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PacifiCorp, doing business as Rocky Mountain Power (“Rocky Mountain Power” or 

“Company”), hereby respectfully requests an order from the Public Service Commission of 

Wyoming (“Commission”) approving a change to the maximum contract term for prospective 

power purchase agreements (“PPA”) with qualifying facilities (“QF”) under the Public Utility 

Regulatory Policies Act of 1978 (“PURPA”). The Company further requests an order approving 

modifications to the Company’s avoided cost methodology used for tariff Schedule 37 “Avoided 

Cost Purchases from Qualifying Facilities” and tariff Schedule 38 “Avoided Cost Purchases from 

Non-Standard Qualifying Facilities”, and approving certain clarifying changes to those tariff 

schedules. In support of this application (“Application”), the Company states as follows: 

I. INTRODUCTION 

1. Rocky Mountain Power is a division of PacifiCorp. PacifiCorp is an Oregon 
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corporation that provides electric service to retail customers through its Rocky Mountain Power 

division in the states of Wyoming, Utah, and Idaho and through its Pacific Power division in the 

states of Oregon, California, and Washington. 

2. Rocky Mountain Power is a public utility in the state of Wyoming and is subject to 

the Commission’s jurisdiction with respect to its prices and terms of electric service to retail 

customers in Wyoming. Rocky Mountain Power’s principal place of business in Wyoming is 2840 

E. Yellowstone Highway, Casper, Wyoming 82602. 

3. This Application is filed pursuant to Wyoming Statutes § 37-2-112 and 

Commission Rule Chapter 3, Section 35, which provide the Commission with the authority and 

power to supervise and regulate public utilities subject to its jurisdiction and to establish the terms 

and conditions of PPAs with QFs under PURPA. 

4. The Company requests that all notices, correspondence and pleadings with respect 

to this Application be sent to: 

Stacy Splittstoesser  
Wyoming Regulatory Affairs Manager 
Rocky Mountain Power 
315 W. 27th St. 
Cheyenne, Wyoming 82001 
Email: stacy.splittstoesser@pacificorp.com 

 
Jacob A. McDermott 
Senior Counsel 
Rocky Mountain Power 
1407 W. North Temple, Suite 320 
Salt Lake City, Utah 84116 
Email: jacob.mcdermott@pacificorp.com 
 

In addition, formal correspondence and requests for additional information regarding this matter 

should be addressed to: 
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 By email (preferred): datarequest@pacificorp.com 

 By regular mail: Data Request Response Center 
    PacifiCorp 
    825 NE Multnomah, Suite 200 
    Portland, Oregon 97232 
 
Informal inquiries related to this Application should be directed to Stacy Splittstoesser, Wyoming 

Regulatory Affairs Manager, at (307) 632-2677. 

II. BACKGROUND 

5. Over four decades have passed since 1978 when Congress enacted PURPA in 

response to the energy crisis of the 1970’s. At that time, there was concern that traditional sources 

of energy were “simply running out.”1 One of the main legislative goals of PURPA was to address 

this concern through reducing dependence on imported fuels by providing a mechanism to allow 

cogeneration and small power production facilities to interconnect with the utility’s transmission 

system and to sell their power to those utilities.  

6. In the many years since PURPA’s passage, the nation’s energy industry has 

experienced massive change. Instead of realizing the fears of the 1970’s that the nation’s traditional 

energy sources would face severe shortages, technological innovations have opened up new 

avenues for energy exploration and production, and now domestic energy supplies are abundant. 

At the same time, renewable energy from wind and solar generators, which were, in the 1970’s, 

considered nontraditional sources of energy, have become increasingly less expensive. Renewable 

energy is now so widely utilized that it is considered by most to be a “mainstream” supply option. 

Since its passage four decades ago, PURPA’s mandates have not been updated to account for these 

                                                 
1 Jimmy Carter, “Address to the Nation on Energy,” April 18, 1977, viewable at 
http://www.presidency.ucsb.edu/ws/index.php?pid=7369.  
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dramatic changes, with the exception of a few changes applicable only in regions covered by 

organized wholesale electricity markets.2  

7. Section 210 of PURPA established a program of cooperative federalism, wherein 

Congress directed the Federal Energy Regulatory Commission (“FERC”) to establish rules “to 

encourage cogeneration and small power production,” in part, by establishing a “must purchase” 

obligation whereby electric utilities are required to purchase all electric energy made available by 

QFs. The state commissions are then responsible for implementing PURPA’s requirements in a 

manner consistent with FERC’s regulations.  

8. Under PURPA and FERC’s “must purchase” obligation, rates paid to QFs by 

utilities must; (a) be just and reasonable to electric consumers, (b) not discriminate against QFs, 

and (c) not exceed “the incremental costs to the electric utility of alternative electric energy.”3 The 

incremental cost to the utility means the amount it would otherwise cost the utility to generate or 

purchase the electric energy that PURPA mandates it purchase from the QF.4 Congress’s intent in 

imposing this incremental cost standard was to ensure that a utility’s ratepayers be “at least 

                                                 
2 See, Energy Policy Act of 2005, 42 USC § 13201 et seq. (2005). 
3 16 U.S.C. § 824a-3 provides in pertinent part: 

(b) Rates for purchases by electric utilities 
The rules prescribed under subsection (a) of this section shall insure that, in requiring any electric 
utility to offer to purchase electric energy from any qualifying cogeneration facility or qualifying 
small power production facility, the rates for such purchase– 

(1) shall be just and reasonable to the electric consumers of the electric utility and in the 
public interest, and 
(2) shall not discriminate against qualifying cogenerators or qualifying small power 
producers.  

No such rule prescribed under subsection (a) of this section shall provide for a rate which exceeds the 
incremental cost to the electric utility of alternative electric energy. 

4 16 U.S.C. § 824a-3(d) provides the following definition of “incremental cost of alternative electric energy”: 
For purposes of this section, the term “incremental cost of alternative electric energy” means, with respect 
to electric energy purchased from a qualifying cogenerator or qualifying small power producer, the cost to 
the electric utility of the electric energy which, but for the purchase from such cogenerator or small power 
producer, such utility would generate or purchase from another source. 
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indifferent” to whether power was purchased from a QF or from another utility source.5 This 

customer indifference requirement is codified in FERC’s PURPA rules under the term “avoided 

costs.”6 

III. PACIFICORP’S 2015 PURPA APPLICATION 

9. On August 26, 2015 the Company filed an application with the Commission to 

modify the contract term length of its firm QF PPAs.7 The Company requested that the term length 

for those QF PPAs be reduced from 20 years to three in order to mitigate the risks to customers of 

fixing prices over such a long-term, which could result in payments to QFs that are greater than 

avoided costs for extended periods. This risk was heightened because the Company was 

experiencing a surge in QF projects at the time, which has continued and intensified since the 

previous filing. 

10. In its 2015 PURPA Application, the Company stated that the need for a shorter 

term length was due to several factors. First and foremost, it was due to the rapid growth of QF 

pricing requests on PacifiCorp’s system. With that rapid growth, the Company reasoned, came a 

corresponding growth in the risk to customers that the 20-year PPAs would become uneconomic 

if prices for electricity declined in the future. The Company also provided evidence that the must 

purchase obligation when coupled with intermittent renewable energy sources limited its flexibility 

to provide the least-cost, most reliable service.  

11. In its June 23, 2016 Order on the 2015 PURPA Application the Commission denied 

the Company’s application to reduce the QF PPA term length.8 In that order, the Commission 

                                                 
5 See, e.g., Armco Advanced Materials Corp. v. Pennsylvania Pub. Util. Comm’n, 535 Pa. 108, 634 A.2d 207, 209 
(Pa. 1993). 
6 See 18 C.F.R. § 292.304. 
7 See, Wyo. P.S.C., Docket No. 20000-481-EA-15, Record No. 14220 (hereinafter referred to as the “2015 PURPA 
Application”). 
8 See, Wyo. P.S.C. Memorandum Opinion, Findings of Fact, Decision and Order, Docket No. 20000-481-EA-15, 
Record No. 14220, June 23, 2016. (referred to herein as the “June 2016 PURPA Order”). 
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found that, while many of the problems demonstrated by the Company needed to be addressed, 

the Company had not met its burden to show that its proposed changes, including a three-year 

maximum term length was the correct solution for Wyoming ratepayers. The Commission based 

this finding, in part, on the fact that the surge in QF applications the Company was experiencing 

at the time was primarily in other states where the Company operated.9 The Commission was also 

concerned that adopting the Company’s proposed three-year term length would discourage QF 

development in Wyoming.10 

12. Since the Commission’s June 2016 PURPA Order, the Company has experienced 

a higher level of QF applications in Wyoming than in the other states in which it operates. The 

financial markets and their support for renewable energy have also evolved since the order, and 

the Company provides evidence with this Application that renewable projects can be financed with 

terms of less than 20 years. While this new information supports revisiting the issue of term length, 

many of the risks to ratepayer indifference that prompted the Company’s August, 16, 2015 

application continue largely unabated. 

13. In its June 2016 PURPA Order, the Commission it recognized that there were 

problems with Wyoming’s PURPA implementation. At that time, the Commission was not 

convinced that the Company had met its burden to show that the solutions it proposed would 

reasonably address those problems.11 Instead, the Commission directed the Company to initiate a 

collaborative process with relevant stakeholders to “allow the Company to propose a solution that 

could be harmonized with the QF procedures in other states, as opposed the proposals in this 

                                                 
9 Id. at ¶¶ 50-51. 
10 Id. at ¶ 96. 
11 Id. at ¶¶96-97, (concluding that, while RMP did not meet its burden to show the solutions it prosed would address 
the problems, if some progress was to be made it was more likely to result from negotiation). 
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docket, which would at best be a partial response to changes already made elsewhere in RMP’s 

system.”12  

14. Unfortunately, the collaborative the Company was directed to initiate in the June 

2016 PURPA Order failed to produce substantive changes or solutions to the problems identified 

by the Company and acknowledged by the Commission. In its October 25, 2017 letter terminating 

the collaborative the Company stated that “[d]espite best efforts to arrive at a compromise, the 

participants have reached an impasse in the negotiations. The Company is hereby notifying the 

Commission that discussions amongst the participants in the collaborative will no longer be 

pursued and the Company is planning to file a new application to address the PPA term length and 

avoided cost calculation methodology in the near future.”13   

15. As the Company committed in its collaborative termination letter, in this 

Application the Company proposes solutions to many of the problems not remedied through the 

collaborative, the solutions include: (a) setting the maximum QF PPA term length for firm energy 

and capacity to seven years; (b) refinements to the Partial Displacement Differential Revenue 

Requirement (“PDDRR”) methodology that the Company uses to set avoided costs under 

Wyoming Schedule 38; (c) utilizing the PDDRR to set rates under Schedule 37; (d) revising the 

on-peak and off-peak definitions found in Schedule 37 to better align with the high and low cost 

periods that the Company experiences on its system; and (e) clarifications to both Schedule 37 and 

Schedule 38 to improve the pricing and PPA negotiation process.14  

 

                                                 
12 Id. at ¶ 78. 
13 See Docket No. 20000-481-EA-15, Record No. 14220, Company, QF Termination Letter (October 25, 2017). 
14 See, Application Exhibit 1, (clean versions of the Schedules 37 and 38 tariff sheets including the changes proposed 
by the Company); and see, Application Exhibit 2 (redline versions of the Schedules 37 and 38 tariff sheets showing 
the changes proposed by the Company against the currently effective tariff sheets). 
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IV. COMMISSION AUTHORITY UNDER PURPA 

16. While PURPA rules and regulations set boundaries for state implementation 

regarding the “must purchase” obligation, customer indifference and avoided cost, within those 

boundaries state regulatory commissions are afforded a “wide degree of latitude” to determine the 

state’s PURPA policies.15 In granting states this latitude, FERC recognized that the “economic and 

regulatory circumstances vary from State to State and utility to utility.”16 Therefore, states have 

the clear authority “within limits established by federal minimum standards, to enact and 

administer their own regulatory programs, structured to meet their own particular needs.”17   

17. The rates a utility pays QFs must be just and reasonable to consumers and in the 

public interest, but also must not discriminate against QFs.18 Pursuant to Commission Rule, 

Chapter 3, Section 35(c), the Commission is responsible for determining a utility’s avoided cost 

and setting appropriate QF rates. Also, as the Commission determined in the June 2016 PURPA 

Order, “Federal and State law are silent on the issue of duration of the PURPA QF Contract Term. 

No statute or rule prescribes a minimum term for QF PPAs.”19 All that FERC’s PURPA regulations 

require is that QFs have the option to sell their output “over a specified term,” without dictating to 

states what that term must be.20 Indeed, the term varies drastically even between the states in which 

the Company provides electric service, in Idaho, for example, it is only two years.21 It is worth 

noting that FERC has not stepped in to rule that any of these varied maximum terms violate its 

                                                 
15 23 FERC P 61304, at P 6146. 
16 Order No. 69, 45 Fed. Reg. at 12,231. 
17 FERC v. Mississippi, 456 U.S. 742, at p. 767 (quoting from Hodel v. Virginia Surface Mining & Recl. Assn., 452 
U.S. 264, at 289). 
18 See 16 U.S.C. § 824a-3(b); 18 C.F.R. § 292.304; Am. Paper Inst., 461 U.S. at 404-05; and Commission Rule, 
Chapter 3, Section 35(e). 
19 June 2016 PURPA Order, at ¶¶ 94-95. 
20 18 C.F.R. §292.304(d). 
21 Order on Reconsideration, In the Matter of Idaho Power Company’s Petition to Modify Terms and Conditions of 
PURPA Purchase Agreements, Case No. IPC-E-15-01, Order 33419 (Nov. 5, 2015). 
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PURPA regulations, which demonstrates the “wide latitude” that this Commission has in 

determining the appropriate ways to implement PURPA in Wyoming.  

18. The contract term is a critical element of the Commission’s implementation of the 

Company’s Wyoming must-purchase requirement because FERC generally requires a utility to 

lock in forecasted avoided cost rates for the entire contract term.22 FERC has explained that it 

believes imperfections found in the avoided cost methodology should, if set correctly, balance out 

between overestimation and underestimation.23 Again, PURPA and FERC regulations are silent as 

to the length of QF contracts, which leaves it to this Commission to determine what term will most 

likely achieve an appropriate balance for Wyoming customers. FERC has not spoken directly to 

the issue of setting an appropriate contract length, except for a few limited cases.24 

19. The Commission has stated its concern with extended contract lengths in past cases. 

Specifically in Docket No. 20000-388-EA-11, in its Memorandum Opinion, Findings and Order 

issued on November 4, 2011 at paragraph 62,  

“The Commission shares RMP’s concern that the effect of allowing 
extended contract terms, in some cases up to 40 years, has the effect of locking 
ratepayers into paying set contract prices for a 40-year period, which would not be 
the case with a utility-owned facility. Based on this “lock-in” possibility, The 
Commission finds a QF contract with a term length beyond 20 years may be unwise 
and may expose the Company and its customers to enhanced risk.”  

 
The Company has determined that with current market conditions and with outdated PURPA 

regulations, this contract term length risk should be ameliorated by setting the maximum term 

length to seven years. 

                                                 
22 See Small Power Production and Cogeneration Facilities; Regulations Implementing Section 210 of PURPA, 45 
Fed. Reg. 12214, 12224 (1980). 
23 Id. 
24 For example, FERC has stressed a need for certainty with regard to return on investment in new technologies and 
for allowing for varying contract lengths based on other contract factors. See, e.g., Cal. Pub. Util. Comm’n, 133 FERC 
¶ 61,059.  
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20. The Commission has the authority to ensure that the ratepayer indifference standard 

includes its determination of the appropriate avoided cost methodology, and other terms and 

conditions of QF PPAs. The modifications to the term length of QF PPAs proposed by the 

Company here, as well as its proposed modifications to the avoided cost methodology are well 

within the Commission’s authority, and indeed are the key elements of PURPA that Congress and 

FERC left to Wyoming to implement to ensure that customers would be protected from excessive 

risks, given Wyoming’s specific economic and regulatory circumstances. 

21. The reasonable change to QF PPA term length and the avoided cost changes 

proposed by the Company in this Application are not mutually exclusive. Instead they operate as 

a package that, if approved, will help ensure that the Company’s ratepayers do not pay more than 

the Company’s avoided costs, while still giving QFs a fair opportunity to finance their projects 

and sell power to the Company. The Commission’s ability to adjust the avoided cost methodology, 

and contract terms are the key tools FERC provided Wyoming to ensure that PURPA is 

implemented in a manner that remains just and reasonable, and in the public interest. Judicious use 

of these tools is necessary as the facts and circumstances in Wyoming change over time.  

V. CHANGES TO QF PPA TERM LENGTH 

22. Company witness Mark P. Tourangeau discusses the Company’s proposal to set the 

maximum QF PPA term length to seven years. Mr. Tourangeau describes how, unlike the 

Company’s resource planning process, the QF process does not consider whether the Company is 

acquiring least-cost, least-risk resources, therefore fails to fully consider the impacts QFs will have 

on transmission, pricing, and the Company’s efficient dispatch of resources. Mr. Tourangeau goes 

on to demonstrate that PURPA’s “must take” obligation leads to inefficient dispatch of Company 

resources, and may prevent full realization of the benefits that customers receive from the Energy 
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Imbalance Market. He also describes how these negative impacts are inconsistent with PURPA’s 

customer indifference principle.  

23. Mr. Tourangeau then describes how the market for renewable energy resources has 

evolved over time, such that there are now additional opportunities for renewable development 

through utility sponsored solicitations, and through individual customers that seek to meet 100 

percent renewable energy goals. Mr. Tourangeau also extensively reviews the many options for 

financing that are currently available to renewable developers, including financing opportunities 

at PPA terms of less than 20 years. He thereby demonstrates that setting a maximum QF PPA term 

of seven years will continue to allow QFs reasonable opportunities to access capital from potential 

investors, which is wholly consistent with PURPA’s requirements.  

24. Finally, Mr. Tourangeau discusses how many of PURPA’s central purposes have 

been largely achieved through PURPA’s requirements, the evolution of electricity markets, federal 

and state policies, and technological innovations. Mr. Tourangeau then discusses how Wyoming’s 

implementation of PURPA can be improved by adopting a seven year maximum PPA term length 

and striking a better balance between two of PURPA’s principal requirements—ensuring 

customers are indifferent to the impact of QFs that enter into PPAs with the Company, and 

continuing to provide QFs reasonable opportunities to develop their facilities, finance them and 

then sell their output to the Company in Wyoming.  

VI. IMPROVEMENTS TO AVOIDED COST PRICING METHODOLOGY AND 
TARIFF SCHEDULES 37 AND 38 

 
25. Company witness Daniel J. MacNeil discusses the Company’s proposed 

refinements to the PDDRR methodology used to set avoided costs in Wyoming. Mr. MacNeil 

discusses deferring cost-effective renewable resources identified in the Company’s IRP. 

Specifically, Mr. MacNeil proposes that when the Company’s IRP preferred portfolio includes 
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renewable resources to meet system load that are the same type as a QF project, the forecast of 

avoided capacity costs would be based on the assumed fixed costs of that next deferrable renewable 

resource of the same type. This change in the methodology will lead to more accurate avoided cost 

pricing for QFs and thereby benefit customers. 

26. The Company is also proposing that the same PDDRR methodology used to 

develop prices for QFs under Schedule 38 be utilized to develop standard pricing under Schedule 

37, rather than using a spreadsheet model with adjustments by resource type. Mr. MacNeil 

describes how the PDDRR methodology does a better job of capturing the specific operational 

characteristics of different resource types and the aggregate effects of the Company’s system than 

the current Schedule 37 methodology. The PDDRR methodology should be adopted for Schedule 

37 avoided cost pricing as more consistent with the customer indifference standard, because, as 

explained by Mr. MacNeil, it will more accurately reflect the Company’s avoided costs.  

27. The Company also proposes changes to the definitions of on-peak and off-peak 

hours in Schedule 37. Mr. MacNeil describes how the current definitions no longer accurately 

captures the high and low price periods on the Company’s system. Mr. MacNeil then demonstrates 

how the revised definitions better capture these periods, and that the change will ensure that QFs 

are paid the higher on-peak avoided cost prices when their output is truly more valuable to 

customers, which again better meets PURPA’s customer indifference principle.  

28. Finally, the Company proposes several clarifying improvements to Schedules 37 

and 38 to ensure transparency in avoided cost pricing requests and PPA negotiation and execution 

procedures. Mr. Tourangeau discusses these proposed changes to Schedule 38 in his testimony, 

which include (i) clarifying language that more directly states when the Company provides a pro-

forma PPA it does not mean the QF is at the PPA negotiation phase; (ii) clarifying language that 
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the Company has the right to update pricing any time prior to execution and filing of the PPA with 

the Commission; (iii) adding specific tariff provisions that the QF commercial operation date 

(“COD”) (or the start of the delivery term of subsequent PPAs for existing QFs) must not exceed 

30 months from the PPA execution date, and that a QF must provide project development security 

within 30 days of its PPA being filed with the Commission. These improvements to Schedule 38 

will provide more information to prospective QFs, so they better understand the Company’s 

practices, and may help to eliminate some areas for potential dispute between QFs and the 

Company.25  

29. Mr. Tourangeau also discusses the clarifying changes to Schedule 37 including, (i) 

adding language so that QFs understand that, after acquiring 10 MW of Firm Power under 

Schedule 37, pricing for QFs larger than 100 kW will be in accordance with Schedule 38 until 

prices are updated and approved by the Commission, and (ii) adding language to make it clear that 

PPA negotiations will be carried out in accordance with the PPA negotiation requirements detailed 

in Schedule 38. The Company’s proposed Schedule 37 changes more explicitly state the 

Company’s existing practices which will provide an informational benefit to QFs, and, because 

the changes rely on reference to the Schedule 38 procedures, QFs will also benefit from the 

improvements that the Company proposes to Schedule 38.26 

WHEREFORE, the Company respectfully requests the Commission issue an order: 

1. Approving a maximum fixed-price term for QF PPAs of seven years for any QF that 

qualifies under the Company’s Schedules 37 and 38; 

                                                 
25 See, Application Exhibit 1, (clean versions of the Schedules 37 and 38 tariff sheets including the changes proposed 
by the Company); and see, Application Exhibit 2 (redline versions of the Schedules 37 and 38 tariff sheets showing 
the changes proposed by the Company against the currently effective tariff sheets). 
26 Id. 
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2. Approving the Company’s proposed changes to its methodology for the calculation of 

avoided costs for qualifying facilities under Schedule 38; 

3. Approving the Company’s proposed changes to its methodology for the calculation of 

avoided costs for qualifying facilities under Schedule 37;  

4. Approving the Company’s proposed change to the definitions of on-peak and off-peak 

hours in Schedule 37; 

5. Approving the Company’s proposed clarifying changes to Schedules 37 and 38; and 

6. Granting such other relief as the Commission deems just and appropriate. 

 

DATED this 2nd day of November, 2018. 

      Respectfully submitted, 

      ROCKY MOUNTAIN POWER 

  

 
      
      
      Jacob A McDermott 
      Yvonne R. Hogle    
      1407 West North Temple, Suite 320 
      Salt Lake City, Utah 84116 
      Telephone: 801.220.2233 
      Facsimile: 801.220.3299 
      E-mail: Jacob.McDermott@pacificorp.com

 




