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Question 5

On line 3 of page 2-4, PG&E references “significant savings” achieved through the competitive nature of the vendor selection process.  Please quantify the savings, and how they were identified.  What would the extra cost have been had a competitive process not been used?
Answer 5

The “significant savings” referred to on line 3 of page 2-4 occurred specifically during the final negotiations with PG&E’s selected vendors (see line 4 of page 2-4).  Nonetheless, PG&E did made significant savings as a result of the competitive vendor selection process throughout its course.
There are two reasons why PG&E’s competitive vendor selection process resulted in savings:
· First, by introducing competition into the vendor selection process, PG&E was able to negotiate a lower price for the same package of products and services than would otherwise have been available.  
· Second, PG&E used the information that it gathered during the course of the competitive vendor selection process to favorably modify the design of the AMI Interface System as a whole.  In other words, the responses that PG&E received to its RFI and RFP contained useful information and recommendations concerning the amount and type of hardware and software required to successfully implement the AMI Interface System.  For instance, as discussed on line 24 of page 2-12 of (PG&E-2) Application 05-06-028 “Several of the responses that PG&E received to its RFP suggested the use of a newer, higher performance server model than PG&E had originally included within its proposed configuration.  The new model became available only after the initial RFI, which is why PG&E did not include it within its original configuration”.  The incorporation of this newer server model into PG&E’s AMI Interface System design resulted in significant savings against the original cost estimation.
It is reasonable to attribute the first set of savings directly to the existence of a competitive vendor selection process.  However, PG&E is unable to divide the second set of savings between those that occurred solely as a result of the competitive vendor selection process and those that would have occurred in any event as a result of PG&E’s further refinement of its proposed design.  As such, PG&E is unable to quantify accurately the overall savings that PG&E made as a direct result of the competitive vendor selection process or to quantify the additional costs that would have been incurred in the absence of a competitive vendor selection process.  Nevertheless, it is clear that the overall savings were “significant” and that the rigor with which PG&E applied the competitive vendor selection process contributed by generating further savings during the final price negotiations.  Overall, PG&E considers that the pricing achieved through its vendor selection process reflects the diligence that PG&E applied in ensuring that the right vendor was chosen.
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