HARDY MYERS

Attorney General

PETER D. SHEPHERD
Deputy Attorney General

DEPARTMENT OF JUSTICE
GENERAL COUNSEL DIVISION

October 28, 2005

Traci Kirkpatrick

Administrative Law Judge

Office of Administrative Hearings
Public Utility Commission of Oregon
PO Box 2148

Salem, OR 97308-2148

Re: UM 1129; Correction to Staff’s Phase Il Issues List

Dear Judge Kirkpatrick:

Staff has just realized that its “Staff’s Proposed Consolidated Issues List” for UM 1129 —
Phase Il (“List”) is missing an intended footnote as an inadvertent result of converting it to a
PDF file. The List originally submitted has an asterisk (*) after Issue 6 and nothing more. The
List staff intended to submit should have had an asterisk after both Issue 2 and Issue 6. Further,
the asterisks for these issues were intended to reference a footnote that stated as follows: “Staff
proposes to address issues 2 and 6 on the same schedule as the phase | compliance investigation.
Therefore, staff did not include these items in its proposed consolidated list of issues for that
investigation.”

Staff notes that all the parties received the correct version of the List prior to staff
submitting it to you last Friday. Indeed, Portland General Electric correctly quotes the footnote
in its comments about the revised List.

Staff is re-submitting a corrected version of the List. Staff would also like to clarify that
it proposes Issues 2 and 6 be addressed on the same schedule as adopted for Phase | only as the
they relate to standard contracts for QFs 10 MW or less.

Sincerely,

Michael T. Weirich
Assistant Attorney General
Regulated Utility & Business Section

cc: Service list
MTW:nal/GENO2820

1162 Court Street NE, Salem, OR 97301-4096 Telephone: (503) 378-6322 Fax: (503) 378-5300 TTY: (503) 378-5938



UM 1129 - Phase |1
Staff’s Proposed Consolidated Issues List
October 11, 2005
(Corrected October 28, 2005)

Issues Directed by the Commission (Order No. 05-584)

1.

Development of negotiation parameters and guidelines for nonstandard QF contracts.

For example:

a. What contract length should Qualifying Facilities larger than 10 MW be entitled
to? [Order No. 05-584 at 17]

b. How should QF power supply commitments differentiate between “as available”
and “legally enforceable obligations” for delivery of energy and capacity? [PGE]

c. How should “firm” or “non-firm” supply commitments be defined and
differentiated through contractual default and damages provisions? [PGE]

d. How should avoided costs be adjusted for factors, such as those described in 18
CFR § 292.304, for a Qualifying Facility’s specific power supply attributes and
commitments? [PGE]

e. Regarding PacifiCorp’s Schedule 38 for Qualifying Facilities larger than 10 MW,
are the procedures for negotiating avoided costs, schedules for negotiations, and
the information to be exchanged by PacifiCorp and the Qualifying Facility
reasonable? [ICNU]

f. Can the utilities adjust the avoided cost calculations for Qualifying Facilities over
10 MW based on factors that have not been approved by the Oregon Public Utility
Commission? [ICNU]

In the event of the inability of a QF to establish creditworthiness, determination of an
appropriate amount of default security to be required. *

Further exploration of how the calculation of avoided cost should reflect the nature

and quality of QF energy. Specifically:

a. How should firm vs. non-firm commitments and integration of intermittent
resources affect the calculation of avoided costs? [Order No. 05-584 at 39]

b. Costs and contractual provisions necessary to address purchases from QF projects
that are located outside the utility’s control area [PacifiCorp]

Further exploration of a Mechanical Availability Guarantee (MAG). For example, are
avoided cost prices affected by a Mechanical Availability Guarantee? [PGE]

Further exploration of market pricing options and alternatives to using nameplate

capacity to determine the size of a QF project for standard contract eligibility

purposes, including:

a. Should PacifiCorp offer a market pricing option? [Order No. 05-584 at 35;
PacifiCorp]

" Staff proposes to address issues 2 and 6 on the same schedule as the phase | compliance investigation.
Therefore, staff did not include these items in its proposed consolidated list of issues for that investigation.



10.

b. Provide clear definition of “nameplate capacity” if that is retained as basis for
defining eligibility for standard contracts and avoided cost rates. [PacifiCorp]

Cap on amount of default losses that can be recouped, pursuant to future QF contract
payment reductions.*

Liability insurance for QFs with a design capacity at or under 200 kW.

Negotiation parameters and guidelines for “simultaneous sale and purchase” QF
contract.

Negotiating “net output sales” for non-standard contracts.

Further exploration of Staff’s role in the informal dispute resolution of QF contract
disputes. Related to that issue, what is the role of the Commission in dispute
resolution during contract negotiations and during the term of the power purchase
agreement? [PGE]

Other Issues

11.

12.

Should competitive bidding be used to set pricing for Qualifying Facilities greater
than a certain size (e.g., larger than 100 MW) if the utility has recently completed an
RFP, or a bidding process is in progress or imminent? If so, how? [UM 1182 issue
moved with consent of UM 1182 parties]

Do provisions of the Energy Policy Act of 2005 affect the rules regarding new
contracts with Qualifying Facilities? Specifically, should an Oregon electric company
be required to enter into a new contract with a Qualifying Facility that is located in
the service territory of an electric utility that has been relieved by FERC of a
mandatory purchase obligation under PURPA? [PGE]
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