3.11 NMAC and 17.7.3.12 NMAC.
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17.7.3.11 NMAC and
17.7.3.12 NMAC.

Section 17.7.3.14G1(b) {ii) -
The IM’s report shall also
provide summary
information on the results of
the bids, including the
number of bids sorted by
the following criteria: by
resource type, capacity or
energy, price range by
resource type, and
whether there were any
deficiencies in those
respects that should be
addressed by the
commission in a future
proceeding for approval of
the solicited projects.

The IM report includes several tables with
information requested by the Commission in the
form of Confidential Appendices to the
Confidential version of this report: These include:

- Confidential Appendix which provides a
summary of the proposals submitted,
including proposal category, nameplate
capacity, contract structure, COD date
proposed and confract term;

 Confidential Appendix that provides the
price ranges for initial proposals submitted;

« Confidential Appendix which includes
information about the shortlisted bidders
and projects;

« Confidential Appendix which includes best
and final pricing for the shortlisted projects
based on PNM's request for shortlisted
Respondents to provide Best and Final
prices which reflect the form agreement,
current tax credits and tariffs. This initiative
was discussed by the IM and PNM team
given the significant market changes and
uncertainties which occurred in the middle
of the solicitation process.;

« Confidential Appendix with the projects
selected in the Least cost and preferred
portfolios for the CPT and Economic
Development cases.

Section 17.7.3.14J(1) and
(2) — For all contacts with
the public utility,
commission ufility division
staff, and any parties in the
resource plan proceeding,
the IM shall maintain a log
that briefly identfifies the
entities communicating
with the IM, date and
duration of the
communications, the
means of communication,

Merrimack Energy has prepared a
Communications Log in conformance with this
section of the NMAC. The Communications log is
aftached as Confidential Appendix B.
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the topics discussed, and
the materials exchanged, if
any. The Communication
log shall be contained in
the IM’s report to the
Commission pursuant to
Subparagraph (b) of
Paragraph (1) of
Subsection G of 17.7.3.14
NMAC.

The 2029-2032 Generation Resources RFP procedures and processes followed by
PNM and the subsequent bid evaluation and selection process and
methodologies were in substance consistent with or exceeded industry standards
and represented a fair, consistent, and unbiased evaluation and selection
process leading to final portfolio selections. The solicitation process and its
components were consistent with the procurement provisions and requirements
identified in the NMAC. The following summarize some of the major considerations
relative to the consistency of the RFP process with regard to industry standards for
similar RFPs. Merrimack Energy’s assessment of PNM's 2029-2032 Generation
Resources solicitation process undertaken by PNM focuses on the implementation
of the evaluation and selection process through selection of the final portfolio of
resources.

In the opinion of Merrimack Energy, PNM's solicitation process was a thorough,
rigorous, and comprehensive bid evaluation and selection processes with every
eligible proposal scrutinized thoroughly based on minimum requirements,
quantitative and qualitative criteria. The implementation of the solicitation
process was very effectively managed by the PNM team and should lead to
economic benefits for customers. Both the quanfitative and qualitative
assessments were effectively undertaken, based on the objectives of creating an
initial proposals screening assessment for shortlist selection. The highest ranked
proposals within each resource category were selected based on rank order
following the process and procedures identified in the Generation Resources RFP
documents. The final portfolio of resources generally reflected least cost selection,
particularly for the Economic Development portfolio.

Complicating the solicitation process was the passage of the OBBB which
significantly restructured the clean-energy tax incentives established under the
IRA. This has created uncertainty, challenges and increased risk for project
development. As a result, the OBBB created a new level of uncertainty in the
energy market and dramatically increased project development risk which could
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result in more and more projects terminating if they are not able to define a clear
path forward for their projects.

The overall solicitation process was generally conducted in conformance with the
process and schedule identified in the RFP. While PNM did request an extension
of final portfolio selection, the IM felt that this decision was warranted given
significant changes in the power industry as a result of the OBBB. This allowed PNM
to receive updated pricing and project status regarding the shortlisted proposals
to select a portfolio of resources based on more up to date and recent
information. In addition, PNM initiated the delay to also assess the pricing of
proposals in the short-term (i.e., 2029) and longer-term (l.e., 2031) based on actual
respondent pricing and to investigate if there were benefits for taking earlier COD
projects with tax credits rather than waiting to when the resources were actually
needed without the advantage of tax credits. As a result, the IM concludes that
the solicitation process should lead to overall benefits fo customers given the
more up to date proposal pricing and project viability assessments undertaken.
As described previously, many of the projects on the final least cost and preferred
portfolios are reasonably mature projects with executed LGIA’s or are existing
projects seeking to add storage capacity to an existing site. While there is no
guarantee that all projects selected will be successful, PNM's decision to delay
the evaluation and selection process to receive best and final offers from the
shortlisted respondents was a positive step to allow Respondents to offer more
realistic pricing to reflect current market conditions rather than to maintain an
artificially low price and once selected to the shortlist may attempt to increase
the price or walk away from the project if not allowed to do so. In addition, the
PNM team engaged the shortlisted respondents via conference calls to discuss
PNM'’s objectives in seeking an extension and to outline the information PNM is
seeking from the respondents. The IM monitored a number of the calls with the
shortlisted respondents and found the discussions to be very valuable and
informative for both PNM and the shortlisted Respondents.

A list of the important conclusions and findings of the IM relative to PNM's
Generation Resources RFP process is provided below.

1. PNM'’s 2029-2032 Generation Resources RFP resulted in a very robust and
competitive process, with much more generating capacity proposed
relative to the capacity solicited. The significant response to the RFP led to
a competitive process with 71 distinct project proposals from 36 different
entities, with over 200 total proposals submitted. Respondents submitted a
range of technologies and project structures (e.g., PPA, ESA, BT or APA
agreements) as a result of the solicitation accepting all resource options
with the exception of coal-fired generation and standalone solar. Some
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respondents submitted proposals for PPA and BT or APA options for the
same project.

. The solicitation documents provided by PNM were detailed and
fransparent documents that clearly identified the nature of the solicitation
process and requirements of PNM, the types of products requested, the
minimum or eligibility requirements, the amount of capacity required,
operatfing characteristics of importance to PNM, the information required
of bidders, schedule for the solicitation process, evaluation and selection
criteriac and methodology, and the description of the role of transmission
cost, access, and requirements in a fransparent manner.

. The role of the IM in the solicitation process was consistent with NMAC
requirements. The IM and PNM held regular weekly calls during the
solicitation process and communicated frequently during the process The
role of the IM was a very active role from issuance of the RFP documents
through initial shortlisting and portfolio assessments. PNM provided several
iterations of its evaluation results, the suggested shortlist and portfolio
evaluation results to the IM for review and questions during the solicitation
process. PNM was very responsive to the IM's request for information and
promptly responded to follow-up questions from the IM regarding
evaluation and selection results. The IM found the process to be fair, well-
structured, and well managed within a consistent framework whereby all
respondents had access to information at the same time via the Jaggaer
procurement platform and an adequate amount of information upon
which to base a well-designed proposal.

. The PNM team actively engaged with the Respondents to attempt to cure
any deficiencies in project proposals to provide the opportunity for all
Respondents to be compliant with the minimum RFP requirements. The PNM
feam was also very responsive to Respondent questions and provided a
quick turnaround on its responses. PNM responded to one hundred fiffeen
(115) Q&As during the proposal development process and 340 Q&As after
proposals were submitted. PNM engaged with all thirty-six (36) Respondents
to request clarification information about their proposals or attempt to cure
any issues associated with incomplete proposals or missing information.
PNM's objective was to develop a complete base of accurate and
detailed information on all proposals for undertaking the evaluation
process. While PNM engaged with the Respondents to cure deficiencies,
nine proposals were classified as non-compliant with a few Respondentsll
not willing to submit pricing consistent with PNM’s requirements. The level of
engagement between PNM and the Respondents was exemplary and
provided the opportunity for Respondents to meet minimum requirements.
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5. The outreach process and related activities implemented by PNM were
broad reaching and were targeted to a large number of potential bidders
based on past solicitations and bidder contacts. The outreach activities
were designed to atfract a wide range of Respondents. The types of
outreach activities inifiated included marketing of the Generation
Resources RFP via direct contacts with known Respondents, issuance of a
press release associated with release of the RFP, Respondent access to a
webpage for the RFP on PNM's website, the inclusion of a Bidders
Conference, and responses to Respondent questions.

6. PNM's competitive procurement process was closely linked to its 2023 IRP
process which served to initially define the amount of capacity required,
the timing of the capacity need, and the characteristics of the resources
as defined in the IRP. The IRP process includes input from market
participants and stakeholders in the assessment of the need for power and
the assessment of resource requirements.

7. PNM implemented a multi-phase proposal evaluation and selection
process which included an initial screening of proposals received for
compliance with the RFP defined minimum requirements, price and non-
price evaluation of proposals which met minimum requirements, shortlist
selection based on the combined price and non-price scores for similar
resources by resource category and contract structure, and final selection
based on portfolio optimization modeling using the EnCompass and SERVM
model to develop least cost and preferred portfolios when combined with
project viability assessment for selected resources. Based on Merrimack
Energy’s experience, this methodology is consistent with the approaches
used by other utilities implementing All-Source solicitation processes. The
evaluation and selection of shortlisted resources by resource category also
allows the ufility to select the best resources in each category to compete
for final evaluation and selection for the least cost portfolio of resources
overall. As a result, all resource options submitted have an opportunity to
compete in the final system assessment as part of a least cost or preferred
solution.

8. PNM’s weights for price and non-price scoring for initial shortlist selection
generally are more heavily targeted toward non-price factors, which differs
from other All-Source solicitation processes where price and non-price
factors have either the same weights or price is weighted slightly more than
non-price. In the current market project viability assessments are crucial
because there are a number of factors that can cause a project to fail.
While price is still very important, more detailed non-price assessments as
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developed and utilized by PNM can be valuable in identifying important
distinctions between projects.

9. The initial shortlist selected by PNM was a robust shortlist that contained alll
technology types and most transaction structures submitted, including
accepting the IM’s suggestion to include additional proposals in the solar
plus storage category that included options with different solar to storage
ratios. The shortlist selected by PNM included the best proposals based on
total price and non-price scores using PNM's scoring matrix in rank order for
all resource categories. The shortlist selected totaled more capacity than
PNM required to allow for a variety of resource combinations for portfolio
optimization.

10.PNM evaluated the shortlisted proposals using the EnCompass capacity
expansion and production simulation model to evaluate portfolios of
resources that provide the capacity and energy requirements to meet
system reliability objectives at the lowest reasonable cost. PNM conducted
24 scenarios and selected least cost and preferred portfolios for both the
Current Trends and Policies Load Forecast (“CTP”) and Economic
Development forecasts. In addition to evaluating the least cost portfolios,
PNM also conducted project viability assessments to select a preferred
portfolio of resources for the CTP case.

11.PNM followed its proposed multi-phase evaluation and selection process
for the most part. However, due to the significant changes in federal tax
credit policies and tariff impacts which occurred after proposals were
submitted, PNM decided to allow shortlisted Respondents to offer best and
final pricing and also offer pricing based on their proposal COD as well as
a later date of 1/1/2031 to allow PNM to investigate if there were benefits
for taking earlier COD projects with tax credits versus waiting for a later COD
when the resource was needed without the advantage of tax credits. PNM
also filed for an extension for RFP completion to allow time to conduct a
thorough investigation if there were benefits for taking earlier COD projects
with tax credit benefits versus waiting fo when the resource was actually
needed but without the advantages of having tax credits.

12.PNM took steps to ensure that there were no inherent advantages to utility
ownership opftions in its solicitation process. Since there were no self-build
options or affiliate proposals, the focus turned only to BT options. In that
regard, PNM included separate events on the Jaggaer procurement
platform for market proposals and BT/APA opftfions. This ensures that
Respondents would only have access to information that pertains to the
event they register for. In addition, from a governance and organizational
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standpoint, PNM established two engineering teams, one team focused on
the assessment and evaluation of BT proposals and the other team to the
assessment and evaluation of market proposals. The Governance
document included on PNM’s website for the RFP establishes the
recommended procedures to be applied to ensure the fairness and
integrity of the PNM competitive bidding process. The document also
addresses access to confidential information and applies to all employees
and consultants involved in the process. Finally, one of the issues which
Merrimack Energy focuses on with regard to comparability between ufility-
ownership options and third-party proposals is to ensure a level playing field
for such resources. One of the key factors is to ensure that all reasonable
costs are accounted for in a utility-ownership opfion consistent with a
market-based option which submits a pricing proposal to cover its costs.
The IM concluded that PNM accounted for all potential costs associated
with the operations of a BT opftion including property taxes and insurance,
owners' costs, and fixed and variable O&M costs to ensure a fair and
equitable comparison of BT and market-based options.

13.PNM implemented a ftransparent RFP process, providing detailed
information about the requirements for bidding, the products requested,
the evaluation methods and methodology, the evaluation process, bid
evaluation criteria (price, non-price, and economic impacts), the weights
for the criteria, information required of the bidder, requirements of the
bidder for submitting its proposal, the schedule for undertaking the process,
and risk parameters of the Company as identified in the RFP and related
confract. In our view the transparency of the process met or generally
exceeded industry standards for other competitive bidding processes. In
addition, all reasonably available data and information necessary in order
for a potential bidder to submit a bid was provided.

14.PNM thoroughly documented the results of the evaluation process for both
price and non-price evaluation criteria. PNM provided detailed information
to the IM including evaluation results and spreadsheets, explanation of the
basis for non-price scores and the scorecards for each eligible proposal.
This level of documentation was very helpful to the IM in reviewing and
assessing PNM's evaluation results.

15.With respect to portfolios evaluated under the economic development
case, the Independent Monitor's conclusions are based on an assumption
that the load forecast inputs provided by PNM are valid, and the
Independent Monitor was not tasked with evaluating the reasonableness
or regulatory treatment of those load forecast assumptions and
parameters. As discussed in Section 4.17, the Independent Monitor's review
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was limited to the consistency and reasonableness of the portfolio
evaluation and selection process under the stated assumptions. The IM
concluded that overall, the resources selected for the least cost and
preferred portfolios were reasonable, comprised of the lowest cost
resources and more viable options given that most proposals have
executed LGIAs and/or are projects to be developed at existing plant sites.
One project selected for the preferred portfolio for the CTP case was not
included in the least cost portfolio. PNM concluded that this project offered
value as identified in its IRP in terms of resilience performance,
dispatchability, operating flexibility, and integration of renewable
resources.

16.Based on its review of the full solicitation process, the Independent Monitor
concludes that PNM's 2029-2032 Generation Resources RFP  was
conducted in a fair, competitive, and fransparent manner and in
compliance with applicable provisions of the New Mexico Administrative
Code. The Independent Monitor did not identify any material deficiencies
in the solicitation, evaluation, or selection processes and does not
recommend Commission-directed corrective action with respect to this RFP

For the reasons stated in this IM Report, Merrimack Energy is safisfied that PNM
appropriately evaluated the bids submitted pursuant to the 2029-2032
Generation Resources RFP and made appropriate initial and final shortlisting
evaluation and selection decisions. In the IE's opinion, the selection of the initial
shortlisted proposals was based on rank order as the best scoring proposals in
each category were selected as intended, and the decisions to select these
proposals for the initial and final shortlist evaluation were reasonable and
appropriate and are supported by the evaluation results. The final selection
based on portfolio optimization modeling identified a least cost and preferred
portfolio for the CTP Load Forecast and the Economic Development forecast.
One project selected in the least cost portfolio in the CTP load forecast was
replaced by a gas-fred BT proposal in the preferred portfolio. However, the
proposal in the least cost plan that was not included preferred plan was selected
for the least cost plan in the Economic Development Forecast case.

5.3 RECOMMENDATIONS

For future solicitations, Merrimack Energy has the following recommendations:

e The IM suggests that PNM consider reassessing the weights between price
and non-price categories and consider changing or eliminating the
awarding of 50 price points fo the highest cost proposal within each
category. The IM notes that a narrow range could result in less deviation in
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point allocations based on price. To avoid outliers instead skewing the
results, PNM could consider setting the minimum at 25 or 30 points instead
of 50 for the low end of the price point scale. The IM also suggest that PNM
review whether the inclusion of Guarantees/LDs/Warranties and General
Acceptance of Terms should be included in the non-price rather than price
categories.

The IM suggests that either additional fime be allocated for the IM report
due date after receipt of final portfolio results, or the due date be set at
the time the utility provides all the back-up information regarding the final
portfolio selection to the IM, as required, to prepare the final report. While
Merrimack Energy did not receive all the information it was seeking to
conduct its review of the final portfolio optimization, we recognize it may
be necessary to initiate discussions with the utility before the 30-day trigger
date is determined to at least be aware of the back-up information the IM
can expect to receive or request additional information.

PNM developed a clear evaluation methodology for the solicitation that
incorporated both price and non-price considerations during the proposal
evaluation and shortlisting phases and generally adhered to that
methodology. During the portfolio evaluation stage, PNM exercised
judgment in selecting a preferred portfolio that was not strictly least-cost
based on qualitative considerations and factors. For future solicitations, the
Independent Monitor recommends that PNM further define, in advance,
how qualitative or non-price criteria may be considered and applied
during the portfolio evaluation and selection stage in order to enhance
fransparency and clarity regarding how such considerations may influence
portfolio outcomes. For example, we have seen other utilities conduct more
detailed due diligence assessments on shortlisted projects at the portfolio
evaluation stage as a deeper dive into the value of a proposal to the utility
system in combinatfion with other resources selected for the preferred
portfolio. PNM may want to consider such a process for future solicitations.
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DOCKET NUMBER FILED DATE & TIME
23-00409-UT——02/05/2026-10:37-AM-M5T—
FILED WITH NMPRC
f / MERRIMACK

Appendix A - Summary of Key Provisions of the PNM 2029-2032
Generation Resources RFP

RFP Characteristics | Provision Description
Resource Timing — PNM is seeking to acquire bulk transmission level and

On-line Date distribution level capacity resources to serve PNM's
forecasted system needs between 2029 and 2032. The
RFP is requesting resources that are guaranteed by the
Respondent to achieve commercial operation and
delivery of new, incremental capacity to PNM's
system by or before:

1. January 1, 2029;

2. January 1, 2030;

3. January 1, 2031; or

4. January 1, 20232.

Purpose of the RFP PNM'’s resource plan is focused on balancing three
primary objectives: maintaining affordability, ensuring
reliability, and mitigating impacts upon the
environment. This focus is consistent with the IRP Rule’s
objectives of prioritizing cost-effective resources that
reduce greenhouse gas emissions, foster equitable
clean energy development, and facilitate grid
modernization.

Eligible Proposals The following types of proposals are eligible for
consideration under the RFP:

e Proposals to sell energy, capacity, and/or
ancillary services under a Power Purchase
Agreement (“PPA") or Energy Storage
Agreement (“ESA”) without an option to
purchase the facility. PPA and ESA proposals
must utilize facilities located on a site controlled
by the Respondent;

e Proposals to sell all or a portion of a generating
asset under an Asset Purchase Agreement
(“APA") with rights to all products and attributes
associated with the asset;

e Proposals for Build-Transfer (“BT") Agreements for
projects on a site controlled by PNM. For a BT
proposal to be considered, the Respondent
must submit proof of having a valid New Mexico
Contractors license;
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e Proposals for demand-side resources (“DSR")
sourced from PN retail customer load as long as
the offering meets the requirements identified in

Appendix F.
Quantity of Resources | PNM identifies the types of resources and need by
Requested period and also describes the characteristics of the
resources within each identified resource type as listed
below:
Resource Type Need by 2030 Need by 2032
(MW) (MW)
Wind 200-400 400-800
Non-Wind 0 100-500
Carbon-Free
Energy!
Dynamic 200-700 300-200
Balancing?
Firm 100-400 100-700
Generating?
Resource Types The RFP is structured as an All Source RFP. Other than

as excluded within the RFP, any resource type or
project ownership structure that guarantees the ability
fo confribute new incremental capacity fo PNM’s
system prior to one of the guaranteed start dates
identified above will be considered and evaluated
under this RFP.

PNM noted that the following types of resources are of
specific interest to PNM under this RFP:

e Standalone short-duration and long-duration
energy storage and hybrid-renewable-storage
projects that maximize benefits to PNM
ratepayers by capitalizing on the Inflation
Reduction Act provisions for tax credits,
maximization of domestically sourced materials,
and compliance with prevailing wage and
apprenticeship requirements thresholds ;

I Non-wind carbon free energy includes renewable resources, such as solar PV and energy
efficiency.
2 Dynamic balancing resources include short duration energy storage and demand response.

3 Firm generating resources include long duration storage, hydrogen and fossil fuels

RFP FINAL REPORT regarding Public Service Company of New Mexico's Draft 2029-2032 Generation Resources RFP 1
Prepared for the New Mexico Public Regulation Commission
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e Proposals that are located within the Navajo
Nation or Central Consolidated School District.
Projects with this locational preference will be
evaluated separately through Phase Il of the
evaluation process;

e Wind generation projects which can reliably
deliver power to PNM'’s load center with
reasonable deliverability and curtailment risk.

e Resources located near PNM's load center or
load-side resources that avoid fransmission
curtailment risks and/or the need for significant
fransmission upgrades;

e Proposals that have committed financing
partners and a willingness to post contractual
development security;

Appendix B of the RFP contains a more detailed
description of the preferred characteristics of the
resource/technology types.
Proposal Submission Appendix E outlines the content and format
Requirements — requirements for all Proposals submitted in response to
Appendix E this RFP. The Proposal information required varies
depending on the type of product — Market Bids, Built
Transfer, and DSR Bids:

e Executive Summary

e Complete Set of Applicable Bid Forms

o Bid Forms vary between BT, DSR, and alll
other proposals;

o Separate Bid Forms shall be submitted for
each proposal alternative offered by the
Respondent;

Appendix E also includes a detailed listing
of the information to be included in the
Bid Form by Proposal Type.
e Form Aftachments — Applicable to All Product
Types

o Aftachment A - Bid Profile

o Attachment B — Minimum Requirements
Checklist

o Attachment C - Bid Certification Form

Afttachment D — Proposal Data Forms
o Aftachment E — Technical Description

(0]

RFP FINAL REPORT regarding Public Service Company of New Mexico's Draft 2029-2032 Generation Resources RFP 2
Prepared for the New Mexico Public Regulation Commission
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o Aftachment F — Electrical Inferconnection
and Power Delivery

o Aftachment G - Fuel Information (if
applicable)

o Aftachment H - Permitting, Land Use,
Zoning and Community Engagement

o Aftachment | - Project Milestones

o Aftachment J — Contracting/Employment
Plan

o Aftachment K — Conflict of Interest Form

o Aftachment L - Technical Submittal

Checklist
Requirements Section 4 includes a list of the proposal content
Applicable to All requirements for all proposals submitted as well as
Proposals specific requirements depending on the project

structure (i.e., PPA, ESA, or BT proposals). The
requirements applicable to all proposals include:

e Proposals must be submitted in a form consistent
with Appendix E;

e Respondents are requested to identify the
earliest achievable Guaranteed Start Date for
the project offered;

e Respondents are required to submit a base bid
for a contract term duration ranging from a
minimum of 10 years to a maximum of 20 years
at the Respondents discretion. After submittal of
a base bid, Respondents may also offer
alternative bids with a contract term up to 30
years. For hybrid project proposals, the quoted
confract term for both components of the
hybrid resource shall be of an equivalent
duration;

e Proposals must include all applicable taxes
identified in the RFP;

e Respondents must identify their wilingness to
provide the amounts of Development Security
and Delivery Term Security for PPA and ESA
offers, or Performance Bond for BT offers;

e Proposals must comply with the requirements of
Appendix G regarding SCADA system
requirements;

RFP FINAL REPORT regarding Public Service Company of New Mexico's Draft 2029-2032 Generation Resources RFP S
Prepared for the New Mexico Public Regulation Commission
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e Proposals must include all costs of shipping and
related expenses associated with the
Respondent Scope of Work;

e Proposals must identify assumed insurance types
and levels;

e Proposals that result in a successful project are
required to obtain registration for all applicable
NERC functions;

e Proposals must clearly identify the
environmental characteristics of the project
listed in this section;

e Proposals must include a US EPA EJScreen report
with accompanying plan for stakeholder
engagement.

In addition to the requirements for all proposals, the
Main RFP document also lists requirements for specific
proposals such as PPA, ESA, and BT options.

Minimum In order for a proposal to pass the initial screening
Requirements phase (Phase 1) of the RFP evaluation, the
Respondent and Proposal must satisfy the following
minimum requirements among others listed in the RFP.
Proposals failing to satisfy or comply with these criteria
will be excluded from further consideration.
Respondents were also required to complete the
Minimum Requirements checklist.

e Meet proposal due date;

e Proposal must offer a complete and fully
functional electric generation, storage or DSM
resources that provides new, incremental
capacity;

e Suppliers must acknowledge and execute an
NDA and Supplier Code of Conduct;

¢ Respondents shall satisfactorily comply with the
Supplier Risk Security Screening Questions
included in the mandatory “"Questions” section
of the applicable RFP module

e Comply with one or more of the guaranteed
start dates:

e Proposals must identify compliance with the
hiring of apprentices per Section 62-13-16 of the
PUA;
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e Proposals must include a completed Bid
Certification Form Bid Form stating that the
Respondent has obtained all necessary
approvals;

e Proposals must comply with all applicable
federal, state, and local laws;

e Prices must be quoted in nominal US dollars in
the year incurred;

e Technologies proposed must be commercially
available and commercially operating at the
size and scale proposed;

e Respondents offering projects under a bT
structure must possess and include in the
proposal a valid New Mexico contractor
licenses as required;

¢ Meet investment grade rating qualification or
have sufficient equity security to cover
obligations;

e Proposals shall include completed (or
reasonably completed) bid forms and
supplemental information that allow the RFP
evaluation team fully evaluate the proposal;

e Submit firm fixed price bid not subject to
escalation or change for a period of 24 months
after submittal;

e Proposals must include a completed version of
the Commercial Term Summary Bid Form,
Minimum Requirements checklist, and redline of
the applicable form agreement;

o Meet interconnection requirements listed in the
RFP. Projects interconnecting to PNM'’s
fransmission system must be active within PNM’s
Generator Interconnection Queue in or before
Cluster 17;

e Transmission Deliverability — provide proof that
the quoted capacity can be delivered via the
electric transmission system to PNM's load;

o Respondents must identify and include in its
proposal all inferconnection and network
upgrade cost PNM will incur as fransmission
provider associated with its proposal;

o Standalone solar projects and projects fueled
with coal will not be considered. Solar

RFP FINAL REPORT regarding Public Service Company of New Mexico's Draft 2029-2032 Generation Resources RFP 5
Prepared for the New Mexico Public Regulation Commission



https://www.merrimackenergy.com/
https://www.merrimackenergy.com/

PNM Exhibit RWN-8
Page 69 of 76

I/ enercy Grour, inc

generation must be offered with a capacity-
firming component;

e Respondents must have successful and
completing experience within the US with
projects of the same technology at a total
installed capacity of all projects of at least
twice the capacity proposed in response to this
RFP;

e Respondents must have completed at least
one project with the technology and project
structure at a scale that is at least 75% of the
size and scale proposed;

e Respondent shall not have defaulted on an
executed contract with PNM within the past
five years;

e Respondent must be willing to post required
development security at the amount identified
in the applicable form agreements;

e Proposal must include a credible critical path,
Gantt Chart, orimplementation schedule for
project fully representing the sequence of
events and key project implementation
milestones required to deliver new capacity by
the Guaranteed Start Date proposed;

e Identify all federal, state, local, and tribal tax
incentives relied upon in preparing proposal;

o Proposals must identify the applicable
governmental tariffs and duties accounted for
in the proposed pricing;

o Verify compliance with all tax requirements in
New Mexico;

e Except when maximum dispatch may be
limited by the availability of a renewable
resource, projects shall be fully dispatchable by
PNM, including intra-hour dispatch changes,
and be able to operate under Automatic
Generation Control (“AGC”) with the ability to
respond to dispatch and disconnection signals
from the PNM operation center;

e Respondents shall not offer PPA or ESA
proposals on existing PNM controlled sites;

o The proposal must provide proof of site control
of the required land for the project and off-site
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infrastructure via (i) a title to the site; (i) an
executed lease agreement; (iii) an executed
easement; or (iv) a executed option
agreement applicable to at least 75% of the
necessary land;

o If applicable, the proposal must provide proof
that all NEPA permitting and approval from the
applicable agencies is completed;

e Proposed projects must be designed for an be
capable of both full load and idle operation
over an ambient temperature range of -20
degrees F to 110 degrees F;

¢ All Respondents must provide a comprehensive
proposal that complies with the Technical
Specifications included in Appendix L as
applicable to the technology proposed:;

e ESA proposals must be structured such that the
project entity executing an Agreement does
not incur, assume, or carry any debt in
connection with the project after the COD.

Bidding The Company will conduct a multi-stage bid review
Process/Evaluation and evaluation process. The objective of the RFP is to
and Selection procure resources that can provide new, incremental
(Appendix C - Bid energy and capacity, comply with the required
Evaluation Process) Guaranteed Start Dates, support overall reliability of

system service, and result in a portfolio of generating
resources capable of meeting capacity and energy
needs of PNM's customers at a low cost. The objective
of the evaluation is to fairly and competitively select
projects that bring the most value to PNM's customers
while remaining consistent with the objectives of the
Public Utility Act (“PUA"), Efficient Use of Energy Act
(“EUEA"), and the Integrated Resource Plan Rule (“IRP
Rule”), preferring resources with the least
environmental impacts, those that maximize
employment of New Mexico work force including
minority and woman-owned businesses, and those
that utilize apprentices for project construction. The
evaluation process consists of the following three
Phases:

e Phase 1 - Initial Screening — composed of a

completeness review, supplier clarification
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questions and responses, and conformance to
RFP Minimum Requirements (See Above);

e Phase 2 — Proposals that have provided the
required data and satisfied the Minimum
Requirements will be passed to Phase 2 of the
evaluation. This phase of the process will focus
primarily on price and deliverability, including
consideration of pricing factors associated with
each proposal, the overall viability of the
proposal with respect to its ability fo achieve
commercial operations by the Guaranteed Start
Date, and overall compliance with the
objectives of PUA, REA and the IRP rule. In Phase
2, both price and non-price bid evaluation
criteria for each proposal will be summarized
and evaluated. Proposals will be ranked on total
evaluated delivered cost of energy and
capacity with non-price factors considered in
establishing a shortlist of proposals. The specific
non-price criteria included in the evaluation are
identified in Appendix C. Proposals will be
evaluated and ranked based on Combined
price and commercial/Contract compliance at
45% and all remaining non-price factors
weighted at 55%. This process will lead to the
establishment of a proposal shortlist. A sufficient
quantity of “best-in-class” Proposals for each
proposed technology will be carried into the
selected short-list for each of the requested
guaranteed start dates;

e Phase 3 - Proposals shortlisted from the Phase 2
process will undergo further assessment in Phase
3. This will involve system modeling of the
shortlisted projects to determine the best
performing portfolios. Top Portfolios will undergo
both quantitative and qualitative assessments.
Portfolios will be determined via capacity
expansion modeling and portfolio costs will be
determined in hourly production cost modeling.
The lowest cost portfolios that also meet
reliability requirements, ETA emission
requirements, RPS requirements, or other
requirements will be identified.
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Initial Screening Phase One will consist of a completeness review for
compliance with the RFP Minimum Requirements,
including compliance with the Supplier Risk Security
Screening Questions. This Phase will consist of initial
Supplier questions and clarifications and review of
associated responses.
Price Evaluation For the price evaluation portion of this process, PNM
will rank all Proposals from a cost standpoint. The price
screening consists of measuring each Proposals’ total
delivered cost of energy and capacity, including:
e Capital costs and/or capacity costs
Fixed operation and maintenance costs
Variable production costs
Fuel and water costs
Transmission costs, including third-party wheeling
costs
e Operational costs, including system regulation
requirements
e Other system benefits, including accounting for
availability of RECs
e Opportunities for marketing of excess energy
e Financial implications of accounting and tax
freatment

In Phase 2, proposals will be ranked on the basis of
minimizing the total evaluated delivered cost of
energy and capacity (i.e., total cost impact) from the
resource. Proposals with a low total cost impact on the
PNM system will receive a higher score. The ranking of
energy resources (e.g. solar and wind) will be based
on the levelized cost of energy, and capacity
resources (e.g., batteries and thermal resources) will
be based on the levelized cost of capacity. Price
rankings will be between 50 and 100.

Non-Price Evaluation | The following non-price factors will be given

Process consideration in the Phase Two evaluation process via
a weighted ranking matrix with rankings between 0
and 100 for each category. These factors are
established as a measure of viability of the project
and the Supplier’s ability fo deliver the project, as
proposed:
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e Commercial and Contract Compliance,
including degree of acceptance of PNM's
commercial terms

e Respondent Characteristics (creditworthiness,
ownership structure, financing plan, etc.)

e Respondent Qualifications and Experience

e Social, Environmental, and Siting Considerations

e Electrical Interconnection Plan, Transmission
System Benefits, Project Performance Viability,
and Operational Flexibility

For the weighting of scores during the Phase Two
process, 45% will be a combination of price and
commercial/contract compliance with the other 55%
being from the remaining non-price factors. At the
end of Phase Two, a short-list of projects will be
determined based upon the above criteria.

Final Shortlist The shortlisted Proposals will be subject to additional
Evaluation and review, evaluation, and financial analysis. Based on
Negotiations the Phase Three evaluation, negotiations may

advance with one or more Suppliers, leading to
potential selection. The Phase Three evaluation will
involve system modeling of shortlist projects to
determine the best performing portfolios, which wiill
undergo both quantitative and  qualitative
assessments.  Portfolios will be determined via
capacity expansion modeling and portfolio costs will
be determined in hourly production cost modeling.
The portfolio modeling will utilize EnCompass and
SERVM. For the Phase 3 evaluation, EnCompass
capacity expansion module is configured to identify
least-cost portfolios of resources over a 20-year study
horizon while meeting a number of constraints. Once
portfolios of projects are validated in terms of costs,
reliability, and deliverability, projects will be subject to
PNM management approval processes and external
stakeholder feedback. Thereafter, Respondents will
be notified that their projects have been chosen and
will be notified to begin confract negofiations to
secure those resources.

Credit Requirements | The Respondent must be able to satisfy PNM's credit
standards to ensure the Respondent has adequate
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financial capability. PNM requires qualified
Respondents to either have an investment grade
rating (S&P BBB- or above, or Moody's Baad or above)
or have sufficient equity security to cover
Respondent’s anticipated delivery obligations under
any agreement entered into as a result of this RFP
process. PNM will utilize the lower of the published
credit ratings from S&P or Moody'’s for long-term senior
unsecured debt to determine a Respondent’s credit
rating. PNM may also consider credit rating by other
credit rating agencies serving the US market. If
Respondent is unable to satisfy the foregoing credit
standards, Respondents may designate a credit
support provider/guarantor satisfactory to PNM.
Execution of a final, definitive agreement under this
RFP will be conditional upon full satisfaction of PNM's
credit requirements.
Security Respondents must identify their willingness to provide
Requirements the amounts of Development Security and Delivery
Term Security for PPA and ESA offers, or Performance
Bond for BT offers identified within the applicable form
agreement from Appendices H through J (Arficle 19).
Development Security for solar, wind, storage, and
hybrid options is $100/kW and Delivery Term Security is
$125/kW for PPAs. For BT agreements, a Performance
Bond is required at 100% of the contract price, while a
Warranty Bond is required at 10% of the contract
price. For DSR Agreements, Performance Security is
16% of the contractor’s gross revenue expected over
the term of the agreement.
Conftracts PNM provides the following Form Agreements:
e Appendix H-1 - Solar PPA Form Agreement
e Appendix H-2 - Wind PPA Form Agreement
e Appendix H-3 — Natural Gas Facility PPA Term
Sheet
e Appendix |-1 — Stand-Alone ESA Form
Agreement
e Appendix I-2 — Hybrid ESA Form Agreement
e Appendix J-1 - Solar/ESS BT Form Agreement
e Appendix J-2 — Gas/Thermal BT Form Agreement
e Appendix K- APA Term Sheet
BT Site Options PNM identified four PNM controlled sites as eligible BT
site options for solar/energy storage, standalone
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Energy Storage, or thermal and/or energy storage
opftions.

Accounting and Tax
Treatment

One factor noted in the RFP in Appendix C under the
price evaluation is the financial implications of
accounting and tax treatment. In Appendix E.1.1,
PNM also requests that bidders are required provide
details on lease liability and VIE treatment in their
Executive Summary.

Bid Submission Fees

A non-refundable bid submission fee must
accompany each Proposal in order to qualify the
proposal for consideration. The bid submission fee will
be $10,000 for each proposal in response to the RFP.
Proposals for projects at different locations, projects of
different technology types or technology
combinations or proposals for projects with different
contracting structures (e.g., PPA, ESA, DSR, APA, BT)
will require a separate bid fee. Proposals for projects
with variations in the following factors will not be
considered to be separate proposals and will not
require an addifional bid submission fee — different
guaranteed start dates, different pricing structures, or
different project capacity/size.

Schedule for the RFP
Process

1.
2.
2
4,
5.
6. Recommended Resource Portfolio — September

7.

8.

RFP Released — December 30, 2024

Pre-Bid Conference — January 22, 2025
Deadline for Questions from Respondents — April
24, 2025

Proposal Due Date and Submission Fees — May
14, 2025

Phase 2 Shortlist Noftification — July 20, 2025

11, 2025

Estimated Agreement Execution Date — January
8, 2026

Estimated Filing for Regulatory Approval

Non-Disclosure

While prospective bidders can access the Main RFP or

Agreement Instructions Document on the Company's website,
interested parties will be required to execute a non-
negotiable non-disclosure agreement in order to
receive addifional bid documents.
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF PUBLIC SERVICE
COMPANY OF NEW MEXICO’S APPLICATION
FOR APPROVAL OF PURCHASED POWER
AGREEMENTS, ENERY STORAGE
AGREEMENTS, AND CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY FOR 2029-2032
SYSTEM RESOURCES AND THE ABANDONMENT
OF THE FOUR CORNERS POWER PLANT

Docket No. 26-00000____

PUBLIC SERVICE COMPANY OF NEW MEXICO,

Applicant.

e’ N N N N N N N N N N N N

AFFIDAVIT
STATE OF NEW MEXICO )

COUNTY OF BERNALILLO )

ROGER W. NAGEL, Principal, Aion Energy LLC, upon being duly sworn according
to law, under oath, deposes and states: | have read the foregoing Direct Testimony of Roger W.

Nagel, and it is true and accurate based on my own personal knowledge and belief.

DATED this 29" day of May, 2026.

/s Roger W. Nagel
ROGER W. NAGEL

GCG #535002
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