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l. On July 16, 2020, the Federal Energy Regulatory Commission (Commission)
issued its final rule (final rule or Order No. 872)! adopting revisions to its regulations
(PURPA Regulations)? implementing sections 201 and 210 of the Public Utility
Regulatory Policies Act of 1978 (PURPA).* Those regulations were promulgated in 1980
and have been modified in only specific respects since then. On August 17, 2020, the
Commission received requests for rehearing and/or clarification of the final rule from the
following entities and individuals: (1) California Utilities;* (2) Electric Power Supply
Association (EPSA); (3) Northwest Coalition;” (4) One Energy Enterprises; (5) Public

Interest Organizations;® (6) Solar Energy Industries Association (Solar Energy Industries);

Y Qualifying Facility Rates and Requirements Implementation Issues Under the
Public Utility Regulatory Policies Act of 1978, Order No. 872, 85 FR 54638 (Sep. 2,
2020), 172 FERC 9 61,041 (2020).

218 CFR part 292. In connection with the revisions to the PURPA Regulations, the
Commission also revised its delegation of authority to Commission staff in 18 CFR part
375.

316 U.S.C. 796(17)-(18), 824a-3.

4 California Utilities consist of Pacific Gas & Electric Company; San Diego Gas &
Electric Company; and Southern California Edison Company.

> Northwest Coalition consists of Northwest and Intermountain Independent Power
Producers Association; the Community Renewable Energy Association; the Renewable
Energy Coalition; IdaHydro; Oregon Solar Energy Industries Association; and NewSun
Energy LLC. Excluding IdaHydro and NewSun Energy LLC, the entities comprising
Northwest Coalition filed comments referred to in Order No. 872 as “NIPPC, CREA,
REC, and OSEIA.” For ease of reference, in some instances below, we refer to Northwest
Coalition below interchangeably with “NIPPC, CREA, REC, and OSEIA.”

8 Public Interest Organizations consist of Alabama Interfaith Power and Light;
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and (7) Thomas Mattson. On September 1, 2020, California Public Utilities Commission
(California Commission) filed a response to California Utilities’ request for clarification.
2. Pursuant to Allegheny Defense Project v. FERC,” the rehearing requests filed in
this proceeding may be deemed denied by operation of law. As permitted by section
313(a) of the Federal Power Act (FPA),® however, we modify the discussion in the final
rule and continue to reach the same result in this proceeding, as discussed below.’

3. Specifically, we either dismiss or disagree with most arguments raised on
rehearing. We also provide further clarification on (1) states’ use of tiered avoided cost

pricing; (2) states’ use of variable energy rates in QF contracts and availability of utility

Appalachian Voices; Center for Biological Diversity; Environmental Law and Policy
Center; Gasp; Georgia Interfaith Power and Light; Montana Environmental Information
Center; Natural Resources Defense Council; North Carolina Sustainable Energy
Association; Sierra Club; South Carolina Coastal Conservation League; Southern Alliance
for Clean Energy; Southern Environmental Law Center; Southface Institute; Sustainable
FERC Project; Tennessee Interfaith Power and Light; Upstate Forever; and Vote Solar.
Some of these entities filed comments as “Southeast Public Interest Organizations” and
some of these entities filed comments as “Public Interest Organizations.” For ease of
reference, we refer below to these organizations on rehearing as “Public Interest
Organizations,” however, but when referring to the separate groups’ comments in this
rulemaking proceeding, we refer to their separate comments.

7964 F.3d 1 (D.C. Cir. 2020) (en banc).

816 U.S.C. 825I(a) (“Until the record in a proceeding shall have been filed in a
court of appeals, as provided in subsection (b), the Commission may at any time, upon
reasonable notice and in such manner as it shall deem proper, modify or set aside, in
whole or in part, any finding or order made or issued by it under the provisions of this
chapter.”).

? Allegheny Def- Project, 964 F.3d at 16-17. The Commission is not changing the
outcome of the final rule. See Smith Lake Improvement & Stakeholders Ass’n v. FERC,
809 F.3d 55, 56-57 (D.C. Cir. 2015).
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avoided cost data; (3) the role of independent entities overseeing competitive solicitations;
(4) the circumstances under which a small power production qualifying facility (QF)
needs to recertify; (5) application of the rebuttable presumption of separate sites for the
purpose of determining the power production capacity of small power production
facilities; and (6) the PURPA section 210(m) rebuttable presumption of nondiscriminatory

access to markets and accompanying regulatory text, as further discussed below.

| Background

A. Statutory Background

4. PURPA section 210(a) requires that the Commission prescribe rules that it
determines necessary to encourage the development of qualifying small power production
facilities and cogeneration facilities (together, QFs).!® PURPA section 210(b) sets out the
standards governing the rates purchasing utilities must pay to QFs.!! Sections 210(b)(1)
and (b)(2) provide that QF rates ‘““shall be just and reasonable to the electric consumers of
the electric utility and in the public interest” and “‘shall not discriminate against qualifying
cogenerators or qualifying small power producers.”!?

5. After establishing these standards, Congress then imposed statutory limits on the

extent to which the PURPA Regulations may encourage the development of QFs pursuant

1016 U.S.C. 824a-3(a).
1116 U.S.C. 824a-3(b).

2 1d.
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to PURPA section 210(a), and also placed bounds on how the PURPA Regulations may
implement the statutory provisions in PURPA section 210(b) governing QF rates.

6. The first such statutory limit appears in the final sentence of PURPA section 210(b).
There, Congress established a cap on the level of the rates utilities could be required to pay
QFs: “No such rule prescribed under subsection (a) shall provide for a rate which exceeds
the incremental cost to the electric utility of alternative electric energy.”'® As the
Conference Report for PURPA (PURPA Conference Report) explains:

[T]he utility would not be required to purchase electric energy
from a qualifying cogeneration or small power production
facility at a rate which exceeds the lower of the rate described
above, namely a rate which is just and reasonable to
consumers of the utility, in the public interest, and
nondiscriminatory, or the incremental cost of alternate electric
energy. This limitation on the rates which may be required in
purchasing from a cogenerator or small power producer is
meant to act as an upper limit on the price at which utilities
can be required under this section to purchase electric
energy. '

7. Another way in which Congress set boundaries on the Commission’s ability to
encourage development of QFs was to define small power production facilities, one of the
categories of generators that is to be encouraged under the statute. This statutory

definition of small power production facilities applies to almost all renewable resources

3 Jd. (emphasis added). The statute defines an electric utility’s “incremental costs”
as “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.” 16 U.S.C. 824a-3(d); see also 18 CFR 292.101(b)(6) (implementing
same and defining such “incremental costs” as “avoided costs”).

4 HR. Rep. No. 95-1750, at 98 (1978) (Conf. Rep.) (emphasis added).
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that wish to be QFs, requiring that those facilities have “a power production capacity
which, together with any other facilities located at the same site (as determined by the
Commission), is not greater than 80 megawatts.”!> In order to comply with this statutory
requirement that the capacity of all small power production facilities “located at the same
site” not exceed 80 MW, the Commission is required to define what constitutes a “site.”

In 1980, the Commission determined that, essentially, those facilities that are owned by

the same or affiliated entities and using the same energy resource should be deemed to be

at the same site “if they are located within one mile of the facility for which qualification

is sought.”'® This approach, known as the “one-mile rule,” interpreted Congress’s
limitation of 80 MW located at the same site to apply to those affiliated small power
production qualifying facilities located within one mile of each other that use the same
energy resource.

8. Finally, Congress amended PURPA in 2005 to place further limits on the extent to
which the PURPA Regulations may encourage QFs. Congress amended PURPA section 210
to, among other things, add section 210(m), which provides for termination of the
requirement that an electric utility enter into a new obligation or contract to purchase from a
QF (frequently described as the “mandatory purchase obligation”) if the QF has

nondiscriminatory access to certain defined types of markets.!” This amendment reflected

1516 U.S.C. 796(17)(A)(ii).
16 18 CFR 292.204(a)(ii).

17 See 16 U.S.C. 824a-3(m).
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Congress’s judgment that non-discriminatory access to these markets provided adequate
encouragement for those QFs, such that the mandatory purchase obligation could be lifted.
0. Congress directed the Commission to amend the PURPA Regulations to implement
this new requirement, which the Commission did in Order No. 688. In that order,
pursuant to PURPA section 210(m), the Commission identified markets in which utilities
would no longer be subject to the PURPA mandatory purchase obligation because QFs
have nondiscriminatory access to such markets.'® Although not required by PURPA
section 210(m), the Commission also established a rebuttable presumption for small QFs,
which the Commission determined at that time were QFs at or below 20 MW, because
they may not have nondiscriminatory access to such markets.'® In creating this rebuttable
presumption, the Commission made clear that “we are not making a finding that all QFs
220

smaller than a certain size lack nondiscriminatory access to markets.

B. Final Rule’s Updating of the PURPA Regulations

10.  In the final rule, the Commission amended the PURPA Regulations, principally
with regard to the three statutory provisions described above: (1) the avoided cost cap on
QF rates; (2) the 80 MW limitation applicable to the combined capacity of affiliated small

power production QFs that use the same energy resource located at the same site; and

18 New PURPA Section 210(m) Regulations Applicable to Small Power Production
and Cogeneration Facilities, Order No. 688, 117 FERC 4 61,078, at PP 9-12 (2006), order
on reh’g, Order No. 688-A, 119 FERC 4 61,305 (2007), aff’'d sub nom. Am. Forest & Paper
Ass’nv. FERC, 550 F.3d 1179 (D.C. Cir. 2008) (AFPA v. FERC).

19 18 CFR 292.309(d)(1).

2 Order No. 688, 117 FERC § 61,078 at P 74.
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(3) the termination of the mandatory purchase obligation for QFs with nondiscriminatory
access to markets. The Commission stated that it was modifying the PURPA Regulations,
based on demonstrated changes in circumstances that took place after the PURPA
Regulations were first adopted, to ensure that the regulations continue to comply with
PURPA s statutory requirements established by Congress.?!

C. Summary of Changes to the PURPA Regulations Implemented by the
Final Rule

11.  In the final rule, the Commission revised the PURPA Regulations based on the
record of this proceeding, including comments submitted in the technical conference in
Docket No. AD16-16-000 (Technical Conference),?? the record evidence cited in the
Notice of Proposed Rulemaking (NOPR),? and the comments submitted in response to
the NOPR.?* These changes, including modifications to the proposals made in the NOPR,

are summarized below.

21 Order No. 872, 172 FERC 9 61,041 at P 20.

22 Supplemental Notice of Technical Conference, Implementation Issues Under the
Public Utility Regulatory Policies Act of 1978, Docket No. AD16-16-000 (May 9, 2016).
The Technical Conference covered such issues as: (1) various methods for calculating
avoided cost; (2) the obligation to purchase pursuant to a legally enforceable obligation
(LEO); (3) application of the one-mile rule; and (4) the rebuttable presumption the
Commission has adopted under PURPA section 210(m) that QFs 20 MW and below do
not have nondiscriminatory access to competitive organized wholesale markets.

2 Qualifying Facility Rates and Requirements, 84 FR 53246 (Oct. 4, 2019),
168 FERC 9§ 61,184 (2019) (NOPR).

24 Order No. 872, 172 FERC 9§ 61,041 at P 56.



Docket Nos. RM19-15-001 and AD16-16-001 -11-

12.  First, the Commission granted states? the flexibility to require that energy rates
(but not capacity rates) in QF power sales contracts and other LEOs?® vary in accordance
with changes in the purchasing electric utility’s as-available avoided costs at the time the
energy is delivered. If a state exercises this flexibility, a QF no longer would have the
ability to elect to have its energy rate be fixed but would continue to be entitled to a fixed
capacity rate for the term of the contract or LEO.?’

13.  Second, the Commission granted states additional flexibility to allow QFs to have a
fixed energy rate and provided that such state-authorized fixed energy rate can be based
on projected energy prices during the term of a QF’s contract based on the anticipated

dates of delivery.?

25 Nonregulated electric utilities implement the requirements of PURPA with respect
to themselves. An electric utility that is “nonregulated” is any electric utility other than a
“state regulated electric utility.” 16 U.S.C. 2602(9). The term “state regulated electric
utility,” in contrast, means any electric utility with respect to which a state regulatory
authority has ratemaking authority. 16 U.S.C. 2602(18). The term “state regulatory
authority,” as relevant here, means a state agency which has ratemaking authority with
respect to the sale of electric energy by an electric utility. 16 U.S.C. 2602(17).

26 The Commission has held that a LEO can take effect before a contract is
executed and may not necessarily be incorporated into a contract. JD Wind 1, LLC,
129 FERC 9 61,148, at P 25 (2009), reh’g denied, 130 FERC § 61,127 (2010) (“[A] QF,
by committing itself to sell to an electric utility, also commits the electric utility to buy
from the QF; these commitments result either in contracts or in non-contractual, but
binding, legally enforceable obligations.”). For ease of reference, however, references
herein to a contract also are intended to refer to a LEO that is not incorporated into a
contract.

27 Order No. 872, 172 FERC 9§ 61,041 at P 57.

2 1d. P 58.
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14.  Third, the Commission implemented a number of revisions intended to grant states
flexibility to set “as-available” QF energy rates based on market forces. The Commission
established a rebuttable presumption that the locational marginal price (LMP) established
in the organized electric markets defined in 18 CFR 292.309(e), (f), or (g) represents the
as-available avoided costs of energy for electric utilities located in these markets.? With
respect to QFs selling to electric utilities located outside of the organized electric markets
defined in 18 CFR 292.309(e), (), or (g), the Commission permitted states to set as-
available energy avoided cost rates at competitive prices from liquid market hubs or
calculated from a formula based on natural gas price indices and specified heat rates,
provided that the states first determine that such prices represent the purchasing electric
utilities’ energy avoided costs.>

15. The Commission granted states the flexibility to choose to adopt one or more of
these options or to continue setting QF rates under the standards long established in the

PURPA Regulations.?!

2 These are the markets operated by Midcontinent Independent System Operator,
Inc. (MISO); PJM Interconnection, L.L.C. (PJM); ISO New England Inc. (ISO-NE); New
York Independent System Operator, Inc. (NYISO); Electric Reliability Council of Texas
(ERCOT); California Independent System Operator, Inc. (CAISO); and Southwest Power
Pool, Inc. (SPP).

3% Order No. 872, 172 FERC 9§ 61,041 at P 59.

3.
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16.  Fourth, the Commission provided states the flexibility to set energy and capacity
rates pursuant to a competitive solicitation process conducted under transparent and
non-discriminatory procedures consistent with the Commission’s Allegheny standard.®
17.  Fifth, the Commission modified its “one-mile rule” for determining whether
generation facilities are considered to be at the same site for purposes of determining
qualification as a qualifying small power production facility. Specifically, the
Commission allowed electric utilities, state regulatory authorities, and other interested
parties to show that affiliated small power production facilities that use the same energy
resource and are more than one mile apart and less than 10 miles apart actually are at the
same site (with distances one mile or less apart still irrebuttably at the same site and
distances 10 miles or more apart irrebuttably at separate sites). The Commission also
allowed a small power production facility seeking QF status to provide further information
in its certification (whether a self-certification or an application for Commission
certification) or recertification (whether a self-recertification or an application for
Commission recertification) to defend preemptively against subsequent challenges, by
identifying factors affirmatively demonstrating that its facility is indeed at a separate site

from other affiliated small power production qualifying facilities. The Commission added

32 Id. P 60 (referencing Allegheny Energy Supply Co., LLC, 108 FERC 4 61,082, at
P 18 (2004) (Allegheny Energy)).



Docket Nos. RM19-15-001 and AD16-16-001 -14 -

a definition of the term “electrical generating equipment” to the PURPA Regulations to
clarify how the distance between facilities is to be calculated.®?

18.  Sixth, the Commission allowed an entity to challenge an initial self-certification or
self-recertification without being required to file a separate petition for declaratory order

and to pay the associated filing fee. However, the Commission clarified that such protests
may be made to new certifications (both self-certifications and applications for

Commission certification) but only to self-recertifications and applications for

Commission recertifications making substantive changes to the existing certification.>*

19.  Seventh, the Commission revised its regulations implementing PURPA section 210(m),
which provide for the termination of an electric utility’s obligation to purchase from a QF with
nondiscriminatory access to certain markets. Under the PURPA Regulations before the final
rule becomes effective, there is a rebuttable presumption that certain small QFs (i.e., those
below 20 MW) may not have nondiscriminatory access to such markets. The Commission
updated the rebuttable presumption threshold for small power production facilities (but not
cogeneration facilities) from 20 MW to 5 MW and revised the PURPA Regulations to provide
a nonexclusive list of examples of factors that QFs may cite to support an argument that they

lack nondiscriminatory access to such markets.®

3 1d. P 62.
3 1d. P 63.

351d. P 64.
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20.  Finally, the Commission clarified that a QF must demonstrate commercial viability
and a financial commitment to construct its facility pursuant to objective and reasonable
state-determined criteria before the QF is entitled to a contract or LEO. The Commission
prohibited states from imposing any requirements for a LEO other than a showing of
commercial viability and a financial commitment to construct the facility.3

21.  The Commission explained that these changes will enable the Commission to
continue to fulfill its statutory obligations under PURPA sections 201 and 210. The
Commission emphasized that these changes are effective prospectively for new contracts
or LEOs and for new facility certifications and recertifications filed on or after the
effective date of the final rule; the Commission stated that it does not by the final rule
permit disturbance of existing contracts or LEOs or existing facility certifications.’

22.  On August 17,2020, (1) EPSA, California Utilities, Northwest Coalition, One
Energy Enterprises, and Thomas Mattson filed timely requests for rehearing of the final
rule; (2) One Energy Enterprises, Public Interest Organizations, and Solar Energy
Industries filed timely requests for rehearing and clarification of the final rule; and

(3) California Utilities filed a timely request for clarification of the Final Rule. On

3% 1d. P 65.

371d. P 66.



Docket Nos. RM19-15-001 and AD16-16-001 -16 -

September 1, 2020, California Public Utilities Commission (California Commission) filed
an answer to California Ultilities’ request for clarification of the final rule.®®

1I. Discussion

23.  In this order, we sustain the final rule. Specifically, we either dismiss or disagree
with most arguments raised on rehearing. We also provide further clarification on

(1) states’ use of tiered avoided cost pricing; (2) states’ use of variable energy rates in QF
contracts and availability of utility avoided cost data; (3) the role of independent entities
overseeing competitive solicitations; (4) the circumstances under which a small power
production QF needs to recertify; (5) application of the rebuttable presumption of separate
sites in PURPA 210(m) proceedings; and (6) the PURPA section 210(m) rebuttable
presumption of nondiscriminatory access to markets and accompanying regulatory text, as
further discussed below.

A. Threshold Issues

1. Whether the Commission Appropriately Consulted with
Representatives of Relevant State and Federal Agencies

a. Requests for Rehearing

24.  Public Interest Organizations state that the final rule is flawed because the
Commission failed to consult with state and federal officials as required by PURPA

section 210(a).* Public Interest Organizations argue that the Commission’s actions to

38 Because California Utilities requested clarification, and not rehearing, of the final
rule, we accept California Commission’s answer to California Utilities’ request for
clarification of the final rule. See 18 CFR 385.213(a)(3).

3% Public Interest Organizations Request for Rehearing at 6, 12-14.
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hold a technical conference and invite public comments, both of which involved
participation from state and federal entities, are insufficient to meet this statutory
requirement.“? Public Interest Organizations aver that these actions satisfy the statutory
requirement to provide “notice and reasonable opportunity for interested persons
(including State and Federal agencies) to submit oral as well as written data, views, and
arguments” but that the Commission failed to satisfy what Public Interest Organizations
claim is a separate and distinct requirement: to “consult[]” with representatives of state
and federal officials.*! Public Interest Organizations argue that Congress included the
word “consultation” in the statute to connote deliberations more formal and focused than
the general notice and comment process and further assert that statutes and regulations
routinely distinguish between the two.4* Public Interest Organizations contend that this
lack of consultation has hamstrung the Commission and prevents the Commission from
crafting informed policy.*

b. Commission Determination

25.  Public Interest Organizations’ argument that the Commission failed to fulfill the
consultation provision has no merit. First, we reemphasize the participation by state

entities at the Commission’s 2016 Technical Conference. Upon the Commission’s open

W74 at 13.
M 1d. (citing 16 U.S.C. 824a-3(a)(2)).

2 Id. at 13-14 (citing 50 CFR 402.14; Cooling Water Intake Structure Coal. v.
U.S. Envtl. Prot. Agency, 905 F.3d 49, 78 (2d Cir. 2018)).

B 1d. at 14,
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invitation,* several state entities participated in that conference and filed post-conference
comments, including members of state regulatory authorities and the president of the
national association representing state commissions (NARUC).** Second, several federal
and state entities availed themselves of the opportunity to be heard via the NOPR’s notice
and comment process. More than 20 state entities, including state commissions, state
consumer advocates, state attorneys general, governors, and others, submitted comments

in response to the NOPR.4¢ In addition, NARUC submitted several filings throughout this

4 See Notice Inviting Post-Technical Conference Comments, Implementation
Issues Under the Public Utility Regulatory Policies Act of 1978, Docket No. AD16-16-
000 (Sept. 6, 2016); Supplemental Notice of Technical Conference, Implementation Issues
Under the Public Utility Regulatory Policies Act of 1978, Docket No. AD16-16-000
(Mar. 4, 2016) (announcing preliminary agenda and inviting interested speakers).

45 Connecticut Public Utilities Regulatory Authority (Connecticut Authority)
and Massachusetts Department of Public Utilities (Massachusetts DPU) Comments,
Docket No. AD16-16-000 (Nov. 7, 2016); Idaho Public Utilities Commission (Idaho
Commission) Comments, Docket No. AD16-16-000 (Nov. 7, 2016); Commissioner Paul
Kjellander, Idaho Commission Comments, Docket No. AD16-16-000 (June 29, 2016);
Commissioner Christine Raper, Idaho Commission Comments, Docket No. AD16-16-000
(June 29, 2016); Commissioner Travis Kavulla, Montana Public Service Commission
(Montana Commission) and on behalf of NARUC Comments, Docket No. AD16-16-000
(June 29, 2016).

46 Commissioner Anthony O’Donnell, Montana Commission Comments, Docket
No. RM19-15-000 (Dec. 3, 2019); Arizona Commission Comments, Docket No. RM19-
15-000 (Dec. 3, 2019); California Public Utilities Commission (California Commission)
Comments, Docket No. RM19-15-000 (Dec. 3, 2019); District of Columbia Public Service
Commission (DC Commission) Comments, Docket No. RM19-15-000 (Dec. 3, 2019);
Governor Brad Little (Idaho) Comments, Docket No. RM19-15-000 (Dec. 2, 2019); Idaho
Commission Comments, Docket No. RM19-15-000 (Dec. 3, 2019); Kentucky Public
Service Commission Comments, Docket No. RM19-15-000 (Dec. 3, 2019); Massachusetts
Attorney General Maura Healey Comments, Docket No. RM19-15-000 (Dec. 3, 2019);
Massachusetts DPU Comments, Docket No. RM19-15-000 (Dec. 3, 2019); Michigan
Public Service Commission Comments, Docket No. RM19-15-000 (Dec. 3, 2019);
Montana Commission Comments, Docket No. RM19-15-000 (Dec. 3, 2019); North
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process, and a group calling themselves State Entities—a diverse group including eight
attorneys general and two state commissions—filed a combined comment on the PURPA
NOPR; the NOPR was published in the Federal Register.*’ Third, no state or federal
entity has sought rehearing on this (or any other) basis.

26.  In sum, throughout this process, the Commission repeatedly sought information
and input from state and federal entities. As explained above, numerous state entities
submitted comments or otherwise participated in the process and other state and federal
entities had the opportunity to participate in the process. The Commission fully satisfied

its consultation obligations.

Carolina Attorney General Comments, Docket No. RM19-15-000 (Dec. 3, 2019); North
Carolina Public Service Commission Public Staff Comments, Docket No. RM19-15-000
(Dec. 3, 2019); Nebraska Power Review Board Comments, Docket No. RM19-15-000
(Nov. 22,, 2019); Ohio Consumers Counsel Comments, Docket No. RM19-15-000

(Dec. 3, 2019); Oregon Public Utility Commission Comments, Docket No. RM19-15-000
(Dec. 3, 2019); Pennsylvania Public Utility Commission Comments, Docket No. RM19-
15-000 (Dec. 3, 2019); Public Utility Commission of Ohio Federal Energy Advocate
Comments, Docket No. RM19-15-000 (Dec. 3, 2019); South Dakota Public Utilities
Commission Comments, Docket No. RM19-15-000 (Dec. 3, 2019).

47 State Entities Comments, Docket No. RM19-15-000 (Dec. 3, 2019) (filed on
behalf of Massachusetts Attorney General, Delaware Attorney General, District of
Columbia Attorney General, Maryland Attorney General, Michigan Attorney General,
New Jersey Attorney General, North Carolina Attorney General, Oregon Attorney
General, New Jersey Board of Public Utilities, Rhode Island Division of Public Utilities
and Carriers); NARUC Comments, Docket No. RM19-15-000 (Dec. 3, 2019); NARUC
Supplemental Comments, Docket No. AD16-16-000 (Oct. 17, 2018); see also NOPR,
168 FERC 9 61,184, (NOPR published in Federal Register).
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2. Whether the PURPA Regulations Continue to Encourage QF's

a. Requests for Rehearing

27.  Solar Energy Industries and Public Interest Organizations state that the
Commission is required under PURPA section 210 to apply its regulations in a manner
that encourages QFs and that it has failed to do so.*

28.  Solar Energy Industries argue that, in the final rule, the Commission failed to meet
this statutory requirement in the following ways:

(1) terminating a Qualifying Facility’s right to elect a long-
term energy rate when delivering energy under a long-term
contract; (2) revising the long-standing regulations providing
that a Qualifying Facility is not “at the same site” so long as
the facilities are located more than one mile apart; and

(3) allowing utilities within the boundaries of [Regional
Transmission Organization or an Independent System
Operator (RTO/ISO)] to seek a waiver of the [obligation] to
purchase from small power production Qualifying Facilities
larger than 5 MW despite the fact that few, if any, of such
facilities have meaningful access to organized wholesale
markets.*

29.  Solar Energy Industries claim that the Commission’s assertion that the final rule
“continue[s] to encourage the development of QFs consistent with PURPA” is
unsupported by the record and erroneous.>® Solar Energy Industries argue that requiring

utilities to interconnect with QFs and allowing QFs to purchase station power services is

8 Pyblic Interest Organizations Request for Rehearing at 8, 43-60; Solar Energy
Industries Request for Rehearing and/or Clarification at 2-4, 4-6, 8-9, 42-45.

4 Solar Energy Industries Rehearing Request at 4, 8-9.

S0 Jd. at 6 (citing Order No. 872, 172 FERC 9 61,041 at P 78).
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not new and is part and parcel of a utility’s obligation to provide open access service
today.?! Solar Energy Industries add that maintaining existing exemptions from the FPA
and similar state and federal regulations is not helpful because other rule changes serve as
severe obstructions to QF development in the first place.

30.  Public Interest Organizations assert that the Commission incorrectly framed this
issue as a set of false choices between encouraging QFs or violating statutory limits and
encouraging QFs or never modifying its 1980 regulations.> Public Interest Organizations
argue that the Commission has inappropriately focused on whether the final rule
eliminates all encouragement, rather than whether the final rule advances the goal of
encouraging QFs in comparison to a suite of alternatives that could be more favorable to
QFs. Public Interest Organizations add that the Commission must give effect to every
relevant clause and use the significant space between encouraging and exceeding other
statutory mandates, rather than following the conclusion in the final rule that PURPA
itself limits the extent to which PURPA Regulations can encourage QFs, which would
create a false dichotomy between meeting the mandate that QFs be encouraged and
violating Congressionally defined limits.™

31.  Public Interest Organizations contend that the Commission is acting arbitrarily and

capriciously because the record fails to support the Commission’s claim that the changes

d.
52 Public Interest Organizations Request for Rehearing at 43-45.

33 Id. at 44-46 (citing Order No. 872, 172 FERC § 61,041 at P 72).
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in the final rule encourage QFs.>* Public Interest Organizations point to the
Commission’s statements in the final rule that these revisions will “lower payments from
certain electric utilities to certain QFs,” will result in additional filing burdens, and may
result in more protests being filed in opposition to QF filings.® Public Interest
Organizations argue that the Commission implicitly admitted that the majority of the
changes do not encourage QF development when the Commission stated that “several of
the changes” in the final rule provide encouragement.>®

32.  Public Interest Organizations argue that the final rule is not the product of reasoned
decision-making because the Commission’s assertions that these revisions encourage QFs
are insufficient, even if true.%’ Public Interest Organizations state that in Order No. 69 the
Commission identified three major obstacles and crafted its rules to address these barriers.
Public Interest Organizations aver that, in contrast, the Commission conducted no such

inquiry here to identify whether those barriers persist or new ones exist.

S 1d. at 46-60.
55 Id. at 46 (citing Order No. 872, 172 FERC 9 61,041 at PP 553, 584, 587, 746).
% Jd. at 46-47 (citing Order No. 872, 172 FERC 9§ 61,041 at P 78).

T Id. at 48-49 (citing Small Power Production and Cogeneration Facilities;
Regulations Implementing Section 210 of the Public Utility Regulatory Policies Act of
1978, Order No. 69, 45 FR 12214 (Feb. 25,1980), FERC Stats. & Regs. 9 30,128,
at 30,863 (cross-referenced 10 FERC 9§ 61,150), order on reh’g, Order No. 69-A,

45 FR 33958 (May 21, 1980), FERC Stats. & Regs. 4 30,160 (1980) (cross-referenced at
11 FERC 4 61,166), aff’d in part & vacated in part sub nom. Am. Elec. Power Serv. Corp.
v. FERC, 675 F.2d 1226 (D.C. Cir. 1982), rev’d in part sub nom. Am. Paper Inst., Inc. v.
Am. Elec. Power Serv. Corp., 461 U.S. 402 (1983) (4PI)).

3 1d.
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33.  Public Interest Organizations claim that the Commission ignored evidence in the
record.” Public Interest Organizations state that the Commission dismissed as beyond the
scope of the rulemaking evidence that the PURPA Regulations in place since 1980 fail to
encourage QFs, yet at the same time rely on the strength of those rules to support its claim
that the PURPA Regulations continue to encourage QFs.® Public Interest Organizations
argue that the Commission avoided consideration of this evidence by making the
following three claims: (1) relaxing some standards may actually induce some states to
more robustly implement the rules; (2) evidence claiming that existing rules fail to
encourage QF development should be dismissed as overstated; and (3) any lack of
implementation of PURPA speaks to states’ failures to implement, rather than gaps in the
PURPA Regulations themselves. !

34.  Public Interest Organizations argue that examples of the Commission’s failure to
fully consider the record were that one of the commenters described the amendments to
the Public Utility Holding Company Act of 1935 (PUHCA) in 2005 that effectively
repealed that statute and that interconnection procedures stymie QF development. Public
Interest Organizations argue that the Commission did not sufficiently consider this

information in the record and, if it had, it would not have mistakenly asserted that related

¥ Id. at 49-57.
60 Jd. at 49.

1 7d. at 49-50 (citing Order No. 872, 172 FERC 9 61,041 at PP 43-46).
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regulatory exemptions provided in the 1980 rules are sufficient to encourage QF
development. 52

35.  Public Interest Organizations contend that, because the Commission explicitly
considered broad changes from Order No. 69 and addressed a broad range of topics in the
final rule, the Commission improperly excluded consideration of evidence of barriers
faced by QFs when it found that such evidence is outside the scope of this proceeding.®
36.  Public Interest Organizations argue that the Commission was misguided in its
reliance on U.S. Energy Information Administration (EIA) data showing that some states
with the highest rates of QF penetration are located in non-RTO regions to support the
claim that evidence of barriers to QFs in such regions are overblown.** Public Interest
Organizations aver that three states (North Carolina, Idaho, and Utah) skew the data with
successful outcomes for QFs, while PURPA remains largely irrelevant in the 47 other
states. Public Interest Organizations add that reliance even on these three states is in error
because these states saw significant QF penetration due to long-term fixed energy rates,

which the Commission is now no longer requiring, claiming that, even in Idaho, barriers

have since been erected with a subsequent cessation in QF development. %S

62 Jd. at 51-52 (citing Harvard Electricity Law Initiative (Harvard Electricity Law)
Comments, Docket No. RM19-15-000, at 19-21 (Dec. 3, 2019); Solar Energy Industries
Supplemental Comments, Docket No. AD16-16-000, at 16 (Aug. 28, 2019)).

63 14 at 52-53.
% 1d at 53.

%5 Id. at 54.
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37.  Public Interest Organizations assert that the Commission inappropriately dismissed
barriers to QF development as matters only relevant to state implementation or PURPA
enforcement dockets.%® Public Interest Organizations add that the Commission’s claim
that more relaxed standards will lead to more robust state implementation is speculative,
internally contradictory, and ignores relevant evidence.®’

38.  Public Interest Organizations argue that, even if the Commission properly
considered the full record, the Commission’s finding that the revised rules encourage QFs
is arbitrary and capricious.%® Public Interest Organizations restate their concern that
providing more flexibility will not lead to more robust PURPA implementation by states.
Public Interest Organizations contend that the changes adopted in the final rule
overwhelmingly cut in favor of utilities and against encouraging QFs and that none of the
revisions require regulators to strengthen incentives or eliminate burdens on QF
development.® Public Interest Organizations aver that these changes amount to lowering
the federal floor, therefore reducing QF bargaining power, even if state regulators
implement the rules in good faith. Public Interest Organizations add that, contrary to the

Commission’s assertions in the final rule, leaving intact the requirement for full avoided

66 74 at 55.
7 Id. at 56.
%8 14 at 57.

6 Id. at 58-59.
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costs is insufficient to continue to encourage QFs, especially in the face of new barriers
erected by the final rule.”

b. Commission Determination

39.  Contrary to claims that the PURPA Regulations as revised do not encourage QFs,
the PURPA Regulations as revised in the final rule continue as a whole to encourage the
development of QFs consistent with the statutory limits on such encouragement, as
explained below.”

40.  Public Interest Organizations improperly frame the encouragement analysis. In
Public Interest Organizations’ view, the encouragement standard should be analyzed on
the basis that a revision is inadequate in encouraging QFs if there exist alternative
revisions that are more favorable to QFs.” We reject this premise. PURPA requires the
Commission’s regulations to encourage QFs, but that is not all that PURPA says. PURPA

also requires that the Commission prescribe no rule requiring that states set payments to

™ Id. at 59-60.

! In subsequent sections of this order, we address Solar Energy Industries’
concerns that the PURPA Regulations, as revised, fail to encourage QFs due to the
specific revisions (1) allowing states to set avoided energy costs using variable energy
rates; (2) expanding the one-mile rule; and (3) lowering the threshold for presumptive
nondiscriminatory access for facilities in competitive wholesale markets from 20 MW to
5 MW. See infra sections I11.B.4, II1.C, and IIL.F.

72 See Public Interest Organizations Request for Rehearing at 46 (footnote omitted)
(“There is significant space provided within the confines of the limitations Congress
established to encourage QFs. FERC’s reasoning that because it cannot encourage QFs by
exceeding the bounds set by Congress it need not fully encourage QFs within the bounds
of the statute fails to give effect to Congress’ command to encourage QFs. The
Commission can, and must, issue rules that support QF development while complying
with the other statutory requirements and limits on the form of that support.”).
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QFs that exceed avoided costs and PURPA requires that qualifying small power
production facilities do not exceed 80 MW. Furthermore, in the final rule, the
Commission strikes a balance among the interests of a// relevant stakeholders, including
not just the selling QFs, but also the purchasing electric utilities and, moreover,
consumers, consistent with PURPA.

41. Regarding QF rates, the final rule provides states further flexibility to better enable
states to implement PURPA’s statutory obligation that QF rates not exceed the purchasing
electric utility’s avoided costs. We acknowledge that different states have implemented
PURPA differently, but such differences are not prohibited by the statute. If parties
believe that a state has failed to implement the PURPA Regulations consistent with their
terms, then these parties may bring an enforcement petition before the Commission or
other fora.”® But just because parties are unsatisfied with some states’ implementation of
PURPA to date’™ does not preclude the Commission from making the revisions to its
PURPA Regulations adopted in the final rule.

42.  In the final rule, the Commission complied with PURPA’s requirement that rates not
exceed avoided costs by, for example, allowing states to implement variable avoided cost

energy rates if they so choose.” The Commission also continued to fulfill its obligation

3 Order No. 872, 172 FERC 4 61,041 at P 359 (citing Policy Statement Regarding
the Commission’s Enforcement Role Under Section 210 of the Public Utility Regulatory
Policies Act of 1978, 23 FERC q 61,304 (1983)).

74 See Public Interest Organizations Request for Rehearing at 37-39.

75 Order No. 872, 172 FERC § 61,041 at PP 232-360.
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under PURPA to encourage the development of QFs. Specifically, with the additions from
the final rule, the PURPA Regulations continue to encourage QFs by combining elements
that include, among other things: (1) providing the potential for increased transparency of
avoided cost determinations under competitive solicitations or competitive market prices;
(2) continuing to provide the ability for QFs to be exempt from most of the provisions of
the FPA and PUHCA and certain state laws and regulations; (3) continuing to grant QFs
special rights to supplementary and backup power; (4) providing extra benefits and rights
for QFs 5 MW or smaller and especially those smaller than 100 kW; and (5) clarifying that
states may only impose objective and reasonable criteria, limited to demonstrating
commercial viability and financial commitment, as prerequisites to QF LEO formation
that states may impose, which ensures that the purchasing utility does not unilaterally and
unreasonably decide when its obligation arises.”® These elements of the PURPA
Regulations, among others, will continue to provide rules that, as a whole, encourage QF
development.

43.  We disagree with Public Interest Organizations’ assertion that there is insufficient
evidence to support the Commission’s conclusion that providing more flexibility to states
may better enable states to encourage QF development. As one example, Idaho State
Commissioner, Kristine Raper, stated during the 2016 Technical Conference that “[s]tate

Commissions do not have enough tools in the toolbox” and that this lack of flexibility

76 In addition, the Commission in Order No. 872 kept intact the regulations issued
to overcome the barriers to QFs identified in Order No. 69. Order No. 69, FERC Stats. &
Regs. 930,128 at 30,863; see also Order No. 872, 172 FERC 4 61,041 at PP 10, 28-41, 78.
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caused Idaho to amend its regulations to award only two-year standard contracts for QFs,
rather than twenty-year standard contracts with periodic updates to the avoided cost rate.”’
Therefore, it was reasonable for the Commission to conclude that the new flexibility
granted by the final rule may lead states to lengthen the contract period, which could
encourage QF development. Additionally, the new competitive market price options
should be less burdensome for all involved, compared to the administrative determination
of avoided cost rates, because the new options rely on transparent, publicly available
competitive prices or transparent and non-discriminatory competitive solicitations.”® QFs
may spend less time and money pursuing their interests in a competitive market price
environment than they previously did in the administrative determination process.

Finally, to the extent energy prices rise at some point in the future, QFs with variable rates
would necessarily benefit.

44.  We disagree with Public Interest Organizations’ claim that the Commission has
failed to adequately consider the evidence that states have achieved various levels of
PURPA implementation. Public Interest Organizations have overly relied on the

examples of North Carolina, Idaho, and Utah, which they contend have unusually high

levels of QF development. We are committed to promoting PURPA’s central feature of

T Technical Conference Tr. at 143-44 (Commissioner Kristine Raper, Idaho
Commission).

78 See Order No. 872, 172 FERC 9 61,041 at PP 30-32.
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cooperative federalism.” In the final rule, the Commission provided states further
flexibility to implement this statutory obligation as most appropriate and consistent with
the terms of the statute.

45.  We disagree with Public Interest Organizations that retaining the exemption from
PUHCA is unimportant or that PUHCA has been repealed. While now more focused on
record-keeping obligations,®® PUHCA remains a regulatory obligation for entities,
including entities that seek QF status retroactively. By granting QFs retroactive status
when they had not yet certified but should have done so previously, the Commission has
relieved those entities of PUHCA’s record-keeping obligations (similar to other federal
and state exemptions), thereby further encouraging the development of QFs.3! Similarly,
contrary to Public Interest Organizations’ request for rehearing, alleged deficiencies in
state-administered QF interconnection procedures are not within the scope of this

rulemaking.

™ See FERC v. Miss., 456 U.S. 742, 767 (1982) (internal quotations omitted)
(stating that PURPA is a “program of cooperative federalism that allows the States, within
limits established by federal minimum standards, to enact and administer their own
regulatory programs, structured to meet their own particular needs”).

80 See 18 CFR 366.3(a)(1).

81 See, e.g., GRE 314 East Lyme LLC, 171 FERC § 61,199 (2020); Branch Street
Solar Partners, LLC, 169 FERC 4 61,269 (2019); Zeeland Farm Servs., Inc., 163 FERC
161,115 (2018); Minwind I, 149 FERC 4 61,109 (2014); Beaver Falls Mun. Auth.,
149 FERC 9 61,108 (2014).
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B. QF Rates
1. Overview

46. PURPA requires the Commission to promulgate rules to be implemented by the
states that “shall insure” that the rates electric utilities pay for purchases of electric energy
from QFs meet the statutory criteria, including that “[n]Jo such rule . . . shall provide for a
rate which exceeds” the purchasing utility’s “incremental cost . . . of alternative electric
energy.”? Under PURPA, such rates must (1) be just and reasonable to the electric
consumers of the electric utility and in the public interest; (2) not discriminate against
qualifying cogenerators or qualifying small power producers;® and, as noted above,
(3) not exceed “the incremental cost to the electric utility of alternative electric energy,”*
which is “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.”® The “incremental cost to the electric utility of alternative electric

energy” referred to in prong (3) above, which sets out a statutory upper bound on a QF

rate, has been consistently referred to by the Commission and industry by the short-hand

% 16 U.S.C. 824a-3(b).

816 U.S.C. 824a-3(b)(1)-(2).

8416 U.S.C. 824a-3(b).

8516 U.S.C. 824a-3(d) (emphasis added).
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phrase “avoided cost,”36

although the term “avoided cost” itself does not appear in
PURPA.

47.  In addition, the PURPA Regulations in effect before the final rule provide a QF
two options for how to sell its power to an electric utility. The QF could choose to sell as
much of its energy as it chooses when the energy becomes available, with the rate for the
sale calculated at the time of delivery (frequently referred to as a so-called ““as-available”

sale).%

Alternatively, the QF could choose to sell pursuant to a LEO (such as a contract)
over a specified term.38
48.  If the QF chooses to sell under the second option, the PURPA Regulations in effect

before the final rule provide the QF the further option of receiving, in terms of pricing,

either: (1) the purchasing electric utility’s avoided cost calculated at the time of

86 See 18 CFR 292.101(b)(6) (defining avoided costs in relation to the statutory
terms); see also Order No. 69, FERC Stats. & Regs. 30,128 at 30,865 (“This definition is
derived from the concept of ‘the incremental cost to the electric utility of alternative
electric energy’ set forth in section 210(d) of PURPA. It includes both the fixed and the
running costs on an electric utility system which can be avoided by obtaining energy or
capacity from qualifying facilities.”).

87 18 CFR 292.304(d)(1).

88 18 CFR 292.304(d)(2)(i)-(ii); see also FLS Energy, Inc., 157 FERC § 61,211, at
P 21 (2016) (FLS) (citing 18 CFR 292.304(d)). The LEO or contract is frequently referred
to as a long-term transaction, when contrasted with an “as available” sale and rate.
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delivery;% or (2) the purchasing electric utility’s avoided cost calculated and fixed at the
time the LEO is incurred.”

49.  In implementing the PURPA Regulations, the Commission recognized that a
contract with avoided costs calculated at the time a LEO is incurred could exceed the
electric utility’s avoided costs at the time of delivery in the future, thereby seemingly
violating PURPA’s requirement that QFs not be paid more than an electric utility’s
avoided costs. The Commission reasoned, however, that the fixed avoided cost rate might
also turn out to be lower than the electric utility’s avoided costs over the course of the
contract and that, “in the long run, ‘overestimations’ and ‘underestimations’ of avoided
costs will balance out.”®! The Commission’s justification for allowing QFs to fix their
rate at the time of the LEO for the entire life of the contract was that fixing the rate

provides “certainty with regard to return on investment in new technologies.”*?

% 18 CFR 292.304(d)(2)(i).

018 CFR 292.304(d)(2)(ii). Rates calculated at the time of a LEO (for example, a
contract) do not violate the requirement that the rates not exceed avoided costs if they
differ from avoided costs at the time of delivery. 18 CFR 292.304(b)(5).

°1 Order No. 69, FERC Stats. & Regs. 9 30,128 at 30,880; see also 18 CFR
292.304(b)(5) (“In the case in which the rates for purchases are based upon estimates of
avoided costs over the specific term of the contract or other legally enforceable obligation,
the rates for such purchases do not violate this subpart if the rates for such purchases differ
from avoided costs at the time of delivery.”); Entergy Servs., Inc., 137 FERC § 61,199, at
P 56 (2011) (“Many avoided cost rates are calculated on an average or composite basis,
and already reflect the variations in the value of the purchase in the lower overall rate. In
such circumstances, the utility is already compensated, through the lower rate it generally
pays for unscheduled QF energy, for any periods during which it purchases unscheduled
QF energy even though that energy’s value is lower than the true avoided cost.”).

°2 Order No. 69, FERC Stats. & Regs. 9 30,128 at 30,880.
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50.

In the NOPR, the Commission proposed to revise its PURPA Regulations to permit

states to incorporate competitive market forces in setting QF rates. Specifically, the

Commission proposed to revise its PURPA Regulations with regard to QF rates to provide

states with the flexibility to:

51.

Require that “as-available” QF energy rates paid by electric utilities located in
RTO/ISO markets be based on the market’s LMP, or similar energy price derived
by the market, in effect at the time the energy is delivered.

Require that “as-available” QF energy rates paid by electric utilities located outside
of RTO/ISO markets be based on competitive prices determined by (1) liquid
market hub energy prices, or (2) formula rates based on observed natural gas prices
and a specified heat rate.

Require that energy rates under QF contracts and LEOs be based on as-available
energy rates determined at the time of delivery rather than being fixed for the term
of the contract or LEO.

Implement an alternative approach of requiring that the fixed energy rate be
calculated based on estimates of the present value of the stream of revenue flows of
future LMPs or other acceptable as-available energy rates at the time of delivery.

Require that energy and/or capacity rates be determined through a competitive
solicitation process, such as a request for proposals (RFP), with processes designed
to ensure that the competitive solicitation is performed in a transparent, non-
discriminatory fashion.”

Although the Commission proposed to modify how the states are permitted to

calculate avoided costs, it did not propose to terminate the requirement that the states

continue to calculate, and to set QF rates at, such avoided costs.**

% NOPR, 168 FERC 9 61,184 at PP 32-33.

%4 Order No. 872, 172 FERC 9§ 61,041 at P 101.
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52.  In the final rule, the Commission adopted these proposals, with certain
modifications.

2. LMP as a Permissible Rate for Certain As-Available Avoided
Cost Rates

53.  In the final rule, the Commission revised 18 CFR 292.304 to add subsections (b)(6)
and (e)(1). In combination, these subsections permit a state the flexibility to set the as-
available energy rate paid to a QF by an electric utility located in an RTO/ISO at LMPs
calculated at the time of delivery.®

54.  The Commission adopted with one modification the NOPR proposal to allow LMP
to be used as a measure of as-available energy avoided costs for electric utilities located in
RTO/ISO markets.*

55.  The Commission found that (1) LMPs reflect the true marginal cost of production
of energy, taking into account all physical system constraints; (2) these prices would fully
compensate all resources for their variable cost of providing service; (3) LMP prices are
designed to reflect the least-cost of meeting an incremental megawatt-hour of demand at
each location on the grid, and thus prices vary based on location and time; and (4) unlike
average system-wide cost measures of the avoided energy cost used by many states, LMP

should provide a more accurate measure of the varying actual avoided energy costs, hour

%5 Id. P 124.

% Jd. P 151.
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by hour, for each receipt point on an electric utility’s system where the utility receives
power from QFs.”’

56.  The Commission recognized that an LMP selected by a state to set a purchasing
utility’s avoided energy cost component might not always reflect a purchasing utility’s
actual avoided energy costs. Accordingly, the Commission found that it is appropriate to
modify the option for a state to set avoided energy costs using LMP from a per se
appropriate measure of avoided cost to a rebuttable presumption that LMP is an
appropriate means to determine avoided cost.?®

57.  The Commission disagreed with the arguments made by Union of Concerned
Scientists,” NIPPC, CREA, REC, and OSEIA,'® and Public Interest Organizations!"! that
LMP should not be used as a measure of avoided energy costs because LMP prices are

depressed in many markets where self-scheduling rights and state cost-recovery

%7 See id. P 153 (citing NOPR, 168 FERC 9 61,184 at PP 44-45 (citing SMUD,
616 F.3d at 524; FERC v. Elec. Power Supply Ass’n, 136 S. Ct. at 768-69 (describing how
LMP is typically calculated); Offer Caps in Markets Operated by Regional Transmission
Organizations and Independent System Operators, Order No. 831, 81 FR 87770 (Dec. 5
2016), 157 FERC 61,115, at P 7 (2016), order on reh’g and clarification, Order
No. 831-A, 82 FR 53403 (Nov. 16, 2017), 161 FERC § 61,156 (2017))).

% 1d. P 152.

%9 Union of Concerned Scientists Comments, Docket No. RM19-15-000, at 3-8
(Nov. 15, 2019).

100 NTPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-15-000, at 52
(Dec. 3,2019).

101 pyblic Interest Organizations Comments, Docket No. RM19-15-000, at 52-64
(Dec. 3, 2019).
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mechanisms for fuel and operating costs create the opportunity for market participation at
a loss. The Commission recognized that, all other things being equal, self-scheduling of
resources may impact market clearing prices. The Commission found that this potential
price effect, however, does not mean that the LMP is not an accurate measure of avoided
energy costs. The Commission stated that, while self-scheduling or other factors may
impact LMPs, in any case, an electric utility’s purchases during periods when these price
impacts are occurring would be made at the resulting LMPs, whatever those LMPs may
be. Therefore, the Commission found that LMPs meet the Commission’s long-standing
definition of avoided costs for a purchasing electric utility, even if they happen to reflect
price impacts from self-scheduling or other factors.!"?

58.  The Commission rejected the related request for clarification made by Solar Energy
Industries,'® i.e., that the flexibility to set QF payments for as-available energy at the
applicable LMP should require an on-the-record determination that the purchasing utility
procures incremental energy from the identified LMP market at those prices. The
Commission found that, unless an aggrieved entity seeks to rebut this presumption in a

state avoided cost adjudication, rulemaking, legislative determination, or other

192 Order No. 872, 172 FERC Y 61,041 at PP 155-56.

103 Solar Energy Industries Comments, Docket No. RM19-15-000, at 27-28
(Dec. 3, 2019).
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proceeding, that state would not need to make such an on-the-record determination before
it decides to use LMP.'*

59.  The Commission rejected the arguments made by NIPPC, CREA, REC, and
OSEIA that, more generally, prices for long-term QF contracts should be set by reference
to long-term price indices or other indicators that genuinely reflect the long-term costs of
generation avoided by the purchasing utility.!% The Commission stated that it only
addressed as-available energy and as-available energy prices by definition are short

term. 196

a. Requests for Rehearing

60.  Public Interest Organizations argue that it was erroneous for the Commission to
make a “rebuttable presumption” that the state or nonregulated utility can use the LMP as
“a rate for as-available qualifying facility energy sales to electric utilities located in a
market defined in [18 CFR] 292.309(e), (f), or (g).”!"” Public Interest Organizations claim
that the Commission acted contrary to precedent that limits an administrative agency’s
authority to establish presumptions by creating a rebuttable presumption that LMP is the

avoided cost price “for as-available qualifying facility energy sales to electric utilities

1% Order No. 872, 172 FERC 4 61,041 at P 158.

105 NIPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-15-000, at 53
(Dec. 3, 2019).

196 Order No. 872, 172 FERC ¥ 61,041 at P 160.

197 public Interest Organizations Request for Rehearing at 60-72 (citing
18 CFR 292.304(b)(6)).
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located in” an organized market.'® Public Interest Organizations claim that the
presumption unlawfully shifts the burden under the statute and is not based on record
evidence showing that avoided cost energy prices are necessarily the same as the LMP,
adding that there are no alternative explanations for a utility ever to incur energy prices
that exceed the LMP.!%

61.  Public Interest Organizations argue that, because the final rule stated that “an LMP
selected by a state to set a purchasing utility’s avoided energy cost component might not
always reflect a purchasing utility’s actual avoided energy costs,” the Commission cannot
make the necessary finding under the statute that the LMP is, per se, the full avoided
energy cost.!!® Public Interest Organizations contend that, to create the LMP presumption
lawfully, the Commission must have substantial record evidence showing that “a sound
and rational connection between” the LMP and the full avoided cost of each utility (as
necessary to ensure full encouragement and nondiscrimination) is “so probable that it is
sensible and timesaving to assume” it unless disproven, arguing that there are no

alternative explanations for a conclusion contrary to the presumption.'! Public Interest

108 74 at 62.
109 77
110 /4 at 64 (citing Order No. 872, 172 FERC q 61,041 at P 52).

77 at 66 (citing Cablevision Sys. Corp. v. FCC, 649 F.3d 695, 716 (D.C. Cir.
2011) (Cablevision); Nat’l Mining Ass 'n v. Dep’t of Interior, 177 F.3d 1, 6 (D.C.
Cir. 1999)); Sec’y of Labor v. Keystone Coal Min. Corp., 151 F.3d 1096, 1100-01
(D.C. Cir. 1999)).
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Organizations maintain that the record contains numerous examples of instances in which
a utility in an organized market incurs costs greater than the LMP.!!2

62.  Public Interest Organizations claim that the Commission relies on an implicit and
absolute connection between price and cost by repeatedly conflating the cost to buy in the
day ahead market with the cost of energy to the utility."® Public Interest Organizations
maintain that, even when a utility is simultaneously selling into and buying energy from
the day ahead market, the utility’s costs for energy are the higher of the market price or
the cost to produce or procure the power it sells into the market. Public Interest
Organizations refer for example to a utility that dispatches its own generation at
$35/MWh, sells into the market at $20/MWh, and then buys back at $20/MWh to meet
load; the LMP price is $20, but the cost to the utility for energy is $35.1!4

b. Commission Determination

63.  We reject the arguments against establishing the rebuttable presumption that LMP
reflects avoided costs for as-available energy. We disagree with Public Interest
Organizations that the relevant precedent prohibits establishing a rebuttable presumption.
Indeed, the courts have made clear that “[u]nder the APA, agencies may adopt evidentiary

presumptions provided that the presumptions (1) shift the burden of production and not

12 77 at 68 & n.200 (citing Public Interest Organizations Comments, Docket
No. RM19-15-000, at 47-54 (Dec. 3, 2019)).

3 7d. at 69.

14 74 at 69-72.
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the burden of persuasion . . . and (2) are rational.”!"> The final rule did not shift the
burden of persuasion, only the burden of production. We emphasize that LMP typically
reflects a purchasing utility’s actual avoided energy costs.!!6

64. However, we also acknowledged in the final rule that there may be instances when
LMP does not reflect a purchasing utility’s avoided cost and that is why the Commission
allowed the presumption to be challenged. Requiring an entity challenging the state’s use
of the presumption in the first instance to show why the state was wrong does not negate
the legal requirement that, unless the parties agree to another rate, the rates for purchases
in a QF contract must equal a purchasing utility’s avoided costs. If so challenged, a state
would need to address the challenging entity’s arguments in order to demonstrate that
LMP represents the purchasing utility’s avoided costs. Therefore, the Commission did not
change the burden of persuasion.!'” Moreover, in the final rule, the Commission
appropriately established a rebuttable presumption to frame how it (and, potentially,
reviewing courts) would evaluate challenges to states setting avoided costs at LMP.!!3

65.  We also disagree with Public Interest Organizations’ assertion that the Commission

failed to provide adequate support for why the presumption is rational in organized

1S See Cablevision, 649 F.3d at 716 (citing 5 U.S.C. 556(d)).
116 See Order No. 872, 172 FERC 9 61,041 at PP 153, 156.
17 See id. P 152.

118 See AFPA v. FERC, 550 F.3d at 1183 (permitting Commission to establish
rebuttable presumption via rulemaking rather than case-by-case adjudication in PURPA
section 210(m) context).
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markets. As explained in the final rule, the Commission relied on a variety of supporting
facts, including the fact that LMP definitionally reflects the true marginal cost of
production of energy, taking into account physical system constraints, and other listed
benefits of LMP."® Because LMP is likely to reflect the true marginal cost of energy in
the vast majority of cases for the reasons discussed in the final rule, it is “so probable that
it is sensible and timesaving to assume”!?® that LMP for a particular utility is an
appropriate measure of the utility’s avoided costs for as-available energy, unless disproven
in a particular case. We leave open for specific cases to determine the appropriateness of
using a particular LMP such that a QF could rebut the presumption that LMP is
appropriate.'?! Regarding Public Interest Organizations’ claims that numerous examples

in the record support their argument that utilities often incur costs greater than the LMP,

1% Order No. 872, 172 FERC 4 61,041 at P 153 (finding that “(1) LMPs reflect the
true marginal cost of production of energy, taking into account all physical system
constraints; (2) these prices would fully compensate all resources for their variable cost of
providing service; (3) LMP prices are designed to reflect the least-cost of meeting an
incremental megawatt-hour of demand at each location on the grid, and thus prices vary
based on location and time; and (4) unlike average system-wide cost measures of the avoided
energy cost used by many states, LMP should provide a more accurate measure of the
varying actual avoided energy costs, hour by hour, for each receipt point on an electric
utility’s system where the utility receives power from QFs”) (citing NOPR, 168 FERC
9 61,184 at PP 4445 (citing FERC v. Elec. Power Supply Ass'n, 136 S. Ct. 760, 768—69
(2016) (describing how LMP is typically calculated); Sacramento Mun. Util. Dist. v. FERC,
616 F.3d 520, 524 (D.C. Cir. 2010); Order No. 831, 157 FERC 4 61,115 at P 7).

120 Nat’l Mining Ass’n v. U.S. Dep 't of Interior, 177 F.3d at 6.

121 See Order No. 872, 172 FERC q 61,041 at PP 155-71 (discussing why LMP is
presumptively an appropriate measure of avoided energy costs even if in particular
circumstances it is not appropriate).
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we disagree. Public Interest Organizations’ assertion is based on the evidence of self-
scheduling they supplied in NOPR comments, and their assertion that this self-scheduling
behavior is enabled by out-of-market subsidization through retail rate cost recovery.'??
However, Public Interest Organizations have provided no proof that such out-of-market
subsidization takes place and there are legitimate reasons for self-scheduling that are
consistent with rational market participant behavior. For example, generation units with
start-up and shut-down sequences longer than a single market commitment period may
decide to self-schedule at a loss in one period in order to earn profits in other periods that
they expect to exceed the temporary loss. Absent proof that retail rate subsidization is the
dominant driver for self-scheduling behavior, there is little evidence in the record that
purchasing utilities often incur costs greater than the LMP. Nevertheless, entities may
seek to rebut the presumption if, for example, the RTO/ISO market is affected by
persistent price distortions that are not the result of legitimate market participant behavior
(such as persistent self-scheduling at a loss that is proven to be the result of out-of-market
subsidization, and thus demonstrates that the utility regularly incurs costs that exceed

LMP).

122 See Public Interest Organizations Request for Rehearing at 71 (footnote omitted)
(citing Public Interest Organizations Comments, Docket No. RM19-15-000, at 46-55
(Dec. 3, 2019)) (“[E]ven utilities that operate in organized markets acquire energy outside
of the day ahead market or produce energy at variable costs that exceed the market price
and sell at a loss to the day ahead market. Price suppression is thus one indicator of the
larger problem that the day ahead market is not reflecting the actual cost of energy supply
to utilities, which belies FERC’s assumption that the LMP reflects all utilities’ actual cost
for all marginal energy.”).
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3. Tiered Avoided Cost Rates

a. Request for Clarification

66.  California Utilities request that the Commission clarify that it is no longer the
Commission’s policy or intent to permit states to subsidize QFs by the use of “tiered”
avoided costs.!?® California Utilities request that the Commission find that avoided cost
rates may not be based only on the costs of a subset of facilities from which a state has
mandated purchases or only on facilities that meet state-determined characteristics such as
the facilities’ use of a renewable fuel. As such, California Utilities further request that the
Commission find that the United States Court of Appeals for the Ninth Circuit decision in
CARE v. CPUC™* as well as certain aspects of the Commission’s orders'? are no longer
valid precedent.

67.  According to California Utilities, Commission precedent on avoided costs for tiered

resources is as follows for the following periods:!2¢

1978-2010: All resources must be used to set avoided costs. %’

2010-2019: States were permitted to adopt tiered avoided costs based on the

123 California Utilities Motion for Clarification at 1-2.

124 Californians for Renewable Energy v. Cal. Pub. Utils. Comm’n, 922 F.3d 929
(9th Cir. 2019) (CARE v. CPUC).

125 Cal. Pub. Utils. Comm’n, 133 FERC 9 61,059 (2010) (CPUC 2010),
clarification and reh’g denied, 134 FERC 4 61,044 (2011) (CPUC 2011).

126 California Utilities Motion for Clarification at 3-8.

127 1d. at 3 (citing S. Cal. Edison Co., 70 FERC 9 61,215 (CPUC 1995 1),
reconsideration denied, 71 FERC 4 61,269 (1995) (CPUC 1995 1I)).



Docket Nos. RM19-15-001 and AD16-16-001 -45 -

costs of specific types of QFs, if the state had an unmet purchase mandate. !

April 2019-2020: Tiered avoided costs mandated within the Ninth Circuit if
state procurement mandates are unmet.'?’

2020: The Commission returns to an all-resource approach and rejects using
PURPA to subsidize QFs that are not otherwise financeable.!*

68.  California Utilities request clarification for the following reasons: (1) the
Commission’s failure to state in the final rule that it is overruling the CPUC cases or
CARE v. CPUC; (2) the need for the Commission to defend a change in policy before an
appellate court that will ask why the Commission no longer supports the policy it
espoused in CPUC 2010; (3) the regulation that lists the factors a state may consider in
determining avoided cost (18 CFR 292.304, which have been moved to 18 CFR
292.304(e)(2)) have not changed, which leaves them open to misinterpretation; and (4) the
words “taking into account the operating characteristics of the needed capacity”!3!
regarding competitive solicitations, although clarified by Paragraph 433 of the final rule,
could be misread as allowing avoided costs for QFs with “operating characteristics” such

as renewable fuel, cogeneration technology, under a certain size, or at specific locations

(i.e., located on the distribution system).!*?

128 1d. at 4 (citing CPUC 2010, 133 FERC q 61,059 at P 30).
129 77 at 5 (citing CARE v. CPUC, 922 F.3d 929).

130 Jd. (citing Order No. 872, 172 FERC 4 61,041 at P 123).
1 See new 18 CFR 292.304(d)(8)(1)(B).

132 California Utilities Motion for Clarification at 9-10.
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69.  California Utilities maintain that adding the following language after 18 CFR
292.304(b)(5) will ensure that states will not use tiered avoided cost rates under PURPA
as a vehicle to subsidize certain state-favored resources: “(6) Rates for purchases may not
be based on an avoided cost set by determining the cost of procuring energy and/or
capacity to fulfill a State regulatory authority or non-regulated electric utility mandate to
procure energy and/or capacity from resources using a specific fuel type, using a specific
technology, of a particular size, and/or located only on local distribution systems.”!3

70.  California Commission disagrees that the final rule overrules CPUC 2011 and the
Commission’s earlier precedent. California Commission contends that the Commission’s
1995 precedent prohibits assuming that “the utility can provide the capacity and generate
the energy itself (i.e., through the establishment of the utility benchmark price), only to
exclude the utility, cogenerators, and other resources from ultimately being able to supply
the capacity and energy, by segmenting the portfolio and permitting only certain QFs to
bid in certain segments against the benchmark and ultimately produce a higher-than-
avoided-cost rate.”!** California Commission interprets Commission precedent as
permitting a state to determine what capacity a utility would be avoiding, to decide from

which generators a utility could purchase to satisfy state programs, and to set tiered

avoided cost rates based on those qualifying resources. >

133 14 at 13-14.
134 California Commission Answer at 4-5.

B35 1d. at 5-6.
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71.  California Commission asserts that the final rule’s requirement that competitive
solicitations be open to all sources was intended to prevent discrimination against QFs and
did not preclude states from using tiered avoided cost rates.!*® California Commission
argues that, contrary to California Utilities’ assertion, the final rule does not treat tiered
rates as impermissible subsidies to QFs. California Commission contends, instead, that
the final rule permits states to continue recognizing non-energy benefits outside the
context of PURPA payments.'3” California Commission requests that, with respect to
CARE v. CPUC’s holding that a state that uses QFs to meet a renewable portfolio standard
(RPS) must set avoided cost only on resources that could satisfy that RPS, the
Commission clarify that “operating characteristics that qualify a QF to meet a state’s
[RPS] are energy-related benefits that can be the basis for determining avoided costs and
multi-tier pricing, as opposed to benefits unrelated to their production of energy — akin to
renewable energy credits — that may not be compensated by rates under PURPA .13

b. Commission Determination

72.  We deny California Utilities’ request for clarification. Although Commission
precedent does not allow the use of non-operational externalities, such as environmental
benefits, in setting avoided cost rates, PURPA neither requires nor prohibits states from

establishing tiered procurement (and thus tiered pricing), such as California does.

136 1d. at 7-9.
B71d. at 9-11.

138 17 at 11-12.
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California’s tiered supply procurement requirements reflect decisions regarding utility
generation procurement (e.g., by specific fuel type or technology) that are within the
boundaries of a state’s traditional authority. Once such tiered generation procurement
requirements have been established by a state, if a QF qualifies for a particular generation
procurement tier, it is reasonable to assume that the mandatory QF purchase will displace
resources otherwise in that tier; therefore, the rates for that tier are in fact the cost avoided
by the purchasing utility when it instead purchases from that QF.

73.  We cannot overrule a Court of Appeals decision, as California Utilities suggest. In
addition, California Utilities have not adequately supported that there is any conflict
between the final rule and the precedent they cite.'®® Therefore, we decline to add
additional regulatory language to address the issues they raise.

4. Providing for Variable Energy Rates in QF Contracts is
Consistent with PURPA

74.  As explained above, if a QF chooses to sell energy and/or capacity pursuant to a
contract, the PURPA Regulations in effect before the final rule provide the QF the option

of receiving the purchasing electric utility’s avoided cost calculated and fixed at the time

139 The Commission in the final rule addressed arguments that QFs provide non-
energy benefits. The Commission stated that such benefits may be addressed by states
outside of PURPA. Because tiered QF rates result from tiered procurement not limited to
QFs, and are therefore established outside of PURPA, nothing in PURPA prohibits such
tiered rates. See Order No. 872, 172 FERC 4 61,041 at P 123; see also CPUC 2010,

133 FERC 4 61,059 at P 31 (“[A]lthough a state may not include a bonus or an adder in
the avoided cost rate unless it reflects actual costs avoided, a state may separately provide
additional compensation for environmental externalities, outside the confines of, and, in
addition to the PURPA avoided cost rate, through the creation of renewable energy
credits . . ..”).
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the LEO is incurred.'® The Commission’s justification in Order No. 69 for allowing QFs
to fix their rate at the time of the LEO for the entire term of a contract was that fixing the
rate provides certainty “with regard to return on investment in new technologies necessary
for the QF to obtain financing”'*! The Commission stated that its regulations pertaining
to LEOs “are intended to reconcile the requirement that the rates for purchases equal the
utilities’ avoided costs with the need for qualifying facilities to be able to enter contractual
commitments based, by necessity, on estimates of future avoided costs.”'#? Further, the
Commission agreed with the “need for certainty with regard to return on investment in
new technologies,” and stated its belief that any overestimations or underestimations “will
balance out.”'#

75.  In the NOPR, the Commission proposed to revise 18 CFR 292.304(d) to permit a
state to limit a QF’s option to elect to fix at the outset of a LEO the energy rate for the
entire length of its contract or LEO, and instead allow the state the flexibility to require
QF energy rates to vary during the term of the contract. However, under the proposed

revisions to 18 CFR 292.304(d), a QF would continue to be entitled to a contract with

avoided capacity cost rates (assuming there are avoided capacity costs) calculated and

140 18 CFR 292.304(d)(2)(ii).

141 Order No. 69, FERC Stats. & Regs. 9 30,128 at 30,880 (justifying the rule on
the basis of “the need for certainty with regard to return on investment in new
technologies™).

142 Id

143 Id.



Docket Nos. RM19-15-001 and AD16-16-001 -50 -

fixed at the time the contract or LEO is incurred. Only the energy rate in the contract or
LEO could be required by a state to vary. Further, the NOPR did not propose to obligate
states to require variable avoided cost energy rates; they would retain the ability to allow
the QF’s energy rate be fixed at the time the LEO is incurred.'*

76.  In the final rule, the Commission adopted without modification the NOPR variable
rate proposal. The Commission found that setting QF avoided energy cost contract and
LEO rates at the level of the purchasing utility’s avoided energy costs at the time the
energy is delivered is consistent with PURPA, which limits QF rates to the purchasing
utility’s avoided costs. The Commission explained that a variable avoided cost energy
rate approach is a superior way to ensure that payments to QFs equal, but do not exceed,
avoided costs.!¥ The Commission stated that it is inevitable that, over the life of a QF
contract or other LEQO, a fixed avoided cost energy rate, such as that used in past years,
will deviate from actual avoided costs. ¢

77.  The Commission found that the record justifies its conclusions that long-term
forecasts of avoided energy costs are inherently imperfect and that states should be given

the flexibility to rely on a more reliable variable avoided cost energy rate approach.

Further, the Commission pointed to instances where overestimates and underestimates

14 NOPR, 168 FERC 9 61,184 at P 67.
145 16 U.S.C. 824a-3(b)(1).

146 Order No. 872, 172 FERC § 61,041 at P 253.
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have not balanced out.'*” The Commission found that, when that has occurred, consumers

have borne the brunt of the overpayments, which subsidized QFs, in contravention of

147 See id. (citing Duke Energy Comments, Docket No. RM19-15-000, at 6 (Dec. 3,
2019) (Duke’s QF contracts cost $4.66 billion but its “actual current avoided costs” are
$2.4 billion); Idaho Power Comments, Docket No. RM19-15-000, at 10-11 (Dec. 3, 2019)
(“The cost of PURPA generation contained in Idaho Power’s base rates, on a dollars per
MWh basis, is not just greater than Mid-C market prices, it is greater than all the net
power supply cost components currently recovered in base rates. Idaho Power’s average
cost of PURPA generation included in base rates is $62.49/MWh. At $62.49/MWh, the
average cost of PURPA purchases is greater than the average cost of FERC Account 501,
Coal at $22.79/MWh; greater than FERC Account 547, Natural Gas at $33.57/ MWh;
greater than FERC Account 555, Non-PURPA Purchases at $50.64/MWh; and
significantly greater than what is being sold back to the market as FERC Account 447,
Surplus Sales at $22.41/MWh.”); Portland General Comments, Docket No. RM19-15-000,
at 5 (Dec. 3, 2019) (“for a typical 3 MW Solar QF project that incurred a LEO in 2016 and
reaches commercial operations three years later, [Portland General’s] customers would
pay 67% more for the project’s energy than if the 2019 avoided cost rate had been used.
As a result of this lag, [Portland General’s] customers would pay an additional $1.6
million more for the energy from the QF facility over the 15-year contract term.”)); see
also NOPR, 168 FERC 4 61,184 at P 64 n.101 (citing Alliant Energy Comments, Docket
No. AD16-16-000, at 5 (Nov. 7, 2016) (“Current market-based wind prices in the lowa
region of MISO are approximately 25% lower than the PURPA contract obligation prices
[Interstate Power and Light Company] is forced to pay for the same wind power for long-
term contracts entered into as of June 2016. As a result, PURPA-mandated wind power
purchases associated with just one project could cost Alliant Energy’s lowa customers an
incremental $17.54 million above market wind prices over the next 10 years.”) (emphasis
in original); Edison Electric Institute (EEI) Supplemental Comments, Docket No. AD16-
16-000, attach. A at 3-4 (June 25, 2018) (““On August 1, 2014, a 10-year fixed price
contract at the Mid-Columbia wholesale power market trading hub was priced at
$45.87/MWh. On June 30, 2016, the same contract was priced as $30.22/MWh, a decline
of 34% in less than two years. However, over the next 10 years, PacifiCorp has a legal
obligation to purchase 51.9 million MWhs under its PURPA contract obligations at an
average price of $59.87/MWh. The average forward price curve for the Mid-Columbia
trading hub during the same period is $30.22/MWh, or 50% below the average PURPA
contract price that PacifiCorp will pay. The additional price required under long-term
fixed contracts will cost PacifiCorp’s customers $1.5 billion above current forward market
prices over the next 10 years.”); Comm’r Kristine Raper, Idaho Commission Comments,
Docket No. AD16-16-000, at 3-4 (June 30, 2016) (“Idaho Power demonstrated that the
average cost for PURPA power since 2001 has exceed the Mid-Columbia (Mid-C) Index
Price and is projected to continue to exceed the Mid-C price through 2032. Likewise,
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Congressional intent and the Commission’s expectations. Given that PURPA section
210(b) prohibits the Commission from requiring QF rates in excess of avoided costs, the
Commission explained that record evidence supports its decision to give the states the
flexibility to require variable avoided cost energy rates in QF contracts and other LEOs to
prevent QF rates from exceeding avoided costs.'*®

78.  The Commission found that the variable avoided cost energy rate provision is not
based on any determination that the Commission’s rules no longer should encourage QF
development. The Commission found, instead, that it was revising the PURPA
Regulations by giving states the flexibility to require variable avoided cost energy rates in
QF contracts and other LEOs in order to better comply with Congress’s clear requirement
in PURPA that the Commission may not require QF rates in excess of a purchasing
utility’s avoided costs. !

79.  Opponents of variable avoided cost energy rates urged the Commission to continue
placing this risk on the customers of electric utilities, as in the past, by retaining the option
for QFs to fix their avoided cost energy rates in their contracts or LEOs notwithstanding

record evidence that fixed energy rates compared to actual avoided costs have not

balanced out over time. But, after consideration of the record, the Commission decided

PacifiCorp’s levelized avoided cost rates for 15-year contract terms in Wyoming shows a
decrease of approximately 50% from 2011 through 2015 (from approximately $60 per
megawatt-hour to less than $30 per megawatt-hour).”)).

148 Order No. 872, 172 FERC 9 61,041 at PP 254-55.

49 1d P 256.
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instead to allow states the flexibility to require variable avoided cost energy rates in QF
contracts and LEOs and thereby reduce the risk to customers. The Commission found that
its determination ensures that the PURPA Regulations continue to be consistent with the
statutory avoided cost rate cap in PURPA section 210(b), coupled with the directive in the
PURPA Conference Report that customers of utilities not be required to subsidize QFs.">
80.  The Commission found that there is no merit to the contention that the PURPA
Conference Report expresses Congressional intent that QFs are entitled to long-term fixed
energy rates. The Commission found that, while Congress recognized that the better
measure of avoided cost in certain scenarios might be the cost of the alternative fossil fuel
unit that would not be run at that later date,'' nothing in the section of the PURPA
Conference Report quoted by opponents of the variable energy rate proposal suggests that
Congress intended the Commission to require that all avoided cost energy rates be fixed at
the outset for the life of a QF contract or other LEO. The Commission further found that

nothing in the revision being implemented in the final rule would prohibit a state from

calculating a QF’s avoided cost energy rate for a QF contract or LEO in the manner

150 /4 P 258 (citing Conf. Rep. at 98 (emphasis added) (“The provisions of this
section are not intended to require the rate payers of a utility to subsidize cogenerators or
small power produc[er]s.”)).

151 Under the approach adopted in the final rule, with the flexibility granted to
states to adopt—but not a mandate directing states to adopt—variable avoided cost energy
rates for QF contracts and other LEOs, the Commission permitted states to adopt a pricing
approach that best fits their circumstances, including adopting the pricing approach
described by the PURPA Conference Report to address the circumstances described by the
PURPA Conference Report. /d. P 260 n.409.
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suggested in the PURPA Conference Report or, indeed, in the manner the Commission
has long allowed, if a state determined that such an approach best reflects the purchasing
electric utility’s avoided costs.!S?

81.  The Commission described the variable avoided cost energy rate provision as not
running afoul of the Freehold Cogeneration and Smith Cogeneration cases cited by
Harvard Electricity Law.'® The Commission described those decisions, which overturned
state avoided cost determinations allowing for changes in QF rates, as based on the
provision in the original PURPA Regulations giving QFs the option to select contracts
with long-term fixed avoided cost rates.' The Commission explained that neither
decision suggests that PURPA would prevent the Commission from revising its
regulations to allow states the flexibility to require variable avoided cost energy rates.

82.  The Commission found that it was not subjecting QFs to the same type of

examination that is traditionally given to electric utility rate applications (e.g., cost-of-

152 1d. P 260.

153 1d. P 261 (citing Harvard Electricity Law Comments, Docket No. RM19-15-
000, at 29 (Dec. 3, 2019) (citing Freehold Cogeneration Ass 'n v. Bd. of Regulatory
Comm rs of State of N.J., 44 F.3d 1178, 1193 (3d Cir. 1995) (Freehold Cogeneration);
Smith Cogeneration Mgmt. v. Corp. Comm’n, 863 P.2d 1227, 1227 (Okla. 1993) (Smith
Cogeneration))).

154 14 (citing Smith Cogeneration, 863 P.2d at 1241 (emphasis added) (holding
that allowing reconsideration of established avoided costs “makes it impossible to comply
with PURPA and FERC regulations requiring established rate certainty for the duration
of long term contracts for qualifying facilities that have incurred an obligation to
deliver power”); Freehold Cogeneration, 44 F.3d at 1193 (emphasis added) (relying on
Smith Cogeneration analysis that “that PURPA and FERC regulations preempted the
State Commission rule”)).
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service rate regulation).’ Indeed, the Commission found that the regulation it adopted
does not subject QF rates to any examination whatsoever of the costs incurred by QFs in
producing and selling power. Rather, the Commission stated that the variable avoided
cost energy rate provision applicable to QF contracts and other LEOs that the Commission
adopted in the final rule sets QF rates based on the avoided costs of the purchasing utility.
The Commission stated that this variable avoided cost energy rate provision cannot be
characterized as imposing utility-style regulation on the QFs themselves.!™

83.  Finally, the Commission determined that state regulators may not change rates in
existing QF contracts or other existing LEOs.!S” The Commission explained that, by its
terms, the variable avoided cost energy rate provision applies only prospectively to new
contracts and new LEOs entered into after the effective date of the final rule. The
Commission emphasized that nothing in the final rule should be read as sanctioning the
158

modification of existing fixed-rate QF contracts and LEOs.

a. Whether the Current Approach Has Resulted in Payments
to OFs in Excess of Avoided Costs

84.  In the final rule, the Commission gave states the flexibility to require variable

energy pricing in QF contracts and other LEOs, instead of providing QFs the right to elect

135 1d. P 262.
136 Jd. P 263.

157 Id. P 264 (citing Harvard Electricity Law Comments, Docket No. RM19-15-
000, at 23 (Dec. 3, 2019) (citing API, 461 U.S. at 414)).

158 Id.
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fixed energy prices, based on the Commission’s concern that, at least in some
circumstances, long-term fixed avoided cost energy rates have been well above the
purchasing utility’s avoided costs for energy and that this was a result prohibited by
PURPA section 210(b). The Commission found that the record evidence demonstrates
that QF contract and LEO prices for energy can exceed and have exceeded avoided costs
for energy without any subsequent balancing out. In addition to the examples presented in
the record of the Technical Conference that were cited in the NOPR, the Commission
noted that commenters have provided additional examples of such overpayments.'> The
Commission explained that such evidence persuaded it that it is necessary to give states
the flexibility to address QF contract and LEO rates for energy that exceed avoided costs
for energy, while at the same time still allowing states the flexibility to continue requiring
long-term fixed avoided cost energy rates in QF contracts and other LEOs when such
treatment is appropriate. '

85.  In the final rule, the Commission found, as acknowledged in Harvard Electricity

Law’s NOPR comments, that the examples of QF contract rates that exceed avoided costs

that are in the record illustrate the general proposition that “energy forecasts have a

139 1d. P 283 (citing Duke Comments, Docket No. RM19-15-000, at 6 (Dec. 3, 2019);
Idaho Power Comments, Docket No. RM19-15-000, at 10-11 (Dec. 3, 2019); Portland
General Comments, Docket No. RM19-15-000, at 5 (Dec. 3, 2019); NOPR, 168 FERC
961,184 at P 64 n.101).

160 1
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manifest record of failure.”'®" The Commission explained that it was this “manifest
record of failure” including evidence in the record that the failure has been at the expense
of consumers that motivated the Commission to make the change adopted in the final
rule. 162

86.  The Commission also found that challenges to the idea that fixed avoided cost
energy rates in QF contracts and other LEOs have exceeded actual avoided costs largely
either conceded that overestimations have occurred while arguing that such
overestimations impacted purchasing electric utilities just as much as QFs or attempted to
argue that such overestimations were temporary or unusual.!®

87.  First, the Commission determined that the record evidence demonstrates that,
contrary to the Commission’s finding in 1980, overestimations and underestimations of
future avoided costs may not even out.!® Consequently, the Commission found that its
determination in 1980, based on the record at that time, does not preclude the Commission

from relying on new record evidence showing a change in circumstances since 1980 to

revise the 1980 rule.

161 /d. P 284 (citing Harvard Electricity Law Comments, Docket No. RM19-15-000, at
24 (Dec. 3, 2019) (citing Vaclav Smil, Energy at the Crossroads: Global Perspectives and
Uncertainties, Mass. Inst. Tech., 2003, at 121, 145-49)).

162 1
163 Jd. P 285.

164 1. P 286 (citing Duke Comments, Docket No. RM19-15-000, at 6 (Dec. 3, 2019);
Idaho Power Comments, Docket No. RM19-15-000, at 10-11 (Dec. 3, 2019); Portland
General Comments, Docket No. RM19-15-000, at 5 (Dec. 3, 2019); NOPR, 168 FERC
961,184 at 64 n.101).
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88.  The Commission agreed with Public Interest Organizations that the recent
electricity price overestimations were not unique to QFs and can be explained by general
declines in natural gas prices since the adoption of hydraulic fracturing and the 2007-2009
recession.'®® But the Commission explained that these overestimations are precisely why
the estimates of avoided costs reflected in the QF contracts and LEOs were incorrect and
why the resulting fixed avoided cost energy rates reflected in such QF contracts and

other LEOs resulted in QF rates well above utility avoided costs in violation of PURPA
section 210(b); the precipitous decline in natural gas prices caused a corresponding
reduction in utilities’ energy costs, and thus in their avoided energy costs but this decline
was not reflected in the QFs’ fixed contract rates that remained at their previous levels.!%6
89.  Similarly, the Commission found that arguments that electric utilities also based
resource acquisitions on incorrect forecasts of natural gas prices'®” ignore a key distinction

between utility rates and fixed QF rates. As the Commission explained, electric utilities

may have relied on incorrect natural gas price forecasts to justify the timing and type of

165 1d. P 287 (citing Public Interest Organizations Comments, Docket No. RM19-
15-000, at 47-50 (Dec. 3, 2019)).

166 1,

167 14 P 288 (citing Electricity Consumers Resource Council, American Chemistry
Council, and American Forest and Paper Association (ELCON) Comments, Docket
No. RM19-15-000, at 22 (Dec. 3, 2019); North Carolina Commission Staff Comments,
Docket No. RM19-15-000, at 2-3 (Dec. 3, 2019); NIPPC, CREA, REC, and OSEIA
Comments, Docket No. RM19-15-000, at 31 (Dec. 3, 2019); Public Interest Organizations
Comments, Docket No. RM19-15-000, at 40, 43 (Dec. 3, 2019); Solar Energy Industries
Comments, Docket No. RM19-15-000, at 36-38 (Dec. 3, 2019)).
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their resource acquisitions, as commenters assert. However, the Commission found that,
once an electric utility resource decision was made, electric utilities’ cost-based rate
regimes typically obligated them eventually to pass through to customers any energy cost
savings realized as a result of declining natural gas and other fuel prices, as well as any
energy cost savings due to lower purchased power rates resulting from the decline in
natural gas prices. The Commission found that, by contrast, once QF avoided cost energy
rates were fixed based on now-incorrect (and now-high) natural gas price forecasts, those
energy rates remained fixed for the term of the QFs’ contracts and LEOs. Therefore,
unlike fixed avoided cost energy rates in QF contracts and LEOs, the Commission
determined that cost-based electric utility energy rates declined as the cost of natural gas
and other fuels and purchased power declined.!%8

90. The Commission also disagreed with Public Interest Organizations’ assertions that
it was improper to have used competitive market hub prices to determine whether fixed
QF contract and LEO prices resulted in overpayments as compared to electric utilities’
actual avoided costs.'® The Commission recognized that the competitive market hub
prices used in the comparisons may not have precisely reflected the avoided energy costs

of all electric utilities located in the same region as the competitive market hub. However,

the Commission found that competitive market prices in general should reflect the

168 Id.

169 1d. P 289 (citing Public Interest Organizations Comments, Docket No. RM19-
15-000, at 40-41 (Dec. 3, 2019)).
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marginal avoided energy costs of utilities with access to such markets and that those
markets generally reflect the marginal cost of energy in the region.!”® The Commission
further found that the magnitude of the differences between the market hub prices and the
QF contract and LEO prices provides solid evidence that the QF contract and LEO prices
used in the comparison were well above actual avoided energy costs at the time the energy
was delivered by the QFs, even if the exact magnitude is unclear.'”!

91.  The Commission acknowledged that energy prices may increase in the future but
explained that giving states the flexibility to require variable avoided cost energy rates in
QF contracts and in other LEOs will allow states to better ensure that avoided cost energy
payments made to QFs will more accurately reflect the purchasing utility’s avoided costs
regardless of whether energy prices are increasing or declining. The Commission also
noted that, if energy prices do in fact increase, variable avoided cost energy pricing would

protect and even benefit the QF itself because it would not be locked into a fixed energy

170 Jd. The Commission stated that a review of recent Mid-C Hub daily spot prices
(from Intercontinental Exchange (ICE) https://www.eia.gov/electricity/wholesale/,
indicates that they reflect the marginal cost of energy in that area since they are usually the
result of a significant number of trades (averaging 54 per day), counterparties (averaging
16 per day), and trading volume (averaging 26,714 MWh/day), which usually exceed
those of the NP-15 trading hub, an active Western trading hub in Northern California in
the CAISO footprint (averaging 6 trades per day, 4 counterparties per day, and
2,756/MWh per day). The Commission described prices for Mid-C as ranging between an
average of approximately $16/MWh high price and $13/MWh low price during the recent
spring (Mar 19-Jun 20, 2020). During this period the index was reported for 65 trading
days for Mid-C and 9 trading days for NP-15. /d.

Uy
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rate contract or LEO that would be below the purchasing electric utility’s avoided energy
cost.17

92.  The Commission noted that, although many commenters agreed that fixed QF
energy rates were higher than actual avoided energy costs in at least some instances,
challenges were raised against both Duke Energy’s estimate that its fixed QF contract
rates were $2.6 billion above market costs and the Concentric Report’s comparison of QF
fixed rates for wind and solar facilities with the cost of wind and solar projects with
competitive, non-PURPA contracts.'”

93.  The Commission found that the expert testimony cited by the SC Solar Alliance,
that the witness “wouldn’t put a whole lot of weight in [Duke’s estimate],”'”* does not
address Duke’s calculation of past overpayments. Rather, the Commission described the
witness as answering a question regarding the potential for overpayments “[f]or going
forward solar,” 1.e., future overpayments as a result of the new fixed avoided cost rates
being considered by the South Carolina Commission that were the subject of the expert

witness’ testimony.'” The Commission noted that the same witness acknowledged the

past overpayments made by Duke Energy, which he attributed to “drops in natural gas

172 [d. PP 290-91.
3 1d. P 291.

174 1d. P 292 (citing SC Solar Alliance Comments, Docket No. RM19-15-000, at 7
(Dec. 3, 2019)).

175 Id. (citing Public Service Commission of South Carolina, Docket No. 2019-185
& 186-E, Hearing Transcript Vol. 2, Tr. 596: 3-4 (Horii Test.) (attached as Appendix 1 to
SC Solar Alliance Comments, Docket No. RM19-15-000 (Dec. 3, 2019))).
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prices that no one could’ve foreseen.”'’® The Commission explained that it was these
overpayments due to unforeseen declines in natural gas prices that formed an important
basis for the Commission’s determination in the final rule to now give states the flexibility
to require variable avoided cost energy rates in QF contracts and LEOs.!”’

94.  The Commission also emphasized that it did not rely on the Concentric Report to
support the variable energy avoided cost provision adopted in the final rule. The
Commission determined that it is not clear that the difference in costs identified by
Concentric can be ascribed to the fixed rates in the QF contracts or rather to the fact that
the avoided cost rates in the QF contracts were based on more expensive non-renewable

capacity that was avoided by the purchasing utilities.'”®

i. Requests for Rehearing

95.  EPSA argues that the Commission erred in relying on the idea that overestimates
and underestimates have not balanced out because the Commission has neither validated
these allegations, nor assessed whether the overestimations of avoided cost have, in fact,
balanced out.!” Public Interest Organizations argue that the Commission’s determination

to permit variable energy rates to mitigate the risk of alleged overpayments to QFs is

176 14 (citing Horii Test. 593:21-22).
177 Id.
18 14 P 293.

17 EPSA Request for Rehearing at 10.
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arbitrary and capricious and unsupported by substantial evidence.'®® Likewise, Solar
Energy Industries assert that there is a lack of evidence to conclude that protecting electric
consumers warrants terminating the QF’s right to elect long-term fixed energy rates.'®!
EPSA argues that over- and under-estimations over time is irrelevant absent evidence that
avoided cost forecasts are inherently less accurate than the cost estimates used to set the
purchasing utilities’ own rates. '8

96.  Public Interest Organizations contend that the Commission incorrectly defined
avoided costs and incorrectly defined avoided costs with short run prices.'®® Public
Interest Organizations assert that the Commission did not respond to arguments that
historic avoided cost rates “have likely underestimated utilities’ actual ‘but for’ avoided
costs, resulting in underpayment rather than overpayment to QFs.”!3 They also assert
that “there is no evidence in the record showing that utilities would have—as the
Commission assumed—relied on short term energy markets rather than entering into long-
term contracts based on similarly speculative avoided cost estimates or building new

generating resources,” and that “utilities often build and operate generating resources at

180 pyblic Interest Organizations Request for Rehearing at 9, 84.

181 Solar Energy Industries Request for Rehearing and/or Clarification at 19.
182 EPSA Request for Rehearing at 10.

183 public Interest Organizations Request for Rehearing at 84.

184 1d. at 85.
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costs well above their purported avoided cost rate.”!3% Public Interest Organizations argue
that the Commission incorrectly assumed that the cost for energy that a utility would incur
“but for” a QF is the short run cost and that utilities never lock in energy costs by
constructing their own energy resources, executing long term fuel contracts or executing
long term energy supply contracts. Public Interest Organizations claim that, if a utility
ever locks in energy costs instead of relying on the short run energy or fuel markets for
supply, a QF can displace those long-run costs rather than the short run cost, adding that,
contrary to the Commission’s assertions, avoided energy rates paid to QFs are
significantly lower than utilities’ true generation costs. '8¢

97.  Public Interest Organizations argue that the overestimations upon which the
Commission relied “were incorrectly calculated based on long-run contract prices and
short-run costs, rather than the long-term QF price and the cost of the resource that the
utility would have acquired but for the QFs.”'®” Public Interest Organizations contend that
the Commission assumed without any evidence that those utilities would have built their
own energy resources, executed long term fuel contracts, or executed non-QF power
purchase agreements without the QF purchases. Public Interest Organizations assert that,

while QF contracts entered into before 2007-2009 might not have accounted for declining

natural gas prices, which caused these contracts to be higher than short term market prices,

185 Id.
186 74 at 86.

87 Id. at 86-87.
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alternative long-term commitments those utility might have made without QF purchases
might also not have accounted for those natural gas price declines. Public Interest
Organizations reason that avoided costs therefore should be based on those alternative
sources that a utility would have purchased but for QF purchases rather than short run
market prices and the Commission lacked evidence to assert that “utilities’ actual
incremental cost of generating energy ‘but for’ QF generation exceeds rates QFs have
received through long-term fixed energy rate contracts.”!88

98.  Public Interest Organizations maintain that the Commission lacked evidence to
assert that natural gas price declines would have decreased the prices of utility power
purchase agreements, energy supply investments, fuel contracts and other long-term
energy supply commitments. Public Interest Organizations contend that the failure to
predict natural gas price declines did not entail any energy cost savings, yielded energy
price increases passed along to customers, and rendered uneconomic utilities’ long-term
coal plant investments, coal contracts, and power supply contracts to ensure long term
energy supply. Public Interest Organizations assert that the Commission’s conflating
short-run market prices with utility supply costs excludes supply beyond the day-ahead
market and costs above market price. Public Interest Organizations claim that the
Commission did not address concerns that vertically integrated utilities” monopoly status

ensures that utilities operate their own plants at above-market prices and would have

added their own new generation but for QF purchases. Public Interest Organizations

188 Jd. at 87.
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assert that, even though QF prices may have been higher than market prices, that simply
reflects foregone utility windfall profits and not costs that customers would otherwise
have paid.'®

99.  Public Interest Organizations argue that the Commission was internally inconsistent
in defending its decision to presumptively consider competitive market prices like LMP
equal to full avoided cost in conjunction with its determination to allow states to eliminate
fixed energy rate contracts." Public Interest Organizations contend that, in permitting
competitive market prices like LMP to set avoided costs, the Commission also
inconsistently acknowledged that utilities incur long term energy costs that exceed those
prices and that the competitive market prices are only being used to set the as-available
short term avoided cost rates instead of long-run energy costs that can be avoided with
long-term QF contracts.'! Public Interest Organizations claim that the Commission
permitted a price determined at the time of delivery to set the price for long-term
contracts, even though the Commission acknowledged that long term QF energy supply
avoids alternative long term energy supply commitments and costs that are not reflected in

the short run LMP or market hub price.!*?

189 1d. at 87-90.
PO 1d. at 9, 90.
P11d. at 90.

Y2 1d. at 91-92.
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100. EPSA argues that the Commission’s regulations and precedent contradict reliance
on the idea that overestimates and underestimates have not balanced out.'®® EPSA points
out that 18 CFR 292.304(b)(5) expressly provides that, “[i]n the case in which the rates for
purchases are based upon estimates of avoided costs over the specific term of the contract
or other legally enforceable obligation, the rates for such purchases do not violate this
subpart if the rates for such purchases differ from avoided costs at the time of delivery.”!*
101. EPSA asserts that, because the final rule did not modify, much less eliminate,

18 CFR 292.304(b)(5), which allows states to retain the fixed energy rate contract option,
it is impossible to claim that the fixed energy rate contract option conflicts with the
avoided cost cap and that the Commission cannot take a position that is at odds with the
terms of its own regulations. !

102. According to Solar Energy Industries, there is no indication in the record that any
retail rates paid by electric consumers fluctuate based on the purchasing utility’s obligation
to purchase from QFs. Solar Energy Industries also argue that, for utilities with stated
retail rates, there is no evidence to suggest that these rates will be reduced in any manner in

the event the state utilizes the “flexibility” provided by revised Section 292.304(d), unless

the Commission mandates otherwise.'® Solar Energy Industries add that the evidence in

193 EPSA Request for Rehearing at 14.
194 74 at 15 (citing 18 CFR 292.305(b)).
195 1d. at 14-15.

19 Solar Energy Industries Request for Rehearing and/or Clarification at 20.
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the record of alleged overpayments was both flawed and not adequately supported and thus
does not support the contention that overpayments and underpayments did not balance out
for an extended period of time.!®’

103. Solar Energy Industries argue that, to the extent that existing methodologies in
some states have produced inaccurate forecasts of long-run avoided costs, the solution is
198

better methodologies—not an abandonment of long-run marginal costs.

ii. Commission Determination

104. As an initial matter, it is beyond any reasonable question that the Commission’s
determination to give the states the flexibility to require variable energy rates in QF
contracts is within the Commission’s authority under PURPA. By definition, such a rate
compensates the QF at a rate reflecting the energy costs avoided by the purchasing utility
as a result of its purchase of energy from the QF. Moreover, a utility’s avoided purchased
energy costs constantly change over the term of a contract as the utility’s marginal
resource changes due to changes in load, changes in the availability of alternative
resources, and changes in the availability of the marginal resource. The avoided energy
cost also changes with fluctuations in fuel use at different loading levels and with changes
in fuel costs. Consequently, a variable energy contract rate by definition would more
accurately reflect the utility’s avoided energy costs than a fixed contract that does not vary

over the length of a multi-year contract.

Y7 1d. at 21-23.

98 1d. at 23.
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105. As aresult, there is no question but that the Commission could have imposed a
variable energy contract requirement when it promulgated the PURPA Regulations in
1980 instead of requiring fixed energy contract rates. The only question in this
proceeding is whether the Commission has adequately supported its holding in the final
rule to change the determination made in 1980 and instead give the states the flexibility to
require variable energy contract rates.'® In addition, because the Commission’s revision
to the fixed energy rate requirement is based on changed circumstances since the issuance
of the PURPA Regulations in 1980, we must provide “a reasoned explanation . . . for
disregarding facts and circumstances that underlay or were engendered by the prior
policy.”?®® As we explain below, we disagree with assertions that we have not provided
such an explanation.

106. We disagree with the arguments raised on rehearing that there was insufficient
evidence of overestimations. The Commission explained in the final rule why
overestimations and underestimations of avoided costs had not balanced out.?*! Broad
price declines over time throughout the energy industry show that long-term fixed price
QF contracts likely exceeded the avoided energy costs at the time of delivery for extended

periods of time; thus, it is not necessary to confirm every allegation of a lack of balance in

199 See, e.g., Motor Vehicle Mfis. Assn. of United States, Inc. v. State Farm Mut.
Automobile Ins. Co., 463 U.S. 29, 42 (1983) (““An agency changing its course by
rescinding a rule is obligated to supply a reasoned analysis for the change”).

200 FCC v. Fox Television Stations, Inc., 556 U.S. 502, 516 (2009).

201 See Order No. 872, 172 FERC 9 61,041 at PP 285-92.
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the past or every estimation of prices and costs.?? But even had there been less evidence
of lack of balance over time,?* there was sufficient evidence for the Commission to
conclude that the Commission’s assumption in 1980 may not be the best way to ensure
compliance with PURPA. Allowing a state to set a variable avoided cost energy rate
could better avoid that outcome. In the context of long-term fixed QF rates, given
evidence of overestimations, the statutory avoided cost cap may be better met if the rates
may be varied over time to ensure they stay within the requirements of PURPA.
Moreover, as stated in the final rule, to the extent energy prices increase over time, QFs
could benefit from that variability.?* Therefore, it was well within the Commission’s
authority under PURPA, and the Commission had sufficient evidence, to provide a tool
states can use to ensure that the avoided cost rates stay within the requirements of the
statute and not be based on an assumption that over-recoveries balance out with under-

recoveries.

202 See id. P 287 (footnote omitted) (“We agree with Public Interest Organizations
that the recent electricity price overestimations were not unique to QFs and can be
explained by general declines in natural gas prices since the adoption of hydraulic
fracturing and the 20072009 recession. But that is precisely why the estimates of
avoided costs reflected in the QF contracts and LEOs were incorrect and why the resulting
fixed avoided cost energy rates reflected in such QF contracts and other LEOs resulted in
QF rates well above utility avoided costs in violation of PURPA section 210(b); the
precipitous decline in natural gas prices caused a corresponding reduction in utilities’
energy costs, and thus in their energy avoided costs but this decline was not reflected in
the QFs’ fixed contract rates that remained at their previous levels™).

203 See, e.g., Public Interest Organizations Request for Rehearing at 85.

204 See Order No. 872, 172 FERC 9 61,041 at P 290.
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107. States previously had little ability to address the potential for overestimations over
the term of a QF contract, which caused some states to respond by adopting shorter
contract terms. In the final rule, the Commission did not determine that any particular QF
contracts violated the avoided cost cap and did not change its prior determination that
PURPA does not “require a minute-by-minute evaluation of costs which would be
checked against rates established in long term contracts between qualifying facilities and
electric utilities.”?% Instead, the Commission acted reasonably to better ensure that, over
the term of a contract, QF rates do not exceed a utility’s avoided costs. The Commission
achieved this goal by providing the states with a tool that allows them to address the
potential that, over the term of a contract, contract rates may exceed a purchasing utility’s
avoided costs determined at the time of delivery. Providing this tool to the states ensures
that they are not required to set rates that exceed avoided costs. Moreover, this tool gives
effect to PURPA’s requirement that rates paid to QFs be just and reasonable to the

consumers of the electric utility and in the public interest.?%

205 Order No. 69, FERC Stats. & Regs. 30,128 at 30,880.

206 16 U.S.C. 824a-3; see also Indep. Energy Producers Ass’n, Inc. v. Cal. Pub.
Utils. Comm’n, 36 F.3d 848, 850 (9th Cir. 1994) (“Section 210(b) requires that
Commission to promulgate regulations that ensure that the rates for these purchases ‘shall
be just and reasonable to the electric consumers of the electric utility and in the public
interest.” However, these rates may not exceed the incremental cost to the utility of
purchasing alternative energy.”); Exelon Wind 1, L.L.C. v. Nelson, 766 F.3d 380, 384 (5th
Cir. 2014) (“While Congress sought to promote energy generation by Qualifying
Facilities, it did not intend to do so at the expensive of the American consumer. PURPA
thus strikes a balance between these two interests . . . PURPA requires utilities to purchase
power generated by Qualifying Facilities, but also mandates that the rates that utilities
pay for such power ‘shall be just and reasonable to the electric consumers of the electric
utility and in the public interest.””); Conn. Valley Elec. Co. v. FERC, 208 F.3d 1037, 1045
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108. The Commission emphasized that the final rule is prospective, thereby protecting
existing contracts. We find no merit in EPSA’s argument that the grant of flexibility to
states in the final rule to set variable avoided cost energy rates is inconsistent with 18 CFR
292.304(b)(5), which provides: “In the case in which the rates for purchases are based
upon estimates of avoided costs over the specific term of the contract or other legally
enforceable obligation, the rates for such purchases do not violate this subpart if the rates
for such purchases differ from avoided costs at the time of delivery.”?"”

109. Nothing in the final rule is inconsistent with this regulatory provision. The final
rule gives states the flexibility to continue to require fixed energy rates for the term of a
QF’s contract, and this regulatory provision continues to be necessary to make clear that
such rates are permitted. The provision does not apply to QF contracts where the energy
rate is not fixed based on estimates of avoided costs but instead varies with estimates of
avoided costs at the time of delivery.

110. We also disagree with Public Interest Organizations that, in permitting states to set

a variable avoided cost energy rate, the Commission ignored utilities’ long-run avoided

(D.C. Cir. 2000) (“PURPA expressly requires the Commission to balance the interests of
consumers against those of producers . . . . ”); see also Swecker v. Midland Power Co-op,
807 F.3d 883, 884 (8th Cir. 2015) (citing legislative history that PURPA is “not intended

to require the rate payers of a utility to subsidize cogenerators or small power producers”).

27 EPSA Request for Rehearing at 15.
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costs.2® The Commission has not assumed that utilities procure energy only through
short-term contracts or never lock in their costs by constructing their own energy
resources, executing long term fuel contracts, or executing long term energy supply
contracts. In Order No. 69, the Commission defined “energy” costs as “the variable costs
associated with the production of electric energy (kilowatt-hours)” and “represent[ing]
the cost of fuel, and some operating and maintenance expenses.”?” By contrast, in Order
No. 69, the Commission defined “capacity” costs as “the costs associated with providing
the capability to deliver energy; they consist primarily of the capital costs of facilities.”?!?
The Commission has not changed these definitions; they still apply to both “short-run”
(energy or non-firm power) and long-run (capacity or firm power) avoided costs.

111.  While the final rule changed how states may calculate avoided energy costs (both
pursuant to competitive market prices and variable rates), the Commission did not change

the factors states must take into account, to the extent practicable, for setting fixed,

avoided capacity costs; among these factors states must take into account, to the extent

208 See Public Interest Organizations Request for Rehearing at 87 (“FERC conflates
short-run market prices with utilities’ energy supply costs . ... [T]he latter includes costs
of supply other than the day ahead market and that impose costs above the market price”).

209 Order No. 69, FERC Stats. & Regs. 930,128 at 30,865; see also id. at 30,881-82
(also defining energy as “non-firm power” that entails “the cost of operating [the seller’s]
generating units and administration”).

210 1d. at 30,865; see also id. at 30,881-82 (also defining capacity as “firm” power
that entails “payments for the cost of fuel and operating expenses, and also for the fixed
costs associated with the construction of generating units needed to provide power at the
purchaser's discretion.”).
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practicable, are the utility’s own avoided cost data and the utility’s deferral of capacity
additions.?!! Under this existing and unchanged framework, states already should take
into account the long-run (capacity) and short-run (energy) incremental costs that utilities
would incur but for their purchase from QFs.

112. As stated in the final rule, the difficulty in predicting prices necessarily also applies
to predicting which costs a utility would incur from generating power itself or purchasing
such power from another source over the term of a QF contract. Therefore, while there
may be open questions over which costs a utility would incur from generating power itself
or purchasing such power from another source in lieu of QF purchases, continuing to
prohibit a state from allowing an energy rate to fluctuate would prevent states from
choosing not to use unreliable price forecasts in setting avoided cost energy rates in QF
contracts.

113. Public Interest Organizations’ characterization of overestimated energy costs as
“foregone windfall profits” due to utilities’ monopoly status not only is inapt,*!? but it

ignores that utility customers ultimately bore the cost of avoided cost estimates that

211 See 18 CFR 292.304(e); see also Order No. 69, FERC Stats. & Regs. 30,128
at 30,865 (“If a qualifying facility offers energy of sufficient reliability and with sufficient
legally enforceable guarantees of deliverability to permit the purchasing electric utility to
avoid the need to construct a generating unit, to build a smaller, less expensive plant, or to
reduce firm power purchases from another utility, then the rates for such a purchase will
be based on the avoided capacity and energy costs.”).

212 A5 explained in the final rule, electric utilities almost always are required to pass
decreases in energy costs through to their retail customers, whereas QFs with fixed energy

contract rates are not obligated to reduce their rates as avoided energy costs decline.
Order No. 872, 172 FERC 4 61,041 at P 122.
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ultimately exceeded avoided costs in a way that is inconsistent with PURPA’s avoided
cost cap. Likewise, Solar Energy Industries’ assertion that there is no evidence that states
will lower retail rates if states require variable energy rates in QF contracts is irrelevant to
whether the Commission may provide that flexibility under PURPA. The requirement
found in PURPA is that the Commission cannot require that a rate paid to the QF exceed a
certain amount.

b. Whether the Proposed Change Would Violate the

Statutory Requirement that the PURPA Regulations
Encourage OFs and Do Not Discriminate Against QFs

114. In the final rule, the Commission determined, based on the record evidence, that it
is not necessarily the case that overestimations and underestimations of avoided energy
costs will balance out over time. The Commission concluded that a fixed energy rate in a
QF contract or LEO potentially could violate the statutory avoided cost cap on QF rates.?!3
115. The Commission found that the PURPA Regulations continue to encourage the
development of QFs by, among other things, allowing a state to vary the rate paid to the
QF over time but in a way that satisfies the rate cap established in PURPA section 210(b).
In this way, over time, the QF can obtain a higher rate when the utility’s avoided costs
increase, and ratepayers are not paying more than the utility’s avoided costs when prices
decrease. Furthermore, the Commission explained that allowing the use of variable

energy rates may promote longer contract terms, which would help encourage and support

213 Order No. 872, 172 FERC 4 61,041 at P 295.
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QFs.2"* The Commission concluded that it is consistent with PURPA section 210(b), as
well as the obligation imposed by PURPA section 210(a), to revise the PURPA
Regulations “from time to time,” to provide the states the flexibility to require that QF
contracts and other LEOs implement variable avoided cost energy rates in order to prevent
payments to QFs in excess of the purchasing electric utility’s avoided energy costs. The
Commission noted that PURPA section 210(b) prohibits the Commission from requiring
QF rates above avoided costs even if, according to some commenters, a fixed avoided cost
energy rate above avoided costs would provide greater encouragement to QFs than a
variable avoided cost energy rate.*!

116. The Commission described the discrimination claims as based on the incorrect
assumption that electric utilities have not been required to lower their energy rates as
prices have declined. The Commission found, to the contrary, that utilities typically
charge their customers cost-based rates, and, as their fuel and purchased power costs have
declined, they typically have been required to provide corresponding reductions in the
energy portion of their rates to their customers. The Commission explained that requiring
QF avoided cost energy rates to likewise change as purchasing electric utilities’ avoided
energy costs change does not create a discriminatory difference, but rather puts QF rates

on par with utility rates.?6

214 1d. P 296.
215 14

216 1d. P 302.
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117. The Commission explained that it was not changing the requirement that QF
avoided cost energy rates be set at the purchasing utility’s full avoided energy costs.
Rather, the Commission allowed the states the option to now choose to require QF
avoided cost energy rates that vary with the purchasing utility’s avoided costs of energy,
rather than QF avoided cost energy rates that are fixed for the life of the QF’s contract or
LEO, to ensure the rates comply with PURPA .27

i. Requests for Rehearing

118. Solar Energy Industries argue that, by revoking the long-standing regulations that
provide a QF with the right to elect to be paid a long-term energy rate in a contract for
long-term energy delivery, the Commission is actively discouraging the development of
QFs in contravention of the statutory direction to encourage the development of such
facilities.?!® Solar Energy Industries describe as inaccurate the Commission’s claim that
this revocation is necessary to protect the consumers of electric utilities because inaccurate
administratively-determined avoided costs can be fully mitigated when a state adopts the
Commission’s new competitive bidding framework.?"

119. Solar Energy Industries request that the Commission clarify several portions of the

final rule. First, Solar Energy Industries request that the Commission clarify that the

circumstances that do not allow QFs to have nondiscriminatory access to buyers other

27 1d. P 303.
218 Solar Energy Industries Request for Rehearing and/or Clarification at 10.

29 Id. at 10-11.
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than the host utility are largely the same today as in 1980 when the Commission first
implemented its PURPA Regulations.??® Second, Solar Energy Industries request that the
Commission clarify that states must ensure that QFs receive comparable avoided cost
calculations and rates, terms, and conditions.??! Solar Energy Industries contend, for
example, that utilizing a 20-year depreciation schedule for an avoided unit to calculate the
long-run marginal cost rate and then offering a QF a two-year contract fails to ensure
compatibility. Third, Solar Energy Industries request that the Commission clarify that it
supports and renews its commitment to pursue enforcement actions when states
discriminate against QFs.??2

120. Northwest Coalition asserts that the final rule’s change of the requirement that QFs
be offered fixed prices for energy is arbitrary, capricious, and not in accordance with law.
Northwest Coalition argues that, in a “reversal” of 40 years of precedent since enactment
of PURPA, the final rule unlawfully “guts” the bedrock requirement that QFs be offered
fixed energy rates, which have long been recognized as necessary for the development of
QFs.22* Northwest Coalition adds that the right to secure fixed energy prices supports the

continued operation of existing QFs upon the expiration of their existing contracts when

substantial interconnection and other capital upgrades must typically be undertaken and

20 Id. at 42.
21 1d. at 43.
22 1d. at 43-44.

223 Northwest Coalition Request for Rehearing at 8 (citing Order No. 872, 172
FERC 461,041 at P 232).
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that elimination of fixed prices is likely to result in loss of substantial existing QF
capacity.?*

121. Northwest Coalition claims that, despite the final rule’s assertion that nothing in
PURPA requires the Commission to ensure financeability of individual QFs, PURPA
“does require the Commission to encourage their development, which we have previously
equated with financeability.”?*> Northwest Coalition argues that, under the final rule, QFs
could face a world in which there is no minimum contract term, a payment of zero for
their capacity, and an avoided cost energy price based on highly volatile and unpredictable
short-term markets. Northwest Coalition contends that rendering many QFs not
financeable or financeable only at extreme interest rates discourages QFs, which is
contrary to what PURPA requires.??

122.  EPSA argues that, although the Commission cannot, in the name of remedying
discrimination, require QF rates that exceed avoided cost, allowing states to eliminate the
fixed rate energy contract option does not result in QF rates that are non-discriminatory to
the maximum extent permitted by the avoided cost cap.?*’” EPSA reiterates that the

statutory requirement in PURPA section 210(b)(1) that QF rates “shall not discriminate

against” QFs is more restrictive than the FPA’s prohibition against “unduly

224 Id.

225 Id. at 9-10 (citing Order No. 872, 172 FERC 9 61,041 (Glick, Comm’r,
dissenting in part, at P 13)).

226 Id. at 11.

227 EPSA Request for Rehearing at 5.



Docket Nos. RM19-15-001 and AD16-16-001 - 80 -

discriminatory” rates.??® EPSA asserts that this more restrictive requirement does not
leave room for avoided cost rates that discriminate against QFs relative to purchasing
electric utilities, even if the Commission finds the discrimination to be justified (i.e., not
undue).?? EPSA argues that, subject to compliance with the avoided cost cap, the
Commission cannot allow states to set discriminatory QF rates, even if the Commission
determines those discriminatory rates are justified by differences between QFs and
utilities or other policy goals, such as minimizing the burden of forecasting error on
consumers. >’

123. EPSA claims that, in the final rule, the Commission does not adequately address
these arguments, which it had raised in its NOPR comments.?*' EPSA contends that the
Commission erred in relying on the idea that variable energy rate/fixed capacity rate
contracts are standard in the electric industry because PURPA requires that avoided cost
rates not discriminate against QFs relative to purchasing electric utilities, not that such
rates conform to standard industry practices.’*? EPSA describes the Commission’s
argument that eliminating fixed energy price contracts is not discriminatory as

unsupported because of its assumptions about how fuel and purchased power adjustment

28 1d. at 6.
229 Id
20 17
231 Id

22 Id. at 6-7.
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clauses operate. EPSA reasons that a franchised utility’s rates will be set based on costs
they actually incur to produce electricity for their customers and that such costs would be
the same energy costs that are used in determining the electric utilities’ avoided costs that
will, in turn, set the as-available avoided cost rates to be charged by QFs.?3* In particular,
EPSA claims that the Commission appears to assume that fuel and purchase power
adjustment clauses will necessarily reflect short-term fluctuations in fuel and other
energy-based costs, while, in a number of jurisdictions, these clauses also cover costs
incurred under long-term contracts, including long-term fuel supply contracts, long-term
power purchase agreements, and equivalent financial instruments.?** EPSA argues that
remedying alleged discrimination requires providing QFs with a degree of insulation from
market volatility comparable to that afforded to utility investments with effectively
guaranteed cost recovery in retail rates, which EPSA argues the fixed energy rate contract
option accomplishes.?®

124. EPSA asserts that it was legally incorrect to claim that a QF rate equal to the
purchasing utility’s avoided cost at the time of delivery by definition could not be
discriminatory because the Commission’s regulations and precedent leave no room for

claims that, for purposes of PURPA’s avoided cost cap, there is a single measure of

B3 1d. at 7-8.
B41d. at 8-9.

25 Id. at 9-10.
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avoided cost.?*® EPSA claims that the Commission cannot avoid ensuring that QF rates
are non-discriminatory on the basis that such rates are consistent with one measure of
avoided costs if setting QF rates based on another permissible measure of avoided costs
would eliminate some or all of the discrimination.?’

125. Public Interest Organizations argue that the Commission allowed states to set rates
that discriminate against QFs in contravention of PURPA.?*® Public Interest
Organizations maintain that allowing avoided costs to be set at short-run prices
discriminates against QFs and does not reflect utilities’ avoided costs because utilities
incur long-term energy supply costs that exceed short run costs. Public Interest
Organizations assert that the Commission incorrectly defined discrimination as comparing
the standard across the electric industry instead of how a specific purchasing electric
utility treats similar generation. Public Interest Organizations contend that the
Commission assumes without evidence that contracts whose energy prices are linked to
short-term prices in a competitive market at the time of delivery is “standard” in long term
contracts. Public Interest Organizations argue that, on the contrary, non-QF renewable

generators are paid long-term fixed prices, including a fixed energy rate.?*

236 Id. at 16.
7 1d. at 17.

238 pyblic Interest Organizations Request for Rehearing at 9, 92.

2 Id. at 92-93.
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126. Public Interest Organizations claim that the Commission interpreted the statutory
term “discriminate” incorrectly.?*® Public Interest Organizations assert that, in the final
rule, the Commission permitted states to deny QFs fixed energy pricing, “even if
alternative energy the utility would acquire from its own generation or non-QF power
producers would be at fixed costs, based on the industry ‘standard’ followed by other
utilities to limit the price for all alternative energy (owned and third party) to the short run
market price.”?*! Public Interest Organizations contend that, while discrimination is
generally defined as a “difference between the subject entity and a single similar entity
that is more favorably treated,”?*? under PURPA, discrimination is not defined based on
the industry standard but rather is defined “on how the specific purchasing utility treats
QFs compared to how it treats one or more similarly situated non-QFs, including the
utility’s own generation.”?#

127. Public Interest Organizations argue that the Commission lacked evidence to
support its assertion that short-term rates are not discriminatory because they are the

industry norm.?** Public Interest Organizations contend that the Commission lacks

evidence to assert that the electric industry standard entails variable energy prices in long

240 14 at 10, 92.
241 14 at 94-95.

242 Id. at 94 (citing FTC v. Burton, 363 U.S. 536, 550 (1960); Burton v. District of
Columbia, 153 F. Supp. 3d 13, 67 (D.D.C. 2015)).

23 Id. (citing 16 U.S.C. 824a-3(b)).

24 1d. at 10, 95.
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term supply contracts, given that “utilities make long-term investments for energy
resources, enter long-term contracts for fuel for their own generation, [and] enter long
term power purchase agreements with long-run energy prices (or blended energy and
capacity prices).”** Public Interest Organizations claim that the Commission lacked
evidence to assert that that utilities recovering cost-based rates must exclude long-term
commitment costs such as rate-based energy resources, fuel contracts, and power purchase
contracts when the long term energy portion of those costs, such as power purchase
agreement prices, later exceed short run energy costs like the hourly LMP of the delivered
energy.?4¢ Public Interest Organizations assert that the rate-based generation of Alliant
Energy, upon whose data the Commission relied, receives “advanced ratemaking
principles” that fix favorable rate treatment despite intervals when the short run price is
less than the energy price assumed when long-term fixed price recovery for those the
energy resources were approved. Public Interest Organizations contend that a QF
displacing such utility investments causes the utility to avoid the long-term fixed cost of
the utility investment rather than the short-term day ahead or market hub price at the time

energy is generated from it.24’

245 Id. at 95-96 & n.280 (citing National Association of Regulatory Utility
Commissioners, Electric Utility Cost Allocation Manual, at 49-59 (July 1992)).

246 Id. at 96-97.

247 Id. at 96.
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128. Public Interest Organizations argue that, contrary to the Commission’s assertions
that long-term utility energy cost commitments may be disallowed or modified due to
short run energy price when the energy is delivered, rate recovery is usually required for
the cost of supply contracts regardless of whether the contract price later appears too high
compared to prices when the power is delivered. Public Interest Organizations therefore
reason that non-QF energy supply that utilities own themselves or purchase from another
source are not limited to short run energy market prices.**®

129. Public Interest Organizations similarly assert that the Commission selectively
quoted Town of Norwood v. FERC for the proposition that long-term non-QF energy
supply is limited to short-run market price at the time of delivery. Public Interest
Organizations instead describe Town of Norwood as concerning a wholesale supply
contract from a supplier’s mix of resources to serve a retail utility instead of a power
purchase agreement from a single generator comparable to a QF contract. Public Interest
Organizations contend that the rate in Town of Norwood contained both energy pricing in
two blocks “with the first priced at fixed embedded costs and charged based on a
ratchetted demand and energy use, and the second block based on long run marginal

costs 99249

288 1d. at 97 (citing FPC v. Sierra Pac. Power Co., 350 U.S. 348 (1956); United
Gas Pipe Line Co. v. Mobile Gas Serv. Corp., 350 U.S. 332 (1956)).

29 1d. at 97-98 (citing Town of Norwood v. FERC, 962 F.2d 20, 21, 24 (D.C. Cir.
1992)).
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130. Public Interest Organizations describe the Commission’s justifications for its
determination that Order No. 872 does not enable discrimination as poorly reasoned.?*
Public Interest Organizations argue that treating QFs without discrimination does not
require subjecting them to cost-of-service ratemaking in violation of PURPA but rather
should be the same as how the utility determines costs for other purposes. Public Interest
Organizations claim that the Commission’s argument that it is not discriminating against
QFs when it subjects them to short run energy prices because they still receive full
avoided costs is circular.?!

131. Northwest Coalition asserts that the final rule authorizes a discriminatory
framework by eliminating the certainty of a predictable revenue stream afforded by fixed
prices. Northwest Coalition argues that electric utilities can still rate-base long-term
investments, thereby ensuring that they can recover their capital investments plus an
authorized return, and then also recover their actual operating costs under traditional cost-
of-service ratemaking. Northwest Coalition contends that, in contrast, the final rule’s new
framework authorizing variable energy pricing deprives QFs of even a reasonable ability
to forecast avoided cost prices from which they must recover their investment, much less
guarantee such recovery provided to the typical utility. Northwest Coalition asserts that

this outcome places QFs on unequal footing and ensures that utilities continue to dominate

the generation market. Northwest Coalition argues that, in sum, the new regime is

20 1d. at 10, 98.

21 1d. at 98-99.



Docket Nos. RM19-15-001 and AD16-16-001 -87 -

discriminatory because it permits utilities to make acquisition decisions based on long-
term cost forecasts, which contain inherent forecast risk, but ties QFs to unpredictable
future changes in markets.>™

132. Northwest Coalition contends that the final rule fails to address the critical point
that utilities obtain virtually guaranteed cost recovery and virtually absolute certainty that
they will recover their costs plus a profit, whereas QFs now do not even receive certainty
as to the prices they can rely upon if they are able to perform successfully under their
contracts. Northwest Coalition claims that the discrimination is the failure to put QFs on
reasonably equal footing to utilities by providing QFs with the certainty of the right to
beat the utility’s long-term marginal cost of generation, which typically is the same long-
term cost estimate used to justify the utility’s own rate-base acquisitions.?™

133. Northwest Coalition argues that, although the discriminatory policy in
Environmental Action®™* regarded transmission access and not price certainty, the same
principle applies equally here. Northwest Coalition asserts that the Commission’s “effort
to place QFs on an essentially equal competitive footing with competing suppliers, . . . by

giving such suppliers the access it denies to QFs would effect an administrative repeal of

this congressional choice; by definition, this is not in the public interest.”** Northwest

252 Northwest Coalition Request for Rehearing at 12.
23 Id. at 13.

254 Id. at 14 (citing Envtl. Action v. FERC, 939 F.2d 1057, 1061-62 (D.C. Cir. 1991)
(Environmental Action)).

255 Id. (citing Environmental Action, 939 F.2d at 1062).
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Coalition contends that, in this case, the Commission’s alleged effort to place QFs on
equal footing with incumbent utilities by giving such utilities the certainty of return on
investment that will be denied to QFs is plainly discriminatory.?>® Northwest Coalition
adds that this interpretation of the anti-discrimination requirement is even supported by
the Montana Public Service Commission in the context of price certainty and allocation of
forecast risk, even though that state agency generally supported the Commission’s

257

proposed rule.

ii. Commission Determination

134.  We disagree with the arguments raised on rehearing. To begin, it is incorrect to
state that the final rule eliminated fixed rates for QFs. The final rule gave states the
flexibility, if they choose to take advantage of this flexibility, to require that the avoided
cost energy rates in QF contracts vary depending on avoided energy costs at the time of
delivery. In the final rule, as described above, the Commission retained the QF’s right for
capacity rates to be fixed, which together with the flexibility adopted in the final rule to
allow states to set avoided cost energy rates using competitive market forces should
provide a more transparent way of determining avoided costs. Those capacity rates would

still need to meet the standards of 18 CFR 292.304(e), which together with more

6 14

27 1d. at 14-15.
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transparent energy rates determined pursuant to competitive market prices and the existing
PURPA Regulations, encourages the development of QFs.?5

135.  Further, in response to EPSA’s and Public Interest Organizations’ arguments that
the final rule does not accurately describe how merchant generators are financed and
protect QFs against volatility in fuel prices, the variable energy rate/fixed capacity rate
construct is common among merchant generators for power sales agreements that include
the sale of capacity, thus demonstrating that other types of non-utility generation are able
to raise useful financing under such an arrangement.?>

136. We also disagree with arguments raised on rehearing regarding discrimination. We
reiterate our holding in the final rule that PURPA does not require, and indeed prohibits,
subjecting QFs to the same rate structures and procedures as utilities.?® Congress made
this point clear when it enacted PURPA. “The conferees recognize that cogenerators and
small power producers are different from electric utilities, not being guaranteed a rate of
return on their activities generally or on the activities vis-a-vis the sale of power to the
utility and whose risk in proceeding forward in the cogeneration or small power

production enterprise is not guaranteed to be recoverable.”*® And the Supreme Court

relied on this legislative history to conclude that “The legislative history confirms,

258 See supra PP 42-43.
2% Order No. 872, 172 FERC 9§ 61,041 at PP 35-41, 336-45.
260 14 PP 85-88 (citing API, 461 U.S. at 414; Conf. Rep. at 97-98).

261 Conf. Rep. at 97-98 (emphasis added).
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moreover, that Congress did not intend to impose traditional ratemaking concepts on sales
by qualifying facilities to utilities.”?%*

137. Moreover, EPSA, Northwest Coalition, Public Interest Organizations, and Solar
Energy Industries miss the mark when they argue that it would be discriminatory to permit
states to require variable energy rates in QF contracts if the energy the utility otherwise
would acquire from its own generation or non-QF power producers would be at a fixed
cost. These entities assert that, to prevent such discrimination, the Commission must
require fixed energy rates in order to ensure comparable terms and conditions in QF
contracts. However, in the unlikely event that all of a purchasing utility’s other, non-QF
resources happen to be long-term purchases with fixed capacity and energy rates, such a
utility’s avoided capacity and energy costs would not vary significantly over time. In that
case, a variable energy rate set at the utility’s avoided costs at the time of delivery would
be based on the utility’s essentially unchanging avoided costs and thus would not change
significantly over time.?%?

138.  We find that Public Interest Organizations and Solar Energy Industries conflate the
variable rate issue with the contract length issue in asserting that the final rule

discriminates against QFs. Although the Commission changed the extent to which a QF is

entitled to a fixed avoided cost energy rate, the Commission did not change the

262 4PI, 461 U.S. at 414,

263 We note that this situation of the variable energy avoided cost rate not changing
significantly over time would also address rehearing arguments that the final rule impedes
QF financeability.
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requirement that a capacity rate should account for longer-term costs (i.e., longer than as-
available) associated with providing the capability to delivery energy.?#* A QF contract or
LEO with a variable energy rate should reflect a purchasing electric utility’s avoided
energy costs estimated at the time of delivery. It is irrelevant for calculating a purchasing
electric utility’s avoided energy costs whether a purchasing electric utility makes
purchases of long-term capacity in non-QF bilateral agreements because a QF remains
entitled to a fixed capacity rate. In the final rule, as described above, states must take into
account the existing factors for setting fixed avoided cost capacity rates, QFs are able to
require that avoided cost capacity rates in their contracts and LEOs be fixed, and QFs may
continue to bring enforcement petitions before the Commission if states are failing to take
into account those factors when setting avoided cost capacity rates. In response to Solar
Energy Industries’ request that the Commission clarify its intent to pursue enforcement
against states in setting avoided cost rates, if a QF believes that its fixed capacity rate in a
contract does not fully reflect the long-term capacity avoided costs of the purchasing
utility because of the length of the QF contract, that QF may pursue a claim under the
statutory provisions for the enforcement of PURPA.

139. Solar Energy Industries request that the Commission clarify that where QFs

continue to lack nondiscriminatory access to buyers other than the host utility, the

264 See Windham Solar, 157 FERC 9 61,134, at P 4 (2016) (“[S]ection
292.304(d)(2) of the Commission’s regulations addresses the option to sell energy or
capacity pursuant to a legally enforceable obligation over a specified term” and “provides
(at the QF’s option) for pricing based on either avoided costs calculated at the time of
delivery or at the time the obligation is incurred.”).
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circumstances have not changed since 1980.26% It is not apparent what Solar Energy
Industries asks the Commission to clarify. But to the extent that this is a criticism of the
final rule, the final rule continues to require that state determinations of avoided costs
reflect the purchasing utility’s avoided costs and that QFs have the right to sell to directly
and indirectly interconnected utilities.*

140. We disagree with Public Interest Organizations’ and Northwest Coalition’s
assertions that the variable rate option overemphasizes the avoided cost rate cap and
underemphasizes the prohibition on discrimination against the QF and the requirement to
encourage QF development.?” PURPA specifically states that “[n]o such rule prescribed
under subsection (a) shall provide for a rate which exceeds the incremental cost to the
electric utility of alternative electric energy.”?%® Thus, the Commission’s actions to better
ensure that it has not prescribed a rule requiring that the rates paid to QFs not exceed the
purchasing utility’s avoided costs reflect Congress’s priorities in enacting PURPA and

give meaning to all provisions of the statute.?®

265 Solar Energy Industries Request for Rehearing and/or Clarification at 42.

266 See 18 CFR 292.303(a)(1)-(2), (d) (QFs have right to sell to directly and
indirectly interconnected utilities).

267 See Northwest Coalition Request for Rehearing at 19; Public Interest
Organizations Request for Rehearing at 44-46.

268 16 U.S.C. 824a-3(b).

269 See In re W. States Wholesale Nat. Gas Antitrust Litig., 715 F.3d 716, 731 (9th
Cir. 2013) (Western States Wholesale Natural Gas Antitrust Litigation) (“[S]tatutory
provisions should not be read in isolation, and the meaning of a statutory provision must

be consistent with the structure of the statute of which it is a part.”), aff’d sub nom. Oneok,
Inc. v. Learjet, Inc., 575 U.S. 373 (2015); Brazos Elec. Power Co-op. v. FERC, 205 F.3d
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141. We disagree with Northwest Coalition that the final rule discriminates against QFs
by failing to put them on a competitive footing with utilities in violation of Environmental
Action.*™ In that case, the D.C. Circuit discussed PURPA’s prohibition on discriminating
against QFs in connection with PURPA’s mandatory purchase obligation. The D.C.
Circuit stated that “[a] QF may force a sale only at the purchasing utility’s avoided

cost. ... Ifthe QF is less efficient (i.e., has higher costs) than its competitors, its
guaranteed ability to sell power only at a price below its cost will not cause its competitors
any loss of sleep.”?”' But, in contrast, if a “QF is more efficient [than the purchasing
electric utility], then the preference it receives is not a threat to, but only a redundant
(legal) guarantee of, the competitive (economic) outcome. In fact, the principal effect of
the preference seems to be to ensure that large power producers do not discriminate
against QFs.”?”> Thus the court confirmed that QFs are not guaranteed to recover their
costs and they must take the risk of being unable to make a profit selling at the purchasing
utility’s avoided costs. Contrary to Northwest Coalition’s assertions, this case hardly

suggests that fixed energy avoided cost rates are necessary to place QFs on a competitive

235, 250 (5th Cir. 2000) (Brazos) (“[1]f PURPA speaks clearly on the precise issue in
question, that plain meaning must govern; however, if PURPA’s application to a particular
issue is ambiguous, FERC’s interpretation will be upheld so long as it is a ‘permissible
construction’ of the statute.”).

270 Northwest Coalition Request for Rehearing at 13-14 (citing Environmental
Action, 939 F.2d at 1061-62).

21V Environmental Action, 939 F.2d at 1061.

22 Environmental Action, 939 F.2d at 1061-62.
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footing with utilities or that therefore the Commission must provide QFs the same rate
structure or rate recovery as a utility.

142. Public Interest Organizations cite Commission and federal district court decisions
to argue that the Commission’s final rule results in discrimination.?” But those cases do
not address how PURPA’s nondiscrimination standard relates to the avoided cost cap, and
Order No. 872 provides that QFs are still entitled to a fixed avoided cost capacity rate.?’*
Similarly, Congress and the Supreme Court both recognized that PURPA treats QFs

differently from purchasing utilities, rendering QFs not similarly situated to non-QF

resources.?”

273 Pyblic Interest Organizations Request for Rehearing at 94 & n.279 (“Under
PURPA, Congress provided that discrimination is determined based on how the specific
purchasing utility treats QFs compared to how it treats one or more similarly situated non-
QFs, including the utility’s own generation.”).

274 See, e.g., Morgantown Energy Assocs. v. Pub. Serv. Comm’n of W. Virginia,
No. 2:12-CV-6327, 2013 WL 5462386, at *25 (S.D. W. Va. Sept. 30, 2013)
(discrimination under PURPA is measured “with respect to a similarly situated non-QF”);
Pioneer Wind Park I, LLC, 145 FERC 9 61,215, at P 37 (2013) (curtailment of QFs
compared to utility resources is discriminatory under PURPA); Entergy Servs. Inc. Gen.
Coal. v. Entergy Servs., Inc., 103 FERC 9 61,125, at PP 27-29 (2003) (finding utility
discriminated against QFs compared to other independent generators when it imposed
certain fees on QFs but not on other generators)).

275 See API, 461 at 413 (emphasis added) (“[T]he full-avoided-cost rule plainly
satisfies the nondiscrimination requirement . . . . [W]e would be reluctant to infer that
Congress intended the terms ‘just and reasonable,” which are frequently associated with
cost-of-service utility ratemaking, . . . to adopt a cost-of-service approach in the very
different context of cogeneration and small power production by nontraditional facilities.
The legislative history confirms, moreover, that Congress did not intend to impose
traditional ratemaking concepts on sales by qualifying facilities to utilities.”); Conf. Rep.
at 97-98 (emphasis added) (“The conferees recognize that cogenerators and small power
producers are different from electric utilities, not being guaranteed a rate of return on their
activities generally or on the activities vis-a-vis the sale of power to the utility and whose
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143.  We also disagree with Public Interest Organizations that the final rule’s reference
to Town of Norwood does not justify use of variable energy rates. The Commission cited
Town of Norwood for the proposition that “variable energy rate/fixed capacity rate
construct is . . . the standard rate structure used throughout the electric industry for power
sales agreements that include the sale of capacity.”?’® The D.C. Circuit in Town of
Norwood explained that the rate construct at issue in that case had separate fixed demand
and variable energy charges.?’” The final rule does not state that this rate construct
necessarily represented a particular generator’s agreement nor did it need to do so to
justify granting states flexibility to use fixed capacity/variable energy avoided cost rates:
PURPA is only concerned with the purchasing electric utility’s avoided costs.?”® Indeed,
the rate construct in Town of Norwood was a marginal cost rate structure, which resembles

the definition of avoided costs under PURPA. Therefore, the Commission properly

risk in proceeding forward in the cogeneration or small power production enterprise is not
guaranteed to be recoverable.”).

276 Order No. 872, 172 FERC 9 61,041 at P 38 (citing Town of Norwood, 962 F.2d
at 21, 24).

27T Town of Norwood, 962 F.2d at 21.

278 16 U.S.C. 824a-3(b) (emphasis added) (“No such rule prescribed under
subsection (a) shall provide for a rate which exceeds the incremental cost fo the electric
utility of alternative electric energy.”); see also Order No. 69, FERC Stats. & Regs.
930,128 at 30,866 (“If the Commission required electric utilities to base their rates for
purchases from a qualifying facility on the high capital or capacity cost of a base load unit
and, in addition, provided that the rate for the avoided energy should be based on the high
energy cost associated with a peaking unit, the electric utilities’ purchased power expenses
would exceed the incremental cost of alternative electric energy, contrary to the limitation
set forth in the last sentence of section 210(b).”).
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referenced the utility rate structure in Town of Norwood for the proposition that a
purchasing utility has a fixed capacity/variable energy rate structure.

144. Furthermore, PURPA gives the Commission (and the states) discretion to
implement all the requirements applicable to QF rates in a manner that gives all the
requirements meaning. The Commission’s interpretation in the final rule is a reasonable
one that gives effect to all relevant statutory provisions by encouraging QF development
and preventing discrimination against QFs, while respecting the avoided cost rate cap.?”
In contrast, petitioners’ interpretations do not give appropriate effect to all provisions of
the statute because they fail to give full effect to the requirement that QF rates cannot
exceed the avoided cost rate cap. Together with the greater transparency the final rule
permits with respect to competitive market prices and competitive solicitations and greater
clarity with regard to LEOs, the final rule has implemented all provisions of the statute
consistent with Congress’s intent in passing PURPA.

C. Effect of Variable Energy Rates on Financing

145. In the final rule, the Commission agreed with commenters that PURPA does not
guarantee QFs a rate that, in turn, guarantees financing. The Commission stated that,

although PURPA requires the Commission to adopt rules that encourage the development

2D Cf. Western States Wholesale Natural Gas Antitrust Litigation, 715 F.3d at 731
(“[S]tatutory provisions should not be read in isolation, and the meaning of a statutory
provision must be consistent with the structure of the statute of which it is a part.”);
Brazos, 205 F.3d at 250 (“[I]f PURPA speaks clearly on the precise issue in question, that
plain meaning must govern; however, if PURPA’s application to a particular issue is
ambiguous, FERC’s interpretation will be upheld so long as it is a ‘permissible
construction’ of the statute.”).
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of QFs, PURPA does not provide a guarantee that any particular QF will be developed or

profitable. 8

146. Notwithstanding that PURPA does not guarantee QF financeability, the
Commission stated its belief that the variable avoided cost energy rate option implemented
by the final rule will still allow QFs to obtain financing.?%!

147. The Commission reiterated that it is not eliminating fixed rate pricing for QFs. The
Commission explained that, under the final rule, QFs will be able to require that avoided
cost capacity rates in their contracts and LEOs be fixed. The Commission further
explained that capacity costs, as relevant here, include the cost of constructing the
capacity being avoided by purchasing utilities as a consequence of their purchases from
QFs. The Commission stated that a combination of fixed avoided cost capacity rates and
variable avoided cost energy rates can provide important revenue streams that can support
the financing of QFs.?%

148. Furthermore, the Commission found that merely because QFs have had access to
fixed avoided cost energy rates does not mean that QFs must have access to such rates to
obtain future financing. The Commission explained that, up to now, QFs have had the

right under the PURPA Regulations to both fixed capacity and fixed energy rates, and we

understand that most QFs executing long-term contracts have exercised this right. The

280 Order No. 872, 172 FERC 9§ 61,041 at P 335.
281 Id. P 336.

82 Id. at P 337.
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Commission described commenters insisting that the Commission cannot allow states the
option to impose variable avoided cost energy rates without evidence that QFs have
obtained financing under such contract structures as attempting to impose a standard that
could never be satisfied.?%?

149. In response, the Commission cited to ample evidence demonstrating that generation
projects that are similar to QFs (i.e., independent power producers) with fixed capacity
rate-variable energy rate contracts are financeable.?%*

150. The Commission found that the record showed that, even without the right to
require long-term fixed energy rates, non-QF independent power producers have been able
to obtain financing for large amounts of generation capacity, including from renewables.
Based on this data, the Commission found that the right to require counterparties to pay
fixed energy rates is not essential for the financing of independent power generation
capacity.?%

151. The Commission acknowledged that a number of different financing mechanisms

were used for this independent generation capacity, not all of which may be available to

QFs. Nevertheless, the Commission understood that a standard rate structure employed in

283 See id. P 338 (citing Solar Energy Industries Comments, Docket No. RM19-15-
000, at 28 (Dec. 3, 2019); NIPPC, CREA, REC, and OSEIA Comments, Docket No.
RM19-15-000, at 29, 46 (Dec. 3, 2019); Harvard Electricity Law Comments, Docket No.
RM19-15-000, at 22, 25-27 (Dec. 3, 2019); Public Interest Organizations Comments,
Docket No. RM19-15-000, at 6-7, 33-35 (Dec. 3, 2019)).

284 Id. P 339.

285 Id. P 340.
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the electric industry is a fixed capacity rate-variable energy rate structure and that many
independent power production facilities have been financed based on this structure.?%
Accordingly, the Commission found that record evidence and historical data regarding the
financing and construction of significant amounts of independent power production
facilities supports the Commission’s conclusion that a fixed capacity rate-variable energy
rate structure—which will apply in those states choosing the variable avoided cost energy
rate option—also will support financing of QFs.

152. The Commission did not find compelling the concerns expressed by some
commenters that a fixed capacity rate-variable energy rate construct may not work for
solar and wind resources, which have high fixed capacity costs and minimal variable
energy costs.?%” Similarly, the Commission was not persuaded by comments that point out

that energy rates in typical independent power production contracts are designed to

286 Id. P 341 (citing American Public Power Association, How New Generation is
Funded (Aug. 29, 2018), https://www.publicpower.org/blog/how-new-generation-funded
(“Beginning in 2015, merchant generation [in RTOs/ISOs markets] began to increase
dramatically from prior years, amounting to 19.3 percent of new capacity in 2015, 7.2
percent in 2016, and 29.1 percent in 2017.””). The Commission noted that, in RTOs and
ISOs with capacity markets, merchant generators are compensated through variable
energy rates and fixed capacity rates, along with whatever ancillary service revenues they
can earn. Id. P 341 n.550.

287 See id. P 342 (citing Harvard Electricity Law Comments, Docket No. RM19-15-
000, at 26 (Dec. 3, 2019); Public Interest Organizations Comments, Docket No. RM19-
15-000, at 33-34 (Dec. 3, 2019); Solar Energy Industries Comments, Docket No. RM19-
15-000, at 30 (Dec. 3, 2019)).
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recover the cost of a facility’s fuel, whereas variable energy rates would provide no such
guarantee. 8

153. The Commission found that the record demonstrated that the amount of renewable
resources being developed outside of PURPA greatly exceeds the amount of renewable
resources developed as QFs. The Commission reasoned that the fact that renewable
resources were able to develop outside of PURPA showed that they were able to obtain
financing despite lacking the legal right to fixed energy rates.?®

154. The Commission also disagreed with those commenters who asserted that the
Commission should “require[] the variable energy component to be structured in a way
that removes market risk from the QF.”*® The Commission found that this argument is
contrary to one of the fundamental premises of PURPA, which is that QFs must accept the
market risk associated with their projects by being paid no more than the purchasing

291

utility’s avoided cost, thereby preventing utility retail customers from subsidizing QFs.

The Commission described concerns regarding the alleged mismatch between avoided

288 See id. (citing NIPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-
15-000, at 42-43 (Dec. 3, 2019)).

289 See id. P 343.

290 Jd. P 344 (citing NIPPC, CREA, REC, and OSEIA Comments, Docket No.
RM19-15-000, at 43 (Dec. 3, 2019)).

21 See id. (citing Conf. Rep. at 97-98 (stating that the “risk in proceeding forward
in the [QF] enterprise is not guaranteed to be recoverable); API, 461 U.S. at 416 (holding
that QFs “would retain an incentive to produce energy under the full-avoided-cost rule so
long as their marginal costs did not exceed the full avoided cost of the purchasing
utility”)).
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costs and the costs of renewable technologies as collateral attacks on the requirements of
PURPA itself, not our proposed implementation of it.

155. The Commission acknowledged those comments explaining that hedging tools
increase project expense and may not be available to all QFs.??> However, the
Commission stated that it never intended to suggest that hedging is cost-free or that it
would be appropriate for all QFs.

156. The Commission found that testimony that Public Interest Organizations cited from
the Technical Conference, which indicated that Southern Company has negotiated non-QF
renewable contracts with fixed energy rates rather than variable energy rates, did not
support the contention that the Commission must provide for fixed avoided cost energy
rates for QF contracts and other LEOs.?*

157. In the NOPR comments, certain commenters expressed concern that, when a
purchasing electric utility is not avoiding the construction or purchase of capacity as a
consequence of entering into a contract with a QF, under the NOPR’s proposed rules a

state could limit the QF’s contract rate to variable energy payments.?** The Commission

22 Id. P 345 (citing NIPPC, CREA, REC, and OSEIA Comments, Docket No.
RM19-15-000, at 45-46 (Dec. 3, 2019); Resources for the Future Comments, Docket No.
RM19-15-000, at 6-7 (Dec. 2, 2019); Solar Energy Industries Comments, Docket No.
RM19-15-000, at 30 (Dec. 3, 2019)).

293 Id. P 346 (citing Public Interest Organizations Comments, Docket No. RM19-
15-000, at 33-34 (Dec. 3, 2019) (citing NOPR, 168 FERC 9 61,184 at P 70 n.114)).

24 1d. P 347 (citing CARE Comments, Docket No. RM19-15-000, at 4 n.7 (Dec. 3,
2019); EPSA Comments, Docket No. RM19-15-000, at 12 (Dec. 3, 2019)).
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found that, in that event, the only costs being avoided by the purchasing electric utility
would be the incremental costs of purchasing or producing energy at the time the energy is
delivered.?®> The Commission stated that nothing in PURPA or the legislative history of
PURPA suggests that the Commission should set QF rates so as to facilitate the financing
of new QF capacity in locations where no new capacity is needed.

158. The Commission recognized that there is some evidence that variable avoided cost
energy rates in contracts and LEOs could result in longer-term contracts.?”® The
Commission did not find that the variable avoided cost energy rate provision in the final
rule will necessarily lead to longer term contracts and LEOs in every state, nor did its
decision to adopt this provision rely on such a finding.?®’ However, the Commission
found that the record supports the conclusion that the variable avoided cost energy rate

provision could lead to longer term contracts in at least some states and that likelihood

%5 Id. (citing City of Ketchikan, 94 FERC 9 61,293, at 62,061 (2001) (“[A]voided
cost rates need not include the cost for capacity in the event that the utility’s demand (or
need) for capacity is zero. That is, when the demand for capacity is zero, the cost for
capacity may also be zero.”)).

296 Id. P 349 (citing NOPR, 168 FERC 4 61,184 at 5 n.5; Idaho Commission
Comments, Docket No. RM19-15-000, at 4 (Dec. 3, 2019) (allowing states to set variable
QF energy avoided costs “would allow states to consider longer term contracts without
putting ratepayers at risk™)).

27 Id. The Commission did not find that variable avoided cost energy rates would
be appropriate only if they cause states to require longer term contracts, and the
Commission did not adopt the suggestion made by certain commenters that the
Commission order states to require longer contract terms. See id. P 349 n.566 (citing
NIPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-15-000, at 47-48 (Dec.
3, 2019); Public Interest Organizations Comments, Docket No. RM19-15-000, at 6-7
(Dec. 3, 2019); sPower Comments, Docket No. RM19-15-000, at 11 (Dec. 3, 2019)).
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provides support for the conclusion that QFs will be able to obtain financing for their
projects under this provision if their costs are indeed below the purchasing utility’s
298

avoided costs.

i. Requests for Rehearing

159. Public Interest Organizations argue that the Commission ignored evidence showing
that allowing states to eliminate fixed energy rate contracts discourages QF
development.?® Public Interest Organizations assert that the Commission ignored
evidence that fixed energy rates are important to QF development. Similarly, Public
Interest Organizations claim that the Commission ignored evidence that (1) allowing
states to adopt variable energy rate contracts will violate PURPA and (2) states allowing
only variable energy rate QF contracts have experienced little or no renewable QF
development and QF development fell in states that switched from fixed price contracts to
variable price contracts.?*® For support, Public Interest Organizations point to the
following: (1) Alabama offers standard contracts with only QF rates that vary based on
month and time of day received and in 2018 Alabama’s cumulative solar capacity was less
than 300 MW; (2) Georgia Power’s standard offer for solar QF contracts offered only a
variable hourly avoided energy cost rate and there are about nine solar participants in this

program with a total of less than 500 kW capacity; (3) Wisconsin utilities offer only short

298 Id. P 349.
29 Pyblic Interest Organizations Request for Rehearing at 9, 72.

390 1d. at 73-74.
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term variable pricing at LMP and no QFs have been developed in response, in contrast to
neighboring states with fixed price contracts and substantial QF development; and (4) QF
development related to fixed rate contracts in Idaho stopped after the Idaho Commission
required variable energy rate contracts that reset every two years.’!

160. Public Interest Organizations argue that large, non-QF development and nuclear
plant power purchase agreements also rely on fixed price contracts. Public Interest
Organizations maintain that, even if non-QFs relied on variable- instead of fixed-energy
price contracts, the Commission has not shown that renewable projects that are QFs can
be developed under similar contract terms. Public Interest Organizations represent that
renewable QFs have only been developed where contracts provide long-term price
certainty (e.g., in Idaho, QF development ceased when states provide only variable energy
pricing (even with fixed capacity rates), which is contrary to the Commission’s unfounded
assertion that QF development would increase with variable rates).3*?

161. Public Interest Organizations argue that the Commission relies on speculation that
QFs could be developed without fixed energy rates and that the Commission lacks
evidence to argue that long-term price certainty is not material to QFs’ ability to obtain
financing. Public Interest Organizations assert that the Commission’s citation to

testimony from Southern Company about a hypothetical bilateral contract with an

independent natural gas power producer does not show how renewable generators that

3 1d. at 74-75.

392 Id. at 75-76.
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could qualify as QFs using different financing structures, using different fuels, and at
much smaller capacities could be developed. Public Interest Organizations contend that
the Commission could point to no renewable QF that could be developed without long-
term energy price certainty. Public Interest Organizations similarly assert that the
Commission misconstrued testimony from Solar Energy Industries in suggesting that a
fixed energy price was unnecessary to encourage QF development.3®

162. Public Interest Organizations argue that, contrary to the Commission’s assertions,
there is no evidence that bilateral energy transactions to hedge energy price risk as used in
large gas plant transactions are sufficient without fixed energy rates for lenders to finance
new wind and solar QF development. Public Interest Organizations claim that the
Commission has no evidence that financial hedge products exist for QFs for a sufficient
period of time and at a reasonable price to permit financing.?** Public Interest
Organizations assert that, because the Commission has provided no evidence that any
QFs, renewable projects the size of QFs, or non-QF renewables were developed without
fixed price energy contracts, the Commission’s assertions that new generation was

developed without PURPA’s avoided cost provisions are irrelevant.3%s

393 1d. at 76-78.
3 1d. at 78.

395 1d. at 78-79.
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163. Public Interest Organizations argue that the Commission ignored evidence showing
the fixed capacity rates alone will not encourage renewable energy development.3

Public Interest Organizations claim that the Commission ignored evidence showing that,
in vertically integrated markets like the Southeast, several utilities have eliminated or
dramatically lowered capacity payments to QFs and that QFs cannot use financing
arrangements available to non-QFs, such as independent natural gas generators, to be
viable. Public Interest Organizations assert that, because the capacity price for a QF may
be zero, no QFs were effectively developed after Dominion Energy South Carolina’s
capacity rates were set at zero and QF development is minimal in Alabama due to
Alabama Power’s zero price capacity rates. Therefore, Public Interest Organizations
maintain that the Commission has no evidence to support its contention that a fixed
capacity rate should be sufficient to recover QF capacity costs and enable QF financing.?"’
164. Public Interest Organizations argue that renewable QFs have different financing
needs than non-QF independent natural gas generators and that the Commission lacked
evidence to support applying the variable energy/fixed capacity rate construct to QFs.3%®
Specifically, Public Interest Organizations represent that “wind and solar QFs have higher

capital costs, lower operating costs, and provide energy intermittently—characteristics

that may present different financing challenges as compared to non-QF natural gas fired

396 1d. at 9, 78-79.
37 1d. at 79-82.

398 Id. at 82-83.
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capacity.”3*” Public Interest Organizations state that even RTO/ISO capacity markets,
which they note many QFs do not have access to, “are implicitly biased in favor of
resources with low capital costs, such as natural gas plants, and may be “ill-suited to
finance” renewable resources with high-fixed costs and near-zero operating costs.”3!?

165. Solar Energy Industries contend that, while securing financing based on an as-
available energy rate and a fixed capacity rate may be a rare possibility in a few locations
across the country, there is no evidence in the record that financing is generally available
in such circumstances.>"! Solar Energy Industries claim that, therefore, long-term
contracts are necessary to finance new non-utility generation because capital providers
will not finance a project without a reasonable expectation of the revenue the project
expects to generate over its useful life.3!? Solar Energy Industries conclude that, if the
purchasing electric utility does not offer the QF a forecasted energy rate over the life of a
long-term contract and the QF is not otherwise able to compete for a long-term contract
through a competitive bidding program, then the QF will not be able to obtain financing in

the capital markets.!3

399 Jd. at 83 (citing Harvard Electricity Law Comments, Docket No. RM19-15-000,
at 17-19 (Dec. 3, 2019)).

310 1d. (citing Harvard Electricity Law Comments, Docket No. RM19-15-000, at
17-19 (Dec. 3, 2019)).

311 Solar Energy Industries Request for Rehearing and/or Clarification at 9, 12.
312 14 at 9.

313 1d. at 10.
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166. Solar Energy Industries further argue that there is no credible evidence in the
record that even merchant generation projects are financed on variable energy rate
contracts.’'* Solar Energy Industries provide examples where such generators have
sought longer-term contracts as a means to support capital market financing.3!'> Solar
Energy Industries further argue that merchant natural gas generators have relatively low
capital costs and are thus able to rely on the fuel products markets to mitigate the risk of
variable energy pricing, whereas fuel-less QFs do not have a similar ability, and thus bear
the entire risk of volatile market prices.*'® Solar Energy Industries provide examples of
industry studies that they claim have consistently shown that only very small portions of
new capacity additions have been financed with variable energy rates.?’

167. Solar Energy Industries also assert that the Commission acted arbitrarily and
capriciously in failing to consider the fact that many states do not offer QFs a fixed price
for capacity that is sufficient to support financing.>'® Solar Energy Industries argue that,
when purchasing electric utilities do not provide for fixed capacity payments over the term

of the QF contract, the Commission should not provide a state flexibility to terminate the

314 1d. at 12.
35 1d. at 12-13.
316 1d. at 14.

317 1d. at 14-15 (citing Power Plants are Not Built on Spec, 2014 Update, American
Public Power Association (Oct. 2014),
https://hepg.hks.harvard.edu/files/hepg/files/94 2014 power plant study.pdf?m=152336
6757).

318 1d. at 16.
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QF’s right to elect a long-term energy rate in a long-term contract.’' Solar Energy
Industries contend that it would be arbitrary and capricious, for example, to allow New
Mexico the flexibility to terminate the QF’s right to elect a long-term energy rate because
Public Service Company of New Mexico (PNM) does not compensate QFs for capacity
despite the fact that PNM has announced it is replacing all of the capacity from its San
Juan Generating Station with renewables.3?

168. Finally, Solar Energy Industries claim that the final rule’s reliance on the prospects
for QFs’ ability to leverage the use of financial products (i.e., a hedge) when offered a
variable energy rate contract is without any factual basis, adding that, even when hedges
are made available, many hedge providers decline to work with small projects because
they are not cost effective and have higher risk profiles.?!

169. Northwest Coalition argues that the Commission’s assumption that QFs will be
able to secure financing without fixed energy prices is not supported by sufficient
evidence and ignores extensive evidence to the contrary. Northwest Coalition asserts that
the Commission’s conclusion that QFs can be financed using contracts with variable
energy rates is without evidentiary support and arbitrarily ignores or misconstrues
evidence from different sources demonstrating that exposing generation projects to

unpredictable market risks makes financing QFs impossible. Northwest Coalition

319 Id.
320 1d. at 16-17.

321 1d. at 18.
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contends that, although the Commission relies on evidence that non-QF renewable energy
projects have grown in recent years, it cites no underlying contract terms and ignores that
these projects have largely been built on the strength of fixed price contracts. Northwest
Coalition claims that the Commission takes evidence out of context and ignores real-world
evidence that attempts to develop generation based on short-term prices have failed*** and
that short-term prices do not represent utility avoided costs for long-term energy.?

170. Northwest Coalition argues that the Commission relies on arbitrary reasoning to
support the decision to reverse 40 years of precedent, holding that fixed-price contracts are
necessary to encourage QFs and support financing of QFs, to authorize states to deprive
QFs of fixed energy prices. Northwest Coalition asserts that the Commission failed to
respond to legitimate objections raised by commenters opposing the proposal, ignores
evidence that QFs require a substantial minimum term to support financing, and fails to
establish any minimum contract term, despite well-established precedent requiring
contract terms long enough to support financing and substantial evidence that states have

undermined PURPA by imposing unreasonably short contract terms.3?*

322 Northwest Coalition Request for Rehearing at 4-5.

333 1d. at 5 (citing Transmission Access Pol’y Grp. v. FERC, 225 F.3d 667, 688
(D.C. Cir. 2000)).

324 Id. (citing PPL Wallingford Energy LLC v. FERC, 419 F.3d 1194, 1198 (D.C.
Cir. 2005) (PPL Wallingford); Ne. Md. Waste Disposal Auth. v. EPA, 358 F.3d 936, 949
(D.C. Cir. 2004)).
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171.  Northwest Coalition claims that there is no guarantee that the long-term avoided
capacity payment will be sufficient to support a QF’s financing and permitting avoided
cost energy payments to vary with volatile short-term market prices forces QFs to bear the
325

risks of market volatility.

ii. Commission Determination

172.  We disagree with the arguments raised on rehearing. First, in enacting PURPA,

b3

Congress made clear that QFs’ “risk in proceeding forward in the cogeneration or small
power production enterprise is not guaranteed to be recoverable.”¥?® The Commission
determined, based on record evidence described in the final rule and below, that
significant amounts of generation capacity, including renewable resource capacity, have
obtained financing without a regulatorily-required fixed energy rate. But to the extent that
a state determines that a variable energy rate is required to ensure that the QF’s rate does
not exceed avoided costs, then PURPA prevents the Commission from requiring that the
state award the QF with a fixed energy rate to ensure that the QF obtains financing.

173. We also reiterate that the Final Rule did not eliminate fixed rates for QFs. The
final rule gives states the flexibility, if they choose to take advantage of this flexibility, to
require that the avoided cost energy rates in QF contracts vary depending on the

purchasing utility’s avoided energy costs at the time of delivery. However, in the final

rule, the Commission did not alter QFs’ right to require capacity rates to be fixed for the

325 Id. at 16-17.

326 Conf. Rep. at 97-98 (emphasis added).
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length of the QF’s contract. Those capacity rates would still need to meet the standards of
18 CFR 292.304(e). Furthermore, because those rates must continue to be set at a
purchasing utility’s full avoided costs, a particular QF’s inability to be developed under
that rate does not mean that rate violates PURPA.
174. Further, as stated in the final rule, the variable energy rate/fixed capacity rate
construct is common among merchant generators for power sales agreements that include
the sale of capacity, which demonstrates that other types of non-utility generation are able
to raise useful financing under such an arrangement.??’ As Finadvice, a commenter with
experience in project finance observed in its NOPR comments, given the mandatory
purchase obligation,

QFs utilizing a variety of standard hedging and risk

management tools, provide sufficient comfort to facilitate the

financing of variable priced PPAs. Having a fixed capacity

rate, as proposed by the Commission will help attract capital

and reduce the cost of financing in this regard, but is not a
necessary prerequisite.3

175. Moreover, many QFs do share significant characteristics with other types of

independent, non-utility generation; thus, it is reasonable to assume that they would be

327 See Order No. 872, 172 FERC 9§ 61,041 at PP 30-31, 35-41, 336-345.

328 Finadvice Comments, Docket No. RM19-15-000, at 2 (Dec. 3, 2019); see also
Ohio Commission Energy Advocate Comments, Docket No. RM19-15-000, at 3-4 (Dec.
3, 2019 (“[O]rganized wholesale markets such as PJM have successfully attracted new
supplies and ensured resource adequacy through a combination of fixed capacity rates and
variable energy rates such as the Commission is proposing here. Fixing both the energy
and the capacity components of the QF power sales contract is not necessary to attract
new resources or to appropriately compensate qualifying facilities.”).
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able to raise useful financing under such a financing arrangement.? It is not necessary to
prove that all potential QFs would be able to raise useful financing under such an
arrangement, particularly where a state has determined that mandating variable as-
available QF energy rates is necessary to respect the statutory avoided cost cap on QF
rates. ¥’

176. While independent non-QFs are not subject to the same limits as QFs (i.e., avoided
cost caps, 80 MW limit), these resources have been developed, likely with financing,
despite lacking the encouragement provided by PURPA (i.e., mandatory purchase
obligation, interconnection rights, exemption from state and federal regulations). While
the Commission has indicated that hedging and other financial instruments can be helpful
for QFs to obtain financing, the Commission did not suggest that all QFs need such
instruments to obtain financing.*!

177. We are not persuaded by Public Interest Organizations’ argument that states’ use of

variable energy rates is a dispositive cause of a drop in QF development in particular

329 See Order No. 872, 172 FERC 61,041 at P 340.

330 Cf. Environmental Action, 939 F.2d at 1064 (“[I]t is within the scope of the
agency’s expertise to make such a prediction about the market it regulates, and a
reasonable prediction deserves our deference notwithstanding that there might also be
another reasonable view.”).

331 See Order No. 872, 172 FERC 9 61,041 at P 345 (footnote omitted) (“[TThe
Commission never intended to suggest that hedging is cost-free or that it would be
appropriate for all QFs. The commenters all agree that hedging is available for at least
some QFs. For such QFs, hedging can help provide energy rate certainty if such certainty
is required for financing. To the extent that certainty is required, then the cost of hedging
is a part of the cost of financing the project that PURPA requires QFs to bear.”).
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states; it is possible that such a decrease in QF development was due to a variety of
reasons, such as non-PURPA-related permitting, or PURPA-related reasons that preceded
the final rule, such as the avoided capacity costs equaling zero, which has been
permissible under Commission precedent.®*? While we do not in this proceeding
invalidate any state actions taken thus far, the final rule and this order provide greater
emphasis that QFs are entitled to a fixed capacity rate if the purchasing utility’s avoided
capacity costs exceed zero. If a QF believes that a state is not implementing these rules,
then that QF may seek relief in the appropriate forum, which could include any one or
more of the following: (1) initiating or participating in proceedings before the relevant
state commission or governing body; (2) filing for judicial review of any state regulatory
proceeding in state court (under PURPA section 210(g)); or, alternatively, (3) filing a
petition for enforcement against the state at the Commission and, if the Commission
declines to act, later filing a petition against the state in U.S. district court (under PURPA
section 210(h)(2)(B)).>*

d. Requested Clarification of the Final Rule

178. If the Commission does not grant rehearing, Solar Energy Industries request that
the Commission clarify that such “flexibility” offered by revised 18 CFR 292.304(d) is not

available to any state unless the purchasing electric utility (1) has separately-stated

332 Pyblic Interest Organizations Request for Rehearing at 73-74.

333 See Policy Statement Regarding the Commission’s Enforcement Role Under
Section 210 of the Public Utility Regulatory Policies Act of 1978, 23 FERC 4 61,304.
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avoided energy and capacity rates on-file and (2) is complying with the data reporting
requirements of 18 CFR 292.302.3%

i. Commission Determination

179. We grant Solar Energy Industries’ request for clarification that a state may only use
variable rates to set avoided energy costs if the utility has fulfilled its obligations to
disclose avoided cost data under 18 CFR 292.302. We do not find the disclosure of such
information unreasonable as the Commission’s PURPA Regulations already require its
disclosure.’* In addition, although electric utilities are required to disclose this data
generally, it is especially important when a state has selected the fixed capacity/variable
energy rate construct to ensure that QFs have this data from the purchasing electric utility
to provide transparency with regard to a utility’s avoided costs, i.e., to understand what a
utility’s cost are to generate itself or purchase from another source. Particularly in the
context of a state selecting a variable energy rate that can change over the term of a QF
contract, ensuring that QFs have access to such avoided cost data encourages QF

development. 3¢

334 Solar Energy Industries Request for Rehearing and/or Clarification at 11.
335 See 18 CFR 292.302.

336 See Order No. 69, FERC Stats. & Regs. 930,128 at 30,868 (“[I]n order to be
able to evaluate the financial feasibility of a cogeneration or small power production
facility, an investor needs to be able to estimate, with reasonable certainty, the expected
return on a potential investment before construction of a facility. This return will be
determined in part by the price at which the qualifying facility can sell its electric output.
Under §292.304 of these rules, the rate at which a utility must purchase that output is
based on the utility's avoided costs, taking into account the factors set forth in paragraph
(e) of that section. Section 292.302 of these rules is intended by the Commission to assist
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180. We deny Solar Energy Industries’ additional request that a utility must have
separately-stated avoided energy and capacity rates on-file in order for a state to set
variable energy rates in QF contracts. Solar Energy Industries has not shown how having
such rates on file necessarily encourages the development of QFs and, as explained below,
likely would be inconsistent with the authority that PURPA grants the states.**” Under
PURPA, states are permitted to determine avoided cost rates differently among themselves
(i.e., through adjudication, rulemaking, or legislation).>*® Requiring each utility to have a
stated rate on file (beyond standard rates**®) may interfere with states’ rights to determine
a rate and the flexibility provided in Order No. 872 to set such rates. However, as noted
above, we are requiring the disclosure of the data that would allow QFs to review any rate
that is set by a state, and the disclosure of such data should encourage the development of

QFs.

5. Consideration of Competitive Solicitations to Determine Avoided
Costs

181. Inthe NOPR, the Commission proposed to revise the PURPA Regulations in 18

CFR 292.304 to add subsection (b)(8). In combination with new subsection (e)(1), this

those needing data from which avoided costs can be derived.”).

337 While we do not require this here, states may choose to require that rates are on
file.

338 See FERC v. Miss., 456 U.S. at 751 (“[A] state commission may comply with
the statutory requirements [of PURPA section 210] by issuing regulations, by resolving

disputes on a case-by-case basis, or by taking any other action reasonably designed to give
effect to FERC’s rules.”).

339 See 18 CFR 292.304(c).
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subsection would permit a state the flexibility to set avoided cost energy and/or capacity
rates using competitive solicitations (i.e., requests for proposals or RFPs), conducted
pursuant to appropriate procedures. 34

182. The Commission recognized that one way to enable the industry to move toward
more competitive QF pricing is to allow states to establish QF avoided cost rates through a
competitive solicitation process. The Commission previously has explored this issue. In
1988, the Commission issued a notice of proposed rulemaking proposing to adopt
regulations that would allow bidding procedures to be used in establishing rates for
purchases from QFs.3! That rulemaking proceeding, along with several related
proceedings, ultimately was withdrawn as overtaken by events in the industry.?*?

183. Since then, in 2014, the Commission held, with respect to a particular competitive
solicitation, that an electric utility’s obligation to purchase power from a QF under a LEO

could not be curtailed based on a failure of the QF to win an only occasionally-held

340 NOPR, 168 FERC 61,184 at P 82.

3 Regulations Governing Bidding Programs, 53 FR 9324 (Mar.22, 1988), FERC
Stats. & Regs. 932,455 (1988) (cross-referenced at 42 FERC 9 61,323) (Bidding NOPR);
see also Administrative Determination of Full Avoided Costs, Sales of Power to
Qualifying Facilities, and Interconnection Facilities, 53 FR 9331 (Mar.22, 1988), FERC
Stats. & Regs. 932,457 (1988) (cross-referenced at 42 FERC 9 61,324) (ADFAC NOPR).

342 See Regulations Governing Bidding Programs, 64 FERC q 61,364 at 63,491-92
(1993) (terminating Bidding NOPR proceeding); see also Administrative Determination of

Full Avoided Costs, Sales of Power to Qualifying Facilities, and Interconnection
Facilities, 84 FERC 9 61,265 (1998) (terminating ADFAC NOPR proceeding).
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competitive solicitation.’*?® In a separate proceeding involving a different competitive
solicitation, the Commission declined to initiate an enforcement action where the state
competitive solicitation was an alternative to a PURPA program.>**

184. Given this precedent, in the NOPR, the Commission proposed to amend its
regulations to clarify that a state could establish QF avoided cost rates through an
appropriate competitive solicitation process. Consistent with its general approach of
giving states flexibility in the manner in which they determine avoided costs, the
Commission did not propose in the NOPR to prescribe detailed criteria governing the use
of competitive solicitations as tools to determine rates to be paid to QFs, as well as to
determine other contract terms. The Commission stated that states arguably may be in the
best position to consider their particular local circumstances, including questions of need,

resulting economic impacts, amounts to be purchased through auctions, and related

issues.3*3

33 See, e.g., Hydrodynamics, Inc., 146 FERC 9 61,193, at PP 31-35 (2014)
(Hydrodynamics). Competitive solicitation processes have been used more recently in a
number of states, including Georgia, North Carolina, and Colorado. Georgia’s
competitive solicitation process is described at Ga. Comp. R. & Regs. 515-3-4.04(3)
(2018). North Carolina’s competitive solicitation process is described at 4 N.C. Admin.
Code 11.R8-71 (2018). Colorado’s competitive solicitation process is described at
sPower Development Co., LLC v. Colorado Pub. Utils. Comm’n, 2018 WL 1014142 (D.
Colo. Feb. 22, 2018).

34 Winding Creek Solar LLC, 151 FERC ¥ 61,103, reconsideration denied, 153
FERC 9§ 61,027 (2015). But see Winding Creek Solar LLC v. Peterman, 932 F.3d 861 (9th
Cir. 2019).

345 NOPR, 168 FERC 61,184 at P 86.
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185. Nevertheless, in considering what constitutes proper design and administration of a
competitive solicitation, in the NOPR, the Commission found it was appropriate to
establish certain minimum criteria governing the process by which competitive
solicitations are to be conducted in order for a competitive solicitation to be used to set QF
rates. In that regard, the Commission noted that it has addressed competitive solicitations
in prior orders in a number of contexts that provide potential guidance to states and others.
For example, the Commission’s policy for the establishment of negotiated rates for
merchant transmission projects,**® the Bidding NOPR, and the Hydrodynamics case*' all
suggest factors that could be considered in establishing an appropriate competitive
solicitation that is conducted in a transparent and non-discriminatory manner.33

186. As proposed in the NOPR, these factors included, among others: (a) an open and

transparent process; (b) solicitations should be open to all sources to satisfy the purchasing

346 14 P 87 (citing Allocation of Capacity on New Merchant Transmission Projects
and New Cost-Based, Participant-Funded Transmission Projects, 142 FERC 9 61,038
(2013)).

37 Id. (citing Hydrodynamics, 146 FERC 9 61,193 at P 32 n.70 (citing Bidding
NOPR, FERC Stats. & Regs. 932,455 at 32,030-42)). The Commission noted that, while
QFs not awarded a contract pursuant to an competitive solicitation would retain their
existing PURPA right to sell energy as available to the electric utility, if the state has
concluded that such QF capacity puts tendered after an competitive solicitation was held
are “not needed,” the capacity rate may be zero because an electric utility is not required
to pay a capacity rate for such puts if they are not needed. /d. P 87 n.135 (citing
Hydrodynamics, 146 FERC 9 61,193 at P 35 (referencing City of Ketchikan, 94 FERC at
62,061 (“[A]voided cost rates need not include the cost for capacity in the event that the
utility’s demand (or need) for capacity is zero. That is, when the demand for capacity is
zero, the cost for capacity may also be zero.”))).

348 Id.
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electric utility’s capacity needs, taking into account the required operating characteristics
of the needed capacity;** (c) solicitations conducted at regular intervals; (d) oversight by
an independent administrator; and (e) certification as fulfilling the above criteria by the
state regulatory authority or nonregulated electric utility. The Commission proposed that
a state may use a competitive solicitation to set avoided cost energy and capacity rates,
provided that such competitive solicitation process is conducted pursuant to procedures
ensuring the solicitation is transparent and non-discriminatory. The Commission
proposed that such a competitive solicitation must be conducted in a process that includes,
but is not limited to, the factors identified above which would be set forth in proposed
subsection (b)(8).3*

187. In addition, the Commission sought comment on whether it should provide further
guidance on whether, and under what circumstances, a competitive solicitation can be
used as a utility’s exclusive vehicle for acquiring QF capacity.>™!

188. In the final rule, the Commission adopted the NOPR proposal to revise the PURPA

Regulations to explicitly permit a state the flexibility to set avoided energy and/or capacity

rates using competitive solicitations (i.e., RFPs) conducted pursuant to appropriate

349 14 (citing 18 CFR 292.304(e); Windham Solar, 157 FERC 4 61,134 at PP 5-6).
350 Id.

351 Jd. P 88. The Commission proposed that, even if a competitive solicitation were
used as an exclusive vehicle for an electric utility to obtain QF capacity, QFs that do not
receive an award in the competitive solicitation would be entitled to sell energy to the
electric utility at an as-available avoided cost energy rate. Id. P 88 n.137.
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procedures in a transparent and non-discriminatory manner. The Commission stated that
the primary feature of a transparent and non-discriminatory competitive solicitation is that
a utility’s capacity needs are open for bidding to all capacity providers, including QF and
non-QF resources, on a level playing field. The Commission found that this level playing
field ensures that any QF’s capacity rates that result from the competitive solicitation are
just and reasonable and non-discriminatory avoided cost rates.*?

189. Consistent with its general approach of giving states flexibility in the manner in
which they determine avoided costs, the Commission did not prescribe detailed criteria
governing the use of competitive solicitations as tools to determine rates to be paid to QFs
and to determine other contract terms. The Commission found that states are in arguably
the best position to consider their particular local circumstances, including questions of
need, resulting economic impacts, amounts to be purchased through auctions, and related
issues.?

190. However, as in the NOPR, the Commission in the final rule found it appropriate to
establish certain minimum criteria governing the process by which competitive
solicitations are to be conducted in order for a competitive solicitation to be used to set QF
rates. The Commission found that, in order to use the results of a competitive solicitation
to set avoided cost rates, the competitive solicitation must be conducted in a transparent

and non-discriminatory manner. Such a competitive solicitation must be conducted in a

352 Order No. 872, 172 FERC § 61,041 at P 411.

33 1d. P 412.
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process that includes, but is not limited to, the following factors: (i) the solicitation
process is an open and transparent process that includes, but is not limited to, providing
equally to all potential bidders substantial and meaningful information regarding
transmission constraints, levels of congestion, and interconnections, subject to appropriate
confidentiality safeguards; (ii) solicitations must be open to all sources, to satisfy that
purchasing electric utility’s capacity needs, taking into account the required operating
characteristics of the needed capacity; (iii) solicitations are conducted at regular intervals;
(1v) solicitations are subject to oversight by an independent administrator; and

(v) solicitations are certified as fulfilling the above criteria by the relevant state regulatory
authority or nonregulated electric utility through a post-solicitation report.>™*

191. The Commission affirmed that such competitive solicitations must be conducted in
a process that includes, but is not limited to, the factors identified above that will be set
forth in 18 CFR 292.304(b)(8). The Commission explained that the final rule does not
undo any competitive solicitations conducted prior to the effective date of the final rule
that may not have met these criteria. The Commission described the final rule as applying
only to competitive solicitations conducted after the effective date of the final rule.’*® The

Commission also stated that it will presume that any future competitive solicitation that

34 1d. P 427.

35 Id. P 414.
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does not comply with the factors adopted in the final rule does not comply with the
Commission’s regulations implementing PURPA 3%

192. The Commission explained that, more generally, it supports the use of competitive
solicitations as a means to foster competition in the procurement of generation and to
encourage the development of QFs in a way that most accurately reflects a purchasing
utility’s avoided costs. The Commission further explained that allowing QFs to compete
to provide capacity and energy needs, through a properly administered competitive
solicitation, may help ensure an accurate determination of the purchasing electric utility’s
avoided cost and therefore result in prices meeting the PURPA’s statutory requirements.
The Commission found that it is reasonable for states to choose to require QFs to be
responsive to price signals as to where and when capacity is needed. The Commission
expressed its belief that a properly administered competitive solicitation can help provide
such price signals.>¥’

193. The Commission also clarified that, if a utility acquires all of its capacity through
properly conducted competitive solicitations (using the factors described above) and does
not add capacity through self-building and purchasing power from other sources outside of
such solicitations, the competitive solicitations could be the exclusive vehicle for the

purchasing electric utility to pay avoided capacity costs from a QF. In this situation, using

properly conducted competitive solicitations as the exclusive vehicle to determine the

3% Jd. P 428.

37 Id. P 416.
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purchasing electric utility’s avoided cost capacity rates would allow QFs a chance to
compete to provide the utility’s capacity needs on a level playing field with the utility.
The Commission clarified that it is up to the states to determine whether to require that a
utility’s total planned self-build and power purchase options must compete in the
competitive solicitations and declined to direct such a requirement.?

194. The Commission determined that, if a state decides to require utility self-build and
power purchase options to participate in competitive solicitations, then a QF that does not
obtain an award in a competitive solicitation would have no right to an avoided cost
capacity rate more than zero because the utility’s full capacity needs would have been met
by the competitive solicitation.’® However, the Commission determined that QFs would
continue to have the right to put energy to the utility at the as-available avoided cost
energy rate because the purchasing utility will still be able to avoid incurring the cost of
generating energy even when it does not need new capacity.>®

195. The Commission also determined that, if the state does not require utility self-build

and purchase options to participate in competitive solicitations, then QFs that lose in a

competitive solicitation still may have the right to avoided cost capacity rates more than

38 1d. P 421.

3% The Commission stated that this would be consistent with City of Ketchikan,
94 FERC at 62,061 (“[A]voided cost rates need not include the cost for capacity in the
event that the utility’s demand (or need) for capacity is zero. That is, when the demand
for capacity is zero, the cost for capacity may also be zero.”).

360 Order No. 872, 172 FERC 9 61,041 at P 422.
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zero if the state determines that the utility still has capacity needs after the competitive
solicitation that otherwise could be met through the utility’s self-build or purchase
options.3®!

196. The Commission affirmed that, when capacity is not needed, the avoided capacity
cost rate can be zero.*? The Commission described how competitive solicitations
conducted pursuant to the rules adopted in the final rule that are held whenever capacity is
needed provide QFs a level playing field on which to compete to sell capacity. The
Commission explained that this approach further shields purchasing electric utilities from
situations like those explained by Xcel, where QFs could simply sit out the competitive
solicitation process (or participate but not have their bids accepted), but then seek to sell
capacity to the purchasing electric utility and to receive a separate higher administratively-
determined avoided cost rate including an avoided cost capacity rate, and even potentially
displace non-QF competitive solicitation winners.*** The Commission found that this
approach benefits ratepayers because allowing QFs to compete in properly conducted,
competitive solicitations that are held whenever capacity is needed allows the purchasing
utility to obtain needed capacity efficiently. The Commission clarified, however, that the

competitive solicitation is not to be a means to determine a QF’s right to put as-available

361 1d. P 423.

362 City of Ketchikan, 94 FERC at 62,061 (“[A]voided cost rates need not include
the cost for capacity in the event that the utility’s demand (or need) for capacity is zero.
That is, when the demand for capacity is zero, the cost for capacity may also be zero.”).

363 See Xcel Comments, Docket No. RM19-15-000, at 2-3, 9-10 (Dec. 3, 2019).
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energy to the utility. Rather, the competitive solicitation can be the means to determine
what, if any, rate the QF will be paid for capacity.¢4

197. The Commission clarified that competitive solicitations must also be conducted in
accordance with the A/legheny principles under which the Commission evaluates a
competitive solicitation: (1) transparency, a requirement that the solicitation process be
open and fair; (2) definition, a requirement that the product, or products, sought through
the competitive solicitation be precisely defined; (3) evaluation, a requirement that the
evaluation criteria be standardized and applied equally to all bids and bidders; and

(4) oversight, a requirement that an independent third party design the solicitation,
administer bidding, and evaluate bids prior to selection.?%

198. The Commission also revised the proposed language in 18 CFR 292.304(d)(8)(1) to
clarify that participants must be provided with substantial and meaningful information
regarding transmission constraints, levels of congestion, and interconnections, subject to
appropriate confidentiality safeguards. The Commission found that it is important that all
participants in the competitive solicitation have access to these data as a necessary
predicate for a nondiscriminatory competitive solicitation process and that requiring that

this information be provided will help ensure that a competitive solicitation is open and

transparent. 366

34 Order No. 872, 172 FERC 9§ 61,041 at P 424.
35 Allegheny Energy, 108 FERC 461,082 at P 18.

366 Order No. 872, 172 FERC 9 61,041 at P 431.
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199. The Commission also clarified that the requirement that the competitive solicitation
process be open and transparent includes that the electric utility provide the state
commission, and make available for public inspection, a post-solicitation report that:

(1) 1dentifies the winning bidders; (2) includes a copy of any reports issued by the
independent evaluator; and (3) demonstrates that the solicitation program was
implemented without undue preference for the interests of the purchasing utility or its
affiliates. The Commission found this post-solicitation report requirement to be consistent
with the requirement that competitive solicitations be open and transparent, not only to
ensure that utilities are not discriminating against QFs, but also to help all stakeholders
and the public at large better understand the utility’s competitive solicitation processes and
thus to be confident in the fairness of the process and of the results.3¢

200. The Commission declined to be overly prescriptive as to what constitutes an
“independent administrator,” responsible for administering the competitive solicitation.
The Commission clarified that the independent administrator must be an entity
independent from the purchasing electric utility in order to help ensure fairness. Whether
called an independent administrator or a third-party consultant, the Commission stated that
the substantive requirement is that the competitive solicitation not be administered by the
purchasing electric utility itself or its affiliates, but by a separate, unbiased, and

unaffiliated entity not subject to being influenced by the purchasing utility.?®®

397 Id. P 432.

398 Id. P 435.
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201. The Commission declined to add any additional requirements for competitive
solicitations, given that states may be in the best position to consider their particular local
circumstances. The Commission found that the guidelines adopted in the final rule, in
conjunction with the Allegheny principles and other clarifications, provide an adequate
framework for competitive solicitations to be conducted efficiently, transparently and in a
nondiscriminatory manner.3%

202. Regarding facilities not designed primarily to sell electricity to the purchasing
electric utility, such as waste-to-power small power production facilities and cogeneration
facilities, the Commission found that an exemption from competitive solicitation
processes is unnecessary. The Commission did not exempt small power production
facilities from the competitive solicitation process and was not persuaded that such an
exemption is appropriate given that exempting large classes of small power producers
could frustrate the price discovery function of the competitive solicitation. The
Commission clarified, however, that QFs with capacity of 100 kW or less already are

entitled to standard rates regardless of whether they compete in a competitive solicitation,

and the final rule did not change that regulation.?™

399 1d. P 437.

370 See 18 CFR 292.304(c).
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i. Requests for Rehearing

203. Northwest Coalition argues that allowing states to use competitive solicitations to
be the exclusive means of securing a long-term PPA to sell energy and/or capacity is
arbitrary, capricious, and not in accordance with law.*”!

204. Northwest Coalition notes that PURPA section 210(a) requires that the
Commission’s rules must “encourage” QFs and must “require electric utilities to offer to .
.. purchase electric energy from such facilities.”3”> Northwest Coalition argues that,
while the term “electric energy” is not defined in the statute, the phrase’s context within
the statutory scheme unambiguously confirms that electric energy includes both energy
and capacity, meaning that the Commission’s rules must require utilities to purchase
energy and capacity made available by QFs.?”® Northwest Coalition asserts that,
following the enactment of PURPA, the Commission interpreted this language in Order
No. 69 to mean that the statutory phrase “electric energy” must include both energy and
capacity.’” Northwest Coalition contends that the final rule does not provide any basis to
change the Commission’s longstanding interpretation of PURPA section 210(a) that

requires electric utilities to purchase all energy and capacity made available by QFs.3”

371 Northwest Coalition Request for Rehearing at 39.
372 Id. at 40 (citing 16 U.S.C. 824a-3(a)(2)).

1

374 Id. at 40-41.

351d. at 41.
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205. Northwest Coalition relies on the U.S. Court of Appeals for the Ninth Circuit’s
invalidation of the California Commission’s Re-Mat competitive solicitation program,
which found that under the Re-Mat program, “a utility could purchase less energy than a
QF makes available, an outcome forbidden by PURPA.”¥® Northwest Coalition argues
that, because the same problem exists with the final rule’s exclusive use of competitive
solicitations to offer to buy capacity from QFs, allowing states to refuse to require electric
utilities to offer to purchase capacity from QFs violates the statutory requirement that
utilities offer to purchase all capacity made available from QFs.3””

206. Northwest Coalition asserts that PURPA section 210(a) requires that the
Commission design its rules implementing the statutory must-purchase obligation in such
a manner that those rules will encourage the development of QFs, adding that allowing
utilities to evade the mandatory purchase obligation through the exclusive use of
competitive solicitations that utility-owned resources commonly win is inconsistent with
statutory requirements.”8

207. Northwest Coalition contends that the final rule arbitrarily fails to acknowledge the

Commission’s own precedent and therefore does not constitute reasoned decision

making.3” Northwest Coalition points to Hydrodynamics, in which the Commission

376 Id. at 41-42 (citing Winding Creek Solar LLC v. Peterman, 932 F.3d at 865).
37 Id. at 42.
B Id.

1,
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rejected the “Montana Rule,” which imposed a “competitive solicitation process as the
only means by which a QF greater than 10 MW can obtain long-term avoided cost
rates.” %" Northwest Coalition also points to Windham Solar LLC, in which the
Commission confirmed that it has held “a state regulation fo be inconsistent with PURPA
and the PURPA regulations ‘to the extent that it offers the competitive solicitation process
as the only means by which a QF . . . can obtain long term avoided cost rates.””3%!
Northwest Coalition argues that, under Commission precedent, “regardless of whether a
QF has participated in a request for proposal, that QF has the right to obtain a legally
enforceable obligation.”? Northwest Coalition claims that the final rule’s reasoning for
allowing states to use competitive solicitations as a substitute for long-term PURPA
contracts does not acknowledge these precedents or explain how the use of competitive
solicitations could still comply with the statute.’®® Northwest Coalition argues that, aside
from generally averring it expects competitive solicitations will be fair with the newly

adopted criteria, the final rule does not cite evidence suggesting that competitive

solicitations will provide an adequate mechanism for QFs to sell energy and capacity or

380 1d. at 43 (citing Hydrodynamics, 146 FERC 4 61,193 at P 33).
381 1d. (citing Windham Solar, 156 FERC 4 61,042, at P 5 (2016) (Windham Solar)).
382 1d. (citing Windham Solar, 156 FERC 461,042 at P 5).

383 Id. at 43-44.
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any other basis to overrule Commission precedent and therefore is arbitrary and
capricious.3%

208. Northwest Coalition asserts that the final rule relies on insufficient evidence to
conclude that exclusive use of competitive solicitations will encourage QFs.%® First,
Northwest Coalition contends that the Commission’s decision fails to address multiple
commenters’ concerns with inherent bias in utility-run competitive solicitations and the
difficulty and complexity of designing competitive solicitations that are fair to
independent bidders, especially in regions with vertically integrated utility structures like
the Pacific Northwest.3¥¢ Northwest Coalition argues that, given the evidence submitted
concerning competitive solicitations in the Northwest, the Commission is required to
conduct a more meaningful investigation and inquiry into the subject before it could
rationally conclude that it has now developed bidding criteria that would suffice to justify
denial of an LEO to any QF.7

209. Northwest Coalition claims that the Commission fails to explain why it rejected
more restrictive criteria proposed by parties but not included in the final rule. As an
example, Northwest Coalition points to the Commission’s failure to discuss in the final

rule its additional proposed criteria for any RFP process to overcome inherent utility-

384 1d. at 44.
385 Id.

386 1d. (citing NIPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-15-
000, at 13-25, 66-67 (Dec. 3, 2019)).

387 Id. at 44-45.
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ownership bias: (1) require that the RFP include no utility-ownership options; or (2) if
utility-owned generation may result, the RFP must be (i) administered and scored (not just
overseen by an independent evaluator) by a qualified independent party, not the utility, (i1)
any utility or affiliate ownership bid must be capped at its bid price and not allowed
traditional cost plus ratemaking treatment, and (iii) the product sought, minimum bidding
criteria, and detailed scoring criteria must be made known to all parties at the same time,
i.e., the utility or affiliate may not have an informational advantage in the RFP. Northwest
Coalition asserts that, while the final rule adopted a requirement for independent third-
party design and administration of the RFP, it rejected the rest of its proposals without
discussion.

210. Northwest Coalition contends that the final rule also ignores the lack of reasonable
enforcement for the proposed exclusive use of competitive solicitations.*’ Northwest
Coalition argues that the final rule established a process that only allows QF advocates to
challenge competitive solicitations after the fact, when it is too late to correct the harm
caused by the utility’s reliance on the competitive solicitation process as a basis to refuse
to contract with QFs in the interim.3°

211. Northwest Coalition asserts that the final rule relies on insufficient evidence that

small QFs and those primarily engaged in a business other than power production (e.g.,

38 1d. at 45.
% 1d. at 46.

W 1d,
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irrigation districts and waste-to-power facilities) can succeed in the type of all-source
competitive solicitation identified in the final rule.**! Northwest Coalition contends that
the final rule summarily declines to adopt any exceptions other than a statement that

100 kW and smaller QFs can still obtain standard rates*? without a meaningful
explanation, which fails to encourage such QFs, in contravention of PURPA 3

212. Mr. Mattson asserts that a QF should not have to compete in a competitive
solicitation with coal and natural gas generators where the utility is selling their excess
energy.’® Mr. Mattson alleges that requiring a QF to accept the competitive solicitation
process to sell its capacity is a violation of the “constitutional law right to contract.”¥
Mr. Mattson argues that QFs should have the right to a capacity payment if a capacity
reduction will occur and the right to sell their capacity in the market.?¢

213. Public Interest Organizations contend that the competitive solicitation provisions

are arbitrary and capricious, unless the Commission clarifies that the solicitation only sets

the full avoided energy costs for QFs when the utility procures all energy through

W1
32 Id. (citing Order No. 872, 172 FERC 9 61,041 at P 440).

33 Id. at 46-47.

3% Mr. Mattson Motion for Time, Reconsideration, and Request Answers at 1.
¥51d. at 1.

3% 1d at 1.
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solicitation.*®’ Public Interest Organizations claim that the final rule does not require a
state or non-regulated utility which uses a competitive solicitation process to determine
the price for QF energy and/or capacity rates to also determine that the price reflects the
utility’s avoided cost.>*® Public Interest Organizations assert that 18 CFR 292.304(b)(8)
not only requires that a utility procure all capacity through competitive solicitations to
satisfy its capacity requirement but also assumes that such competitive solicitation results
reflect the full avoided energy cost without similarly requiring the purchasing electric
utility to acquire all energy requirements through competitive solicitation.>® Public
Interest Organizations allege that QFs are discriminated against in circumstances in which
the competitive solicitation price is lower than the cost of energy produced or acquired by
the utility outside the solicitation process.*?® Public Interest Organizations argue that,
while the final rule appears to agree that out-of-market acquisitions preclude competitive
solicitation from setting the avoided cost price, the regulation only imposes limitations on

the use of competitive solicitations in the capacity context.*"!

397 Pyblic Interest Organizations Rehearing Request at 10.
398 Id. at 100.

399 17

400 77

W 1d. at 101,
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ii. Commission Determination

214. We find no merit in the competitive solicitation arguments on rehearing. As an
initial matter, we emphasize that the competitive solicitation framework adopted in the
final rule: (1) harmonizes the Commission’s precedent on competitive solicitations;

(2) establishes transparent and non-discriminatory procedural protections for and
encourages the development of QFs; and (3) provides price discovery that may better
determine a purchasing utility’s avoided cost rates.

215. We disagree with Northwest Coalition’s arguments that the final rule goes against
Commission precedent in Hydrodynamics and Windham Solar and essentially eliminates
the mandatory purchase obligation for QF capacity. In those cases, the Commission found
the states’ decisions inconsistent with PURPA because the competitive solicitations were
not regularly held.*”? In contrast, the Commission in the final rule found that a properly
run solicitation must be held at regular intervals, in which a utility’s capacity needs are
open for bidding to all capacity providers, including QF and non-QF resources, which is a

level playing field for QFs to provide capacity.

2 In Hydrodynamics, which the Commission quoted in Windham Solar, the
Commission found relevant the fact that the Montana Commission’s competitive
solicitation were not held at regular intervals. See Hydrodynamics, 146 FERC q 61,193 at
P 32 (emphasis added) (“[ W]e find that requiring a QF to win a competitive solicitation as
a condition to obtaining a long-term contract imposes an unreasonable obstacle to
obtaining a legally enforceable obligation particularly where, as here, such competitive
solicitations are not regularly held.”); id. P 33 (emphasis added) (“The Montana Rule
creates, as well, a practical disincentive to amicable contract formation because a utility
may refuse to negotiate with a QF at all, and yet the Montana Rule precludes any eventual
contract formation where no competitive solicitation is held.”); Windham Solar, 156
FERC 4 61,042 at P 5 (citing Hydrodynamics, 146 FERC 4 61,193 at PP 32-33).
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216. If a state does not require utility self-build and purchase options to participate in
competitive solicitations, then QFs that lose still may have the right to avoided cost
capacity rates more than zero if the state determines that the utility still has capacity
needs.**® The Commission has already determined, and affirmed in the final rule, that
capacity rates can be zero.** The possibility of a zero capacity rate does not mean that the
Commission has determined that utilities have no obligation to purchase capacity from
QFs. It just means that, under our precedent, if a purchasing utility avoids no capacity
costs due to the QF purchase, then the avoided cost for capacity will be zero. As we
mentioned above, Northwest Coalition has conflated avoided energy costs with long-term
power purchase agreements. Long-term avoided costs necessarily represent a utility’s
avoided capacity costs, and the Commission described how competitive solicitations could
be “exclusive” means for obtaining a capacity rate, not an energy rate.

217. Under the final rule, even if a QF loses a competitive solicitation where the state
requires utility self-build and purchase options to participate, it is still entitled to an energy
rate outside of the competitive solicitation and would receive a capacity rate of zero,
which is already permitted under Commission precedent where the purchasing utility’s

avoided cost capacity value is zero.*®> The final rule, which largely adopted the NOPR,

403 See Order No. 872, 172 FERC 9§ 61,041 at PP 421-23.
44 See City of Ketchikan, 94 FERC at 62,061.

405 See supra PP 194-196; see also Order No. 872, 172 FERC 9 61,041 at P 421
(“The Commission clarifies that, if a utility acquires all of its capacity through properly
conducted competitive solicitations (using the factors described above), and does not add
capacity through self-building and purchasing power from other sources outside of such
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also provides procedural protections that the Commission has already indicated are
prerequisites to competitive solicitations while allowing for a competitive solicitation,
under certain conditions, to be a state’s exclusive vehicle for setting QF capacity rates.*%
The final rule therefore merely harmonizes, rather than overrules, that prior precedent.
218. We also disagree with Northwest Coalition’s argument that the final rule does not
encourage QFs. Using competitive solicitations encourages the development of QFs by
providing them a price both consistent with a competitive market and more accurately
reflecting a purchasing utility’s avoided costs of capacity. The procedural protections the
Commission has adopted for conducting competitive solicitations protect QFs from
auctions that only benefit the utility’s self-build because the QF is still entitled to a
capacity rate that may exceed zero if the utility’s self-build is not included in the
competitive solicitation. Furthermore, the competitive solicitation regulation helps ensure
that states can set QF rates no higher than avoided costs while guaranteeing QFs’ rights to
sell capacity and energy.*” In addition, while a competitive solicitation may be the

exclusive forum for establishing avoided cost capacity rates, once a state has determined

solicitations, the competitive solicitations could be the exclusive vehicle for the
purchasing electric utility to pay avoided capacity costs from a QF. In this situation, using
properly conducted competitive solicitations as the exclusive vehicle to determine the
purchasing electric utility’s avoided cost capacity rates would allow QFs a chance to
compete to provide the utility’s capacity needs on a level playing field with the utility.”).

46 See Order No. 872, 172 FERC 4 61,041 at P 363 (describing NOPR as citing
Hydrodynamics, 146 FERC 9 61,193 at PP 31-35).

407 See id. P 416.
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that the competitive solicitation set avoided capacity costs (even if they equal zero), there
is no infringement on QFs’ rights, and the rule does not allow a utility to evade its
purchase obligation.

219. We also disagree with Northwest Coalition’s argument that the Commission fails to
address multiple commenters’ concerns about inherent bias in utility-run competitive
solicitations, especially in regions with vertically integrated utility structures like the
Pacific Northwest. The final rule described practices that cannot be used and incorporated
into the Commission’s regulations a requirement for independent administration and
review to prevent the exercise of any utility bias. The Commission will not assume that
failure to hold an acceptable competitive solicitation in the past will prevent the
establishment of an acceptable solicitation in the future given the guard rails for
independent administration and review the Commission has now required through the
final rule. Indeed, the new rules are designed to ensure that future competitive
solicitations are not biased in favor of the purchasing utility. Northwest Coalition’s
concerns that this new competitive solicitation framework will leave QFs without a
contract while they challenge the process or results of a competitive solicitation is
misplaced. This framework is not meaningfully different from administrative
determinations of avoided costs, wherein a QF might not receive a contract until it has
exhausted administrative or judicial processes.

220. Northwest Coalition argues that the Commission failed to explain why it rejected
more restrictive criteria proposed by parties, including some of Northwest Coalition’s own

suggestions. The Commission weighed and considered all proposed criteria in
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determining which criteria to adopt. We explain below why the Commission did not
adopt Northwest Coalition’s proposed criteria.

221. First, Northwest Coalition proposed that the Commission require that the
competitive solicitation include no utility-ownership options. The Commission did not
adopt this criterion because precluding utility ownership from competitive solicitations or
limiting how a utility could bid does not provide the price discovery benefit of competitive
solicitations.

222. Second, Northwest Coalition proposed that, if utility-owned generation may result
from the competitive solicitation, the competitive solicitation must be (1) administered
and scored (not just overseen by an independent evaluator) by a qualified independent
party, not the utility, (2) any utility or affiliate ownership bid must be capped at its bid
price and not allowed traditional cost plus ratemaking treatment, and (3) the product
sought, minimum bidding criteria, and detailed scoring criteria must be made known to all
parties at the same time (i.e., the utility or affiliate may not have an informational
advantage in the RFP).408

223.  With regard to Northwest Coalition’s proposed criterion for an independent
administrator, as noted above, the Commission “decline[d] to be overly prescriptive as to

what constitutes an ‘independent administrator.””#"” Although this finding in the final rule

498 Northwest Coalition Request for Rehearing at 45 (citing NIPPC, CREA, REC,
OSEIA Comments, Docket No. RM19-15-000 at 67 (Dec. 3, 2019)).

49 Order No. 872, 172 FERC 61,041 at P 435.
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had to do with whether the Commission required an “independent administrator” or a
“third party consultant,” the Commission stated that the “substantive requirement of this
factor is that the competitive solicitation not be administered by the purchasing electric
utility itself or its affiliates, but rather by a separate, unbiased, and unaffiliated entity not
subject to being influenced by the purchasing utility.”*'® We continue to believe that we
should not be overly prescriptive, but expect states to design competitive solicitations that
meet these criteria in a transparent and non-discriminatory manner. To that end, we grant
Northwest Coalition’s request that a competitive solicitation should be administered and
scored by an independent entity. We conclude that this requirement is consistent with our
efforts to ensure a fair competitive solicitation and the criteria we established in the final
rule pursuant to the Allegheny factors.!!

224. Regarding Northwest Coalition’s proposal that any utility or affiliate ownership bid
must be capped at its bid price and not allowed traditional cost-plus ratemaking treatment,
we decline to adopt this criterion on rehearing. The Commission does not have any
jurisdiction to dictate how electric utility retail rates should be set. Instead, it is the
responsibility of retail regulators to establish the retail rates associated with an award to a
utility resulting from a competitive solicitation. And to the extent that Northwest

Coalition is arguing that QFs are entitled to cost plus ratemaking, Congress has already

410 Id.

M See Allegheny Energy, 108 FERC 9 61,082 at P 22 (“[A]n independent third
party should design the solicitation, administer bidding, and evaluate bids prior to the
company's selection.”).
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determined that QFs are not entitled to the same rate recovery as purchasing utilities.
With regard to Northwest Coalition’s proposal that the product sought, minimum bidding
criteria, and detailed scoring criteria must be made known to all parties at the same time,
we find that these requests should already be addressed in the factors adopted by the
Commission here, including the first factor, that the process be open and transparent, and
the fifth factor, which includes the requirement of a post-solicitation report.*’> We note
that our inclusion of the A/legheny principles also addresses the concerns underlying this
proposal.

225. We disagree with Northwest Coalition’s argument that the final rule ignores the
lack of reasonable enforcement. If a QF believes that it was improperly excluded from a
competitive solicitation or lost a competitive solicitation that did not meet the criteria in
the final rule, the QF may bring an enforcement action to the Commission or other
appropriate fora. Further, the final rule more clearly establishes how states must run their
auctions, and we do not presume at this juncture that states will fail to follow these new
rules. If the Commission or a court finds that a competitive solicitation violates these
criteria, then a remedy may be warranted, for example a court may decide to require a
state to provide a specific rate to a QF or re-run the competitive solicitation pursuant to

those criteria.

412 See Order No. 872, 172 FERC 61,041 at P 432 (stating that a report must “(1)
[identify] the winning bidders; (2) [include] a copy of any reports issued by the
independent evaluator; and (3) [demonstrate] that the solicitation program was
implemented without undue preference for the interests of the purchasing utility or its
affiliates™).
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226. We also disagree with Northwest Coalition’s argument that the final rule relies on
insufficient evidence that small QFs and those primarily engaged in a business other than
power production (e.g., irrigation districts and waste-to-power facilities) can succeed in
the type of all-source competitive solicitation identified in the rule. We find that it may be
difficult to define which entities could qualify for this exemption and that this exemption
may defeat the price discovery benefits of including these entities in competitive
solicitations. We believe that a fairly administered competitive solicitation is a more
accurate reflection of a purchasing electric utility’s avoided energy and capacity costs.
Moreover, in addition to the requirement to provide standard rates for QFs 100 kW and
below, states already have discretion to set that standard rate threshold above 100 kW.
Removing their discretion to determine which entities must participate in competitive
solicitations may undermine the price discovery benefit of competitive solicitations.

227. We disagree with Public Interest Organizations’ claim that the final rule does not
address its argument that Nevada’s competitive solicitation process is unfair because it
limits to QFs to meet a small, segregated portion of the utility’s energy and unmet
capacity requirements. The final rule does not apply to competitive solicitations, like the
one in Nevada, that occurred prior to the effective date of the final rule. For that reason,
the Commission did not address Public Interest Organizations’ concerns with the Nevada

process in the final rule, nor will we do so here.*"® Any future competitive solicitation

413 See id. P 428 (“Without judging the competitive solicitations conducted to date,
we find that henceforth any competitive solicitation that does not comply with these
factors will be viewed as not transparent and discriminatory, and not a basis for either
setting the avoided cost capacity rate that a QF may charge the purchasing electric utility
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must meet the criteria outlined in the final rule, including the Allegheny principles.** We
clarify that, if a competitive solicitation is not conducted in accordance with the
requirements of the final rule guidelines, then an aggrieved entity may challenge the
competitive solicitation before the Commission or in the appropriate fora.

228. A state must still ensure that QFs are entitled to an as-available energy avoided cost
rate regardless of whether they win a competitive solicitation for capacity.*!® Such as-
available avoided cost energy rates could be determined as a result of the competitive
solicitation, a competitive market price, or the avoided cost regulations in 18 CFR
292.304(e) that pre-date the final rule.

229. We reject Mr. Mattson’s argument that the competitive solicitation framework
infringes on a “constitutional law right to contract.”*!® Regardless of the outcome of a
competitive solicitation, the PURPA Regulations continue to permit QFs to negotiate
agreements with electric utilities that differ from those required by PURPA.*'7 Similarly,
the Commission’s requirement in the final rule that a QF may receive a capacity rate of

zero if the QF loses a competitive solicitation following the framework adopted in the

or limiting which generators can receive a capacity rate. Phrased differently, we will
presume that any future competitive solicitation that does not comply with the factors
adopted in this final rule does not comply with the Commission’s regulations
implementing PURPA.”).

414 Soe id. P 430.
45 Soe id. P 422.

416 Mr. Mattson Motion for Time, Reconsideration, and Request Answers at 1.

417 See 18 CFR 292.301(b)(1).
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final rule and in which a utility’s self-build participated is consistent with the
Commission’s precedent.*!® The final rule only governs the maximum rate for a sale
made pursuant to the mandatory purchase obligation imposed on purchasing utilities by
PURPA, but continues to permit a QF to contract voluntarily at a different rate with a
purchasing utility.
230. We disagree with Public Interest Organizations’ assertion that the competitive
solicitation framework fails to ensure that a competitive solicitation pays QFs the full
avoided energy costs because it does not require a utility to obtain all its energy needs
through a competitive solicitation.*!® The primary purpose of a competitive solicitation is
to determine a utility’s capacity needs, not its energy needs, which can be purchased
separately from capacity. The final rule provides that QFs can continue to sell energy to
utilities at the purchasing utility’s avoided energy costs outside of the context of a
competitive solicitation, even if such solicitations are the exclusive vehicle for acquisition
of capacity. The new regulatory text in 18 CFR 292.304(c)(8)(ii) provides that:

To the extent that the electric utility procures all of its

capacity, including capacity resources constructed or

otherwise acquired by the electric utility, through a

competitive solicitation process conducted pursuant to

Paragraph (b)(8)(1) of this section, the electric utility shall be

presumed to have no avoided capacity costs unless and until it
determines to acquire capacity outside of such competitive

Y18 See City of Ketchikan, 94 FERC at 62,061 (“[A]voided cost rates need not
include the cost for capacity in the event that the utility’s demand (or need) for capacity is
zero. That is, when the demand for capacity is zero, the cost for capacity may also be
zero.”)).

419 Public Interest Organizations Comments at 99-101.
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solicitation process. However, the electric utility shall
nevertheless be required to purchase energy from qualifying
small power producers and qualifying cogeneration
facilities. 42

231. This regulation provides that the utility presumptively has no avoided capacity
costs if all the utility’s capacity needs are satisfied through the competitive solicitation. If
the utility’s avoided energy costs change after a competitive solicitation is conducted, the
as-available avoided energy rate for a QF selling outside such a competitive solicitation
would necessarily be different than the avoided energy rate determined in the competitive
solicitation itself. States must continue to use either competitive market prices or the
traditional factors in 18 CFR 292.304(e) to calculate avoided energy costs at the time of
delivery for QFs. Under the final rule, where the purchasing electric utility procures all of
its capacity, including capacity resources constructed or otherwise acquired by the electric
utility, through a competitive solicitation process, the electric utility is presumed to have
no avoided capacity costs unless and until it determines to acquire capacity outside of such
competitive solicitation process. However, under the final rule, QFs continue to have the
opportunity, outside of a regularly held competitive solicitation, to sell energy at a

purchasing utility’s avoided cost rate.

420 See new 18 CFR 292.304(c)(8)(iii) (emphasis added); see also Order No. 872,
172 FERC 9§ 61,041 at P 422 (“QFs would continue to have the right to put energy to the
utility at the as-available avoided cost energy rate because the purchasing utility will still
be able to avoid incurring the cost of generating energy even when it does not need new
capacity.”).
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C. Rebuttable Presumption of Separate Sites

232. In the final rule, the Commission determined that, if a small power production
facility seeking QF status is located one mile or less from any affiliated small power
production QFs that use the same energy resource, it will be irrebuttably presumed to be at
the same site as those affiliated small power production QFs. If a small power production
facility seeking QF status is located 10 miles or more from any affiliated small power
production QFs that use the same energy resource, it will be irrebuttably presumed to be at
a separate site from those affiliated small power production QFs. If a small power
production facility seeking QF status is located more than one mile but less than 10 miles
from any affiliated small power production QFs that use the same energy resource, it will
be rebuttably presumed to be at a separate site from those affiliated small power
production QFs.**!

233. The Commission adopted the NOPR proposal to allow a small power production
facility seeking QF status to provide further information in its certification (both self-
certification and application for Commission certification) or recertification (both self-
certification and application for Commission recertification) to preemptively defend
against anticipated challenges by identifying factors that affirmatively show that its
facility is indeed at a separate site from affiliated small power production QFs that use the

same energy resource and that are more than one but less than 10 miles from its facility.

The Commission stated that it would allow any interested person or entity to challenge a

421 Order No. 872, 172 FERC 9 61,041 at P 466.
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QF certification (both self-certification and application for Commission certification) or
recertification (both self-recertification and application for Commission recertification)
that makes substantive changes to the existing certification.**?

234. The Commission also adopted the NOPR’s proposed factors, with certain
additions.*??

1. Need for Reform

235. In the final rule, the Commission found that, since the establishment of the one-
mile rule in the PURPA Regulations in 1980, the development of large numbers of
affiliated renewable resource facilities requires a revision of the one-mile rule. The
Commission found that the final rule will reduce the opportunity for developers of small
power production facilities to circumvent the current one-mile rule by strategically siting
small power production facilities that use the same energy resource slightly more than one
mile apart.4*

a. Requests for Rehearing

236. Public Interest Organizations reiterate that there is little or no evidence of
circumvention in the record.*?® Public Interest Organizations argue that a theoretical

threat that has failed to materialize in any significant way during 40 years of small power-

22 1d. P 467.
423 Id. P 468.
24 1d. P 472.

425 Pyblic Interest Organizations Request for Rehearing at 128 (citing Order No.
872, 172 FERC 4 61,041 at P 471).
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production facility development sufficiently for the Commission to consider it more than a
possibility does not justify the burden imposed by the final rule.**® Similarly, Solar
Energy Industries assert that changing one-mile rule precedent to prevent gaming without
any evidence of gaming in the record is arbitrary and capricious and will discourage QF
development.*?” Solar Energy Industries contend that the Commission is seeking to
reduce the number of QFs that can be constructed in any one territory.4?3

237. Public Interest Organizations argue that, assuming that it is true that some QF
developers are indeed making siting decisions based on the one-mile boundary, it will be
just as likely that they will make siting decisions based on the ten-mile boundary;
therefore, expanding the radius from one mile to 10 miles does nothing to address the
purported problem of gaming boundaries.*?® Public Interest Organizations contend that
developers will take the boundary into account when making siting decisions, which is not
to game the system but rather to play by the rules.**® Solar Energy Industries agree that
facilities that are sited more than one mile apart have not “gamed” the one-mile rule;

rather, those facilities have complied with the one-mile rule.*3!

426 1d. at 128.

#27 Solar Energy Industries Request for Rehearing and/or Clarification at 5, 26.
28 Id. at 26.

429 Pyblic Interest Organizations Request for Rehearing at 121.

B0 1d. at 122.

1 Solar Energy Industries Request for Rehearing and/or Clarification at 26.
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b. Commission Determination

238. As the Commission explained in the final rule, the record shows that some large
facilities were disaggregating into smaller facilities and strategically spacing themselves
slightly more than one mile apart in order to be able to qualify as separate small power
production facilities.**> Because PURPA provides advantages for small power production
facilities, i.e., no larger than 80 MW, not large facilities that exceed that cap and have
disaggregated into smaller facilities under that cap, and based on evidence and examples
of QFs separating into several smaller QFs just over one mile apart (in efforts to be
considered separate QFs for purposes of the one-mile rule), the Commission determined
that reform of the one-mile rule was necessary.

239. The following specific examples demonstrate the need for the Commission to
revise the one-mile rule. The Idaho Commission gave the example of a group of five

projects that had originally been proposed as a single project greater than 80 MW and not

432 Order No. 872, 172 FERC 9 61,041 at P 470 (citing APPA Comments, Docket
No. RM19-15-000, at 21 (Dec. 3, 2019); Center for Growth and Opportunity Comments,
Docket No. RM19-15-000, at 5-6 (Dec. 3, 2019); Consumers Energy Comments, Docket
No. RM19-15-000, at 4 (Dec. 3, 2019); East River Comments, Docket No. RM19-15-000,
at 1-2; EEI Comments, Docket No. RM19-15-000, at 43 (Dec. 3, 2019); ELCON
Comments, Docket No. RM19-15-000, at 35 (Dec. 3, 2019); Governor Brad Little, Idaho
Comments, Docket No. RM19-15-000, at 1 (Dec. 3, 2019); Idaho Commission
Comments, Docket No. RM19-15-000, at 5-7 (Dec. 3, 2019); Idaho Power Comments,
Docket No. RM19-15-000, at 13 (Dec. 3, 2019); Missouri River Energy Comments,
Docket No. RM19-15-000, at 5 (Dec. 3, 2019); Stephen Moore Comments, Docket No.
RM19-15-000, at 2 (Dec. 3, 2019); Northern Laramie Range Alliance Comments, Docket
No. RM19-15-000, at 2 (Dec. 3, 2019); NorthWestern Comments, Docket No. RM19-15-
000, at 9 (Dec. 3, 2019); NRECA Comments, Docket No. RM19-15-000, at 14-15 (Dec. 3,
2019); Portland General Comments, Docket No. RM19-15-000, at 14 (Dec. 3, 2019)).
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eligible for PURPA. This project was disaggregated into five smaller projects, each
separated by one mile, which were then eligible for Idaho’s standard published rate
contracts at that time. The estimated cost impact of these five projects disaggregating in
order to qualify for more favorable standard rate contracts was $10 million per year over
the term of the contract.*** The Idaho Commission also provided a chart showing the
wind projects brought before the Idaho Commission in 2009 and 2010, explaining that the
circumstances of these projects suggest that they were disaggregated to qualify for the
more favorable standard rate or to take advantage of PURPA’s must-purchase
obligation. 3

240. Commissioner Paul Kjellander of the Idaho Commission also stated that, within
Idaho Power’s territory, there were 183 MW of power from four developers that were
broken up into 16 projects. He stated that the Oregon Commission approved six PURPA
projects that require Idaho Power to take 60 MW of power from six solar projects, adding
that the similarities among these six projects include the same operation dates, project

size, terms and payment conditions, developer, and solar panel manufacturers. He

433 Jdaho Commission Comments, Docket No. AD16-16-000, at 8-9 (Nov. 7,
2016); see also Technical Conference Tr. at 34-35 (Commissioner Paul Kjellander, Idaho
Commission).

434 Jdaho Commission Comments, Docket No. AD16-16-000, at 9-11 (Nov. 7,
2016).
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concluded that this looked like a disaggregated project that stretched the spirit and intent
of PURPA .43

241. EEI and Xcel argued that the one-mile requirement can be evaded as resources with
common ownership, financing, and even operation are located just slightly over one mile
from each other to qualify for the 80 MW threshold in the statute. EEI and Xcel provided
the example of Northern Laramie Range Alliance, in which the applicant filed for QF self-
certification of two 48.6 MW projects that were part of a single wind farm with one site
permit and that shared a point of interconnection. Because the projects were located more
than one mile apart, each project was certified as an individual QF.43¢

242. Furthermore, large power stations based on modular generation technologies like
solar photovoltaic (PV) panels and wind turbines can relatively easily be presented as
subsets of the component generation modules in order to appear as multiple smaller
generation stations, even if they act and operate as one large (i.e., over 80 MW) power
station in reality.

243. Based on these concerns and evidence of large facilities disaggregating into small

facilities in order to circumvent the one-mile rule and receive QF status, the Commission

435 Technical Conference Tr. at 35-36 (Commissioner Paul Kjellander, Idaho
Commission).

436 EEI Comments, Docket No. RM19-15-000, at 43 (Dec. 3, 2019) (citing N.
Laramie Range All., 138 FERC 4 61,171 (2012)); Xcel Comments, Docket No. AD16-16-
000, at 11 (Nov. 7, 2016); see also EEI Comments, Docket No. RM19-15-000, at 43
(Dec. 3, 2019) (citing Beaver Creek 11, 160 FERC 9 61,052 (2017)); Xcel Comments,
Docket No. AD16-16-000, at 11 (Nov. 7, 2016) (citing DeWind Novus, LLC, 139 FERC
161,201 (2012)).
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determined that it would be best to address the circumvention of the one-mile rule by
reforming the one-mile rule, not simply addressing this concern on a case-by-case basis.
244. We agree that QF developers may make siting decisions based on the 10-mile
boundary just as they may have in the past based on the one-mile boundary. However, in
the final rule, the Commission found that, at 10 miles or more apart, it can be assumed that
affiliated small power production facilities are sufficiently far apart that it is reasonable to
treat them as irrebuttably at separate sites.**” In contrast, the Commission found that, for
affiliated small power production facilities using the same resource that are more than one
mile but less than 10 miles apart, the distinction between same site or separate site was not
as clear and thus provided for a rebuttable presumption of separate sites.**® In adopting
these boundaries and accompanying presumptions, the Commission recognized that 10
miles is a more reasonable place to draw the line of irrebuttably separate sites than the
previous one-mile boundary, and provided for the ability to rebut the presumption for
affiliated small power production facilities in the less clear, grey zone where affiliated
facilities are more than one mile apart but less than 10 miles apart.**

245. We disagree with Public Interest Organizations and Solar Energy Industries’
contentions that taking the boundary into account when making siting decisions is not

gaming the system but playing by the rules and that the Commission seeks to reduce the

47 Order No. 872, 172 FERC 4 61,041 at P 491.
438 Id

439 See id. P 466, 491.
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number of QFs that can be constructed in any one territory. We find that disaggregation
practices — whereby a facility exceeding the 80 MW cap and therefore unable to take
advantage of the benefits of PURPA (such as mandating that the utility buy its output)
disaggregates into several smaller facilities for the purpose of fitting within the statutory
mandate and receiving the benefits of PURPA — contradict the spirit and purpose of
PURPA. PURPA section 210(a) directs the Commission to encourage cogeneration and
small power production.**® PURPA defines a small power production facility as an
eligible facility, which, together with other facilities located at the same site (as
determined by the Commission), has a power production capacity no greater than 80
MW 4! The statute bestows certain advantages on small power production, not on large
power production facilities that masquerade as small power production. Disaggregation
practices aim to advantage large power production facilities with benefits that they are not
eligible to receive. The intention of the new same site determination framework is not to
reduce the number of QFs that can be constructed in an area, but to encourage small
power production facilities as Congress intended under PURPA.

2. Distance Between Facilities

246. In the final rule, the Commission adopted the NOPR proposal that an entity can
seek to rebut the presumption of separate sites only for a small power production facility

seeking QF status that have an affiliated small power production QF or QFs that are

440 16 U.S.C. 824a-3(a).
4116 U.S.C. 796(17)(A).
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located more than one and less than 10 miles from it.**? The Commission recognized that
it is debatable where to set these thresholds. The Commission stated that PURPA requires
that no small power production facility, together with other facilities located “at the same
site,” exceed 80 MW and Congress has tasked the Commission with defining what
constitutes facilities being at the same site for purposes of PURPA. The Commission
found that providing set geographic distances will limit unnecessary disputes over whether
facilities are at the same site; therefore, the Commission must choose reasonable distances
at which small power production facilities will be considered irrebuttably at the same site
or irrebuttably at separate sites. 4

247. The Commission found that there are some affiliated small power production
facilities using the same energy resource that are so close together that it is reasonable to
treat them as irrebuttably at the same site and that one mile or less is a reasonable distance
to treat such facilities as irrebuttably at the same site. The Commission found that there
are some small power production facilities that are affiliated and may use the same energy
resource but that are sufficiently far apart that it is reasonable to treat them as irrebuttably
at separate sites and found that 10 miles or more is a reasonable distance to treat such
facilities as irrebuttably at separate sites. For affiliated small power production facilities
using the same resource that are more than one mile but less than 10 miles apart, the

Commission found that the distinction between the same site or separate site is not as

42 Order No. 872, 172 FERC 9 61,041 at P 490.

43 1d. P 491.
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clear; therefore, it is reasonable to treat them as rebuttably at separate sites but to allow
interested parties to provide evidence to attempt to rebut that presumption. The
Commission found that establishing these reasonable distances, and particularly
establishing the ability to rebut the presumption of separate sites for affiliated small power
production facilities more than one mile but less than 10 miles apart, better allows the
Commission to address the evolving shape and configuration of resources that are being
developed as QFs, such as modular solar or wind power plants, and provides for improved
administration of PURPA. The Commission therefore determined that the one-mile and
10-mile limits are reasonable inflection points for differentiating between the same site
and separate sites. 4

248. In the final rule, the Commission explained that, with respect to hydroelectric
generating facilities, the regulations currently provide that the same energy resources
essentially means “the same impoundment for power generation,” finding that it is
unlikely that hydroelectric generating facilities located more than one mile apart would
rely on the same impoundment.**S The Commission explained that, if that circumstance
arises, the applicant could seek waiver, and argue that its facilities should not be

considered at the same site.*4¢

444 Id
445 14 P 492 1n.769 (quoting 18 CFR 292.204(a)(2)(i)).

446 14 (citing 18 CFR 292.204(a)(3)).
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249. The Commission also noted that it was retaining the waiver provision in 18 CFR
292.204(a)(3), allowing the Commission to waive the method of calculation of the size of
the facility for good cause.*’

a. Requests for Rehearing

250. Public Interest Organizations argue that the Commission does not connect the one-
mile and 10-mile rule to the statutory phrase “located at the same site,” instead relying on
policy arguments that exceed the statutory text and FERC’s authority.**® Public Interest
Organizations assert that the Commission ignored relevant data presented by commenters
and failed to articulate a satisfactory explanation connecting facts to its “ten-mile rule”
determination.*® Public Interest Organizations contend that the decision was arbitrary and
capricious because the Commission ignored relevant data and failed to articulate a
satisfactory explanation connecting the facts presented to its determination.*® Public
Interest Organizations further argue that there is nothing in the record to show that 10 miles

is a rational or appropriate threshold for determining whether QFs are at the same site,

4“7 14 P 492 (citing 18 CFR 292.204(a)(3)).
448 public Interest Organizations Request for Rehearing at 106.

449 Id. at 124 (citing Solar Energy Industries Comments, Docket No. RM19-15-000,
at 62 (Dec. 3, 2019); North Carolina DOJ Comments, Docket No. RM19-15-000, at 3-4
(Dec. 3, 2019); SC Solar Alliance Comments, Docket No. RM19-15-000, at 17 (Dec. 3,
2019); North Carolina Commission Staff Comments, Docket No. RM19-15-000, at 6
(Dec. 3, 2019); Borrego Solar Comments, Docket No. RM19-15-000, at 3-5 (Dec. 3,
2019)).

430 1d. (citing Motor Vehicles Mfis. Ass’n v. State Farm Mut. Auto. Inst. Col, 463
U.S. at 43).
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adding that the record indicates that the new approach will cause regulatory uncertainty and
substantial burden on an industry it is supposed to be encouraging.*>! Similarly, Solar
Energy Industries argue that the Commission has not offered any justification for the
change. 42

251. Public Interest Organizations contend that the Commission does not explain why
there should be any geographic distance at which two facilities are irrebuttably considered
to be located at the same site.*

252. Public Interest Organizations question whether the same opportunities for waiver
provided under the previous bright-line test, which the Commission maintained in the
final rule, will apply for facilities within one mile of each other.*** Public Interest
Organizations argue that, if a facility received a waiver in the past, there is no guarantee
that they would receive one again under the final rule.*® Public Interest Organizations
assert that the inability for an applicant to show that a small power production facility
should not be treated as located at the same site as other affiliated facilities using the same

resource within one mile discourages QF development.**

B 1d. at 125.

42 Solar Energy Industries Request for Rehearing and/or Clarification at 29.
453 Public Interest Organizations Request for Rehearing at 120.

4 1d. at 106-07.

5 1d. at 132.

436 Id. at 107,
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253. Public Interest Organizations raise concerns about how the final rule will apply to
hydroelectric facilities, asserting that the previous one-mile rule did not penalize
hydroelectric facilities that were located in close proximity but should not be deemed to be
at the same site.*>” Public Interest Organizations state that, under the previous one-mile
rule, hydroelectric facilities were considered to be located at the same site whenever they
use water from the same impoundment.*® Public Interest Organizations further state that
the final rule creates a new rule that a hydroelectric facility will be considered to be
located at the same site as the one for which certification is sought if the facility is
“located within one mile of the facility for which qualification or recertification is sought
and use[s] water from the same impoundment for power generation.”*® Public Interest
Organizations add that a footnote in the final rule states that “[f]or hydroelectric
generating facilities, the regulations currently provide that the same energy resources
essentially means “the same impoundment for power generation.”#¢’ Public Interest
Organizations state that it appears that the Commission in practice would consider a

hydroelectric facility to be located at the same site whenever it uses the same

7 1d. at 107-08 & n.312.
48 1d. at 108 n.312.
9 Id. at 107-09 & n.312.

460 Jd. at 108-09 n.312 (citing Order No. 872, 172 FERC 9 61,041 at P 492 n.769).
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impoundment as the facility for which qualification is sought, is located within one mile,
or both, which would conflict with the text of the final rule and limit QF development.*¢!
254. Northwest Coalition, Public Interest Organizations, and Solar Energy Industries
reiterate NOPR comments that the new rebuttable presumption will increase the
“exclusion zone” around a QF’s electrical generating equipment from approximately three
square miles to over 300 square miles—a 100% increase.*6? Public Interest Organizations
argue that a 100-fold increase in the area in which a party that owns a small power
production facility will find it very difficult or impossible to develop another facility is the

definition of discouraging small power production facilities.*6*

b. Commission Determination

255. We disagree with Public Interest Organizations’ arguments that the Commission
did not provide an explanation for the “10-mile rule” beyond policy arguments and did not
adequately connect the “10-mile rule” to the statutory determination of “located at the
same site.” PURPA requires that no small power production facility, together with other
facilities located “at the same site,” exceed 80 MW, and Congress has tasked the

Commission with defining what constitutes facilities being at the same site for purposes of

461 Id.

462 Northwest Coalition Request for Rehearing at 54 (citing Order No. 872, 172
FERC q 61,041 at P 483); Public Interest Organizations Request for Rehearing at 109;
Solar Energy Industries Request for Rehearing and/or Clarification at 27, 29.

463 Pyblic Interest Organizations Request for Rehearing at 109-10.
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PURPA.** The Commission explained that, just as there are some facilities that may be
so close that it is reasonable to irrebuttably treat them as a single facility (those one mile
or less apart), there are some facilities that are sufficiently far apart that it is reasonable to
treat them as irrebuttably separate facilities.**> The Commission believed that the latter
distance is 10 miles or more apart.*®® The statute allows the Commission to determine the
meaning of “same site.”#®” Pursuant to this discretion, the Commission chose to pick a
distance as an inflection point beyond which it is safe to irrebuttably presume separate
sites.

256. Inresponse to arguments that the 10-mile demarcation is arbitrary and that nothing
in the record supports it as a rational or appropriate threshold,*®® we note that PURPA
requires that no small power production facility, together with other facilities located “at
the same site,” exceed 80 MW. In the final rule, the Commission aimed to protect that

statutory requirement by ensuring that facilities that, together with other affiliated

46416 U.S.C. 796(17)(A)(i).

465 Order No. 872, 172 FERC 9 61,041 at P 491. See also id. P 466.
66 7d. P 491. See also id. P 466.

46716 U.S.C. 796(17)(A)(ii).

468 Public Interest Organizations state that “[t]here is nothing in the record to show
that [10] miles is a rational or appropriate threshold for determining whether QFs are at
the ‘same site.”” We correct Public Interest Organizations’ statement by noting that
affiliated small power production facilities 10 miles or more apart are irrebuttably
presumed to be at separate sites and facilities between one mile and 10 miles are
rebuttably presumed to also be separate sites. Order No. 872, 172 FERC 461,041 at P
466.
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facilities located ““at the same site,” exceeded 80 MW did not receive the benefits that
Congress intended only small facilities 80 MW and under to receive. The Commission
therefore found that 10 miles is qualitatively a large enough distance to serve as the
inflection point beyond which it is safe to irrebuttably presume separate sites, while
allowing entities to seek to rebut such presumption between one mile and 10 miles.*® Ten
miles need not be the only possible choice under the statute in order for it to be considered
reasonable; what matters is that the choice made in the exercise of the Commission’s
discretion does not run afoul of the statue and is reasonable rather than arbitrary and
capricious.*”

257. We find no merit in Public Interest Organizations’ arguments that the final rule

does not explain why there should be any geographic distance at which two facilities are

19 1d. P 491.

470 See CP Kelco Oy v. United States, 37 ITRD 1093 (Ct. Int’l Trade 2015) (“[T]his
threshold is a line in the sand: Commerce might have picked a different number to
effectuate the statute’s purpose, with reasonable results . . . Yet because the agency’s
choice does not run afoul of the statute and is not arbitrary, the court will defer to
Commerce despite the possibility of alternatives.”). See also U.S. Steel Grp. v. United
States, 96 F.3d 1352, 1362 (Fed. Cir. 1996) (“So long as the Commission’s analysis does
not violate any statute and is not otherwise arbitrary and capricious, the Commission may
perform its duties in the way it believes most suitable.”); Mid Continent Nail Corp. v.
United States, 34 C.I.T. 512, 520-21 (2010) (finding, in response to contentions that the
Commission’s definitions of statutory terms were “seemingly random values,” that the
numbers in the Commission’s definitions did not violate the statute and were not
otherwise arbitrary and capricious where the they are applied reasonably). Cf. Int’l Soc.
for Krishna Consciousness, Inc. v. McAvey, 450 F. Supp. 1265, 1269 (S.D.N.Y. 1978)
(“choosing any fixed number would seem arbitrary, yet necessary in order to strike a
balance between the competing interests.”); AFPA v. FERC, 550 F.3d at 1183 (permitting
Commission to establish rebuttable presumption via rulemaking rather than case-by-case
adjudication in PURPA section 210(m) context).
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irrebuttably considered located at the same site. PURPA requires that no small power
production facility, together with other facilities located “at the same site,” exceed 80
MW. As the Commission explained in the final rule, there are some affiliated small
power production facilities using the same energy resource that are so close together that it
is reasonable to treat them as irrebuttably at the same site. Consistent with long standing
practice, the Commission has found that one mile or less is a reasonable distance to treat
such affiliated facilities as irrebuttably at the same site.*’! Additionally, in response to
Public Interest Organizations, we reiterate that the final rule retains the waiver provision
in 18 CFR 292.204(a)(3), which allow the Commission to waive the method of calculation
of the size of the facility for good cause.*”?

258. Inresponse to Public Interest Organizations’ concerns that it is unclear what the
waiver provision will mean now that the one-mile rule is irrebuttable, or whether those
who previously obtained a waiver will get it again if they recertify, we note that the
Commission has always determined whether to grant waivers on a case-by-case basis.

The Commission will continue to apply the waiver provision consistent with the
Commission’s waiver precedent. For example, in Windfarms, Ltd., the Commission
granted waiver of the one-mile rule, finding that three clusters of wind turbine generators

were at three separate and distinct sites when they “had sufficiently distinct and

471 Order No. 872, 172 FERC 9§ 61,041 at P 491.

472 14 P 492 (citing 18 CFR 292.204(a)(3)).
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identifiable topographical and energy resource-related characteristics.”*’® In contrast, in
Pinellas County, the Commission declined to grant waiver of the one-mile rule because a
new generator was within 600 to 700 feet of the existing generator. 4’

259. We disagree with Public Interest Organizations that the final rule establishes a new
rule that hydroelectric facilities are at the same site if they are located within one mile of
the facility for which qualification is sought and at the same impoundment. The final rule
did not change the prior requirement that hydroelectric facilities are at the same site if they
are located within one mile of the facility for which qualification is sought and at the same

impoundment.*’> The only change that the Commission made in the final rule was to

3 Windfarms, Ltd., 13 FERC § 61,017 (1980).
474 Pinellas County, Florida, 50 FERC 9 61,269 (1990).

475 See El Dorado Cty. Water Agency, 24 FERC 61,280, at 61,577 (1983) (El
Dorado) (“Under the rule, hydroelectric facilities using the same impoundment as a water
source and located within one mile of each other are considered part of the same site.”);
Small Power Production and Cogeneration Facilities — Qualifying Status, Order No. 70,
45 FR 17995 (Mar. 20, 1980), FERC Stats. & Regs. 9 30,134, at 30,943 (1980) (cross-
referenced at 10 FERC 4 61,230) (“Hydroelectric facilities . . . are considered to be located
at the same site only if the facilities use water from the same impoundment for power
generation. The Commission views this additional provision for hydroelectric facilities as
necessary because use of the one-mile rule alone might discourage the development of
facilities on separate waterways which are within one mile of each other.”) (cross-
referenced at 10 FERC 9§ 61,230), orders on reh’g, Order No. 70-A, FERC Stats. & Regs.
30,159 (cross-referenced at 11 FERC 4 61,119) and FERC Stats. & Regs. 9 30,160 (cross-
referenced at 11 FERC 4 61,166), order on reh’g, Order No. 70-B, FERC Stats. & Regs. §
30,176 (cross-referenced at 12 FERC 4 61,128), order on reh’g, FERC Stats. & Regs.
30,192 (1980) (cross-referenced at 12 FERC 9§ 61,306), amending regulations, Order
No. 70-D, FERC Stats. & Regs. 930,234 (cross-referenced at 14 FERC 9§ 61,076),
amending regulations, Order No. 70-E, FERC Stats. & Regs. 430,274 (1981) (cross-
referenced at 15 FERC 9§ 61,281) (emphasis added).
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create a rebuttable presumption of separate sites for affiliated small power production
facilities located more than one mile but less than 10 miles apart. Footnote 769 of the
final rule, noted by Public Interest Organizations, explains that it is unlikely that
hydroelectric generating facilities located more than one mile apart would be located on
the same impoundment. We clarify that, if a hydroelectric generating facility is more than
a mile apart (but less than 10 miles apart) from an affiliated facility, yet on the same
impoundment, the rebuttable presumption would be that they are at separate sites. We
further clarify that, although the second sentence of footnote 769 suggested that a
hydroelectric generating facility in this circumstance was free to seek waiver (most likely
in order to eliminate any uncertainty as to its status), it would be unlikely that any such a
facility would, in practice, need to request such waiver.

260. In the final rule, the Commission addressed Northwest Coalition, Public Interest
Organizations, and Solar Energy Industries’ contention that the new rule causes a 100-
times increase to the “exclusion zone” around a QF’s electrical generating equipment and
a 100-fold increase in the area in which a party who owns a small power production
facility will find it very difficult or impossible to develop another facility is almost the
definition of discouraging small power production facilities.*’® We reiterate that the rule
providing for a rebuttable presumption for affiliated small power production QFs located

more than one but less than 10 miles apart is necessary to address allegations of improper

476 See Order No. 872, 172 FERC 9 61,041 at P 495.
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circumvention of the one-mile rule that had been presented to the Commission.*””
Furthermore, we disagree with characterizing a rebuttable presumption of separate sites
between one mile and 10 miles as an “exclusion” zone for development purposes. While
QF developers understandably may prefer that any attempts to rebut be prohibited, our
disagreement with their preference (and our establishment of a presumption of separate
sites between one mile and 10 miles, albeit a rebuttable presumption) can hardly be
equated with enacting a development exclusion zone.

3. Factors

261. In the final rule, the Commission adopted the physical and ownership factors
proposed in the NOPR with a few modifications. First, the Commission modified the
NOPR proposal by changing terminology relating to the determination of whether
facilities are separate facilities to focus not on whether they are separate facilities, but
rather to mirror the statutory language referring to “the same site.” Accordingly, the
Commission adopted these factors as relevant indicia of whether affiliated small power
production facilities are “at the same site.” Second, the Commission modified the NOPR
proposal to identify the following additional physical factors as indicia that small power
production facilities should be considered located at the same site: (1) evidence of shared
control systems; (2) common permitting and land leasing; and (3) shared step-up

transformers.*’8

477 Id

418 Id. P 508.
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262. Specifically, the Commission adopted the following factors as examples of the
factors the Commission may consider in deciding whether small power production
facilities that are owned by the same person(s) or its affiliates are located “at the same
site”: (1) physical characteristics, including such common characteristics as
infrastructure, property ownership, property leases, control facilities, access and
easements, interconnection agreements, interconnection facilities up to the point of
interconnection to the distribution or transmission system, collector systems or facilities,
points of interconnection, motive force or fuel source, off-take arrangements, connections
to the electrical grid, evidence of shared control systems, common permitting and land
leasing, and shared step-up transformers; and (2) ownership/other characteristics,
including such characteristics as whether the facilities in question are owned or controlled
by the same person(s) or affiliated persons(s), operated and maintained by the same or
affiliated entity(ies), selling to the same electric utility, using common debt or equity
financing, constructed by the same entity within 12 months, managing a power sales
agreement executed within 12 months of a similar and affiliated small power production
qualifying facility in the same location, placed into service within 12 months of an
affiliated small power production QF project’s commercial operation date as specified in
the power sales agreement, or sharing engineering or procurement contracts.*”

263. The Commission adopted the NOPR proposal to allow a small power production

facility seeking QF status to provide further information in its certification (both self-

41 1d. P 509.
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certification and application for Commission certification) or recertification (both self-
recertification and application for Commission recertification) to preemptively defend
against rebuttal by identifying factors that affirmatively show that its facility is indeed at a
separate site from affiliated small power production QFs more than one but less than 10
miles away from it. The Commission stated that any party challenging a QF certification
(both self-certification and application for Commission certification) or recertification
(both self-recertification and application for Commission recertification) that makes
substantive changes to the existing certification would, in its protest, be allowed to
correspondingly identify factors to show that the small power production facility seeking
QF status and affiliated small power production QFs more than one but less than 10 miles
from that facility are actually at the same site. 3

264. The Commission emphasized that, as a general matter, no one factor is dispositive.
The Commission stated that it will conduct a case-by-case analysis, weighing the evidence
for and against, and the more compelling the showing that affiliated small power
production QFs should be considered to be at the same site as the small power production
facility seeking QF status in a specific case, the more likely the Commission will be to

find that the facilities involved in that case are indeed located “at the same site.””*8!

80 1d. P 510.

481 17 P511.
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a. Requests for Rehearing

265. Solar Energy Industries assert that in adopting the physical and ownership
characteristics as proposed in the NOPR, the Commission stepped beyond the statutory
bounds that limit the Commission to determining whether a facility is located “at the same
site” as any other facilities,®? instead imposing a separate facilities analysis. Solar Energy
Industries argue that the Commission has previously recognized that “[t]he critical test
under PURPA relates to whether the facilities are located at one site rather than whether
they are integrated as a project.”*3 Solar Energy Industries contend that the Commission
erred in concluding that ownership and other characteristics are germane to the “same
site” determination.*®* Solar Energy Industries claim that Congress did not authorize the
Commission to analyze factors that have nothing to do with physical commonality or
surrounding geographical terrain as part of the same site determination. *%

266. Similarly, Public Interest Organizations assert that the Commission’s definition of
““at the same site” is “beyond the meaning that the statute can bear.”*3® Public Interest

Organizations argue that the American Heritage Dictionary defines “site” as “[t]he place

82 Solar Energy Industries Request for Rehearing and/or Clarification at 30.
83 Id. at 26, 31-32 (citing EI Dorado, 24 FERC at 61,578).
B4 1d at 31.

85 Id. at 30-31.

486 public Interest Organizations Request for Rehearing at 103 (citing MCI
Telecommunications Corp. v. Am. Tel. & Tel. Co., 512 U.S. 218, 229 (1994)).
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where a structure or group of structures was, is, or is to be located.”*3” Public Interest
Organizations contend that the statute limits multiple QF facilities to the 80 MW cap only
if those facilities are located at the same physical place.*®® Public Interest Organizations
claim that whether affiliated generators using the same energy resource and which are
located between one mile and 10 miles are located at separate sites depends on various
non-exclusive and non-dispositive factors, many of which have no relationship to whether
the two facilities are located in the same physical place.*®®

267. Public Interest Organizations argue that the reasonable meaning of the phrase does
not permit the Commission’s definition that introduces numerous extraneous factors, such
as corporate structure, financing, offtake entities, number of energy sources or “motive
forces,” shared use of offsite engineering services or maintenance contractors, or
construction timelines.*® Solar Energy Industries assert that the employment of common
contractors, such as grading and electrical contractors, has nothing to do with whether two
otherwise distinct generation facilities are located at the “same site,” instead having more

to do with the availability of experienced, qualified contractors in a given region.*! Solar

87 Id. (citing The American Heritage Dictionary of the English Language 55 (3d
ed. 1992)).

88 Id. at 103-04.
89 Id. at 105.

0 14, at 104 (citing Summit Petroleum Corp. v. U.S. EPA, 690 F.3d 733, 742 (6th
Cir. 2012)).

®1 Solar Energy Industries Request for Rehearing and/or Clarification at 31.



Docket Nos. RM19-15-001 and AD16-16-001 - 171 -

Energy Industries contend that many QFs are developed in rural regions where there are
often a limited number of qualified maintenance providers and a commonality of such
engagement should not be a factor in the Commission’s “same site” analysis. Solar
Energy Industries add that the fact that two facilities are constructed by the same entity
within a period of 12 months is also irrelevant for a “same site” determination given that
there are a limited number of qualified construction firms within each region.** Solar
Energy Industries claim that portfolios of QFs in multiple states (and which thus are
unquestionably at separate sites) are frequently financed (and re-financed) as part of a
common investment portfolio for passive investment vehicles that do not exercise day-to-
day control over the QF; therefore, they should not determine whether two facilities with
separate ownership structures should not be consolidated for purposes of the 80 MW size
limitation. **?

268. Public Interest Organizations argue that there are significant problems with the
factors list that render the factors unreasonable, arbitrary, and capricious.*** Public
Interest Organizations assert that the failed to respond to the flaws raised regarding the
factors identified by the Commission for consideration under the rebuttable presumption,

instead summarily adopting these factors.**> Public Interest Organizations state that

492 14
493 Id.
494 public Interest Organizations Request for Rehearing at 111.

5 Id. at 124-25 (citing Order No. 872, 172 FERC 9 61,041 at PP 501-09).
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commenters identified the list of “physical characteristics,” particularly “control

929 ¢¢ 99 ¢¢

facilities,” “access and easements,” “collector systems or facilities,” and “property leases,”
as “far too broad and unclear,” and subject to varying interpretations.**® Public Interest
Organizations contend that factors listed under “ownership and other characteristics,” such
as control and maintenance, are even more problematic.*’ Public Interest Organizations
argue that, in certain geographic regions, there are often a limited number of solar
maintenance companies, creating the opportunity for frivolous challenges to QF
certifications and recertifications.*® Public Interest Organizations point to Southeast
Public Interest Organizations’ comments that

“[1]ikewise, the sale of electricity to a common utility, the

financing of a project through a mutual lender, the

construction of a facility through a mutual contractor, the

timing of contract execution, and the timing of facilities being

placed into service are all factors listed in the NOPR which

do not provide relevant evidence as to common ownership
requiring facilities to be considered a single unit. The use of

496 1d. at 126 (citing Southeast Public Interest Organizations Comments, Docket
No. RM19-15-000, at 34 (Dec. 3, 2019); SC Solar Alliance Comments, Docket No.
RM19-15-000, at 17 (Dec. 3, 2019)).

¥7 Id. (citing Southeast Public Interest Organizations Comments, Docket No.
RM19-15-000, at 34 (Dec. 3, 2019); SC Solar Alliance Comments, Docket No. RM19-15-
000, at 17-18 (Dec. 3, 2019)).

98 1d. (citing Southeast Public Interest Organizations Comments, Docket No.
RM19-15-000, at 35 (Dec. 3, 2019); SC Solar Alliance Comments, Docket No. RM19-15-
000, at 18 (Dec. 3, 2019); North Carolina DOJ Comments, Docket No. RM19-15-000, at
7-8 (Dec. 3, 2019)).
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these factors will likely prejudice solar facilities constructed
nearby each other that used common associates, contractors,
or partnering organizations or entities.”*%

269. Public Interest Organizations assert that, rather than grappling with the data and
information presented by commenters on these factors, the final rule simply summarizes
the critiques and then summarily concludes that these factors shall be adopted in the final
rule.3® Public Interest Organizations argue that the lack of response to these criticisms
and failure to articulate a rationale for why the factors are appropriate for making a same
site determination render the Commission’s determination arbitrary and capricious.>!
270. Solar Energy Industries contend that, by going beyond the same site limitation, the
Commission is discouraging the development of these resources.3> Solar Energy
Industries assert that the Commission’s failure to provide support for the expansion of its
authority beyond that granted by Congress is arbitrary, capricious, and not consistent with
reasoned decision-making.5%

271. Solar Energy Industries seek rehearing of the Commission’s determination in
Paragraph 508 and ask the Commission to rescind dicta and associated regulations

allowing for review, evaluation, or consideration of physical and operational

9 Id. at 127 (citing Southeast Public Interest Organizations Comments, Docket
No. RM19-15-000, at 35 (Dec. 3, 2019)).

500 Id
501 Id.

392 Solar Energy Industries Request for Rehearing and/or Clarification at 26.

503 14, at 27, 30 (citing Windfarms, Ltd., 13 FERC at 61,032).
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characteristics that are not germane to whether a facility, “together with any other
facilities located at the same site,” has a power production capacity greater than 80

MW .3 Solar Energy Industries argue that, if the Commission does not grant
reconsideration, a QF could be subject to challenge throughout the facility’s entire useful
life based on overly broad factors that are not related to preventing a QF from “gaming”
the same-site determination and development of other QFs long after a QF starts
operation. 5%

272. Public Interest Organizations add that, although the final rule allows applicants to
“preemptively defend against rebuttal by identifying factors that affirmatively show that
its facility is indeed at a separate site,” it does not provide guidance on what these factors
506

are, which creates uncertainty.

b. Commission Determination

273. PURPA defines small power production facilities as those facilities that have “a
power production capacity which, together with any other facilities located at the same
site (as determined by the Commission), is not greater than 80 megawatts.”>” Congress
notably did not specify that “site” may only encompass consideration of physical or

geographic factors; in fact, Congress expressly delegated the determination of “site” to the

S04 1d. at 27.
05 1d. at 34.

396 pyblic Interest Organizations Request for Rehearing at 110 (citing Order No.
872,172 FERC 9 61,041 at PP 480, 510).

0716 U.S.C. 796(17)(A)(i).
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Commission.>® When the Commission adopted the PURPA Regulations in 1980, it
determined that the capacity of all facilities within one mile of each other and which use
the same energy resource and are owned by the same person, be added together.>®” Thus,
for 40 years the PURPA Regulations implementing “same site” have included
examination not only of geography or distance, but also ownership and resource. The
final rule’s inclusion of physical and ownership factors is a continuation of the
Commission’s past practice and is not, as Solar Energy Industries contend, an expansion
of the Commission’s authority. We therefore decline to rescind the list of example
factors, as requested by Solar Energy Industries.

274. Solar Energy Industries’ reliance on E/ Dorado is misplaced. In El Dorado, a
protester argued that three hydroelectric facilities located more than one mile from each
other should nevertheless be treated as a single hydroelectric project, noting that the three
facilities were aggregated together as a single project for the purposes of receiving a
hydroelectric license. The Commission found that, because the three facilities were
located more than a mile from each other, under the then-current regulations, the facilities
were located at three distinct sites, despite having been aggregated together for the
purpose of receiving a hydroelectric license. The sentence Solar Energy Industries quotes,

“the critical test under PURPA relates to whether the facilities are located at one site

508 Id.

59 Order No. 70, FERC Stats. & Regs. 930,134 at 30,939; see also 18 CFR
292.204(a)(1).
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rather than whether they are integrated as a project,” explains that the requirements for
certification as a small power production facility are not the same requirements to receive
a hydroelectric license.>? The Commission did not address which kind of considerations
may go into the same site determination; it merely applied the same site analysis that
existed at the time, distinct from other requirements.

275. We disagree with Solar Energy Industries’ contention that, if the Commission does
not grant reconsideration of the list of example factors, a QF could be subject to challenge
throughout the facility’s entire useful life. We note that, prior to the final rule, an
interested party could file a petition for declaratory order challenging the QF certification
at any time and on any grounds. An interested party may still file a petition for
declaratory order with the accompanying filing fee, just as they could prior to the effective
date of the final rule. The final rule merely added what already exists for essentially every
Commission proceeding, “no fee” protests, which will not subject a QF to challenges
throughout the facility’s entire useful life because any such protest must be filed with 30
days from the date of the filing of the Form No. 556 at the Commission.>"!

276. Moreover, we reiterate that the final rule provided that such protests (and hence,
consideration of the factors) may only be filed in response to an initial certification or to a

recertification that makes substantive changes to the existing certification,3!* which limits

10 £] Dorado, 24 FERC at 61,577-78.

S Order No. 872, 172 FERC 9§ 61,041 at P 554.

12 1d. P 550.
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the time periods during which such a protest may be filed. Additionally, once the
Commission has affirmatively certified an applicant’s QF status in response to a protest
opposing a self-certification or self-recertification, or in response to an application for
Commission certification or recertification, any later protest to a recertification (self-
recertification or application for Commission recertification) making substantive changes
to a QF’s existing certification must demonstrate changed circumstances from the facts
upon which the Commission acted on the certification filing that call into question the
continued validity of the earlier certification.’'?

277. We also disagree with Public Interest Organizations’ assertion that the Commission
failed to respond to the flaws raised regarding the factors, including that the list of

99 ¢¢

“physical characteristics,” particularly “control facilities,” “access and easements,”
“collector systems or facilities,” and “property leases,” was far too broad, unclear, and
subject to varying interpretations.>!* In the final rule, the Commission explained that
these are examples of factors the Commission may consider on a case-by-case basis. The
factors are not further defined because their application will depend on the context of the

individual certification. Likewise, we disagree with Public Interest Organizations’

contentions that “ownership and other characteristics” is a problematic factor and “the sale

13 1d. P 469.

14 Public Interest Organizations Request for Rehearing at 126 (citing Southeast
Public Interest Organizations Comments, Docket No. RM19-15-000, at 34 (Dec. 3, 2019);
SC Solar Alliance Comments, Docket No. RM19-15-000, at 17 (Dec. 3, 2019)). See also
Order No. 872, 172 FERC 4 61,041 at P 501.
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of electricity to a common utility, the financing of a project through a mutual lender, the
construction of a facility through a mutual contractor, the timing of contract execution,
and the timing of facilities being placed into service” do not provide relevant evidence of
common ownership that requires facilities to be considered a single unit.>'> We reiterate
that no single factor is dispositive and the factors are included as examples of facts that the
Commission may consider on a case-by-case basis.>'® For example, Public Interest
Organizations state that, in certain geographic regions, there are a limited number of solar
maintenance companies, and Southeast Public Interest Organizations NOPR Comments
stated that, because of the costs and complexity of financing the construction of QFs,
developers frequently secure financing for a portfolio of distinct projects that may be
hundreds of miles apart, at clearly separate facilities.’!” A protester could indeed assert
common maintenance or common financing as evidence that a facility is at the same site
as another facility, but the Commission could choose to dismiss a protest based on those
factors if the protestor’s claims are not sufficient to warrant a “same site” finding,

particularly if there are no other factors indicating that the facilities are at the same site.

515 Public Interest Organizations Request for Rehearing at 127 (citing Southeast
Public Interest Organizations Comments, Docket No. RM19-15-000, at 35 (Dec. 3,
2019)).

316 Order No. 872, 172 FERC § 61,041 at P 511.

517 Southeast Public Interest Organizations Comments, Docket No. RM19-15-000,
at 35 (Dec. 3, 2019).
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278. Similarly, Public Interest Organizations argues that the Commission must articulate
a rationale for why the factors are appropriate for making a same site determination. We
believe that, when affiliated facilities are located more than one mile but less than 10
miles from each other and demonstrate these factors, then they may reasonably be
considered to be located at the same site. We again stress that, in the final rule, the
Commission stated that the factors in the list were merely “examples of the factors the
Commission may consider.”®'® The Commission will conduct a case-by-case analysis,
weighing the evidence for and against determining whether small power production
facilities that are owned by the same person(s) or its affiliates are located “at the same
site.” The Commission included the example factors in the final rule to provide a guide
for the kinds of facts that an applicant seeking QF status or that a protester may assert, and
that the Commission may consider in making its determination.

279. In response to Public Interest Organizations’ concern that the Commission allows
applicants to “preemptively defend against rebuttal by identifying factors that
affirmatively show that its facility is indeed at a separate site”” without identifying these
factors, we clarify that the factors that may be used by an applicant to preemptively defend
against rebuttal include the example factors identified in that same Paragraph 509 of the

final rule which is the subject of the discussion above.!

318 Order No. 872, 172 FERC 9 61,041 at P 509.

519 See id.
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D. OF Certification Process

280. In the final rule, the Commission adopted the NOPR proposal to revise 18 CFR
292.207(a) to allow an interested person or entity to seek to intervene and to file a protest
of a self-certification or self-recertification of a QF and not have to file a petition for
declaratory order and pay the filing fee for petitions. The Commission found that any
increased administrative burden or litigation risk imposed by the new rule is justified by
the need to ensure that QFs meet the statutory criteria for QF status.’?* The Commission
stated that the ability to intervene and to file a protest of a self-certification or self-
recertification of a QF without having to file a petition for declaratory order and pay the
filing fee for petitions is effective as of the effective date of the final rule.>*!

281. The Commission agreed with commenters that QF recertifications to implement or
address non-substantive changes should not be subject to the new protest rule in order to
respect QFs’ settled expectations. The Commission therefore found that protests may be
filed to an initial certification (both self-certification and application for Commission
certification) filed on or after the effective date of the final rule, but only to a
recertification (both self-recertification and application for Commission recertification)
that makes substantive changes to the existing certification and that are filed on or after

the effective date of the final rule. The Commission explained that substantive changes

that may be subject to a protest may include, for example, a change in electrical

20 1d. P 547.

321 d. P 548.
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generating equipment that increases power production capacity by the greater of 1 MW or
five percent of the previously certified capacity of the QF or a change in ownership in
which an owner increases its equity interest by at least 10% from the equity interest
previously reported. The Commission found that recertifications (both self-
recertifications and applications for Commission recertifications) making “administrative
only” changes should not be subject to a protest pursuant to the final rule.52?

282. The Commission disagreed with Solar Energy Industries’ estimates that compliance
with these new requirements would require an additional approximately 90 to 120 hours
per year. The Commission noted that 18 CFR 292.207(d) already stated that, if a QF fails
to conform with any material facts or representations presented in the certification, the QF
status of the facility may no longer be relied upon; hence, it is long-standing practice that
a QF must recertify when material facts or representations in the Form No. 556 change.>*}
283. The Commission explained that certifications and recertifications are already
subject to protests, albeit in the form of petitions for declaratory order; therefore, dealing
with objections to a certification or recertification is not new. The Commission stated
that, although the new procedures may result in more protests being filed than the number
of petitions that had been filed, the Commission believed that the conditions imposed in

the final rule will limit the number of protests filed. The Commission anticipated that

most, though not all, of the protests filed pursuant to the new 18 CFR 292.207(a) will

322 Id. P 550.

23 Id. P 552.
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relate to the new more-than-one-but-less-than-10-miles rebuttable presumption. The
Commission reasoned that such protests will necessarily be limited because not all
certifications and recertifications will be subject to the new more-than-one-but-less-than-
10-miles rebuttable presumption. The Commission stated that only a small power
production facility seeking QF status that has an affiliated small power production QF
more than one but less than 10 miles away and that uses the same energy resource would
be subject to the rebuttable presumption. The Commission stated that small power
production facilities that do not have affiliated small power production facilities will not
be affected by the new rebuttable presumption, nor will cogeneration QFs be affected by
the new rebuttable presumption. The Commission reiterated that protests may only be
made to an initial certification (both self-certification and application for Commission
certification) filed on or after the effective date of the final rule, and only to a
recertification (self-recertification or application for Commission recertification) that
makes substantive changes to the existing certification that is filed on or after the effective
date of the final rule.3?*

284. The Commission instituted time limits on protests that may be filed under the final
rule. The Commission adopted the NOPR proposal that interested parties will have 30
days from the date of the filing of the Form No. 556 (both initial self-certification and

self-recertification) at the Commission to file a protest (without paying a fee).>*

24 Id. P 553.

525 Id. P 554.
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285. The Commission also stated that, even if it indeed takes some small power
production facilities an additional 90 to 120 hours to comply with the new requirements
(which the Commission thought was unlikely), that was not an unreasonable burden to
impose to ensure that a generating facility that seeks to be a QF is, in fact, entitled to QF
status and is complying with PURPA 526

286. The Commission found that, due to the unique nature of rooftop solar PV
developers, the recertification requirement for PV developers could be unduly
burdensome. Therefore, to lessen the burden on such developers when recertifying, the
Commission permitted rooftop solar PV developers an alternative option to file their
recertification applications. Rather than require the developer to file for recertification
each time the developer adds or removes a rooftop facility, the Commission allowed a
rooftop solar PV developer to recertify on a quarterly basis. The Commission stated that
the recertification filing would be due within 45 days after the end of the calendar quarter.
However, if in any quarter a rooftop solar PV developer either has no changes or only has
changes of power production capacity of 1 MW or less, the Commission stated that the
rooftop solar PV developer would not be required to recertify until it has accumulated
changes greater than 1 MW total over the quarters since its last filing. Additionally, the
Commission stated that rooftop solar PV developers, like all small power production

facilities, will not be subject to protests when they file recertifications that are

526 Id. P 556.
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“administrative only” in nature but would be subject to such protests when they make
substantive changes to the existing certification, as detailed above.>*’

287. The Commission limited the ability to file a protest (rather than a petition for
declaratory order, with the accompanying filing fee) to within 30 days of the date of the
filing of the self-certification or self-recertification. The Commission stated that, if an
interested party would like to contest a self-certification or self-recertification later than 30
days after the date of its filing, then the interested party may file a petition for declaratory
order with the accompanying filing fee, just as they could prior to the effective date of the
final rule.5?®

288. The Commission declined to impose a 60-day deadline after which a failure of the
Commission to rule on the protest would result in the protest being denied by operation of
law. The Commission stated that self-certification will be effective upon filing and will
remain effective after a protest has been filed, until such time as the Commission issues an
order revoking certification. The Commission clarified that self-recertifications will
likewise remain effective after a protest has been filed, until such time as the Commission
issues an order revoking recertification.3?

289. The Commission noted that the presumption continues to be that a small power

production facility seeking QF status that is located more than one but less than 10 miles

327 Id. P 560.
28 Id. P 563.

529 Id. P 565.
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from any affiliated small power production QFs is at a separate site from those affiliated
small power production QFs, explaining that the Commission was simply making this
530

presumption rebuttable.

1. Requests for Rehearing

290. Solar Energy Industries state that the self-certification process was intended to be
“quick and not unduly burdensome”*! to avoid the “complexity, delays, and uncertainties
created by a case-by-case qualification procedure” that “would act as an economic
disincentive to owners of smaller facilities.”>** Solar Energy Industries argue that the new
“[10]-mile rule” adds unnecessary regulatory burdens on QFs which will have a chilling
effect on the development of QFs that is directly counter to PURPA’s mandate to
encourage QF development. Solar Energy Industries assert that, if the Commission does
not reconsider the rebuttable presumption framework, the self-certification process will no
longer be quick and will become unduly burdensome for all parties, including the

Commission and its staff,>3

30 1d. P 567.

531 Solar Energy Industries Request for Rehearing and/or Clarification at 33 (citing
Revisions to Form, Procedures, and Criteria for Certification of Qualifying Facility Status
for a Small Power Production or Cogeneration Facility, Order No. 732, 130 FERC §
61,214, at P 8 (2010)).

332 Id. at 28 (citing Revised Regulations Governing Small Power Production and
Cogeneration Facilities, Order No. 671, 114 FERC 9 61,102, at P 83, order on
reh’g, Order No. 671-A, 115 FERC 9 61,225 (2006)).

33 1d. at 34.
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291. Public Interest Organizations state that one of the ways that PURPA directs the
Commission to encourage development of small power production facilities is to prescribe
rules exempting them from the FPA, PUHCA, and state laws and regulations, as necessary
to encourage development.3** Public Interest Organizations argue that the final rule does
the opposite by requiring applicants to list in Form No. 556 all “affiliated small power
production QFs using the same energy resource within one mile,” as well as “all affiliated
small power production QFs using the same energy resource whose nearest electrical
generating equipment is less than 10 miles from the electrical generating equipment of the
entity seeking small power production QF status.>*> Public Interest Organizations note
that multiple commenters argued that this proposal would impose a significant burden,>¢
and that the burden is substantial.>*’ Public Interest Organizations contend that the basis
for the Commission’s estimate that the final rule would impose 62 hours of administrative
work on every small power production facility over 1 MW with affiliated facilities
between one and 10 miles away is not clear.™® Public Interest Organizations note that

Solar Energy Industries extensively raised and documented the expected regulatory

534 Public Interest Organizations Request for Rehearing at 116.

535 1

336 1d. (citing Order No. 872, 172 FERC 9 61,041 at PP 485, 539-42, 577-83).
37 1d. at 127-29.

338 Jd. at 117 (citing Order No. 872, 172 FERC 4 61,041 at P 587).
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burden of the new rule, and refer to Solar Energy Industries’ estimate that the new rule
would require an additional 90 to 120 hours per year to comply.>*

292. Public Interest Organizations assert that the Commission’s explanation for
establishing its new protest procedure is unreasonable and unsupported by the record.3*
Public Interest Organizations note that the new procedures make it far easier and more
likely that an interested party will challenge certification. Both Public Interest
Organizations and Solar Energy Industries contend that there is no need for this new
procedure because any interested person could file a petition for declaratory order
challenging certification.>*! Public Interest Organizations and Solar Energy Industries
claim that, if petitions for declaratory orders have been standing in for protests until now,
they should be able to continue to do so without increasing the regulatory burden on small

power production facilities by adding a protest option.>** Solar Energy Industries add

that, while the current $30,000%* filing fee for petitions for declaratory order is

3 Id. at 129 (citing Solar Energy Industries Comments, Docket No. RM19-15-000,
at 52 (Dec. 3, 2019)).

540 14 at 122.

S Jd_ at 122-23; Solar Energy Industries Request for Rehearing and/or
Clarification at 28.

342 public Interest Organizations Request for Rehearing at 123.

43 We note that the current filing fee for a petition for declaratory order is $30,060.
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substantial, it is not nearly as substantial as the increased legal fees that QFs will now
have to bear to seek and defend certification.>**

293. Public Interest Organizations assert that the Commission’s new same site
determination is contrary to the congressional intent of PURPA because it will discourage
small power production facilities.>*> Public Interest Organizations argue that the litigation
risk created by the possibility that various interested parties will protest the facility
owners’ certifications throughout the life of the project any time there is a change in
circumstance will effectively establish a 10-mile exclusion zone for a developer around
each small power production facility.54¢

294. Solar Energy Industries claim that the rebuttable presumption process and
procedure will discourage investment in QFs because it brings a substantially increased
litigation risk in each certification and recertification.’*’ Solar Energy Industries argue
that Congress did not give the Commission authority to undertake a detailed case-specific
review to determine if the facility meets the maximum size requirements set forth in the

statute.>*® Solar Energy Industries assert that, by authorizing the Commission to

determine whether facilities are considered to be located at “the same site,” Congress did

34 Solar Energy Industries Request for Rehearing and/or Clarification at 28.
345 Public Interest Organizations Request for Rehearing at 106.

46 1d at 107, 112.

347 Solar Energy Industries Request for Rehearing and/or Clarification at 33.

548 Id.
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not intend for the Commission to promulgate regulations that would stymie the
development of QFs by discouraging potential financiers, investors, and owners from
backing such resources.’*

295. Northwest Coalition asserts that the application of the final rule’s same site
determination to existing facilities is arbitrary, capricious, and not in accordance with
law.3> Northwest Coalition argues that the Commission erred by failing to exempt
existing facilities from applicability of the new same site determination for determining
eligibility as a small power production facility.>>' Northwest Coalition contends that the
Commission arbitrarily applied the new rule to any existing facility that makes any
substantive change to its certification documents with the Commission, causing owners of
facilities financed and constructed in reliance on the former one-mile rule now to face the
risk of decertification almost any time a non-ministerial change is made, including sale of
a relatively minor stake in ownership of the facility.5%

296. Northwest Coalition argues that the new rule decreases the marketability of such

facilities and upsets investment-backed expectations of their owners, who often invest in a

portfolio of resources with the expectation that it can eventually be sold to another

9 Id. at 26.
330 Northwest Coalition Request for Rehearing at 6.
d. at 53.

2 Id. at 53-55; see also Public Interest Organizations Request for Rehearing at 132.
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owner.>? Northwest Coalition argues that the new rule will effectively bar the transfer or
sale of existing assets that were lawfully qualified under the one-mile rule but cannot
qualify under the new same site determination because they consist of more than 80 MW
of aggregate capacity within 10 miles.5** It asserts that this new precedent of the
Commission upsetting settled expectations undermines the predictability needed for long-
term investments in generation assets.>>

297. Public Interest Organizations argue that the final rule could lock in old technology
because owners of existing facilities will have an enormous incentive to avoid making
changes to their facility to avoid needing to recertify.5® Public Interest Organizations add
that the final rule discourages development of new small power production facilities
within 10 miles of existing facilities because the new facilities could potentially trigger
revocation of certification for one or more existing facilities.>’

298. Northwest Coalition and Public Interest Organizations note that, since 1980,

facilities located more than one mile apart enjoyed certainty that the rules would not result

in them being located at the same site.5® Public Interest Organizations argue that the

353 Northwest Coalition Request for Rehearing at 55.

54 1d. at 55.

55 1d. at 55.

356 Public Interest Organizations Request for Rehearing at 115.
557 17

38 Northwest Coalition Request for Rehearing at 53; Public Interest Organizations
Request for Rehearing at 132.
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Commission arbitrarily and unlawfully ignored serious reliance interests because the
Commission did not fully consider it or failed to provide a “more detailed justification”
for its decision to not respect acknowledged, settled expectations in all cases, despite
commenters’ lengthy discussion of reliance interest.>’

299. Public Interest Organizations assert that the Commission’s decision not to grant
more extensive legacy treatment for existing facilities whose owners have reasonably
relied on the longstanding one-mile rule sets a precedent of dramatic regulatory
uncertainty that will have a chilling effect on the market.5® Public Interest Organizations
contend that, going forward, entrepreneurs will question whether the Commission will
further change the regulatory structure, despite longstanding precedent and reliance
interests. ¢!

300. Northwest Coalition claims that, the Administrative Procedures Act (APA),
pursuant to which the Commission acted, does not authorize retroactive rules; however,
the new rebuttable presumption will have the retroactive effect of applying to existing

facilities seeking recertification.’®* Northwest Coalition asserts that the failure to exempt

existing facilities is a significant change from the Commission’s past practice of applying

3% Public Interest Organizations Request for Rehearing at 133 (citing FCC v. Fox
Television Stations, Inc., 556 U.S. 502, 515 (2009)).

560 1d. at 115.
561 Id.

562 Northwest Coalition Request for Rehearing at 55 (citing Bowen v. Georgetown
Univ. Hosp., 488 U.S. 204, 208-09 (1988)).
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new certification criteria only to new facilities, not existing facilities seeking
recertification.>® Northwest Coalition notes that, when the Commission revised section
292.205(d) of its regulations regarding the new operation and efficiency certification
criteria required by the Energy Policy Act of 2005 (EPAct 2005) for cogeneration
facilities, those new criteria applied only to “any cogeneration facility that was either not a
qualifying cogeneration facility on or before August 8, 2005, or that had not filed a notice
of self-certification or an application for Commission certification as a qualifying
cogeneration facility under [18 CFR] 292.207 of this chapter prior to February 2, 2006 . . .
564 Northwest Coalition further notes that the Commission clarified “that there is a
rebuttable presumption that an existing QF does not become a ‘new cogeneration facility’
for purposes of the requirements of newly added section 210(n) of PURPA merely
because it files for recertification.”>* Northwest Coalition also points out that, in Order
No. 671, the Commission found that only changes to the facility that lead it to be a whole
new facility, “such as an increase in capacity from 50 MW to 350 MW,” could trigger the
applicability of the new qualification criteria.6®

301. Northwest Coalition argues that the Commission did not respond to the precedent

on this issue that NIPPC, CREA, REC, and Solar Energy Industries provided in their

6 /g
54 Jd. at 55-56 (citing 18 CFR 292.205(d)).
$65 74 at 56 (citing Order No. 671, 114 FERC 9 61,102 at P 115),

366 Jd. (citing Order No. 671, 114 FERC 961,102 at P 115).
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NOPR comments.>” Northwest Coalition asserts that the Commission’s failure to
respond to legitimate objections renders its decision arbitrary and capricious.>%®

302. Public Interest Organizations state that several commenters provided data, maps,
and information to show that the application of the new “[10]-mile rule” to existing
projects has potentially widespread implications for states with significant QF
development.5®® For example, Public Interest Organizations point out Southeast Public
Interest Organizations’ comment that the change to the one-mile rule would have
implications for nearly every existing QF in North Carolina and map that shows that
facilities in compliance with the original one-mile rule are within 10 miles from other QFs
and could trigger the new rule on recertification. 37

303. Public Interest Organizations complain that, although the Commission responded to
these concerns by limiting protests to recertifications to instances in which a substantive
change 1s made to an existing certification, it provided no further explanation or rationale

as to how the “substantive change” limitation would specifically address the concerns

567 Id. (citing NIPPC, CREA, REC, and OSEIA Comments, Docket No. RM19-15-
000, at 76 (Dec. 3, 2019)).

568 14 (citing PPL Wallingford, 419 F.3d at 1198).

3% Public Interest Organizations Request for Rehearing at 130 (citing Southeast
Public Interest Organizations Comments, Docket No. RM19-15-000, at 29-33 (Dec. 3,
2019); SC Solar Alliance Comments, Docket No. RM19-15-000, at 18 (Dec. 3, 2019);
North Carolina DOJ Comments, Docket No. RM19-15-000, at 8 (Dec. 3, 2019)).

70 d. at 130-31 (citing Southeast Public Interest Organizations Comments, Docket
No. RM19-15-000, at 31 (Dec. 3, 2019)).
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raised.>”! Public Interest Organizations add that the Commission failed to consider the
valid concerns because the term “substantive changes” is vague and undefined and is
unlikely to meaningfully limit protests.>”>

304. Solar Energy Industries argue that, if the Commission does not grant rehearing of
the “10-mile rule,” then the Commission must establish a grandfathering provision for
facilities that are already installed.3® Solar Energy Industries ask the Commission to
clarify that all existing facilities will retain their QF status unless a recertification filing is
made that changes the maximum net output or qualifying technologies of the QF.3"* Solar
Energy Industries assert that, unless there is a change in the output of the facilities or
another change in circumstance that has economic consequences to the utility-purchaser,
then the facility’s status should be beyond challenge.>”> Solar Energy Industries contend
that failing to offer grandfathering to existing facilities is arbitrary, capricious,
inconsistent with Commission precedent that preserves contractual expectations between
parties in the event of regulatory change, and does not encourage QFs as the statute

requires.>’

S d. at 131.

52 Id. at 131-32.

573 Solar Energy Industries Request for Rehearing and/or Clarification at 34.
54 1d. at 35.

5[4,

%6 1d,
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305. Solar Energy Industries state that, if the Commission does not grant rehearing and
grandfather existing facilities, then they seek clarification that challenges to recertification
filings can only be brought “in circumstance that has economic consequences to the
utility-purchaser and its ratepayers.”>’’ Solar Energy Industries argue that, by limiting
challenges to existing facilities to situations where there is a change in output of the
facilities or other change in circumstances that has economic consequences to the utility-
purchaser and its ratepayers, the final rule will more closely align with the direction of the
578

statute.

2. Commission Determination

306. As explained in the final rule (and also above), the record shows that large facilities
were disaggregating into smaller facilities and spacing themselves at a distance sufficient
to be able to qualify as QFs. PURPA provides advantages for small power production
facilities, and the final rule, consistent with the statute, limits those advantages to small
power production facilities. To that end, the purpose of the new rules regarding the same
site determination is to ensure compliance with PURPA.

307. We disagree with Solar Energy Industries’ arguments that the “[10]-mile rule” adds
unnecessary regulatory burdens, making the self-certification process no longer “quick
and not unduly burdensome.” The changes to the one-mile rule and the corresponding

changes to the Form No. 556 are necessary to provide the Commission the information it

37 Id. (citing Zond-PanAero Windsystem Partners I, 76 FERC 9§ 61,137 (1996)).

8 Id. at 36.
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needs to determine whether a facility qualifies to be a QF, consistent with the standards
laid out in the statute. In particular, the new requirement to list affiliated small power
production QFs using the same energy resource whose nearest electrical generating
equipment is less than 10 miles from the electrical generating equipment of the entity
seeking small power production QF status, both on initial certification and recertification,
is needed to assess whether the applicant facility and other affiliated facilities using the
same energy resource are located at the same site and ultimately whether they meet the
statutory 80 MW limit. Moreover, the requirement is to list affiliated small power
production QFs; thus, only facilities with affiliates will be affected by this information
requirement — single, unaffiliated QFs will face no additional burden. Similarly, for QF
applicants with few affiliated facilities less than 10 miles from the applicant facility, this
listing requirement should be only minimally burdensome. The requirement to list
affiliates less than 10 miles from the applicant facility would likely require more time
when a project owner owns many QFs less than 10 miles from the applicant facility,
which will likely be a larger, more sophisticated QF developer that has resources to
prepare the form. Even then, it is a necessary burden in order to ensure compliance with
PURPA.

308. Additionally, in response to Solar Energy Industries’ argument that the final rule

99579

adds unnecessary regulatory burden “on QFs,”>" the final rule was responsive to

57 Solar Energy Industries Comments, Docket No. RM19-15-000, at 51 (Dec. 3,
2019).
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comments on the burden of the proposed rule and, as an example of the Commission
taking care to ascertain that the rules are not unduly burdensome, specifically lessened the
burden on rooftop solar PV developers.38?

309. However, in light of Public Interest Organizations’ and Solar Energy Industries’
renewed assertion that the regulatory burden on QFs is substantial,>®! we modify and
clarify our requirements regarding the identification of affiliated small power production
QFs, in order to further ensure that the regulatory burden on small power production
facilities is within reasonable limits. The new Form No. 556, as revised by the final rule,
requires that a facility filing a certification or recertification after the effective date of the
final rule identify, in item 8a of the Form No. 556, any affiliated small power production
QFs that use the same energy resource and are located less than 10 miles from the
electrical generating equipment of the applicant facility, by including in the Form No. 556
each affiliated facility’s: (1) location, including geographic coordinates; (2) root docket
number, if any; (3) maximum net power production capacity; and (4) common owners.
Section 292.207(d) of the Commission’s regulations, which the final rule renumbered to

18 CFR 292.207(f), states that if a QF fails to conform with any material facts or

380 See Order No. 872, 172 FERC § 61,041 at P 560.

381 Public Interest Organizations Request for Rehearing at 127-29; see Solar Energy
Industries Request for Rehearing and/or Clarification at 34.
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representations presented in the certification the QF status of the facility may no longer be
relied upon. 82

310. As aresult, when any of a small power production QF’s affiliated facilities less
than 10 miles away changes any of the items listed above, the final rule would require a
small power production QF to recertify its own Form No. 556 to reflect its affiliated
facility’s updated information. This represents an expansion from the requirement prior to
the final rule that a small power production QF reflect the updated information of its

83 Moreover, in order to

affiliated small power production facilities one mile or less away.
maintain an up-to-date Form No. 556 and recertify with the correct affiliated facility

information, under the final rule a small power production QF would need to monitor
continually all of its affiliated small power production QFs that are less than 10 miles

away for changes. This also is an expansion from the requirement, prior to the final rule,

that a small power production QF monitor its affiliated small power production QFs

382 18 CFR 292.207(d), which the final rule renumbered to 18 CFR 292.207().

383 Jtem 8a of the Form No. 556 effective prior to the final rule required an applicant
to “[1]dentify any facilities with electrical generating equipment located within 1 mile of
the electrical generating equipment of the instant facility . . .” Section 292.207(d) of the
Commission’s regulations, which the final rule renumbered to 18 CFR 292.207(f), states
that if a QF fails to conform with any material facts or representations presented in the
certification the QF status of the facility may no longer be relied upon. While the
requirement, prior to the final rule, that a small power production QF update its Form
No. 556 with the updated information of its affiliated small power production facilities one
mile or less away, is not explicit, we believe that this requirement is the logical result of the
intersection of the above.
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one mile or less away for changes.%

We conclude that it may be overly burdensome that
a small power production QF monitor continually all of its affiliated facilities less than

10 miles away for changes, and that the small power production QF recertify its own
facility whenever an affiliated small power production QF less than 10 miles away
changes.

311. We therefore modify the final rule to state that a small power production QF
evaluating whether it needs to recertify does nof need to recertify due to a change in the
information it has previously reported regarding its affiliated small power production QFs
that are more than one mile but less than 10 miles from its electrical generating
equipment, including adding or removing an affiliated small power production QF more
than one mile but less than 10 miles away, or if an affiliated small power production QF
more than one mile but less than 10 miles away and previously reported in item 8a makes
a modification, unless that change also impacts any other entries on the evaluating small
power production QF’s Form No. 556.

312. We will continue to require that a small power production QF, as it was prior to the
final rule, recertify its Form No. 556 to update item 8a due to a change at any of its

affiliated small power production facilities that use the same energy resource and are

located one mile or less from its electrical generating equipment.®® We will also still

584 See supra note 583.

385 See supra note 583.
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require that a small power production QF recertify due to a change in material fact or
representation to its own facility.

313. At such time as the small power production QF makes a recertification due to a
change in material fact or representation to its own facility or at any of its affiliated small
power production facilities that use the same energy resource and are located one mile or
less from its electrical generating equipment, we will require that the small power
production QF update item 8a for all of its affiliated small power production QFs within
10 miles, including adding or deleting affiliated small power production QFs, and
recording changes to previously listed small power production QFs, so that the
information in its Form No. 556 is complete, accurate, and up-to-date.3%

314. We believe that this modification reduces the burden on small power production
QFs because they will not be required to continually monitor their affiliated small power
production QFs more than one mile but less than 10 miles away for changes, nor will we
require a small power production QF that is evaluating whether it must recertify its facility

to recertify to update item 8a due to a change at its affiliated small power production

facilities more than one mile but less than 10 miles from the evaluating facility’s electrical

386 1 a small power production QF that was certified prior to the effective date of
this final rule is required to recertify due to a material change to its own facility, then at
that time it will be required to identify affiliates less than 10 miles from the applicant
facility.
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generating equipment.®’ However, the affiliated QF of that evaluating small power
production QF will need to recertify if the affiliated QF makes a material change to its
information in its Form No. 556. In providing this modification, we reiterate that the rule
providing for a rebuttable presumption for affiliated small power production QFs located
more than one but less than 10 miles apart is necessary to address allegations of improper
circumvention of the one-mile rule that had been presented to the Commission.>® We
emphasize that identifying affiliated facilities, and updating affiliated facility information,
are necessary for the Commission to assess whether small power production facilities
located more than one but less than 10 miles apart should be considered to be at the same
site. However, we note that for affiliated small powder production QFs more than one
mile but less than 10 miles apart, the presumption is that they are at separate sites.
Therefore, we modify the recertification requirement as to a small power production QF’s
affiliated small power production QFs more than one mile but less than 10 miles away,
because we believe this modification strikes an appropriate balance between the need to
address improper circumvention and the need to avoid unduly burdening small power
production QFs consistent with the presumption that QFs more than one mile but less than

10 miles apart are located at separate sites.

87 We note that we are maintaining the final rule’s alternative option for rooftop
solar PV developers to file their recertification applications. See Order No. 872, 172
FERC 961,041 at P 560.

88 Id. P 495.
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315. We note that, when a small power production QF makes a material change to its
own facility, or when any of its affiliated small power production facilities that use the
same energy resource and are one mile or less from of its electrical generating equipment
makes a material change, it needs to recertify, at which point it would also be required to
update item 8a for all of its affiliated small power production QFs within 10 miles. If any
of the changes made are substantive, including substantive changes at any of its affiliates
less than 10 miles away, the recertification will be subject to protests.’

316. Inresponse to Public Interest Organizations’ concerns that existing facilities will
lose their certification any time they make a change requiring a recertification, we note
that protests may only be made to recertification making substantive changes, and if a
substantive change is made, both the entity filing the QF certification and any protesters
will be allowed to present evidence supporting their respective positions. The
Commission will examine any such evidence presented on a case-by-case basis to
determine whether the facility in question does not actually meet the qualifications for QF
status under PURPA. For a same site determination, the Commission will examine the
relevant factors as discussed above. The Commission will decertify only if, after a review
of the evidence, the Commission determines that the facility in question should be
considered at the same site with affiliated facilities and their combined power production

capacity exceeds 80 MW. The Commission’s decision will be based on the evidence of

whether the entity continues to comply with PURPA.

38 Id. P 550.
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317. Inresponse to Public Interest Organizations’ assertion that several commenters
provided data, maps, and information showing that the application of the new “[10]-mile
rule” to existing projects has potentially widespread implications for states with

t590

significant QF development™® and argument that litigation risk will effectively establish a

10-mile exclusion zone for a developer around each small power production facility,>! w

e
note that the Commission anticipated that most protests filed pursuant to the new 18 CFR
292.207(a) will relate to the new more-than-one-but-less-than-10-miles rebuttable
presumption.>? If two facilities are not owned by the same person(s) or its affiliates, then
the facilities are definitionally not located at the same site.>* Thus, protests cannot assert
that two facilities are at the same site, unless those facilities are affiliates using the same
energy resource (and more than one mile but less than 10 miles apart). Conversely only
entities that have affiliates will be subject to protests regarding the same site
determination. Single, unaffiliated facilities will not be subject to protests on the new

same site determination.>®** Furthermore, facilities with nearby affiliates whose combined

capacity does not exceed 80 MW also will not be decertified because of the new same site

30 Pyblic Interest Organizations Request for Rehearing at 130 (citing Southeast
Public Interest Organizations Comments, Docket No. RM19-15-000, at 29-33 (Dec. 3,
2019); SC Solar Alliance Comments, Docket No. RM19-15-000, at 18 (Dec. 3, 2019);
North Carolina DOJ Comments, Docket No. RM19-15-000, at 8 (Dec. 3, 2019)).

¥11d at 107, 112.
32 Order No. 872, 172 FERC 4 61,041 at P 533 & n.877.
3 1d. P 286 n.797.

594 See id. P 553.
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determination. The only facilities that will have concerns under the new same site
determination are those that are affiliated with other facilities using the same energy
resource, are relatively near each other, have a total combined capacity with such affiliated
facilities exceeding 80 MW, and are considered at the same site by the Commission after a
consideration of the evidence.

318. Therefore, assertions that existing QFs risk decertification almost any time they
recertify and that the new rule decreases marketability or discourages QF development are
overstated. To the extent that the new same site determination decertifies particular QFs,
decreases their marketability, or discourages their development, it only does so because
such entities do not comply with PURPA. To the extent that large facilities disaggregated
in order to qualify as small power production facilities, or strategically built facilities just
over one mile apart, in reliance on the old one-mile rule, we note that rules can and do
change. In fact, Congress specifically directed the Commission to revise its PURPA rules
from time to time.>*> Moreover, we note that the new regulations do not apply to an
existing facility unless and until it makes substantive changes. When the existing QF
makes a substantive change, it is no longer the same facility it was before, and it is only
then that the new regulations should apply. Additionally, we note that the facilities more
than one but less than 10 miles from affiliated facilities continue to enjoy the presumption

that they are at separate sites; only now the presumption is rebuttable.

35 See 16 U.S.C. 824a-3(a).
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319. The Commission provided examples of factors it may consider when determining
whether affiliated facilities using the same resource and more than one mile but less than
10 miles apart should be considered to be at the same site, and stated that it will make a
case-by-case determination on whether such facilities are indeed at the same site.>*® In
response to Solar Energy Industries’ argument that Congress did not give the Commission
authority to undertake a detailed case-specific review, we find that Congress delegated to
the Commission the authority to determine the “same site” and did not limit the way in
which the Commission can do so, nor did Congress specify that the Commission cannot
conduct a case-by-case analysis.>’

320. Regarding Public Interest Organizations and Solar Energy Industries’ arguments
that there is no need for the new protest procedure because any interested person could file
a petition for declaratory order to challenge a certification, we further explain the rationale
for implementing the new protest structure. First, allowing protests will bring the
certification process more in line with other Commission procedures, where protests to
filings do not require a petition for a declaratory order and associated filing fee. Second,
while self-certifications themselves are free, prior to the final rule, the only way to protest
a self-certification was via paying the fee for a declaratory order, which today is $30,060.
Consequently, it was possible for a facility owner to file multiple certifications with minor

changes effectively shutting out a protester who could not afford to repeatedly pay the

5% Order No. 872, 172 FERC 9 61,041 at P 511.

716 U.S.C. 796(17)(A).



Docket Nos. RM19-15-001 and AD16-16-001 - 206 -

declaratory order fee for every QF submission. Allowing protests equalizes the
opportunity for both facility owners and opponents to weigh in on the certification of a
facility as a QF.>*®

321. While petitioners are correct that purchasing electric utilities, competitors, and
local project opponents now may file protests, we believe that a more robust protest
system encourages transparency and allows for better oversight by the Commission, as
well as by states and other stakeholders. To the extent that petitioners imply that such
entities may file frivolous protests for the purposes of delaying or otherwise hindering QF
development or certification, the Commission has limited protests to within 30 days of the
date of the filing of an initial certification or of a recertification making a substantive
change.®® For a facility that meets the standards to qualify as a QF, the only effect is the
potential for an exchange of filings immediately after the certification is filed and some
limited uncertainty while awaiting the Commission’s decision. Additionally, we note that
quite often QF developers file for certification even before construction of the facility has

commenced; in such a case, the potential for some limited uncertainty during the exchange

of filings will have minimal impact. The Commission also has determined that self-

38 The Commission notes that if the Commission issues an order in response to a
self-certification that is protested, or in response to an application for Commission
certification, the order issued by the Commission will continue to be a declaratory order
which determines whether or not a project, as described by the applicant and protester,
meets the technical and ownership standards for QFs, and serves only to establish
eligibility for benefits of PURPA.

% Order No. 872, 172 FERC 4 61,041 at P 554.
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certifications will be effective upon filing and will remain effective after a protest has
been filed, until such time as the Commission issues an order revoking the certification. 5%
322. Inresponse to Public Interest Organizations’ argument that the final rule does the
opposite of exempting QFs from the FPA, PUHCA, and state laws and regulations, the
Commission is not removing or amending the exemptions provided by the regulations
implementing PURPA section 210(e)."!

323. We also disagree with Public Interest Organizations’ arguments that “substantive
change” is vague and does not limit challenges. In the final rule, the Commission
explained that “substantive changes that may be subject to a protest may include, for
example, a change in electrical generating equipment that increases power production
capacity by the greater of 1 MW or 5 percent of the previously certified capacity of the
QF, or a change in ownership in which an owner increases its equity interest by at least
10% from the equity interest previously reported.”®? The Commission provided
examples of what it may consider to be a substantive change because it intends to make a
case-by-case determination. The Commission will be able to reject a protest to a

recertification that the Commission does not believe rises to the level of a substantive

change.

00 Jd. P 527.
01 Jd. P 514.

602 /d. P 550.
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324. Regarding Northwest Coalition’s argument that the APA does not authorize
retroactive rules, we disagree with Northwest Coalition’s premise that the new rebuttable
presumption for affiliated facilities more than one mile but less than 10 miles apart will
have retroactive effect when applied to existing facilities seeking recertification. The new
regulations do not apply to an existing facility unless and until it must recertify because of
changes to the material facts and representations at its facility or that of an aftiliated
facility one mile or less away. When the existing QF makes a change to the material facts
and circumstances of its certification, it very well may no longer be the same facility it
was when originally certified. Due to the change in material facts, the new regulations
should apply. Thus, the rule is prospective, and applied only if and when new facts have
prompted a recertification.®

325. Northwest Coalition argues that the Commission’s past practice in developing new
certification criteria is to apply the new criteria only to new facilities, not existing

facilities seeking recertification. 5%

We disagree. Northwest Coalition relies on
Commission Order No. 671, which implemented section 210(n) following EPAct 2005.
However, Northwest Coalition overlooks that section 210(n) of PURPA required the

Commission to issue a rule revising the criteria for new cogeneration facilities, and

803 Furthermore, no commenter has explained how and why applying the new rules
to new recertifications make them retroactive rules.

%4 Northwest Coalition Request for Rehearing at 55.
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therefore the Commission in Order No. 671 focused on defining what is a new facility.%%

In contrast, here the Commission was not implementing 210(n) and therefore was not
revising the criteria solely for new facilities.

326. For the foregoing reasons, we decline to establish further legacy treatment for
existing facilities, as requested. Existing QFs that seek to recertify due to substantive
changes will be subject to protests. The Commission can determine, on a case-by-case
basis, whether the evidence presented represents a substantive change or whether the
change i1s non-substantive and thus not subject to protests, in which case the Commission
will dismiss any protests submitted. We decline to specify, as Solar Energy Industries
request, that only changes to the maximum net output or the qualifying technology, or in
circumstances that have economic consequences to the utility-purchaser and its ratepayers,
will make an existing QF’s recertification subject to challenge. We likewise disagree with
Solar Energy Industries’ contention that failing to offer grandfathering to existing
facilities is arbitrary, capricious, and inconsistent with Commission precedent. We
continue to believe that conducting a case-by-case analysis is the best way to determine
whether the change that prompted recertification is substantive, will avoid arbitrary
outcomes, and is necessary to comply with the intent of PURPA to provide advantages

only to small power production facilities.

65 16 U.S.C. 824a-3(n).
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E. Corresponding Changes to the FERC Form No. 556

327. In the final rule, the Commission adopted the NOPR proposals regarding changes

to the Form No. 556, with some further clarifications and additions. The Commission

found that the added information collected through these changes was necessary to

implement the changes made to the regulations in the final rule and thus justified the

increase in reporting burden. %%

328. The final rule revised the “Who Must File” section to include a “Recertification”
section which provides the text of revised 18 CFR 292.207(f) (previously 18 CFR 292.207(d)),
which states that a QF must file for recertification whenever the QF “fails to conform with any
material facts or representations presented . . . in its submittals to the Commission.”®®” The
Commission stated that this addition does not alter our recertification requirements, and the
Commission included it on the Form No. 556 simply to make the Form No. 556 clearer in its
application.®®

329. The Commission stated that the total burden estimates in the “Paperwork Reduction
Act Notice” section of Form No. 556 would be updated based on the changes in the final

rule, to provide the following estimates: 1.5 hours for self-certifications of facilities of

1 MW or less; 1.5 hours for self-certifications of a cogeneration facility over 1 MW;

50 hours for applications for Commission certification of a cogeneration facility; 3.5 hours

606 See Order No. 872, 172 FERC 9 61,041 at P 584.
607 18 CFR 292.207(d), which the final rule renumbered to 292.207(f).

698 Order No. 872, 172 FERC 4 61,041 at P 586.
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for self-certifications of small power producers over 1| MW and less than a mile or more
than 10 miles from affiliated small power production QFs that use the same energy
resource; 56 hours for an application for Commission certification of a small power
production facility over | MW and less than a mile or more than 10 miles from affiliated
small power production QFs that use the same energy resource; 9.5 hours for self-
certifications of small power producers over | MW with affiliated small power production
QFs more than one but less than 10 miles that use the same energy resource; 62 hours for
an application for Commission certification of a small power production facility over

1 MW with affiliated small power production QFs more than one but less than 10 miles
that use the same energy resource. "

1. Requests for Rehearing

330. Public Interest Organizations state that the final rule would impose 62 hours of
administrative work on every small power production facility over | MW with affiliated
facilities between one and 10 miles away and the basis for this calculation is not clear.®!"

2. Commission Determination

331. Public Interest Organizations misread the final rule on this point. The final rule
provided a total burden estimate of 9.5 hours for self-certifications of small power

producers over | MW with affiliated small power production QFs more than one but less

69 See Order No. 872, 172 FERC § 61,041 at P 587.

810 pyblic Interest Organizations Request for Rehearing at 117 (citing Order No.
872,172 FERC 4 61,041 at P 587).
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than 10 miles apart that use the same energy resource, but 62 hours for an application for
Commission certification of a small power production facility over 1 MW with affiliated
small power production QFs more than one but less than 10 miles that use the same
energy resource.®!! The estimate is not that every small power production facility over 1
MW with affiliated facilities between one and 10 miles away will have a total burden of
62 hours, but only those who chose to apply for Commission certification (as opposed to
use the self-certification process). For those who self-certify, the burden estimate is 9.5
hours.

332. Inresponse to Public Interest Organizations’ assertion that the basis for the
calculation is not clear, below we explain the calculation. Prior to the final rule, “[t]he
estimated burden for completing the Form No. 556, including gathering and reporting
information, [was] as follows: 1.5 hours for self-certification of a small power production
facility . . . 50 hours for an application for Commission certification of a small power
production facility . . . .”%!> The Information Collection Section of the final rule showed
changes due to the final rule and estimated an additional 8 hours for the category “self-

certifications” and 12 hours for the category “applications for Commission certification”

811 See Order No. 872, 172 FERC 4 61,041 at P 587. The majority of QFs choose
the less burdensome option to self-certify pursuant to 18 CFR 292.207(a), by filing a Form
No. 556. An application for Commission certification pursuant to 18 CFR 292.207(b) also
requires filing the Form No. 556, but applicants for Commission certification typically
additionally prepare a written petition arguing why the Commission should grant QF
status.

812 Commission Information Collection Activities (FERC-556); Comment Request,
Extension, Docket No. IC19-16-000, at 5 (issued May 15, 2019).
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of small power production facilities greater than 1 MW that are more than one but less
than 10 miles from affiliated small power production QFs. Therefore, the total burden
estimate as provided in the final rule is as follows: 1.5 hours plus 8 hours for a total of 9.5
hours for self-certifications and 50 hours plus 12 hours for a total of 62 hours for
applications for Commission certification.

333. In light of the modification to the final rule described in section III.D, we further
modify the “Recertification” section in page one of the instructions of the Form No. 556,
which was added by the final rule. The “Recertification” section currently reads “A QF
must file a recertification whenever the qualifying facility ‘fails to conform with any
material facts or representations presented . . . in its submittals to the Commission.’

18. C.F.R. § 292.207(f).” To this, we will add “Among other possible changes in material
facts that would necessitate recertification, a small power production QF is required to
recertify to update item 8a due to a change at an affiliated facility(ies) one mile or less
from its electrical generating equipment. A small power production QF is not required to
recertify due to a change at an affiliated facility(ies) listed in item 8a that is more than one
mile but less than 10 miles away from its electrical generating equipment, unless that
change also impacts any other entries on the Form 556.”

F. PURPA Section 210(m) Rebuttable Presumption of Nondiscriminatory
Access to Markets

334. In the final rule, the Commission acknowledged that, when Order Nos. 688 and 688-

A were issued, the Commission decided that small QFs may not have nondiscriminatory
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access to markets.®’® In Order Nos. 688 and 688-A, based on factors present at that time,
the Commission decided to draw the line for small entities at 20 MW.%* However, as
stated in the final rule, energy markets have matured and market participants have gained a
better understanding of the mechanics of such markets.®!> In the final rule, the
Commission stated that, since Order Nos. 688 and 688-A, the Commission recognized
multiple examples of small power production facilities under 20 MW participating in
RTO/ISO energy markets.®’® The Commission stated that it had found that the electric
utilities in those proceedings rebutted the presumption of no market access and therefore
terminated the mandatory purchase obligation. %!

335. The Commission adopted the proposal to revise 18 CFR 292.309(d) to update the
net power production capacity level at which the presumption of nondiscriminatory access
to a market attaches for small power production facilities, but not for cogeneration
facilities. After reviewing commenters’ concerns, the Commission updated the rebuttable

presumption from 20 MW to 5 MW, rather than from 20 MW to 1 MW as originally

813 Order No. 688, 117 FERC 9 61,078 at P 72; Order No. 688-A, 119 FERC
9 61,305 at PP 94-96; N. States Power Co., 151 FERC q 61,110, at PP 31-36 (2015);
PPL Elec. Utilities Corp., 145 FERC 4 61,053, at PP 21-24 (2013).

814 Order No. 688, 117 FERC 9 61,078 at PP 74, 76; Order No. 688-A, 119 FERC
61,305 at P 103.

615 Order No. 872, 172 FERC 9 61,041 at P 629.
616 Id. P 624.

817 1d. (citing Fitchburg Gas and Elec. Light Co., 146 FERC 4 61,186, at P 33
(2014); City of Burlington, Vt., 145 FERC 4 61,121, at P 33 (2013)).
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proposed in the NOPR. The Commission explained that small power production facilities
with a net power production capacity at or below 5 MW will be presumed nof to have
nondiscriminatory access to markets and, conversely, small power production facilities
with a net power production capacity over 5 MW will be presumed to have
nondiscriminatory access to markets.

336. The Commission disagreed with commenters who argued that a lack of record
evidence existed to support the proposed reduction below 20 MW. The Commission
explained that, in Order Nos. 688 and 688-A, the Commission had determined that small
QFs may not have nondiscriminatory access to wholesale markets and, therefore, it was
reasonable to establish a presumption for small QFs. The Commission explained that, at
that time, the Commission had found that it was “reasonable and administratively
workable” to define “small” for purposes of this regulation to be QFs below 20 MW %18
The Commission noted that a number of commenters, including state entities which are
charged with applying PURPA in their jurisdictions, supported revising the definition of
small QFs eligible for the presumption in reducing the 20 MW threshold.

337. The Commission again acknowledged that there is no unique number to draw a line

for determining what is a small entity.%"® The Commission explained that, in establishing

818 14, PP 626-29 (citing Order No. 688, 117 FERC 4 61,078 at PP 74-78
(establishing rebuttable presumption); Order No. 688-A, 119 FERC § 61,305 at P 95
(“There is no perfect bright line that can be drawn and we have reasonably exercised our
discretion in adopting a 20 MW or below demarcation for purposes of determining which
QFs are unlikely to have nondiscriminatory access to markets.”)).

19 Order No. 872, 172 FERC 9 61,041 at P 627 (citing Order No. 688-A, 119
FERC 4 61,305 at P 97 (“Although there is no unique and distinct megawatt size that
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the 20 MW presumption as the line between large and small QFs for purposes of section
210(m), the Commission had looked at other non-QF rulemaking orders in which it had
considered what constituted a small entity and those orders showed 20 MW was a
reasonable number at which to draw the line.®?® The Commission explained that it had
since determined, based on changed circumstances since the issuance of Order Nos. 688
and 688-A, that entities with capacity lower than 20 MW have nondiscriminatory access
to the markets and, therefore, a capacity level of 20 MW may no longer be a reasonable
place to establish the presumption on what constitutes a smaller entity under our
regulations.

338. The Commission explained that it was updating the rebuttable presumption based
on industry changes since Order No. 688. The Commission stated that it was reasonable
to update the rebuttable presumption as the markets defined in PURPA section
210(m)(1)(A), (B), and (C) evolve because the statute itself does not establish a
presumption and the statue requires the Commission to update the rules from time to time
to ensure it complies with PURPA.

339. The Commission explained that, over the last 15 years, the RTO/ISO markets have

matured and market participants have gained a better understanding of the mechanics of

uniquely determines if a generator is small, in other contexts the Commission has used
20 MW, based on similar considerations to those presented here, to determine the
applicability of its rules and policies.”)).

620 4. PP 628-29 (citing Order No. 688, 117 FERC 4 61,078 at P 76; Order No. 688-A,
119 FERC 9 61,305 at PP 96-97).
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such markets. As a result, the Commission found that it is reasonable to presume that
access to the RTO/ISO markets has improved and that it is appropriate to update the
presumption for smaller production facilities. The Commission further explained that, as
in Order No. 688, it looked to indicia in other orders to determine where the presumption
should be set.®*!

340. The Commission found that market rules are inclusive of power producers below
20 MW participating in markets. The Commission explained that, for example, since the
issuance of Order No. 688, the Commission has required public utilities to increase the
availability of a Fast-Track interconnection process for projects up to 5 MW 622

341. The Commission found that, while the existence of Fast-Track interconnection
processes does not on its own demonstrate nondiscriminatory access for resources under
20 MW, it does indicate that entities smaller than 20 MW have access to the market. The
Commission found that presuming that QFs above 5 MW have such access is therefore a
reasonable approach to identifying a capacity level at which to update the rebuttable
presumption of nondiscriminatory market access.®*

342. The Commission explained that, since the issuance of Order No. 688 the

Commission has required each RTO/ISO to update its tariff to include a participation

21 1d. P 629.

822 1d. P 630 (citing Small Generator Interconnection Agreements and Procedures,
Order No. 792, 78 FR 73240 (Dec. 5, 2013), 145 FERC 61,159, at P 103 (2013),
clarifying, Order No. 792-A, 146 FERC 9 61,214 (2014)).

623 Id. P 631.
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model for electric storage resources that established a minimum size requirement for
participation in the RTO/ISO markets that does not exceed 100 kW.®** The Commission
explained that these proposals require RTO/ISOs to revise their tariffs to provide easier
access for smaller resources. The Commission determined that requiring markets to
accommodate storage resources as low as 100 kW also supports this finding that resources
smaller than 20 MW have nondiscriminatory access to those RTO/ISO markets. The
Commission stated that it believed that these developments support updating the 20 MW
presumption to a lower number.

343. The Commission found that, when these changes are viewed together, their
cumulative effect demonstrates that it is reasonable for the Commission to maintain a
small entity presumption but update its determination of what is a small entity under this
presumption under the PURPA Regulations. The Commission found that the prospect of
increased participation of distributed energy resources in energy markets further supports
the proposition that wholesale markets are accommodating resources with smaller

capacities. 5%

624 14 P 632 (citing Elec. Storage Participation in Mkts. Operated by Reg’l
Transmission Orgs. and Indep. Sys. Operators, 83 FR 9580 (Mar. 6, 2018), Order
No. 841, 162 FERC 4 61,127, at P 265 (2018)).

825 14 P 633 (citing Elec. Participation in Mkts Operated by Reg’l Transmission
Orgs and Indep. Sys. Operators, 157 FERC 61,121, at P 129 (2016) (footnote omitted)
(“The costs of distributed energy resources have decreased significantly, which when
paired with alternative revenue streams and innovative financing solutions, is increasing
these resources’ potential to compete in and deliver value to the organized wholesale
electric markets.”)).
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344. The Commission recognized that certain of these precedents would support
reducing the presumption below 5 MW and perhaps even lower than 1 MW. The
Commission explained that it carefully considered the comments detailing the problems
that QFs have had in participating in RTO/ISO markets, problems that necessarily are
more acute for smaller QFs at or near the 1 MW threshold proposed in the NOPR.%¢ The
Commission therefore determined that 5 MW is a more reasonable threshold of non-
discriminatory access to RTO/ISO markets.

345. The Commission therefore found it reasonable to update the presumption under
these regulations as to what constitutes a small entity that is presumed to have non-
discriminatory access to RTO/ISO markets and markets of comparable competitive quality
below 20 MW, and that 5 MW represents a reasonable new threshold that accounts for the
change of circumstances indicating that 20 MW no longer is appropriate but also
accommodates commenters’ concerns that a 1 MW threshold would be too low. The
Commission acknowledged that “there is no unique and distinct megawatt size that
uniquely determines if a generator is small.”®*’ The Commission found that a 5 MW

threshold accords with PURPA’s mandate to encourage small power production facilities,

626 1d. P 634 (referencing Allco Comments, Docket No. RM19-15-000, at 17-19
(Dec. 3, 2019); Advanced Energy Economy Comments, Docket No. RM19-15-000, at 10-
11 (Dec. 3, 2019); DC Commission Comments, Docket No. RM19-15-000, at 5 (Dec. 3,
2019); Public Interest Organizations Comments, Docket No. RM19-15-000, at 89-90
(Dec. 3, 2019); Solar Energy Industries Comments, Docket No. RM19-15-000, at 45-49
(Dec. 3, 2019)).

627 Order No. 688-A, 119 FERC Y 61,305 at P 97.
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recognizes the progress made in wholesale markets as discussed above, and balances the
competing claims of those seeking a lower threshold and those seeking a higher

threshold. %8

346. The Commission explained that individual small power production QFs that are
over 5 MW and less than 20 MW can seek to make the case; however, they do not truly
have nondiscriminatory access to a market and should still be entitled to a mandatory
purchase obligation. %?°

347. The Commission disagreed with Advanced Energy Economy’s argument that the
Commission failed to sufficiently justify its change in policy.*® The Commission noted
that, in FCC v. Fox Television, the court stated that, when an agency makes a change in
policy, the agency must show that there are good reasons for the change, “[b]ut it need not
demonstrate to a court’s satisfaction that the reasons for the new policy are better than the
reasons for the old one; it suffices that the new policy is permissible under the statute, that
there are good reasons for it, and that the agency believes it to be better, which the
conscious change of course adequately indicates.”®!

348. The Commission clarified that it was maintaining its determination from Order

No. 688 that small entities potentially may not have non-discriminatory access for

628 Order No. 872, 172 FERC 61,041 at P 635.
629 Id. P 636.

630 1d. P 639 (referencing Advanced Energy Economy Comments, Docket
No. RM19-15-000, at 6 (Dec. 3, 2019) (citing FCC v. Fox Television, 556 U.S. at 515)).

81 FCC v. Fox Television, 556 U.S. at 515.
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purposes of PURPA section 210(m). The Commission explained that it had determined
that using 20 MW as an indicator of what constitutes a small entity is no longer valid. The
Commission found that entities below 20 MW increasingly have access to the markets and
become familiar with practices and procedures and that markets have since implemented
changes to provide easier access to smaller facilities, including small power production
QFs, storage facilities, and distributed energy resources. The Commission found that
these changes demonstrate a change in facts since the time it issued Order No. 688, which
supports updating what constitutes a small entity for purposes of PURPA section
210(m).%3*

349. The Commission explained that, while it found that it is reasonable to update the
rebuttable presumption from 20 MW to 5 MW, it recognized commenters’ concerns
regarding specific barriers to participation in RTO markets that may affect the
nondiscriminatory access to those markets of some individual small power production
facilities between 5 MW and 20 MW. The Commission explained that, to address these
concerns, it was revising 18 CFR 292.309(c)(2)(1)-(v1) to include factors that small power
production facilities between 5 MW and 20 MW can point to in seeking to rebut the
presumption that they have nondiscriminatory access. The Commission clarified that

these factors are in addition to the existing ability, pursuant to 18 CFR 292.309(c), to rebut

632 Order No. 872, 172 FERC 4 61,041 at P 638.
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the presumption of access to the market by demonstrating, inter alia, operational
characteristics or transmission constraints. %

350. The Commission added to 18 CFR 292.309(c) the following factors: (1) specific
barriers to connecting to the interstate transmission grid, such as excessively high costs
and pancaked delivery rates; (2) the unique circumstances impacting the time/length of
interconnection studies/queue to process small power QF interconnection requests; (3) a
lack of affiliation with entities that participate in RTO/ISO markets; (4) a predominant
purpose other than selling electricity which would warrant the small power QF being
treated similarly to cogenerators (e.g., municipal solid waste facilities, biogas facilities,
run-of-river hydro facilities, and non-powered dams); (5) the QF has certain operational
characteristics that effectively prevent the QF’s participation in a market; and (6) the QF
lacks access to markets due to transmission constraints, including that it is located in an
area where persistent transmission constraints in effect cause the QF not to have access to
markets outside a persistently congested area to sell the QF output or capacity. The
Commission explained that this list was not intended to be an exhaustive list of the factors
that a QF could rely upon in seeking to rebut the presumption. The Commission further

explained that these factors, among other indicia of lack of nondiscriminatory access,

would be assessed by the Commission on a case-by-case basis when considering a claim

633 1d. P 640.
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that the presumption of nondiscriminatory access to the defined markets should be
considered rebutted for a specific QF .9

351. The Commission found that the addition of these factors addressed commenters’
concern that not all small power production facilities between 5 and 20 MW may have
nondiscriminatory access to competitive markets and facilitates the ability of small power
production facilities facing barriers to participation in RTO markets to demonstrate their
lack of access.®*® The Commission explained, for example, that, while a small power
production facility between 5 MW and 20 MW does not need to be physically
interconnected to transmission facilities to be considered as having access to the
statutorily-defined wholesale electricity markets, there are some small power production
facilities between 5 MW and 20 MW that may face additional barriers, such as
excessively high costs and pancaked delivery rates, to access wholesale markets. %3

352. The Commission further explained that, for example, several commenters
expressed concern over the resources or administrative burden for some small power QFs
that lack the necessary experience or expertise to participate in energy markets.
Recognizing these concerns, the Commission added consideration of both the fact that

some small power production facilities will face additional difficulties due to costs,

administrative burdens, length of the interconnection study process and the size of the

634 Id. P 641.
635 Id. P 642.

% Jd,
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queues and the fact that some small power production QFs do not have access to the
expertise of affiliated entities.*’

353. The Commission agreed with commenters that some small power production
facilities are similar to cogeneration facilities because their predominant purpose is not
power production. The Commission found that, like cogeneration facilities, the sale of
electricity from these small power production facilities is a byproduct of another purpose
and these facilities might not be as familiar with energy markets and the technical
requirements for such sales. The Commission therefore allowed the small subset of small
power production facilities that are between 20 MW and 5 MW to rebut the presumption
of access to markets when the predominant purpose of the facility is other than selling
electricity, and the sale of electricity is simply a byproduct of that purpose. The
Commission recognized that, like all QFs over 20 MW, there may be particular small
power production facilities with certain operational characteristics or that are located in an
area where persistent transmission constraints in effect cause the QF not to have access to
638

markets outside a persistently congested area to sell the QF output or capacity.

1. Requests for Rehearing and Clarification

354. Northwest Coalition, Public Interest Organizations, and Solar Energy Industries
contend that the Commission erred in revising the rebuttable presumption for QFs

between 5 MW and 20 MW, arguing that the Commission failed to demonstrate that QFs

837 Id. P 643.

638 14 P 644.
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between 5 MW and 20 MW have nondiscriminatory access to markets prior to shifting the
burden from requiring utilities to demonstrate QFs 20 MW and under have non-
discriminatory access to markets to requiring QFs between 5 MW and 20 MW to prove
that they do not have access.®* Public Interest Organizations, Northwest Coalition and
Solar Energy Industries argue that, under the terms of section 210(m), a utility must “set
forth the factual basis” showing that QFs have non-discriminatory access to the market,
and the Commission is statutorily required to determine if the record sufficiently
demonstrates that QFs have non-discriminatory access to the market before terminating
the mandatory purchase obligation.®*® Public Interest Organizations argue that general
presumptions that conditions are improving for small QFs to access competitive markets is
insufficient justification.%4!

355. Northwest Coalition and Public Interest Organizations assert that there is no
evidence that circumstances have changed since Order No. 688, arguing that most QFs 20
MW and under (1) are still connected to lower-voltage distribution facilities that are

subject to state regulations instead of Commission-regulated interconnection procedures;

639 Public Interest Organizations Request for Rehearing and Clarification at 136-37
(citing 5 U.S.C. 556(d); Nat’l Min. Ass'n v. Babbitt, 172 F.3d 906, 910 (D.C. Cir. 1999);
United Scenic Artists v. NLRB, 762 F.2d 1027, 1034 (D.C. Cir. 1985)); Northwest
Coalition Request for Rehearing at 47-48; Solar Energy Industries Request for Rehearing
and/or Clarification at 38-41.

840 Pyblic Interest Organizations Request for Rehearing at 136 (citing 16 U.S.C.
824a-3(m)(3)).

841 Solar Energy Industries Request for Rehearing and/or Clarification at 38-39;
Public Interest Organizations Request for Rehearing and Clarification at 40.
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and (2) require technical enhancements, face pancaked rates, and additional administrative
burdens.®? Public Interest Organizations contend that the Commission has repeatedly
concluded that QFs below 20 MW face obstacles to transmission access in RTO/ISO
regions that prevent them from participating in competitive markets.®> Northwest
Coalition and Public Interest Organizations claim that the only two examples of small QFs
selling into wholesale markets that the Commission included in the final rule did so with a
larger, more experienced company acting on their behalf.*** Public Interest Organizations
and Northwest Coalition contend that there is no evidence that small QFs are actually
participating in regional markets, therefore, it is impossible to conclude that small QFs do
so regularly.®

356. Northwestern Coalition and Public Interest Organizations dispute the
Commission’s claims that (1) small QFs have gained a better understanding of the
markets; (2) changes to interconnection rules indirectly support small QFs’ access to
markets; and (3) changes in RTO/ISO market rules to accommodate energy storage

resources support the Commission’s finding that QFs between 5 and 20 MW have non-

discriminatory access to markets.%® Northwestern Coalition and Public Interest

642 pyblic Interest Organizations Request for Rehearing at 138-140.
843 1d. at 138-39.

644 1d. at 140.

845 1d. at 139; Northwest Coalition Request for Rehearing at 49-50.

646 Northwest Coalition Request for Rehearing at 50; Public Interest Organizations
Request for Rehearing at 137-140.
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Organizations argue that the Commission provided no evidence that small QFs have
gained a better understanding or how that understanding helped them overcome the
obstacles small QFs face in accessing markets.®’ Northwestern Coalition and Public
Interest Organizations assert that the adoption of fast-track procedures for facilities under
5 MW or accommodations for energy storage resources do nothing to support access by
QFs between 5 and 20 MW to markets.®*® Northwest Coalition contends that the
Commission also ignored evidence that smaller resources face unique barriers to accessing
competitive markets, such as that the standard trading block in wholesale markets is 25
MW, or that requiring transmission be scheduled in 1 MW blocks place a disproportionate
burden on small generators.

357. One Energy claims that behind-the-meter distributed energy resources (DERs) are
more like cogeneration than small power production because their primary purpose is to
directly power homes and business and not to sell energy at wholesale.%*® Therefore, One
Energy argues that the final rule was “unduly discriminatory” in finding that behind-the-
meter DERs between 5 and 20 MW have non-discriminatory access to markets. One

Energy asserts that behind-the-meter resources should be exempted from the reduction

847 Northwest Coalition Request for Rehearing at 49; Public Interest Organizations
Request for Rehearing at 139.

848 Northwest Coalition Request for Rehearing at 51-52; Public Interest
Organizations Request for Rehearing at 140.

649 Northwest Coalition Request for Rehearing at 52-53.

650 One Energy Request for Rehearing and Clarification at 5-7.
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like cogeneration facilities. Further, One Energy contends that the Commission cited QFs
that are similar to cogeneration facilities, such as solid waste facilities and biogas
facilities, but did not specifically include behind-the-meter DERs. One Energy argues that
at a minimum the Commission should list behind-the-meter DERs like other categories of
small power production facilities that are entitled to rebut the presumption of
nondiscriminatory market access.®!

358. One Energy also seeks clarification as to how the new same site determination rules
will affect the PURPA section 210(m) presumption that small power production facilities
with a net power production capacity at or below 5 MW do not have nondiscriminatory
access to markets. One Energy states that it has three behind-the-meter wind projects with
three separate off-takers, within one mile of each other. One Energy is concerned that, if
one of the off-takers no longer takes service, the Commission would aggregate the
formerly behind-the-meter facility with the other facilities within one mile, find that the
three together are 15 MW and consequently find that the formerly behind-the-meter
facility is not eligible for the below 5 MW presumption. %5

359. Public Interest Organizations assert that the rebuttable list of factors is only
included in 18 CFR 292.309(c) and was not added to 18 CFR 292.309(e) that applies to

QFs in ISO-NE, MISO, NYISO and PJM nor in 18 CFR 292.309(f) that applies to QFs in

851 74 at 7.

652 Id. at 8-9.
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ERCOT. Public Interest Organizations request that, to prevent unnecessary confusion, the
Commission incorporate the factors listed in 18 CFR 292.309(c) into both (e) and (f).5%

2. Commission Determination

360. We disagree with parties’ arguments and reaffirm the finding that market
conditions have changed since the issuance of Order No. 688. In establishing the original
rebuttable presumption of 20 MW in Order No. 688, the Commission relied on the market
conditions at that time. As the Commission stated, markets have matured and the markets
have provided, and continue to provide, increased access to smaller resources
demonstrating the need for the Commission to reconsider its definition of small power
production QFs. In the final rule, the Commission updated the relevant definition of a
small power production facility for purposes of 292.309 to be 5 MW and, despite the
arguments on rehearing, we affirm that finding here.%*

361. We disagree with arguments that the Commission did not provide sufficient
support for its finding that QFs between 5 and 20 MW can be presumed to have non-
discriminatory access competitive markets. Specifically, the Commission explained that,
since the issuance of Order No. 688, the Commission has required each RTO/ISO to
update its tariff to include a participation model for electric storage resources that

established a minimum size requirement for participation in the RTO/ISO markets that

653 Public Interest Organizations Request for Rehearing at 143-44.

654 Order No. 872, 172 FERC 9 61,041 at PP 629-633.
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does not exceed 100 kW.%5 The Commission explained that these proposals require
RTO/ISOs to revise their tariffs to provide easier access for smaller resources. The
Commission determined that requiring markets to accommodate storage resources as low
as 100 kW also supports this finding that resources smaller than 20 MW have
nondiscriminatory access to those RTO/ISO markets. Further, that the Commission chose
a 5 MW cut-off for eligibility for the fast-track procedures represents an implicit judgment
by the Commission that facilities larger than 5 MW do not need such procedures to be
able to interconnect to the grid.®*® The Commission stated that it believed that these
developments support updating the 20 MW presumption to a lower number. %’

362. While these factors were a sufficient basis to support the Commission’s action, they
were by no means an exhaustive recitation of relevant developments in competitive
markets since Order Nos. 688. For example, as the Commission noted in another recent
rulemaking, all of the RTOs/ISOs have at least one participation model that allows
resources as small as 100 kW to participate in their markets.®® Indeed, even since the
final rule, the Commission has continued to provide greater opportunities for small power

production facilities to participate in wholesale organized markets.®>

855 Jd. P 632 (citing Order No. 841, 162 FERC 4 61,127 at P 265).
656 Jd. PP 630-31.

857 1d. P 632.

658 Order No. 841, 162 FERC 9 61,127 at P 272.

639 See Participation of Distributed Energy Resource Aggregations in Markets
Operated by Regional Transmission Organizations and Independent System Operators,
Order No. 2222, 172 FERC 9 61,247 (2020). While Order No. 2222 will not become
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363. Regarding arguments from Public Interest Organizations and Northwest Coalition
that the final rule failed to consider that smaller resources face unique barriers to accessing
competitive markets, we disagree. In the final rule, the Commission carefully considered
such concerns and amended 18 CFR 292.309(c) to include factors that small power
production QFs between 5 and 20 MW can use to rebut the presumption of non-
discriminatory access to markets.% These factors include (1) specific barriers to
connecting to the interstate transmission grid, such as excessively high costs and pancaked
delivery rates; (2) unique circumstances impacting the time/length of interconnection
studies/queue to process small power QF interconnection requests; (3) lack of affiliation
with entities that participate in RTO/ISO markets; (4) predominant purpose other than
selling electricity which would warrant the small power QF being treated similarly to
cogenerators (e.g., municipal solid waste facilities, biogas facilities, run-of-river hydro
facilities, and non-powered dams); (5) having certain operational characteristics that
effectively prevent the qualifying facility's participation in a market; and (6) lack of access
to markets due to transmission constraints, including that it is located in an area where

persistent transmission constraints in effect cause the QF not to have access to markets

effective until after the effective date of the rulemaking in the instant proceeding and
applies only to Commission-jurisdictional RTOs/ISOs, we find it appropriate to mention it
here to provide another example of the greater opportunities for small power producer
participation in organized electric markets.

660 Order No. 872, 172 FERC 9 61,041 at P 640.
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outside a persistently congested area to sell the QF output or capacity.®®! The
Commission adopted the first four of these factors recognizing that some small power
production facilities between 5 and 20 MW may lack nondiscriminatory access to
markets.%? The first four factors address concerns that a small power production QF may
lack expertise, either directly or within its corporate family, to access markets defined in
PURPA section 210(m)(1) or has operational characteristics or is remotely located such
that it faces additional transmission obstacles to reach such markets. Additionally, the
Commission applied the last two factors on the list, i.e. “operational characteristics” and
“transmission constraints,” which were originally adopted in Order No. 688 for QFs
between 20 and 80 MW, to permit QFs between 5 and 20 MW to rebut the presumption
that they have non-discriminatory access to markets. This list of factors, we stress, is not
exclusive but was adopted in the final rule to address the specific concerns commenters
raised in responding to the NOPR.

364. Like the initial regulations implementing PURPA section 210(m), the final rule’s
revision to the rebuttable presumption merely provides a framework for evaluating
whether individual small power production facilities have nondiscriminatory access to the
markets defined in PURPA section 210(m); it does not decide that every small power
producer QF between 5 MW and 20 MW in fact has nondiscriminatory access. The D.C.

Circuit has held that “[t]he fact that FERC chose to adopt certain rebuttable presumptions

61 1d. P 641.

%62 14 PP 640, 642
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via rulemaking, rather than by case-by-case adjudication, does not violate any of the
statute’s requirements.”%? Contrary to Public Interest Organizations’ argument, % the
rebuttable presumption, if applicable, provides the requisite “factual basis” for a utility to
invoke. Conversely, the corresponding factors for rebutting this presumption, if
applicable, provide a “factual basis” that a QF may invoke to rebut that presumption.

365. In undertaking this rulemaking, the Commission stated its intent to modify PURPA
in light of changed circumstances since it first implemented PURPA section 210(m).%¢5
During the rulemaking process, the Commission appropriately reviewed the MW level at
which to set a presumption of nondiscriminatory market access for small power
production qualifying facilities. As discussed above, a variety of factors have led to the
increased ability to access wholesale markets by small power production qualifying
facilities, and in supporting this trend of an increased ability to access the energy market,
the Commission has established policies and procedures such as the fast-track
interconnection process, among others, to accommodate and encourage smaller energy

resources’ participation in organized electricity markets.%® Thus, as the Commission

stated in the final rule, 20 MW is no longer the appropriate threshold to presume

63 AFPA v. FERC, 550 F.3d at 1183.

864 Public Interest Organizations Request for Rehearing at 136 (citing 16 U.S.C.
824a-3(m)(3)).

665 See NOPR, 168 FERC 9 61,184 at P 127.

666 See Order No. 872, 172 FERC 9§ 61,041 at PP 628-33.
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nondiscriminatory access to markets for small power production QFs under PURPA
section 210(m). %%’

366. In the final rule, as noted above, the Commission addressed commenters’ concerns
by establishing a list of established specific factors that QFs between 5 and 20 MW can
utilize, among others, to rebut nondiscriminatory access.®® Commenters stated that small
power production QFs 20 MW and less are often located on local distribution systems and
have additional hurdles to gain transmission access to energy markets. To address this
concern, the Commission established the first factor: specific barriers to connecting to the
interstate transmission grid, such as excessively high costs and pancaked delivery rates. %’
367. Inresponse to commenters’ concerns over the potential disproportionate high costs
and delays a small power production QF between 5 and 20 MW could face, the
Commission added the second factor: the unique circumstances impacting the time or
length of interconnection studies or queue to process small power producer QF
interconnection requests.®’°

368. Commenters asserted that those QFs between 5 and 20 MW that have larger energy

affiliates could access the knowledge and expertise needed to participate in such markets,

667 See id. P 627.
668 14 PP 641-42.
669 77

70 Id. PP 641, 643.
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whereas other QFs could not, which led the Commission to adopt the third factor: a lack
of affiliation with entities that participate in RTO/ISO markets.%”!

369. Commenters representing solid waste, biogas, and hydro facilities claimed that
some small power production QFs between 5 and 20 MW were more similar to
cogeneration QFs than small power production QFs in that their primary purpose was not
the sale of electricity. In response, the Commission included the fourth factor: a
predominant purpose other than selling electricity, which would warrant the small power
QF being treated similarly to cogenerators (e.g., municipal solid waste facilities, biogas
facilities, run-of-river hydro facilities, and non-powered dams).%">

370. As the Commission explained in the final rule (and reiterated above), this is not
intended to be an exhaustive list but is intended to provide a framework for the
Commission to evaluate small power producer QFs between 5 and 20 MW who wish to
rebut the presumption of nondiscriminatory access.®”> Any small power producer QF may
use these factors (or other evidence) to rebut the presumption that a specific QF between
5 MW and 20 MW has non-discriminatory access to markets, and the Commission will
review each request on a case-by-case basis.

371. One Energy argues that a behind-the-meter DER’s primary purpose is to generate

electricity for its host and any potential sale is secondary like cogeneration facilities.

671 Id.
62 14 PP 641, 644,

673 1d P 641.
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While not ruling on the validity of this argument with respect to any behind-the-meter
DER, we clarify that small power production QFs that are behind-the-meter DERs are
permitted to argue that the fourth factor which states “a predominant purpose other than
selling electricity which would warrant the small power QF being treated similarly to
cogenerators (e.g., municipal solid waste facilities, biogas facilities, run-of-river hydro
facilities, and non-power dams)” supports their argument that they lack nondiscriminatory

access to markets. %74

We will rule on any such arguments on a case-by-case basis taking
into account the specific facts of the DER making the argument.

372. We grant Public Interest Organizations request for clarification that the list of
factors in section 18 CFR 292.309(c) that small power production facilities between 5 MW
and 20 MW can point to in seeking to rebut the presumption that they have
nondiscriminatory access was not — but should be — added to 18 CFR 292.309(e) that
applies to QFs in ISO-NE, MISO, NYISO, and PJM, and also to 18 CFR 292.309(f) that
applies to QFs in ERCOT. In order to avoid confusion, we hereby incorporate the factors
listed in 18 CFR 292.309(c) into both (e) and ().

373. Inresponse to One Energy’s request for clarification as to how the new same site
determination rules will affect the PURPA section 210(m) presumption, in determining
whether a QF is eligible for the rebuttable presumption that a qualifying small power

production facility with a capacity at or below 5 MW does not have nondiscriminatory

access to the market, the Commission will look primarily at the net certified capacity of

674 Id.
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each QF. We note that the regulations state that, for the purposes of implementing the
rebuttable presumption of nondiscriminatory access, the Commission will not be bound by
the standards (i.e., the new ten-mile rule) of section 292.204(a)(2). The Commission will
review, on a case-by-case basis, any question that involves applying both 18 CFR 292.309
and 292.204 to the same entity. We further note that, while we will look primarily at the
net certified capacity of each QF, we may consider, inter alia, the new “ten-mile rule.”

G. Legally Enforceable Obligation

374. In the final rule, the Commission adopted the NOPR proposal to require QFs to
demonstrate that a proposed project is commercially viable and that the QF has a financial
commitment to construct the proposed project, pursuant to objective, reasonable, state-
determined criteria in order to be eligible for a LEO.®’> The Commission affirmed that the
states have flexibility in determining what constitutes an acceptable showing of
commercial viability and financial commitment, albeit subject to the criteria being
objective and reasonable. The Commission found that requiring a showing of commercial
viability and financial commitment, based on objective and reasonable criteria, would
ensure that no electric utility obligation is triggered for those QF projects that are not
sufficiently advanced in their development and, therefore, for which it would be
unreasonable for a utility to include in its resource planning. At the same time, the
Commission found, the criteria also ensure that the purchasing utility does not unilaterally

and unreasonably decide when its obligation arises. The Commission believed that this

675 Id. P 684.
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struck the right balance for QF developers and purchasing utilities and should encourage
development of QFs. %76

375. The Commission explained that examples of factors a state could reasonably
require are that a QF demonstrate that it is in the process of at least some of the following
prerequisites: (1) taking meaningful steps to obtain site control adequate to commence
construction of the project at the proposed location and (2) filing an interconnection
application with the appropriate entity. The Commission found that the state could also
require that the QF show that it has submitted all applications, including filing fees, to
obtain all necessary local permitting and zoning approvals. The Commission also
clarified that it is appropriate for states to require a QF to demonstrate that it is in the
process of obtaining site control or has applied for all local permitting and zoning
approvals, rather than requiring a QF to show that it has obtained site control or secured
local permitting and zoning. Moreover, the Commission noted that the factors that the
state requires must be factors that are within the control of the QF.%"

376. The Commission clarified that demonstrating the required financial commitment
does not require a demonstration of having obtained financing. The Commission
explained that requiring QFs to, for example, apply for all relevant permits, take

meaningful steps to seek site control, or meet other objective and reasonable milestones in

the QF’s development can sufficiently demonstrate QF developers’ financial commitment

676 Id

77 Id. P 685.
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to the QFs’ development and allows utilities to reasonably rely on the LEO in planning for
system resource adequacy.%’

377. The Commission explained that the intent of these factors is to provide a reasonable
balance between providing QFs with objective and transparent milestones up front that are
needed to obtain a LEO, allowing states the flexibility to establish factors that address the
individual circumstances of each state, and increasing utilities’ ability to accurately plan
their systems.®” The Commission further explained that establishing objective and
reasonable factors is intended to limit the number of unviable QFs obtaining LEOs and
unnecessarily burdening utilities that currently have to plan for QFs that obtain a LEO
very early in the process but ultimately are never developed.®®® The Commission
explained that, in adopting this provision, the Commission was raising the bar to prevent
speculative QFs from obtaining LEOs, with an associated burden on purchasing utilities,
but was not establishing a barrier for financially committed developers seeking to develop
commercially viable QFs.

378. The Commission disagreed that establishing reasonable, transparent factors is an
onerous barrier or will cause a substantial reduction in QFs. The Commission found that
the objective and reasonable criteria it had established would protect QFs against onerous

requirements for LEOs that hinder financing, such as a requirement for a utility’s

78 Id. P 687.
67 Id. P 688.

0 Jd,
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execution of an interconnection agreement®! or power purchase agreement,%? requiring
that QFs file a formal complaint with the state commission,®? limiting LEOs to only those
QFs capable of supplying firm power,®* or requiring the QF to be able to deliver power in
90 days.®®5 The Commission found that, by making clear that such conditions are not
permitted, and by instead providing objective criteria to clarify when a LEO commences,
the LEO provisions it adopted would encourage the development of QFs.

379. The Commission, however, declined to establish specific factors for the states to
adopt, to establish a baseline for eligible factors, or to otherwise limit states’ flexibility.
The Commission found that states are in the best position to determine, in the first
instance, what specific factors would best suit the specific circumstances of each state so
long as they are objective and reasonable and provided the suggested prerequisites above

as examples of objective and reasonable factors. %

881 1d. P 689 (citing FLS, 157 FERC 461,211 at P 26 (stating that requiring signed
interconnection agreement as prerequisite to LEO is inconsistent with PURPA
Regulations)).

882 1d. (citing Murphy Flat Power, LLC, 141 FERC 9 61,145, at P 24 (2012)
(finding that requiring a signed and executed contract with an electric utility as a
prerequisite to a LEO is inconsistent with PURPA Regulations)).

883 1d. (citing Grouse Creek Wind Park, LLC, 142 FERC 9 61,187, at P 40 (2013)).
884 Jd. (citing Exelon Wind 1, L.L.C. v. Nelson, 766 F.3d at 400).

885 Id. (citing Power Resource Group, Inc. v. Public Utility Comm’n of Texas, 422
F.3d 231 (5th Cir. 2005)).

686 Id. P 690.
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380. The Commission explained that the concept of a LEO was specifically adopted to
prevent utilities from circumventing the mandatory purchase requirement under PURPA
by refusing to enter into contracts.®” The Commission stated that it had found that
requiring a QF to have a utility-executed contract or interconnection agreement or
requiring the completion of a utility-controlled study places too much control over the
LEO in the hands of the utility and defeats the purpose of a LEO and is inconsistent with
PURPA .8 The Commission stated that, when reviewing factors to demonstrate
commercial viability and financial commitment, states thus should place emphasis on
those factors that show that the QF has taken meaningful steps to develop the QF that are
within the QF’s control to complete, and not on those factors that a utility controls. The
Commission explained, for example, that requiring a QF to make a deposit or whether the
QF has applied for system impact, interconnection or other needed studies are the types of
factors that may show that the QF has taken meaningful steps to develop the QF that are
within the QF’s control and the type of objective and reasonable standards that states can

consider in their implementation.

887 Id. P 695 (citing JD Wind 1, LLC, 129 FERC 9 61,148 at P 25, reh’g denied,
130 FERC 9 61,127 (citing Order No. 69, FERC Stats. & Regs. 930,128 at 30,880); see
also Midwest Renewable Energy Projects, LLC, 116 FERC 4 61,017 (2006)).

888 1d. (citing FLS, 157 FERC 9 61,211 at P 23 (finding such requirements “allows
a utility to control whether and when a legally enforceable obligation exists — e.g. by
delaying the facilities study”)).

689 Id.
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1. Requests for Rehearing

381. Public Interest Organizations argue that the final rule’s provision allowing states to
require a showing of commercial viability and financially commitment results in
additional barriers to QFs without sufficient safeguards to protect QFs from states’ abuses.
Public Interest Organizations contend that the Commission erred in failing to justify how
these factors are consistent with PURPA’s purpose of encouraging QFs. Public Interest
Organizations assert that the Commission ignored the evidence that utilities adopt
requirements to avoid their mandatory purchase obligation and states often acquiesce.
Public Interest Organizations contend that the requirement that the factors be reasonable
and objective are insufficient to protect QFs in seeking to establish a LEO and reiterate
their request that the Commission establish specific limits on the kind of showing that is
required before a LEO is established.®

382. Public Interest Organizations argue that the Commission has repeatedly issued
declaratory orders showing the unlawfulness of several LEO restrictions adopted by states
but has repeatedly declined to initiate enforcement actions. They add that state regulators
and courts have dismissed the Commission’s declaratory orders as advisory and states
have supported utilities’ efforts to restrict LEOs. Public Interest Organizations assert that

the Commission erred in considering the potential benefits to the utility’s planning process

of imposing new burdens on QFs. Instead, they contend that Congress directed the

9 Pyblic Interest Organizations Request for Rehearing at 145.
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Commission to develop rules that would encourage QFs, not impose new burdens on QFs
to benefit a utility’s planning process.*"

383. Mr. Mattson argues that requiring financing as a factor to obtain a LEO is
problematic because a LEO is needed to obtain financing. %

2. Commission Determination

384. We disagree with the arguments raised on rehearing. The Commission created the
LEO concept in Order No. 69 and has the authority to refine its contours in a way that
continues to encourage QF development. The final rule achieves that result. Therefore,
we reaffirm the Commission’s finding in the final rule that requiring a showing of
commercial viability and financial commitment based on objective and reasonable criteria
encourages the development of QFs.®* It also strikes an appropriate balance between the
needs of the QFs and the needs of the purchasing utilities.

385. That the revisions to the LEO eligibility requirements encourage the development
of QFs is clear. In the past, purchasing utilities impeded the development of QFs by
unilaterally erecting barriers to QFs establishing an obligation, such as by requiring a QF
to have entered into an interconnection agreement or a power purchase agreement with the
purchasing utility. It would then be up to the purchasing utility to decide whether and

when to enter into such an agreement. The Commission changed that dynamic in the final

91 Jd. at 147-49.
92 Mr. Mattson Motion for Time, Reconsideration, and Request Answers at 2.

693 Order No. 872, 172 FERC 4 61,041 at P 684.
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rule by adopting regulations formalizing Commission precedent that takes away from the
purchasing utility the unilateral ability to determine when the purchasing utility’s
obligation arises. Under the final rule, state-established objective and reasonable criteria
would clarify when an obligation arises, rather than leave it to the purchasing utility.%*
What is more, the criteria should be such that the ability to meet the criteria is in the hands
of the QF and not in the hands of the purchasing utility. For example, it is the QF, and not
the purchasing utility, that decides when it will apply for necessary permits or when it will
apply for an interconnection agreement.®> Therefore, providing guidelines for
establishing reasonable and objective criteria will prevent purchasing utilities from
unilaterally and unreasonably deciding when its obligation to purchase arises and provides
guidance to QFs seeking to establish a LEO. Moreover, to meet the needs of the
purchasing utility, requiring a showing of commercial viability and financial commitment
will ensure that no electric utility obligation is triggered for those QF projects that are not
sufficiently advanced in their development and, therefore, for which it would be
unreasonable for a utility to include in its resource planning.

386. The criteria the Commission provided under the final rule are different from the

prerequisites that the Commission in the past has found inconsistent with PURPA or that

94 1d. P 690.

95 Id. P 694.
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courts have permitted despite such Commission precedent.®® Objective and reasonable
criteria for demonstrating commercial viability and financial commitment to proceed give
a better sense to a state and a purchasing utility that a QF is more likely to be built. In

comparison, requiring that a utility execute an interconnection agreement®’

or power
purchase agreement,%® a QF file a formal complaint with the state commission,*® a QF be
capable of supplying firm power,”® or a QF be able to deliver power in 90 days’"! are
likely beyond the control of a QF or procedural requirements that do not reveal the
likelihood that a QF will be developed and are therefore inappropriate obstacles to QF
development.

387. Allowing states to require a showing of commercial viability and financial

commitment from QFs will enable utilities and states to know which QFs are more likely

896 See id. P 34 (citing examples of state-established prerequisites to obtaining
LEOs that are inconsistent with PURPA Regulations because they hinder QF financing).

7 Id. P 689 (citing FLS, 157 FERC 9 61,211 at P 26 (stating that requiring signed
interconnection agreement as prerequisite to LEO is inconsistent with PURPA
Regulations)).

8 Id. (citing Murphy Flat Power, LLC, 141 FERC 9 61,145 at P 24 (finding that
requiring a signed and executed contract with an electric utility as a prerequisite to a LEO
1s inconsistent with PURPA Regulations)).

9 Id. (citing Grouse Creek Wind Park, LLC, 142 FERC 9 61,187 at P 40).

70 1d. (citing Exelon Wind 1, L.L.C. v. Nelson, 766 F.3d at 400 (requiring that only
QFs capable of providing firm power are entitled to an LEO)).

™ 4. (citing Power Resource Group, Inc. v. Pub. Util. Comm ’n of Texas, 422 F.3d
231, 237-39 (5th Cir. 2005) (requiring that only QFs capable of delivering power within
90 days are entitled to an LEO)).
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to be built, thus enabling them to better plan their systems and accommodate all sources of
QF power, and are just and reasonable to the consumers of the electric utility. States are
not required to adopt specific criteria, but, as with other PURPA Regulations, the
Commission has established the boundaries within which each state can adopt appropriate
criteria that address each states’ unique characteristics. As explained in the final rule,
providing guidance as to how QFs can establish commercial viability and a financial
commitment will provide certainty that QF developers can rely upon, thereby encouraging
QF development.’”* We believe that providing clear, objective, and reasonable guidelines
for establishing a LEO will also reduce disputes between state commissions, utilities, and
QF developers.

388. Finally, the final rule explicitly provided that “obtaining a PPA or financing cannot
2703

be required to show proof of financial commitment.

III. Information Collection Statement

389. The Paperwork Reduction Act’ requires each federal agency to seek and obtain
the Office of Management and Budget’s (OMB) approval before undertaking a collection
of information (including reporting, record keeping, and public disclosure requirements)
directed to 10 or more persons or contained in a rule of general applicability. OMB

regulations require approval of certain information collection requirements contained in

702 1d. P 684.
3 Id. P 687 (emphasis added).

444 U.8.C. 3501-21.
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rulemakings (including deletion, revision, or implementation of new requirements).”%
Upon approval of a collection of information, OMB will assign an OMB control number
and an expiration date. Respondents subject to the information collection of a rule will
not be penalized for failing to respond to the collection of information unless the
collection of information displays a valid OMB control number.
390. With respect to the Form No. 556 information collection (Certification of
Qualifying Facility (QF) Status for a Small Power Production or Cogeneration Facility,
OMB Control No. 1902-0075), in the final rule, the Commission affirmed that the relevant
burdens derive from the change from the Commission’s current “one-mile rule” for
determining whether generation facilities should be considered to be at the same site for
purposes of determining qualification as a qualifying small power production facility, to
allowing an interested person or other entity challenging a QF certification the opportunity
to file a protest, without a fee, to rebut the presumption that affiliated small power
production QFs using the same energy resource and located more than one mile and less
than 10 miles from the applicant facility are considered to be at separate sites. The
Commission stated that it was making the following changes to the Form No. 556 which
affect the burden of the information collection:

e Allow an interested person or other entity challenging a QF certification the

opportunity to file a protest, without a fee, to an initial certification (both self-

certification and application for Commission certification) filed on or after the

705 See 5 CFR 1320.11.
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effective date of the final rule, or to a recertification (self-recertification or
application for Commission recertification) that makes substantive changes to the
existing certification that is filed on or after the effective date of the final rule.

e Require all applicants to report the applicant facility’s geographic coordinates,
rather than only for applications where there is no street address.

e Change the current requirement to identify any affiliated facilities with electrical
generating equipment within one mile of the applicant facility’s electrical
generating equipment to instead require applicants to list only affiliated small
power production QFs using the same energy resource one mile or less from the
applicant facility.

e Additionally require applicants to list affiliated small power production QFs using
the same energy resource whose nearest electrical generating equipment is greater
than one mile and less than 10 miles from the electrical generating equipment of
the applicant facility.

e Require the applicant to list the geographic coordinates of the nearest “electrical
generating equipment” of both its own facility and the affiliated small power
production QF in question based on the definitions adopted in the final rule.

e Provide space for the applicant to explain, if it chooses to do so, why the affiliated

small power production QFs using the same energy resource, that are more than
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one mile and less than 10 miles from the electrical generating equipment of the
applicant facility, should be considered to be at separate sites from the applicant’s
facility, considering the relevant physical and ownership factors identified in the
final rule.

The Commission stated that these changes in burden are appropriate because they are

necessary to meet the statutory requirements contained in PURPA.

391. The Commission included the following table (shown below) which provided

706

estimated changes to the burden and cost of the Form No. 556 due to the final rule.

(The estimates have not changed from the final rule.)

796 There were no rehearing requests related to the estimated burden changes for the
FERC-912 (PURPA Section 210(m) Notification Requirements Applicable to
Cogeneration and Small Power Production Facilities; OMB Control No. 1902-0237), so it
is not addressed further.
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FERC-556, Changes Due to Final Rule in Docket Nos. RM19-15-000 and AD16-16-0007"7
Increased
Increased Total
Average Annual
Annual Burden Burden Increased
Number of Hours & Hours & Annual
Responses Total Cost Per Total Cost per
Number of per Number of | Response | Annual Cost | Respondent
Respondents | Respondent | Responses (6)) 3 (&)
Facility Type Filing Type ()] 2 M*@)=3) (C)) B)*@=(5) | )H1)=(6)
Cogeneration and h h
Small Power Self- no change no change no change n(1> g 1? nge. 1 21912 g 1? nge' $0
Production Facility < | certification (692) (1.25) 865y | (1-3hrs)s | (1,297.5 hrs.);
1 Mw708 $0 $0
h no change
Cogeneration Facility | Self- no change no change | no change n(l) g }? nge.: (118.125 $0
>1 MW certification (63) (1.25) 78.75) | - rsgé hrs.);
$0
. - Application no change no change
Cogeneration Facility no change no change | no change - -
> I MW for FERC (1) (1.25) (1.25) (50 hrs.); (62.5 hrs.); $0
certification ) ' $0 $0
Small Power Self- no change no change | no change 2 hrs.; 2,247.5 hrs.; $207.5
Production Facility > | certification (899)™ (1.25) | (1,123.75) $166 $186,542.5 :

"7 The figures in this table reflect estimated changes to the current OMB-approved

inventory for the Form No. 556 (approved by the Office of Management and Budget
(OMB) on November 18, 2019). As of October 21, 2020, the Paperwork Reduction Act
(PRA) packages for the reporting requirements in the final rule in Docket Nos. RM19-15
and AD16-16 are still pending review at OMB.

Where “no change” is indicated, the current figure is included parenthetically for
information only. Those parenthetical figures are not included in the final total for
column 5.

Commission staff believes that the industry is similarly situated in terms of wages
and benefits. Therefore, cost estimates are based on FERC’s 2020 average hourly wage
(and benefits) of $83.00/hour. (The submittal to and approval of OMB in 2019 for Form
No. 556 was based on FERC’s 2018 average annual wage hourly rate of $79.00/hour.
Because the change from the $79.00 hourly rate to the current $83.00 hourly rate was not
due to the final rule, this chart does not depict this increase.)

798 Not required to file.

79 In the Form No. 556 approved by OMB in 2019, for the category “Small Power
Production Facility > 1 MW, Self-certification,” we estimated the number of respondents
at 2,698. We have now divided that category into three categories: “Small Power
Production Facility > 1 MW, < 1 Mile from Affiliated Small Power Production QF,”
“Small Power Production Facility > 1 MW, > 1 Mile, < 10 Miles from Affiliated Small
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1 MW, <1 Mile from
Affiliated Small
Power Production QF

Small Power
Production Facility >
1 MW, <1 Mile from
Affiliated Small
Power Production QF

Application
for FERC
certification

no change

(0)

no change
(1.25)

no change

(©0)

6 hrs.;
$498

no change
(0 hrs.);
$0

$0

Small Power
Production Facility >
1 MW, > 1 Mile, <
10 Miles from
Affiliated Small
Power Production QF

Self-
certification

no change
(900)

no change
(1.25)

no change
(1,125)

8 hrs.;
$664

9,000 hrs.;
$747,000

$830

Small Power
Production Facility >
1 MW, > 1 Mile, <
10 Miles from
Affiliated Small
Power Production QF

Application
for FERC
certification

no change

(0)

no change
(1.25)

no change

(©0)

12 hrs.;
$996

no change
(0 hrs.);
$0

$0

Small Power
Production Facility >
1 MW, > 10 Miles
from Affiliated Small
Power Production QF

Self-
certification

no change
(899)

no change
(1.25)

no change
(1,123.75)

2 hrs.;
$166

2,247.5 hrs.;
$186,542.5

$207.5

Small Power
Production Facility >
1 MW, > 10 Miles
from Affiliated Small
Power Production QF

Application
for FERC
certification

no change

(©)

no change
(1.25)

no change

(©0)

6 hrs.;
$498

no change
(0 hrs.);
$0

$0

FERC-556, TOTAL
ADDITIONAL
BURDEN AND
COST DUE TO
FINAL RULE

no change
(3,454)

no change
(4,317.5)

13,495 hrs.;
$1,120,085

A. Request for Rehearing

392. Public Interest Organizations state that Solar Energy Industries questioned the

Commission’s burden estimate in the NOPR, anticipating that the actual burden will be far

Power Production QF,” “Small Power Production Facility > 1 MW, > 10 Miles from
Affiliated Small Power Production QF.” In this column, the numbers 899, 900, and 899
are a distribution of those same estimated 2,698 respondents across the three categories.
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higher.”'® Public Interest Organizations assert that the Commission dismissed Solar
Energy Industries’ estimates that the new rule would require an additional 90 to 120 hours

"1 without providing additional justification or explanation for the

per year to comply
Commission’s time and expense estimates, which is arbitrary and capricious.”?

B. Commission Determination

393. The Commission in the final rule directly addressed Solar Energy Industries
comments and explained why it did not agree with Solar Energy Industries’ estimates.”"3
Additionally, we note that while other commenters agreed that the NOPR’s proposals
would result in increased administrative burden and expense,”™ Solar Energy Industries
was the only commenter to provide a numerical estimate to challenge the Commission’s

proposed estimates. The Commission nevertheless increased its burden estimates in the

10 Pyblic Interest Organizations Request for Rehearing at 129.

"M Id. (citing Solar Energy Industries Comments, Docket No. RM19-15-000, at 52
(Dec. 3, 2019)).

"2 Id. at 129-30.
"3 Order No. 872, 172 FERC q 61,041 at PP 552-56.

14 Ares EIF Management, LLC Comments, Docket No. RM19-15-000, at 6
(Dec. 2, 2019); Borrego Solar Systems, Inc. Comments, Docket No. RM19-15-000,
at 4 (Dec. 3, 2019); Consolidated Edison Development, Inc. Comments, Docket No.
RM19-15-000, at 5 (Nov. 15, 2019); Public Interest Organizations Comments, Docket
No. RM19-15-000, at 97-98 (Dec. 3, 2019); Solar Energy Industries Comments, Docket
No. RM19-15-000, at 51-52, 54, 57-58 (Dec. 3, 2019); South Carolina Solar Business
Alliance Comments, Docket No. RM19-15-000, at 15-18 (Dec. 3, 2019); Southern
Environmental Law Center, et al. Comments, Docket No. RM19-15-000, at 29, 35
(Dec. 3, 2019); sPower Development Company, LLC Comments, Docket No. RM19-15-
000, at 14 (Dec. 3, 2019).



Docket Nos. RM19-15-001 and AD16-16-001 -253 -

final rule in response to the comments received.”’> We also note that Solar Energy
Industries did not independently support its estimate of increased burden of 90 to

120 hours. Rather, Solar Energy Industries relied on a separate rulemaking proceeding for
a different regulatory program administered by the Commission,”*® and stated, without
justification, that it believed the estimates for an ultimately withdrawn portion of that
rulemaking (the proposed Connected Entity Information requirement) are a reasonable
approximation of the burden that QFs would face in complying with the new requirements

717

in the final rule.””” While both rulemakings require the disclosure of affiliate information,

the withdrawn Connected Entity Information proposal would have also required reporting

15 For example, in the NOPR, the Commission estimated that a small power
production facility greater than 1 MW, but less than one mile from an affiliated facility,
that submits a self-certification would not change the annual burden or cost. However, the
Commission in the final rule estimated that such a small power production facility would
need two additional hours to complete the Form No. 556; thus, the total annual burden
hours and cost per response for this category would increase by two hours and by $166.
Moreover, in the NOPR, the Commission estimated that a small power production facility
greater than 1 MW, and greater than 10 miles from an affiliated facility, that submits an
application for Commission certification would not change the annual burden or cost.
However, Commission in the final rule estimated that such a small power production
facility would need six additional hours to complete the Form No. 556; thus, the total

annual burden hours and cost per response for this category would increase by six hours
and by $498.

"6 See Data Collection for Analytics and Surveillance and Market-Based Rate
Purposes, Order No. 860, 168 FERC q 61,039 (2019) (adopting rules concerning data
collection for public utilities with market-based rates).

"7 Solar Energy Industries Comments, Docket No. RM19-15-000, at 57-58
(Dec. 3,2019).
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of certain employee information.”'® Furthermore, the final rule limits the information
geographically to require the listing of only those affiliated entities that are less than 10
miles away, whereas the withdrawn Connected Entity Information requirement from the
other proceeding would not have limited its information collection geographically.

394. Moreover, we believe that Solar Energy Industries’ estimate vastly overstates the
regulatory burden. First, the Commission explained in the final rule that 18 CFR 292.207(d)
(which the Commission did not alter in the final rule except to renumber as 18 CFR
292.207(f)) already states that if a QF fails to conform with any material facts or
representations presented in the certification, the QF status of the facility may no longer be
relied upon,” and hence it is long-standing practice that a QF must recertify when material
facts or representations in the Form No. 556 change.

395. Second, with regard to the new Form No. 556 requirement to identify all affiliated
small power production QFs using the same energy resource that are less than 10 miles
from the electrical generating equipment of the certifying facility, we note that the final
rule expanded the requirement to identify such facilities to less than 10 miles away, but

the requirement to identify such facilities less than one mile already existed.

"8 See Data Collection for Analytics and Surveillance and Market-Based Rate
Purposes, Notice of Proposed Rulemaking, 156 FERC 9 61,045, at P 52 (2016).

19 18 CFR 292.207(d), which the final rule renumbered to 18 CFR 292.207(f).
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396. Third, we note that not all QFs will be affected by this expanded requirement.

Only small power production QFs that have an affiliated small power production QF more
than one but less than 10 miles away that uses the same energy resource will be subject to
the new requirement to list the affiliated small power production QF. QFs that have no
affiliated small power production QFs will not be affected, nor will those whose only
affiliates are more than 10 miles away. Moreover, those QFs that have only a few
affiliated small power production QFs more than one but less than 10 miles away will
only suffer a small increase in burden to list these affiliated facilities. The only facilities
that may suffer a more significant burden—from the new requirement to identify affiliated
facilities that use the same energy resource more than one and less than 10 miles away—
are facilities with multiple facilities close together, and it is precisely this group of
facilities from whom the Commission needs this information, in order to determine
whether those facilities should be considered to be at the same site.

397. However, in light of Public Interest Organizations’ and Solar Energy Industries’

renewed assertion that the regulatory burden on QFs is substantial,”*

we modify and
clarify our requirements regarding the identification of affiliated small power production
QFs, in order to further ensure that the regulatory burden on small power production

facilities is within reasonable limits as described in section III.D. Specifically, as

explained more fully in section III.D above, we modify the final rule to state that a small

720 public Interest Organizations Request for Rehearing at 127-29; see Solar Energy
Industries Request for Rehearing and/or Clarification at 34.
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power production QF evaluating whether it needs to recertify does not need to recertify
due to a change in the information it has previously reported regarding its affiliated small
power production QFs that are more than one mile but less than 10 miles from its
electrical generating equipment, including adding or removing an affiliated small power
production QF more than one mile but less than 10 miles away, or if an affiliated small
power production QF more than one mile but less than 10 miles away and previously
reported in item 8a makes a modification, unless that change also impacts any other
entries on the evaluating small power production QF’s Form No. 556.

398. We will continue to require that a small power production QF, as it was prior to the
final rule, recertify its Form No. 556 to update item 8a due to a change at any of its
affiliated small power production facilities located one mile or less from of its electrical
generating equipment.’””! We will also still require that a small power production QF
recertify due to a change in material fact or representation to its own facility.

399. At such time as the small power production QF makes a recertification due to a
change in material fact or representation to its own facility or at any of its affiliated small
power production facilities that use the same energy resource and are located one mile or
less from its electrical generating equipment, we will require that the small power
production QF update item 8a for all of its affiliated small power production QFs within

10 miles, including adding or deleting affiliated small power production QFs, and

1 See supra note 583.
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recording changes to previously listed small power production QFs, so that the
information in its Form No. 556 is complete, accurate, and up-to-date.”*

400. We believe that this modification reduces the burden on small power production
QFs because we will not require them to monitor continually their affiliated small power
production QFs more than one mile but less than 10 miles away for changes nor will we
require a small power production QF that is evaluating whether it must recertify its facility
to recertify to update item 8a due to a change at its affiliated small power production
facilities more than one mile but less than 10 miles from the evaluating facility’s electrical
generating equipment.’?® However, the affiliated QF of that evaluating small power
production QF will need to recertify if the affiliated QF makes a material change to its
information in its Form No. 556. After reviewing the rehearing requests, and
implementing the modification described above, we conclude that this requirement strikes
an appropriate balance between the need to address improper circumvention and the need
to avoid unduly burdening small power production QFs. With the modification described

above, we find that our burden estimates, as reported in the final rule, continue to be

reasonable, especially now that we have lessened the burden as compared to the final rule

22 1f a small power production QF that was certified prior to the effective date of
this final rule is required to recertify due to a material change to its own facility, then at
that time it will be required to identify affiliates less than 10 miles from the applicant
facility.

23 We note that we are maintaining the final rule’s alternative option for
rooftop solar PV developers to file their recertification applications. See Order No. 872,
172 FERC 9 61,041 at P 560.



Docket Nos. RM19-15-001 and AD16-16-001 - 258 -

by making this change on rehearing. We do not believe that the change we have made
today to the Form No. 556 to implement the above modification adds any additional
burden to the information collection. We also note that, in retaining the pre-final rule
requirement that a small power production recertify information on affiliate small power
production facilities one mile or less away,”?* we are not adding any additional burden.
401. Though Public Interest Organizations and Solar Energy Industries questioned the
Commission’s estimates, the Commission provided ample justification for why the burden
and cost estimates would increase as a result of the final rule. In the final rule, the
Commission estimated that the annual burden hours and costs for the information
collection for the Form No. 556 would increase as a result of the changes to the “one-mile
rule” in the final rule.”” The Commission explained that it was implementing new
requirements for applicants to report the QF’s geographic coordinates, list affiliated small
power production QFs using the same energy resource one mile or less from the applicant
facility, list affiliated small power production QFs using the same energy resource whose
nearest electrical generating equipment is greater than one mile and less than 10 miles
from the electrical generating equipment of the applicant facility, and list the geographic
coordinates of the nearest “electrical generating equipment” of both its own facility and

the affiliated small power production QF in question.”® The Commission also suggested

24 See supra note 583.
725 Order No. 872, 172 FERC 9 61,041 at P 699.

26 Id. P 698.
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that if applicants anticipate a protest to their certifications, they could provide
explanations as to why the affiliated small power production QFs using the same energy
resource that are more than one mile and less than 10 miles from the electrical generating
equipment of the applicant facility should be considered at separate sites from the
applicant’s facility.”?’

402. Additionally, the Commission noted that, as a result of the changes to the PURPA
Regulations made in the final rule, small power production QFs will have to spend more
time identifying any affiliated small power production QFs that are less than one mile,
between one and 10 miles, and more than 10 miles, apart. The Commission further
expected that there will be an increase in the burden hours and cost due to the new ability
of entities to protest without a fee, which will affect initial self-certifications, applications
for Commission certification, or recertifications that make substantive changes to an

728

existing certification after the effective date of the final rule.

1. OFs Submitting Self-Certifications

403. Prior to the final rule, the estimated burden for a small power production facility

greater than 1 MW filing a self-certification was 1.5 hours.””

77 14
8 1d. P 699.

2 Commission Information Collection Activities (FERC-556); Comment Request,
Extension, Docket No. IC19-16-000 (issued May 15, 2019).
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a. Small Power Production Facility Greater Than 1 MW, and
Less Than One Mile from an Affiliated Small Power
Production QF

404. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW, and less
than one mile from an affiliated facility, two hours in addition to the prior estimated 1.5
hours to fill out the new version of the Form No. 556 for a self-certification.” In making
this estimate of two additional hours, the Commission took into consideration that the
applicant would now be required to additionally provide its geographic coordinates.”!
While it would also be required to identify and provide the geographic coordinates for any
small power production QFs located less than 10 miles from the applicant facility, the
current Form No. 556 already required identifying any facilities located within one mile of
the applicant facility. The Commission reasoned that the applicant may need to take some
additional time to ascertain that there were no additional facilities located more than one
mile from the applicant facility. The Commission therefore reasoned that, for this

category, it may take an applicant facility an additional two hours to complete the Form

No. 556.7%

0 Order No. 872, 172 FERC 9§ 61,041 at P 699.
BLId. P 698.

2 1d. P 699.
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b. Small Power Production Facility Greater than 1 MW, and
More than One Mile but Less than 10 Miles from an
Affiliated Small Power Production QF

405. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW, and
more than one mile but less than 10 miles from an affiliated facility, eight hours in
addition to the prior estimated 1.5 hours to fill out the new version of the Form No. 556
for a self-certification.”®® In making this estimate of eight additional hours, the
Commission took into consideration that the applicant would now be required to
additionally provide its geographic coordinates and to identify and provide the geographic
coordinates for any small power production QFs located less than 10 miles from the
applicant facility. If the applicant chose, it could provide explanations as to why the
affiliated small power production QFs using the same energy resource that are more than
one mile and less than 10 miles from the electrical generating equipment of the applicant
facility should be considered to be at separate sites from the applicant’s facility.”** The
Commission therefore reasoned that, for this category, it may take an applicant facility an

additional eight hours to complete the Form No. 556.7%°

33 14
34 1d P 698.

5 1d. P 699.
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C. Small Power Production Facility Greater than 1 MW and
10 Miles or More from an Affiliated Small Power
Production QF

406. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW and 10
miles or more from an affiliated facility two hours in addition to the prior estimated 1.5
hours to fill out the new version of the Form No. 556 for a self-certification.”® In making
this estimate of two additional hours, the Commission took into consideration that the
applicant would now be required to additionally provide its geographic coordinates but
would not be required to identify and provide the geographic coordinates for any small
power production QFs located more than 10 miles from the applicant facility. The
Commission reasoned that the applicant may need to take some additional time to
ascertain that there were no additional facilities located less than 10 miles from the
applicant facility. The Commission therefore reasoned that, for this category, it may take
6.737

an applicant facility an additional two hours to complete the Form No. 55

2. OFs Submitting Applications for Commission Certification

407. Prior to the final rule, the estimated burden for a small power production facility

greater than 1 MW filing an application for Commission certification was 50 hours.”®

736 Id.
737 Id.

738 Commission Information Collection Activities (FERC-556); Comment Request,
Extension, Docket No. IC19-16-000 (issued May 15, 2019).
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a. Small Power Production Facility Greater than 1 MW, and
Less than One Mile from an Affiliated Small Power
Production QF

408. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW, and

less than one mile from an affiliated facility, six hours in addition to the prior estimated
50 hours to fill out the new version of the Form No. 556 as part of an application for
Commission certification.” In making this estimate of six additional hours, the
Commission took into consideration that the applicant would now be required to
additionally provide its geographic coordinates. Also, while the applicant would also be
required to identify and provide the geographic coordinates for any small power
production QFs located less than 10 miles from the applicant facility, the current Form
No. 556 already required identifying any facilities located within one mile of the applicant
facility. The Commission reasoned that the applicant may need to take some additional
time to ascertain that there were no additional facilities located more than one mile from
the applicant facility. Unlike a self-certification, the application for Commission
certification also requires the applicant to pay a filing fee, and applicants for a
Commission certification generally provide more explanation and a narrative filing. The
Commission therefore reasoned that, for this category, it may take an applicant facility an

additional six hours to complete the Form No. 556.74

739 Order No. 872, 172 FERC 9 61,041 at P 699.

740 Id.
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b. Small Power Production Facility Greater than 1 MW, and
More than One Mile but Less than 10 Miles from an
Affiliated Small Power Production QF

409. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW, and
more than one mile but less than 10 miles from an affiliated facility, 12 hours in addition
to the prior estimated 50 hours to fill out the new version of the Form No. 556 for an
application for Commission certification.”! In making this estimate of 12 additional
hours, the Commission took into consideration that the applicant would now be required
to additionally provide its geographic coordinates and to identify and provide the
geographic coordinates for any small power production QFs located less than 10 miles
from the applicant facility. If the applicant chose, it could also provide explanations as to
why the affiliated small power production QFs using the same energy resource, that are
more than one mile and less than 10 miles from the electrical generating equipment of the
applicant facility, should be considered to be at separate sites from the applicant’s
facility.”** Unlike a self-certification, the application for Commission certification also
requires the applicant to pay a filing fee, and applicants for a Commission certification

generally provide more explanation and a narrative filing. Therefore, the Commission

741 Id

™2 Id. P 698.



Docket Nos. RM19-15-001 and AD16-16-001 - 265 -

reasoned that, for this category, it may take an applicant facility an additional 12 hours to

complete the Form No. 556.743

C. Small Power Production Facility Greater than 1 MW and
10 Miles or More from an Affiliated Small Power
Production QF

410. In the final rule, given the implementation of the new 10-mile rule, the Commission
estimated that it would take a small power production facility greater than 1 MW and

10 miles or more from an affiliated facility six hours in addition to the prior estimated

50 hours to fill out the new version of the Form No. 556 for an application for
Commission certification.”** In making this estimate of six additional hours, the
Commission took into consideration that the applicant would now be required to
additionally provide its geographic coordinates, but the applicant would not be required to
identify and provide the geographic coordinates for any small power production QFs
located more than 10 miles from the applicant facility. The Commission reasoned that the
applicant may need to take some additional time to ascertain that there were no additional
facilities located less than 10 miles from the applicant facility. Unlike a self-certification,
the application for Commission certification also requires the applicant to pay a filing fee,

and applicants for a Commission certification generally provide more explanation and a

™ 1d. P 699.

744 Id.
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narrative filing. The Commission reasoned that, for this category, it may take an applicant
facility an additional six hours to complete the Form No. 556.74°

3. Calculations for Additional Burden and Cost

411. Lastly, the Commission explained that it believed that the industry is similarly
situated in terms of wages and benefits. Therefore, estimates for the annual cost of
additional burden are based on FERC’s 2020 average hourly wage (and benefits) of
$83.00 per hour.”® In order to determine the cost per response in the column titled
“Increased Average Burden Hours & Cost Per Response ($) (4),” the Commission
multiplied the number of additional burden hours by the average hourly wage of $83.00
per hour. For example, for small power production facilities greater than 1 MW located
less than one mile from affiliated small power production QFs, the Commission
determined that the increased average burden hours as a result of the final rule was

two hours. The two-hour increase in the average burden hours, multiplied by an average
hourly wage of $83.00 per hour, equals $166 cost per response.’”’ In order to determine
the increased total annual burden hours and total annual cost in the column titled
“Increased Total Annual Burden Hours & Total Annual Cost ($) (3)*(4)=(5),” the
Commission multiplied the numbers in the column titled “Total Number of Responses

(1)*(2)=(3)” by the numbers in the column titled “Increased Average Burden Hours &

45 14
6 Id. P 699 n.1050.

™7 1d. P 699.
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Cost Per Response ($) (4).” For example, for small power production facilities greater
than 1 MW located less than one mile from affiliated small power production QFs, the
Commission multiplied the increased average burden hours of two hours by the total
number of responses of 1,123.75 for increased total annual burden hours of 2,247.5 hours.
The Commission then multiplied the increased cost per response of $166 by the total

0.748

number of responses of 1,123.75 for an increased total annual cost of $186,542.5

IV. Environmental Analysis

A. No EIS or EA is Required

412. In the final rule, the Commission noted that NEPA requires federal agencies to
prepare a detailed statement on the environmental impact for “major Federal actions
significantly affecting the quality of the human environment.”’* The Council on
Environmental Quality’s (CEQ) regulations implementing NEPA provide that federal
agencies can comply with NEPA by preparing: (a) an Environmental Impact Statement
(EIS) for a proposed action significantly affecting the quality of the human

environment;”* or (b) an Environmental Assessment (EA) to determine whether an EIS is

748 Id.

"™ Id. P 710 (citing 42 U.S.C. 4332(C)); see also Regulations Implementing the
National Environmental Policy Act, Order No. 486, FERC Stats. & Regs. 430,783 (1987)
(cross-referenced at 41 FERC q 61,284)).

75040 CFR 1502.4 (2019).
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required.”" The CEQ regulations also provide that agencies are not obligated to prepare
either an EIS or an EA if they find that a categorical exclusion applies.”*

413. The Commission found that no EA or EIS was required for the final rule because
the rule does not involve a particular project that “define[s] fairly precisely the scope and
limits of the proposed development” and any potential environmental impacts from the
final rule are not reasonably foreseeable.”™* In response to comments on the NOPR that
although an EA and later an EIS was prepared for the 1980 initial rules implementing
PURPA (Order No. 70), the Commission explained, based on a number of factual
differences between the initial rules and the final rule, that a meaningful NEPA analysis
could not be prepared for the final rule.”>* The Commission also found that, as a separate
and independent alternative ground, that a categorical exclusion applied to the final rule so
that an EA or EIS need not be prepared.’

1. NEPA Analysis is Not Required Where Environmental Impacts
Are Not Reasonably Foreseeable

414. The Commission explained that the final rule does not propose or authorize, much
less define, the scope and limits of any potential energy infrastructure and, as a result,

there is no way to determine whether issuance of the rule will significantly affect the

5140 CFR 1508.9.

752 40 CFR 1508.4.

753 Order No. 872, 172 FERC 9§ 61,041 at PP 710, 715.
754 Id. PP 728-36.

5 Id. P 720.
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quality of the human environment.”>® The Commission also explained that, while courts
have held that NEPA requires “reasonable forecasting,” “NEPA does not require a ‘crystal
ball’ inquiry.””” The Commission added that an agency “is not required to engage in
speculative analysis” or “to do the impractical, if not enough information is available to

738 or to “foresee the unforeseeable.””® and “[i]n

permit meaningful consideration
determining what effects are ‘reasonably foreseeable,” an agency must engage in
‘reasonable forecasting and speculation,’ . . . with reasonable being the operative
word.”’® The Commission explained that environmental impacts are not reasonably
foreseeable if the impacts would result only through a lengthy causal chain of highly

uncertain or unknowable events.”¢!

6 Id. P 711.

ST Id. P 716 (citing Vt. Yankee Nuclear Power Corp. v. Nat. Res. Def. Council,
Inc., 435 U.S. 519, 534 (1978)).

™8 Id. (citing N. Plains Res. Council v. Surface Transp. Board, 668 F.3d 1067,
1078-79 (9th Cir. 2011) (citation omitted)).

™ Id. (citing Concerned About Trident v. Rumsfeld, 555 F.2d 817, 830 (D.C. Cir.
1976) (citation omitted)).

760 Id. (citing Sierra Club v. U.S. Dep 't of Energy, 867 F.3d 189, 198 (D.C. Cir.
2017) (emphasis in original) (citation omitted)).

761 Id. (citing Dep 't of Transp. v. Pub. Citizen, 541 U.S. 752, 767 (2004) (“NEPA
requires a ‘reasonably close causal relationship’ between the environmental effect and the
alleged cause.”); Metro. Edison Co. v. People Against Nuclear Energy, 460 U.S. 766, 774
(1983) (noting effects may not fall within section 102 of NEPA because “the causal chain
is too attenuated™)).
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415. The Commission found that any consideration of whether the revised rules could
potentially result in significant new environmental impacts due to less QF development
and increased development of coal, nuclear, and combined cycle natural gas plants, would
be unduly speculative, based on the difficulty in determining which, if any, of the
additional flexibilities the final rule provides to the states will be adopted by each state,
how state rules would impact QF development going forward and whether any reduction
in QF renewables would be replaced by an increased amount of non-QF renewable
resources with similar environmental characteristics.”®?

416. The Commission pointed to Center for Biological Diversity v. Ilano,” in which
the court held that no NEPA review was required for United States Forest Service
designations, pursuant to the Healthy Forests Restoration Act (HFRA), of certain forests
as “landscape-scale areas.” The Commission explained that the court held that no NEPA
review was required for the designations, noting that no specific projects were proposed
for any of the landscape-scale areas and that “[i]n such circumstances, ‘any attempt to
produce an [EIS] would be little more than a study . . . containing estimates of potential
development and attendant environmental consequences.””’® The Commission further

explained that the court concluded that “unless there is a particular project that ‘define[s]

2 1d P 717.

763 Id. P 712 (citing Ctr. for Biological Diversity v. Ilano, 928 F.3d 774 at 780) (9th
Cir. 2019).

764 Id.
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fairly precisely the scope and limits of the proposed development of the region,’ there can
be ‘no factual predicate for the production of an [EIS] of the type envisioned by
NEPA.””7%

417. The Commission found that the final rule does not fund any particular QFs or issue
permits for their construction or operation (neither of which the Commission has
jurisdiction to do) and neither the Commission’s regulation nor the final rule authorize or
prohibit the use of any particular technology or fuel, or mandate or prohibit where QFs
should be or are built.”%

418. The Commission found that the final rule continues to give states wide discretion
and that it is impossible to know what the states may choose to do in response to the final
rule, whether they will make changes in their current practices or not, and how those state
choices would impact QF development and the environment in any particular state, let in
any particular locale.”®

419. The Commission found that the scope of the final rule is even less defined than the

landscape-scale area designations at issue in Center for Biological Diversity v. llano,

explaining that PURPA applies throughout the entire United States and the revisions

%5 Id. See also Northcoast Ent. Ctr. v. Glickman, 136 F.3d 660, 668 (9th Cir.
1998) (citing Kleppe v. Sierra Club, 427 U.S. 390 (1976) (explaining that NEPA does not
require agency to complete environmental analysis where environmental effects are
speculative or hypothetical)).

66 I1d. P 713.

7 Id. P 714.
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implemented by the final rule theoretically could affect future QF development anywhere
in the country.”® The Commission reasoned that, as was the case in Center for Biological
Diversity v. Ilano, any attempt to evaluate the environmental effects of the final rule by
necessity would involve hypothesizing the potential development of QFs and the resultant
environmental consequences.’® The Commission found that any attempt by the
Commission to estimate the potential environmental effects of the final rule would be
considerably more speculative than the estimates of potential development and attendant
environmental consequences that the court in Center for Biological Diversity held are not
required under NEPA. The Commission found that it was not possible to provide any
reasonable forecast of the effects of the final rule on future QF development, whether any
affected potential QF would be a renewable resource (such as solar or wind) or employ
carbon-emitting technology (such as a fossil-fuel-burning cogenerator or a waste-coal-
burning small power production facility). The Commission further found that
environmental effects on land use, vegetation, water quality, etc. are all dependent on
location, which is unknown and could be anywhere in the United States.””® The

Commission therefore concluded that any the potential effects of the final rule on future

8 1d. P 715.
% Id. P 718.

™ Jd,
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QF development are so speculative as to render meaningless any environmental analysis

of these impacts.””!

a. Requests for Rehearing

420. Northwest Coalition and Public Interest Organizations allege that the Commission
erred in determining that there is no need to prepare an EA or EIS.””? With respect to the
discussion in the final rule of why potential environmental impacts are too speculative,
Northwest Coalition asserts, with no explanation, that the Commission provided “out-of-
context quotations from a number of cases.”””® Northwest Coalition and Public Interest
Organizations argue that the impacts are not too speculative or uncertain for a NEPA
analysis because the Commission used the wrong standard to determine impact, asserting
that the “question is whether the proposed rules may have a significant impact on the
human environment,” not whether it will have an impact.”’* They claim that, because
states were prohibited from lawfully denying fixed-price contracts to QFs under previous
rules, the Commission must assume that under the new rules the states will eliminate the
right to fixed-price contracts and that the development of new QFs will halt, which is the

type of analysis that must be done in a NEPA document.””> Northwest Coalition claims

M Id. P 719.

772 Northwest Coalition Request for Rehearing at 56-57; Public Interest Organizations
Request for Rehearing at 15-16.

73 Northwest Coalition Request for Rehearing at 61 n.222.
"4 Id. at 58.

5 Id. at 58-59.
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that the final rule does not appear to seriously dispute that the new rules may have a
significant effect; instead, it appears to merely conclude the precise impact would be too
difficult to pinpoint.

421. Public Interest Organizations similarly argue that the Commission cannot avoid
NEPA review by making unsupported claims that environmental impacts are
unforeseeable, prior to any NEPA analysis, as the role of NEPA itself is to “indicate the
extent to which environmental effects are uncertain or unknown.””’® Public Interest
Organizations assert that the Commission mistakenly found that any environmental
analysis of the final rule would be speculative and would not meaningfully inform the
Commission or the public.””” Public Interest Organizations add that NEPA requires
agencies to examine all foreseeable impacts, including cumulative and indirect impacts,
when undertaking rule changes that grant states new regulatory authority, which “plainly
includes changes to allow new ways and options for states when exercising their
authority.””’® Public Interest Organizations contend that NEPA may apply when the

agency makes a decision that permits actions by other parties that will have an impact on

776 Public Interest Organizations Request for Rehearing at 20, 26 (emphasis added)
(citing Sierra Club v. Froehlke, 534 F.2d 1289, 1296 (8th Cir. 1976); Scientists’ Institute
for Public Information, Inc. v. AEC, 481 F.2d 1079, 1092, 1098 (D.C. Cir. 1973); Jicarilla
Apache Tribe of Indians v. Morton, 471 F.2d 1275, 1280 n.11 (9th Cir. 1973); Citizens
Against Toxic Sprays, Inc. v. Bergland, 428 F. Supp. 908, 922 (D. Or. 1977)).

"7 Id. at 21 (citing NOPR, 168 FERC Y 61,184 at P 155).

78 1d,
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the environment.”” Northwest Coalition adds that courts have required a NEPA analysis
in cases where the agency proposes rules that will have an impact on future development,
even for widespread regulatory changes that do not themselves authorize any discrete
project.”®

422. Public Interest Organizations assert that a NEPA analysis is required when
uncertainty may be resolved by collecting further data or the collection of such data may
prevent speculation on potential environmental effects.”®! Public Interest Organizations
add that the Commission’s position that collecting data and analyzing it would be too
difficult is an impermissible basis for foregoing an EA or EIS.”®* Public Interest
Organizations contend that, when an agency is faced with incomplete or unavailable
information, the CEQ regulations require an EIS to include a summary of existing credible

scientific evidence that is relevant to evaluating the reasonably foreseeable impacts of a

proposed action.”®?

™ Id. at 22 (citing Mid States Coal. for Progress v. Surface Transp. Bd., 345 F.3d
520, 549-50 (8th Cir. 2003); Scientists’ Inst. For Public Info., Inc. v. AEC, 481 F.2d at
1088-89).

780 Northwest Coalition Request for Rehearing at 60-61 (citing American Bird
Conservancy, Inc. v. FCC, 516 F.3d 1027, 1033-34 (D.C. Cir. 2008)).

781 Pyblic Interest Organizations Request for Rehearing at 24 (citing National Parks
& Conservation Ass 'nv. Babbitt, 241 F.3d 722, 732 (9th Cir. 2001)).

782 Id. (citing Seattle Audubon Soc’y v. Mosley, 798 F. Supp. 1494, 1497 (W.D.
Wash. 1992)).

783 14 at 24-25 (citing 40 CFR 1502.22(b)(3)~(b)(4)).
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423. Northwest Coalition and Public Interest Organizations argue the Commission is
required to prepare an EIS because courts have found an EIS is required where
“substantial questions” have been raised as to whether an agency action “may cause
significant degradation of some human environmental factor,” adding that parties are not
required to show that significant effects will occur, but only raise substantial questions
that they may occur.”

424. Northwest Coalition and Public Interest Organizations allege that the Commission
improperly relied on Center for Biological Diversity v. Ilano to determine that the
rulemaking’s impacts were too speculative for NEPA analysis.”® Public Interest
Organizations assert that the court found that the action would not change the “status
quo,” in contrast to here, where they claim the final rule legally alters the status quo.”®
Public Interest Organizations claim that “significantly” reduced QF development is
foreseeable based on experience in states that have undermined the prior rules, regardless

of the fact that the proposed changes do not mandate or prohibit the construction of any

specific QF’s, and the environmental impacts of removing major incentives for emissions-

784 Northwest Coalition Request for Rehearing at 57 (citing LaFlamme v. FERC,
852 F.2d 389, 397 (9th Cir. 1988)); Public Interest Organizations Request for Rehearing at
17 (citing Greenpeace Action v. Franklin, 14 F.3d 1324, 1332 (9th Cir. 1992)).

785 Northwest Coalition Request for Rehearing at 59-60; Public Interest
Organizations Request for Rehearing at 30.

786 Pyblic Interest Organizations Request for Rehearing at 31 (citing Ctr. for
Biological Diversity v. llano, 928 F.3d at 781).
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free renewable resources will be significant and far-reaching.”®” Northwest Coalition
asserts that the Center for Biological Diversity v. Ilano court “relied on its finding that the
designation did not authorize any discrete projects and would only potentially lead to such
projects, making the exercise of an EIS too speculative.””® Northwest Coalition claims
that this reasoning does not apply to the final rule because the Commission has
demonstrated it has the capability to conduct detailed market analysis on the impact of its
789

proposed rules and their likely environmental impacts.

b. Commission Determination

425. As an initial matter, Northwest Coalition errs in suggesting that the Commission
does not dispute that the final rule may have significant impacts on the environment and
that the precise impact would be too difficult to pinpoint. Rather, the Commission found
that any consideration of whether the final rule could potentially have significant
environmental impacts would be so speculative as to render meaningless any

environmental analysis of these hypothetical impacts.”®

87 Id. at 34.

788 Northwest Coalition Request for Rehearing at 60.

789 Id.

0 Order No. 872, 172 FERC 9 61,041 at PP 717-719. We note that CEQ issued a
final rule, Update to the Regulations Implementing the Procedural Provisions of the
National Environmental Policy Act, 85 FR 43,304 (July 16, 2020) (to be codified at 40 CFR
pts. 1500-08, 1515-18), which became effective as of September 14, 2020. The final rule
replaces the requirement for agency consideration of “direct, indirect, and cumulative
effects” of a proposed action, with agency consideration of environmental effects “that are
reasonably foreseeable and have a reasonably close causal relationship.” 40 CFR 1508.1(g).
CEQ explains that agencies should not consider effects that are “remote in time,
geographically remote, or the result of a lengthy causal chain.” Under this standard, the
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426. Moreover, the Commission did not reach this conclusion based on an inability to
“pinpoint” precise impacts. Rather the Commission made this determination based on,
among other things, the inability to provide any reasonable forecast of the effects of the
final rule on the environment. This is the case not only because it is not possible to
predict how the states will exercise the increased flexibilities provided by the final rule
and whether the effects, if any, of such state actions will encourage or discourage
renewable resources as opposed to fossil-fueled resources, but also because any
environmental effects on resources such as land use, vegetation, and water quality are all
dependent on location, which is unknown at this time and could be anywhere in the United
States.”!

427. We also reject Northwest Coalition’s argument that in making an impact
determination, the Commission erroneously considered whether the final rule “will,”
rather than “may,” have a significant impact on the environment. In explaining why no
EA or EIS was required, the Commission stated that any consideration of whether the
final rule could potentially result in significant new environmental impacts due to less QF
development and increased development of coal, nuclear, and combined cycle natural gas

plants, would be highly speculative, based on the difficulty in determining which

mere fact that an effect might not occur “but for” the project is not sufficient to trigger a
NEPA analysis; rather, there must be a “reasonably close causal relationship” between the
proposed action and the effect, “analogous to proximate cause in tort law.” Update to the
Regulations Implementing the Procedural Provisions of the National Environmental Policy
Act, 85 FR at 43,343.

™ 1d,
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additional flexibilities the final rule provides to the states that each state will adopt, if any;
how such state rules would impact QF development going forward; and whether any
reduction in QF renewables would be replaced by the much greater amount of non-QF
renewable resources with similar environmental characteristics.”?

428. Public Interest Organizations’ reliance on Mid States Coal. for Progress v. Surface
Transp. Bd ™ to support its claim that NEPA applies when an agency makes decisions
which permit actions by other parties that will impact the environment is misplaced. In
that case, parties challenged the permitting of a railroad extension that would transport
coal to the Midwest, resulting in an increased availability of coal at reduced rates. The
court found that the EIS prepared for the railroad extension had failed to address the
indirect impacts of air emissions resulting from the consumption of this coal when it was
used to generate electricity, even though the railroad had not yet signed any contracts to
haul this coal. The court noted that “if the nature of the effect is reasonably foreseeable
but its extent is not . . . the agency may not simply ignore the effects.””** In contrast to
this proceeding, in Mid States Coal. for Progress v. Surface Transp. Bd, it was undisputed
that the proposed rail line would increase the use of coal for power generation; the Surface
Transportation Board itself had concluded that its action would lead to increased mining

and air emissions but then failed to address those impacts in the EIS. Here, the

™2 Id. P 717. (emphasis added).
™3 Mid States Coal. for Progress v. Surface Transp. Bd., 345 F.3d 520.

™4 Id. (emphasis in original).
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Commission did not conclude that the final rule would have identifiable environmental
impacts; on the contrary, it explained in detail why any potential impacts from the final
rule are not reasonably foreseeable.

429. Public Interest Organizations’ reliance on Scientists’ Institute for Public
Information, Inc., v. AEC™ is equally misplaced. There, the D.C. Circuit faulted the
Atomic Energy Commission (AEC) for failing to prepare a NEPA analysis for its
proposed liquid metal fast breeder reactor program. The D.C. Circuit noted that AEC had
prepared a complex cost/benefit analysis in attempting to justify the proposed program but
failed to include a consideration of the environmental costs and benefits associated with
the proposed program. The court was persuaded that a NEPA analysis should have been
prepared because AEC had existing detailed estimates on the amount of waste and the
amount of land area necessary for storage of the waste, as well as “much information on
alternatives to the program and their environmental effects.”’®® In contrast here, for the
reasons discussed in the final rule and herein, the Commission has no existing detailed or
quantifiable information, nor is such information attainable, with respect to future actions
that might or might not occur as a result of the final rule that would assist us in a

meaningful analysis.”’

5 Scientists’ Institute for Public Information, Inc. v. AEC, 481 F.2d 1079.
796 Id

™7 Order No. 872, 172 FERC 9 61,041 at PP 718-19.



Docket Nos. RM19-15-001 and AD16-16-001 - 281 -

430. We also disagree with Public Interest Organizations’ arguments that “substantial
questions” have been raised with respect to potential significant environmental impacts
such that the Commission must prepare an EA or EIS for the final rule.””® Courts have
found that the applicable standard for determining whether substantial questions have
been raised is whether the “alleged facts if true, show that the proposed project may
significantly degrade some human environmental factor.””® Public Interest
Organizations’ arguments are based not on alleged facts, but on speculative assumptions
which the Commission considered and addressed in the final rule.®*® Public Interest
Organizations’ reliance on LaFlamme v. FERC® is without merit. There, the
Commission approved the construction of a new hydroelectric project without benefit of
an EA or an EIS. The court found that substantial questions had been raised regarding
identifiable potential impacts from site specific activities. 3> In contrast, the final rule
does not authorize any site-specific activities for which there are identifiable potential

impacts; as discussed above, the final rule does not authorize any specific projects.

™8 Northwest Coalition Request for Rehearing at 57 (citing LaFlamme v. FERC,
852 F.2d at 397); Public Interest Organizations Request for Rehearing at 17 (citing
Greenpeace Action v. Franklin, 14 F.3d at 1332).

™ Foundation for N. Am. Wild Sheep v. USDA, 681 F.2d 1172, 1177-78 (9th Cir.
1982).

800 Order No. 872, 172 FERC 461,041 at PP 717-19, 731-36.
801 1 aFlamme v. FERC, 852 F.2d at 389.

802 1. at 397 (finding that substantial questions were raised about potential
“significant environmental degradation [of a hydropower project] due to both its site-
specific impact on recreational use and visual quality and its cumulative impact[s]”).
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431. Greenpeace Action v. Franklin®® is similarly inapposite. There, the National

Marine Fisheries Service prepared an EA for proposed fishery harvest specifications for
pollock that concluded in a finding of no significant impacts on the Stellar sea lion, whose
diet included a significant amount of pollock.3** The National Marine Fisheries Service
determined that, while it was uncertain there would be adverse impacts on the Stellar sea
lion, it would take precautions and impose management measures to provide an adequate
buffer against any adverse impacts. The court rejected plaintiff’s claim that the National
Marine Fisheries Service should have prepared an EIS based on plaintiff’s competing
affidavits with respect to National Marine Fisheries Service’s findings. While the court
cited the general principle that an agency must prepare an EIS if substantial questions are
raised as to environmental impacts, the court found that petitioner’s affidavits did not set
forth facts demonstrating there would be significant impacts on the Stellar sea lion; rather
they only demonstrated “uncertainty as to how pollock fishing affects the sea lion, which
is undisputed.”8% The court declined to set aside the National Marine Fisheries Service’s
findings because there was no disagreement over whether the proposed action impact may
have a significant impact on the environment but rather “represent[ed] a difference of

scientific opinion” over the extent of potential impacts.36

803 Greenpeace Action v. Franklin, 14 F.3d 1324.
804 1d. at 1327.
805 1d. at 1333,

806 14 (emphasis added). Plaintiffs in this case also cited several cases to support
its claim that the very existence of uncertainty mandates the preparation of an EIS.
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432. We also reject Northwest Coalition’s claim that the Commission must consider the
impacts of reasonably foreseeable future actions even if there is no specific proposal,
asserting there are previous experiences on how states have allegedly reacted to prior
PURPA Regulations. Specifically, Northwest Coalition argues the Commission must
assume that under the new rules the states will eliminate the right to fixed-price contracts
and, therefore, the development of new QFs will halt.®” Public Interest Organizations
allege that the environmental impacts of removing major incentives for emissions-free

808 Northwest Coalition’s and

renewable resources will be significant and far-reaching
Public Interest Organizations’ arguments would require the Commission first to make
highly speculative and hypothetical assumptions about future state action on QFs and that
all QFs are renewables, as well as unrealistic and unsupported assumptions as to whether
such actions would impact renewable QFs more than emitting QFs.

433. As discussed in the final rule, an agency “is not required to engage in speculative

analysis” or “to do the impractical, if not enough information is available to permit

However, the court noted that because the cases cited “deal not with whether an impact
statement should be prepared, but with what information should be included in an impact
statement after it has been judged necessary, they do not stand for the proposition that the
existence of uncertainty mandates the preparation of an impact statement.” Id. at 1334
n.11.

897 Northwest Coalition Request for Rehearing at 59.

808 Pyblic Interest Organizations Request for Rehearing at 34.
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meaningful consideration” or to “foresee the unforeseeable.”3?” Further, the Commission
explained that the final rule “continues to give states wide discretion and it is impossible
to know what the states may choose to do in response to [the final rule], whether they will
make changes in their current practices or not, and how those state choices would impact
QF development and the environment in any particular state, let alone any particular
locale.”81?

434. Public Interest Organizations cite National Parks & Conservation Ass’n v. Babbitt
for the proposition that an EA or EIS is required “where uncertainty may be resolved by
further collection of data.3!" Here, attempting to collect further data or information would

not resolve uncertainty; the Commission has explained that it is not possible to collect

detailed or quantifiable information regarding future QF development.®'? This contrasts

809 See Order No. 872, 172 FERC 9 61,041 at P 716 (citing N. Plains Res. Council
v. Surface Transp. Board, 668 F.3d at 1078-79; Concerned About Trident v. Rumsfeld,
555 F.2d at 830).

810 1d. P 714.

81 National Parks & Conservation Ass’n v. Babbitt, 241 F.3d 722, 732 (9th Cir.
2001) (emphasis added).

812 We also disagree with Public Interest Organizations’ assertion that because the
Commission is faced with incomplete or unavailable information, the CEQ regulations
state the Commission must include in an EIS a summary of existing credible scientific
evidence that is relevant to evaluating the reasonably foreseeable impacts of a proposed
action. Public Interest Organizations Request for Rehearing at 23-24 (citing 40 CFR
1502.22(b)(3)—(b)(4)). This regulation is inapplicable to the final rule, as it contemplates
that an EIS has been prepared, and that there are reasonably foreseeable impacts for
which existing credible scientific evidence may be relevant (emphasis added). The
Commission did not prepare an EIS because there are no reasonably foreseeable impacts
for the reasons discussed in the final rule and herein.
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with National Parks & Conservation Ass’n v. Babbitt, where the National Park Service
issued an EA finding that a substantial increase in cruise ship traffic entering Glacier Bay
National Park and Preserve would have no significant impact on the environment. In
requiring the National Park Service to prepare an EIS, the court explained that scientific
evidence provided by the National Park Service’s own studies “revealed very definite
environmental effects,” and the National Park Service’s EA established that information
was “obtainable and that it would be of substantial assistance” in considering the
environmental impacts of the increased cruise ship traffic.?1

435. We also reject Northwest Coalition’s and Public Interest Organizations’ claims that
the Commission improperly relied on Center for Biological Diversity v. llano, because,
they assert, the final rule legally alters the “status quo.” The court in Center for Biological
Diversity held that an EIS is not required where a proposed action does not change the
status quo, and defined changes in the status quo as those “alter[ing] future land use or
otherwise foreseeably impact[ing] the environment.”%!* The court further explained that
“‘[1Jong-range aims are quite different from concrete plans,” and ‘NEPA does not require
an agency to consider the environmental effects that speculative or hypothetical projects

might have . . . "85 While the final rule results in changes to the implementation of the

original PURPA Regulations, the final rule does not change the status quo as

813 National Parks & Conservation Ass’n v. Babbitt, 241 F.3d 732.
814 Ctr. for Biological Diversity v. Ilano, 928 F.3d at 781.

815 Id. at 780 (quoting Northcoast Envtl. Ctr. v. Glickman, 136 F.3d at 668).
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contemplated by NEPA. It does not direct or preclude the development of any project or
otherwise require entities to take actions that foreseeably alter future land use or otherwise
result in foreseeable environmental impacts. As discussed in the final rule, it is not
possible to make simplifying assumptions that the mere implementation of the revised
regulations necessarily would result in specific changes in the development of particular
generation technologies compared to the status quo.?'® The final rule is premised on a
finding that, even after the revisions, the PURPA Regulations will continue to encourage
QF development while addressing concerns about how PURPA works in today’s electric
markets; therefore, there it cannot be presumed that the rule will result in a reduction in
QF development or a change in the type of QFs that are built. The impact, if any, of the
final rule on QF development is both uncertain or unknowable.?'” As the court found in
Center for Biological Diversity, such speculative environmental consequences are not
required to be analyzed under NEPA.%'® Thus, the Commission cannot analyze
environmental impacts in this case, when such an analysis could only be done if multiple,

unlikely, and unreasonable assumptions are made as to the variables above.?"

816 Order No. 872, 172 FERC 4 61,041 at P 733.

817 Id. P 716 (citing Dep’t of Transp. v. Pub. Citizen, 541 U.S. at 767; Metro.
Edison Co. v. People Against Nuclear Energy, 460 U.S. at 774).

818 Ctr. for Biological Diversity, 928 F.3d at 781 (citing Northcoast Envtl. Ctr. v.
Glickman, 136 F.3d at 668).

819 See Order No. 872, 172 FERC 9 61,041 at PP 733-35.
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2. A Categorical Exclusion Applies

436. The Commission found as a separate and independent alternative basis for
concluding that no environmental analysis is warranted that the final rule falls within the
categorical exclusion for rules that, as relevant here: (1) are clarifying in nature; (2) are
corrective in nature; or (3) are procedural in nature.%*

437. The Commission explained that clarifying changes include those that clarify how
market prices can be used to set as-available energy rates, the changes clarifying how
fixed energy rates in contracts or LEOs may be determined, and the changes clarifying
how competitive solicitations can be used to set avoided cost rates.®?!

438. The Commission stated that corrective changes include those needed in order to
ensure that a regulation conforms to the requirements of the statutory provisions being
implemented by the regulation. The Commission noted that it does not find that its
existing PURPA Regulations were inconsistent with the statutory requirements of PURPA
when promulgated. The Commission found instead that the changes adopted in the final

rule are required to ensure continued future compliance of the PURPA Regulations with

820 1d. P 720 (citing 18 CFR 380.4(a)(2)(ii)). The exclusion applies to a fourth type
of rule, the promulgation of regulations “that do not substantially change the effect of . . .
regulations being amended.” Further, although not challenged on rehearing, the final rule
noted two revisions that are procedural in nature: the revision to procedures that apply to

QF certification and the revision to the Commission’s Form No. 556, used by QFs seeking
certification. Id. P 727.

821 14 P 721.
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PURPA, based on the changed circumstances found by the Commission in the final
rule. 2

439. The Commission found that three aspects of the final rule are corrective in nature.
The first is the change allowing states to require variable energy rates in QF contracts.

The Commission explained this change is required based on the Commission’s finding
that, contrary to the Commission’s expectation in 1980, there have been numerous
instances where overestimates and underestimates of energy avoided costs used in fixed
energy rate contracts have not balanced out, causing the contract rate to violate the
statutory avoided cost rate cap. The Commission explained that giving states the ability to
require energy rates in QF contracts to vary based on the purchasing utility’s avoided cost
of energy at the time of delivery ensures that QF rates do not exceed the avoided cost rate
cap imposed by PURPA 3%

440. The second corrective aspect is the change in the PURPA Regulations regarding
the determination of what facilities are located at the same site for purposes of complying
with the statutory 80 MW limit on small power production facilities located at the same
site.3?4 The Commission explained that it found, based on changed circumstances, that the

current one-mile rule is inadequate to determine which facilities are located at the same

site. The Commission determined that, based on this finding, the Commission was

822 1d. P 722.
823 1d. P 723.

824 14 P 724
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obligated by PURPA to revise its definition of when facilities are located at the same
site.82

441. The third corrective aspect relates to the implementation of PURPA section
210(m). The Commission explained that this statutory provision allows purchasing
utilities to terminate their obligation to purchase from QFs that have nondiscriminatory
access to certain statutorily-defined markets, which the Commission has determined to be
the RTO/ISO markets.3?® The Commission explained that the final rule updates the
presumption in the PURPA Regulations that QFs with a capacity of 20 MW or less do not
have non-discriminatory access to such markets, reducing the threshold for such
presumption to 5 MW, 3?7

442. The Commission explained that, since the 20-MW threshold was established in
2005, the RTO/ISO markets have matured and the industry has developed a better
understanding of the mechanics of market participation.®?® The Commission added that
this determination rendered inaccurate the presumption currently reflected in the PURPA

Regulations that QFs of 20 MW and below do not have non-discriminatory access to the

relevant markets.®”” The Commission explained that, once the Commission made this

825 Id.
826 14 P 725.
827 Id.
828 Id. P 726.

9 1d,
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determination, it was appropriate for the Commission to update the 20 MW threshold to

comply with the requirements of PURPA section 210(m).33¢
a. Exception to Categorical Exclusion
i. Requests for Rehearing

443. Northwest Coalition and Public Interest Organizations assert that, as a threshold
matter, the final rule does not qualify for a categorical exclusion because the
Commission’s regulations provide that, “[w]here circumstances indicate that an action
may be a major Federal action significantly affecting the quality of the human
environment,” the Commission will prepare either an EA or an EIS.%*! They add that the
Commission’s regulations provide that an exception to a categorical exclusion may exist
»832

“[w]here the environmental effects are uncertain.

ii. Commission Determination

444. We disagree that the Commission’s exceptions to categorical exclusions preclude
the application of a categorical exclusion to the final rule. The CEQ regulations state that
a categorical exclusion applies to an action that does not individually or cumulatively have
a significant effect on the environment and an agency’s categorical exclusion procedures

should provide for limitations on the use of a categorical exclusion where “extraordinary

830 Id.

831 Northwest Coalition Request for Rehearing at 62; Public Interest Organizations
Request for Rehearing at 36 (citing 18 CFR 380.4(b)(1)).

832 Northwest Coalition Request for Rehearing at 62; Public Interest Organizations
Request for Rehearing at 36 (citing 18 CFR 380.4(b)(1)).
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circumstances” indicate that a normally excluded action may have a significant
environmental effect.®** The Commission’s regulations provide a list of these
extraordinary circumstances, which are effects on Indian lands; Wilderness areas; Wild
and Scenic rivers; Wetlands; Units of the National Park System, National Refuges, or
National Fish Hatcheries; Anadromous fish or endangered species; or where
environmental effects are uncertain.®** None of these extraordinary circumstances are
present here except to the extent the environmental effects are uncertain. The final rule
explained in detail why any potential environmental impacts are uncertain and unknown
as they are too speculative to provide an EA or EIS that would meaningfully inform the
Commission.?¥ In any case, the Commission’s regulations state that the presence of one
or more of the extraordinary circumstances “will not automatically require . . . the

2836

preparation of an environmental assessment or an environmental impact statement.

b. Applying a Categorical Exclusion for Clarifying and
Corrective Actions is Appropriate

i. Requests for Rehearing

445. Northwest Coalition and Public Interest Organizations also dispute that the final

rule falls under the categorical exclusion for actions that are clarifying or corrective in

833 40 CFR 1508.4.
834 18 CFR 380.4(b)(ii).
835 Order No. 872, 172 FERC 9 61,041 at P 716.

836 18 CFR 380.4.
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nature.3” Northwest Coalition argues that the final rule is not merely clarifying in nature
but rather a major change in policy.**® Northwest Coalition highlights what it deems the
Commission’s decision to change its long-standing precedent by allowing use of RFPs as
the exclusive means for all QFs to obtain a long-term contract to sell energy and
capacity.®® Northwest Coalition further argues that overruling existing precedent is not
clarifying and the new policy will result in loss of existing QF capacity.34’

446. Northwest Coalition asserts that the Commission’s reliance on the ‘corrective’
exclusion fails because it is contrary to what Northwest Coalition deems the “obvious
intent” of the categorical exclusion for corrective changes to regulations.”®"! Northwest
Coalition opines that the categorical exclusion applies only to an action “to correct an
error, such as a misplaced word or mis-numbered section.”®? Northwest Coalition also

contends that the Commission cites no authority to find that changes that are corrective in

nature include “changes needed in order to ensure that a regulation conforms to the

837 Northwest Coalition Request for Rehearing at 62-63; Public Interest
Organizations Request for Rehearing at 35.

838 Northwest Coalition Request for Rehearing at 63.

839 Id. We address in section II1.B.5 above Northwest Coalition’s challenge to the
competitive solicitation framework itself.

840 17
841 1d. at 63-64.

82 Id. at 64.
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requirements of the statutory provisions being implemented by the regulation.”34?

Northwest Coalition asserts that, as noted in Commissioner Glick’s dissent, this
interpretation would exempt from NEPA analysis virtually any action the Commission
takes under any of its enabling statutes.®*4

447. Public Interest Organizations assert that the Commission fails to cite precedent for
using multiple exclusionary categories for “such an impactful rulemaking.”®¥5 Public
Interest Organizations suggest that doing so is a red flag that what they deem sweeping
changes in the final rule are not suited for a categorical exclusion.34¢

448. Finally, Public Interest Organizations argue the Commission failed to engage in the
appropriate scoping in determining that a categorical exclusion was appropriate. Public
Interest Organizations assert that CEQ regulations require a federal agency to engage in
scoping, which is defined in relevant part: “There shall be an early and open process for
determining the scope of issues to be addressed and for identifying the significant issues
related to a proposed action.”®¥7 Public Interest Organizations note that the CEQ

regulations define “NEPA process” to mean “all measures necessary for compliance with

843 Id. at 63 (quoting Order No. 872, 172 FERC 9 61,041 at P 722).

844 1d_ at 63-64 (citing Order No. 872, 172 FERC 9 61,041, Glick, Comm’r,
dissenting in part at P 26).

345 Public Interest Organizations Request for Rehearing at 35-36.
846 Id. at 35.

847 Id. at 41 (citing 40 CFR 1501.7).
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the requirements of section 2 and Title 1 of NEPA.”%8 Public Interest Organizations
conclude that taken together, these two regulations require the application of scoping to
the entire NEPA process, including the application of a categorical exclusion.?

11. Commission Determination

449. We affirm the alternative finding that the final rule was properly categorically
excluded because it is clarifying and corrective in nature. Northwest Coalition’s
arguments are based primarily on what they deem to be the appropriate interpretation of
the Commission’s categorical exclusion regulation, rather than providing supporting
precedent.®

450. Northwest Coalition specifically challenges the use of the clarifying categorical
exclusion for the changes to the competitive solicitation process (allowing the use of RFPs
as the means for QFs to obtain long-term contracts).®! We affirm that the final rule’s
treatment of competitive solicitations is clarifying in nature because competitive
solicitations are already often used by industry to set capacity rates in both PURPA and

non-PURPA contexts. Additionally, by including the standards discussed in the Allegheny

Principles and elaborating on how states may conduct competitive solicitations as the

848 Id. (citing 40 CFR 1508.21).
849 17
850 Northwest Coalition Request for Rehearing at 62-64.

851 Id. at 63. We address in section II1.B.5 above Northwest Coalition’s challenge
to the competitive solicitation framework itself.
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Commission explained in prior precedent,®? the Commission clarified, formalized, and
consolidated existing policy.®> Finally, the final rule clarifies and follows logically from
Commission precedent by requiring that, if a utility places its own capacity in competitive
solicitations held at regular intervals and satisfies its capacity needs only through
competitive solicitations following the procedural requirements formalized in the final
rule, then that utility need not have an alternative avoided cost capacity rate for QFs
because it no longer has any avoided capacity costs.

451. We also affirm that the final rule was corrective in nature. With respect to the
challenge to variable energy rates in the QF contracts or LEOs, the Commission found
that, contrary to expectations in 1980, there are numerous instances where overestimates
and underestimates of energy avoided costs used in fixed energy rates did not balance-out
over the long term.3* Such an imbalance resulted in long-term fixed avoided cost energy
rates well above the purchasing utility’s avoided costs for energy.3>> This result is

prohibited by PURPA section 210(b).3%¢ The Commission’s actions to adjust the QF rate

852 E.g., Hydrodynamics, 146 FERC 9 61,193 at PP 31-35; City of Ketchikan, 94
FERC 9 61,293 at 62,061; Bidding NOPR, FERC Stats. & Regs. § 32,455 at 32,030-42.

853 See Order No. 872, 172 FERC 9 61,041 at P 430 (citing Allegheny Energy, 108
FERC 961,082 at P 18).

854 14 PP 283, 723.
855 14. P 283.

856 Id.
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framework are necessary to harmonize the Commission’s regulations with this underlying
finding and to comply with the statutory provisions of PURPA section 210(b).

452. We also find that the Commission’s interpretation that corrective actions include
those that ensure that a regulation conforms to the requirements of the statutory provisions
being implemented by the final rule is appropriate. We disagree that such an
interpretation sets a precedent for evading NEPA analysis for future Commission actions.
The Commission considers all matters before it, including rulemakings, on a case-by-case
basis to determine whether an EIS, EA or a categorical exclusion is appropriate based on
the facts and circumstances of each matter. Further, in this case the Commission is not
relying on general statutory standards, such as the just and reasonable standard under the
FPA, but specific statutory requirements that the Commission may not require above
avoided cost rates, that small power production facilities located at a single site may not
exceed 80 MW, and that the mandatory purchase obligation may be terminated with
respect to QFs with nondiscriminatory access to certain markets.

453. We also disagree with Public Interest Organizations’ claim that the Commission
inappropriately relied on multiple exclusionary categories in determining that the final
rule was subject to a categorical exclusion. As an alternative to its explanation that the
effect of the final rule are so speculative as to preclude the preparation of an
environmental analysis, the Commission applied a single categorical exclusion that
provides four possible bases for its application, including, as relevant here, that the

rulemaking is clarifying, corrective, or procedural in nature. The categorical exclusion
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does not limit the Commission to invoking only one of these bases, nor do Public Interest
Organizations elaborate on why the Commission is precluded from doing so.
454. Finally, contrary to Public Interest Organizations’ claim, the Commission was not
required to initiate a scoping process for the application of the categorical exclusion to the
final rule. Public Interest Organizations appear to erroneously conflate the definition of
“scoping process” with the definition of “NEPA process.” The CEQ regulations address
requirements for scoping only when an EIS is prepared.® Notwithstanding that there is
no requirement to provide for scoping for a categorical exclusion, all commenters,
including Public Interest Organizations, now have had ample opportunity to provide
comments on the application of the categorical exclusion, which they have presented in
their rehearing requests.
3. That the Commission Prepared NEPA Analyses for the
Promulgation of the Original PURPA Rule and Other Prior

Rulemakings Does Not Mean that Such Analysis Was Possible or
Required Here

455. As discussed in the final rule, the Commission prepared an EA and EIS for its

initial rules implementing PURPA in 1980.3%® The Commission explained that the EA for

85740 CFR 1501.7 (“As soon as practicable after its decision to prepare an
environmental impact statement and before the scoping process the lead agency shall
publish a notice of intent” to prepare an EIS). Moreover, CEQ guidance addressing
whether scoping applies to EAs, states that where an EA is being prepared, “useful
information might result from early participation . . . in a scoping process” CEQ, Forty
Most Asked Questions Concerning CEQ’s National Environmental Policy Act
Regulations, 46 FR 18,026, Q. 13 (Mar. 17, 1981) (emphasis added).

88 Order No. 872, 172 FERC 9§ 61,041 at P 728.
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Order No. 70 was based on a market penetration study and that, to carry out the market
penetration study, the EA had to make the simplifying assumption that the mere
implementation of PURPA would necessarily result in the development and operation of
certain types of generation facilities that would not otherwise be developed.? The
Commission stated that, based on these types of facilities, the EA conducted in 1980
identified specific resource conflicts related to each type of facility, which were nothing
more than a generalized listing of potential impacts.3¢?

456. The Commission addressed comments on the NOPR that asserted that a NEPA
analysis similarly should be possible for this rulemaking. The Commission explained that
the assertions are undermined by the fact that circumstances have changed significantly
since the promulgation of the original PURPA Regulations in 1980.%¢! The Commission
explained that, prior to 1980, essentially no QF generation technologies or other
independent generation facilities (other than those used to supply the loads of the owners
rather than to sell at wholesale) had been constructed. The Commission explained that by

contrast, today QF generation technologies and other independent generation facilities are

common, and they are predominantly built and operated outside of PURPA.

859 Id. P 729 (citing Order No. 70-E, 46 FR 33,025, 33,026 (June 18, 1981); Small
Power Production and Cogeneration Facilities--Environmental Findings, No Significant
Impact and Notice of Intent To Prepare Environmental Impact Statement, 45 FR 23,661,
23,664 (Apr. 8, 1980) (Original PURPA EA)).

860 Original PURPA EA, 45 FR at 23,664.

81 Order No. 872, 172 FERC 9§ 61,041 at P 731.
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457. The Commission further explained that, because there was virtually no QF or
independent power development in 1980, the original PURPA EA could reasonably
project that the incentives created by PURPA and the original PURPA Regulations would
lead to increased development of power generated by QF technologies.®¢? The
Commission stated that its market penetration study was based on these projections.

458. The Commission noted that, by contrast, it is not possible here to make simplifying
assumptions that the mere implementation of the revised regulations necessarily would
result in specific changes in the development of particular generation technologies
compared to the status quo.®®® The Commission explained that the revisions to the
PURPA Regulations are premised on a finding that, even after the revisions, the PURPA
Regulations will continue to encourage QFs. The Commission found that, consequently,
there is no way to estimate whether any reduction in QF development, as opposed to the
status quo, will be focused on one or more of the many different types of QF technologies,
some of which are renewable resources and some of which are fueled by fossil fuels®*
and have emissions comparable to non-QF fossil fueled generators. The Commission

explained that, because the rule primarily increases state flexibility in setting QF rates,

including giving states the option of not changing their current rate-setting approaches,

862 1d. P 732.
863 1d. P 733.

864 This would include both cogeneration, which typically is fossil fueled, and those
small power production facilities that are fueled by waste, which would include a range of
fossil fuel-based waste. See 18 CFR 292.202(b), 292.204(b)(1).
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there is no way to develop any estimate of the location or size of any hypothetical
reduction in QF development.

459. The Commission stated that renewable generation technologies today are
commonly, and even predominantly, built and operated outside of PURPA 365 The
Commission explained that current projections show that most new generation
construction will be of renewable resources®®® and cost of renewables has declined so
much that in some regions renewables are the most cost effective new generation
technology available.3” The Commission found that, even if the final rule were to result
in reduced renewable QF development, there is little likelihood today that hypothetical,
unbuilt QFs necessarily would be replaced by new conventional fossil fuel generation.
460. The Commission found that, alternatively, in the absence of these hypothetical,
unbuilt QFs, existing generation units—whose current emissions, if any, would already be
part of the baseline for any environmental analysis of the impacts of the final rule—might
continue to operate without any change in their emissions; in sum, in the absence of these
hypothetical, unbuilt QFs, emissions would remain at the baseline and might not increase

at all.¥® The Commission explained that, in the current environment where stagnant load

865 Order No. 872, 172 FERC 9§ 61,041 at P 734.

866 E1IA, Annual Energy Outlook 2020, at tbl. 9 (Jan. 29, 2020) (in table see rows
labeled Cumulative Planned Additions and Cumulative Unplanned Additions in the
reference case) (Annual Energy Outlook 2020), https://www.eia.gov/outlooks/aeo/.

87 Order No. 872, 172 FERC 9 61,041 at P 734.

868 Id. P 735.
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growth has prevailed in recent years, this would seem to be a more likely scenario than an
alternative where these hypothetical, unbuilt QFs are replaced by brand new fossil fuel
generation that would increase emissions over the baseline.

461. The Commission explained that, given these facts, it would not be possible to
perform a market penetration study of the effects of the final rule that would not be wholly
speculative.®®® The Commission found that, without such a study, there could be no
analysis defining the types and geographic location of facilities that could serve as the
basis for any NEPA analysis similar to that performed in 1980.

a. Requests for Rehearing

462. Northwest Coalition and Public Interest Organizations assert that, in addition to the
NEPA analysis for Order No. 70, the Commission has conducted a NEPA analysis for
prior rulemakings, which they argue undermines the Commission’s claim that the impacts
here are too speculative and uncertain to prepare an EA or EIS.?”* Specifically, Northwest
Coalition and Public Interest Organizations point to the competitive bidding NOPR under

section 210 of PURPA®"! and Order No. 888.872

89 Id. P 736.

870 Northwest Coalition Request for Rehearing at 59; Public Interest Organizations
Request for Rehearing at 26-30.

871 Northwest Coalition Request for Rehearing at 59; Public Interest Organizations
Request for Rehearing at 28 (citing Bidding NOPR, FERC Stats. & Regs. 432,455 at
32.047).

872 Northwest Coalition Request for Rehearing at 59; Public Interest Organizations
Request for Rehearing at 29 (citing Promoting Wholesale Competition Through Open
Access Non-Discriminatory Transmission Services by Public Utilities, Recovery of
Stranded Costs by Public Utilities and Transmitting Utilities, Order No. 888, FERC Stats.
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463. Public Interest Organizations argue that, because an EA was prepared for Order
No. 70, the Commission “has experience doing the very thing it alleges is so impossibly
burdensome.”®”® Public Interest Organizations add that, with respect to Order No. 70, the
Commission acknowledged that its NEPA analysis contains uncertainties but is
nevertheless required to assess the environmental effects to the fullest extent possible.’74
They add that Order No. 70 states that the proposed rules did not authorize or fund a
particular project or forbid or authorize the use of certain fuels, but the Commission
nevertheless prepared a NEPA analysis.®” Public Interest Organizations also argue that,
in Order No. 70, the Commission was able to develop a specific methodology for
predicting its effects on QF development and should be able to do so here as well.3
464. Northwest Coalition asserts that that the Commission’s statement in the final rule

that the NEPA analysis for Order No. 70 was simpler (because very few renewable

cogeneration facilities were online prior to the rule) fails to address how the Commission

& Regs. 431,036 (1996) (cross-referenced at 75 FERC 9 61,080 and 61 FR 21,540 (May
10, 1996)), order on reh’g, Order No. 888-A, FERC Stats. & Regs. 9§ 31,048 (cross-
referenced at 78 FERC 4 61,220 and 62 FR 12,274 (Mar. 14, 1997)), order on reh’g,
Order No. 888-B, 81 FERC 9 61,248 (1997) (cross-referenced at 62 FR 64,688 (Dec. 9,
1997), order on reh’g, Order No. 888-C, 82 FERC 9§ 61,046 (1998), aff’d in relevant part
sub nom. Transmission Access Pol’y Study Grp. v. FERC, 225 F.3d 667, aff’d sub nom.
N.Y. v. FERC, 535 U.S. 1 (2002)).

873 Public Interest Organizations Request for Rehearing at 26.
874 Id. at 26-27 (citing Order No. 70, FERC Stats. & Regs. §30,134).
85 Id. at 27.

876 1d,



Docket Nos. RM19-15-001 and AD16-16-001 - 303 -

was able to conduct NEPA analyses for later rulemakings with equal or greater magnitude
and complexity than the current case.?”” Similarly, Public Interest Organizations claim
that the Commission cannot underplay its past modeling efforts and could use similar
methodology, or advancements in modern modeling software that has significantly
improved over the last 40 years, to model the final rule’s potential impacts.”® As an
example, Northwest Coalition and Public Interest Organizations point to the
Commission’s environmental analysis for the competitive bidding NOPR and Order

No. 888, which they claim involved uncertainties and more complex market changes than
the final rule.?” Related to Order No. 888 specifically, Public Interest Organizations
argue that the Commission was able to conduct complex modeling to forecast emissions
based on simulations of power generation patterns and should be able to reverse the

880

modeling here to forecast the effects of the final rule.

b. Commission Determination

465. We reiterate that the Commission considers all matters before it, including
rulemakings, on a case-by-case basis as to whether an EIS, EA, or a categorical exclusion

is appropriate. As the Commission stated in the final rule, the basis for its NEPA analysis

877 Northwest Coalition Request for Rehearing at 59.
878 Public Interest Organizations Request for Rehearing at 29.

879 Northwest Coalition Request for Rehearing at 59; Public Interest Organizations
Request for Rehearing at 28-29.

880 Pyblic Interest Organizations Request for Rehearing at 29-30.
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for Order No. 70 was the ability to conduct a market penetration study.®¥! However,
circumstances since the promulgation of Order No. 70 have changed significantly, making
it impossible to perform a market penetration study of the effects of the final rule that
would not be wholly speculative. This is due in large part to the fact that renewable
technologies that are commonly adopted by QFs are also commonly adopted by non-QF
generation developers today.%? In contrast, in 1980, essentially no QF technologies,
renewable or otherwise, were being built by non-QFs.33 Thus, it was possible in 1980 to
assume that certain generation technologies would only be deployed if the PURPA
Regulations were issued, and that assumption enabled a market penetration study that
could underpin an analysis of the environmental impact of deploying those
technologies.®¥* These same assumptions cannot be made today. Renewable technology,
for example, is being widely deployed without PURPA support; thus, it is impossible to
assume that any potential impact of this rule change will necessarily reduce the

deployment of renewables because PURPA is no longer the only route, or even the

881 Order No. 872, 172 FERC 9§ 61,041 at P 729.
82 1d. P 731.
883 11

884 Id. PP 731-32.
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predominant route, to such development.® To the contrary, as much as 90 percent of all
renewable capacity placed in service today was developed outside of PURPA %8¢

466. We also disagree with Northwest Coalition’s and Public Interest Organizations’
arguments that the Commission should be able to prepare a NEPA analysis similar to
those for the competitive bidding NOPR and Order No. 888, using similar methodology
and advancements in modern modeling software. Contrary to Northwest Coalition’s and
Public Interest Organizations’ assertions, the Commission’s ability to prepare NEPA
analyses in these prior rulemakings does not facilitate our ability to prepare an EA or EIS
for this rulemaking. While we agree that modelling technology has advanced since the
Commission conducted a NEPA analysis in these prior rulemakings, the Commission
would be required to make too many unsupported assumptions to undertake an analysis in
this case, which would result in a speculative and meaningless analysis.

467. For example, the Commission would need to assume that all affected QFs would be
renewables and all replacement utility generation would be conventional emitting
resources, which as previously explained would not necessarily be true in either case.%¥
Similar to the original PURPA rulemaking, the technologies that could qualify for QF
status and independent generation more broadly were not widely used outside of the

PURPA context when studies were conducted for the competitive bidding NOPR, so the

885 1d. PP 731-34.
886 See id. P 240.

87 Id. P 734.
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Commission could make basic assumptions about the effects the competitive bidding
NOPR would have on QF development.®® The same assumptions cannot be made about
the final rule as the technologies that renewable QFs use are now widespread and
developed outside of PURPA, making any market penetration study wholly speculative.
468. Finally, we disagree that the Commission could reverse engineer the modeling used
to forecast emissions based on simulations of power generation patterns in Order No. 888
to forecast the effects of the final rule in a NEPA analysis. The modeling from prior
rulemakings is not applicable here. Order No. 888 involved the direct regulation of
entities under the Commission’s jurisdiction to impose open access requirements, and it
was possible to estimate potential changes in conventional generation (gas and coal)
development and dispatch in light of the advent of open access to the transmission grid.°
In contrast, under the final rule, and PURPA more generally, the Commission sets rules
for states and nonregulated electric utilities to implement. The Commission cannot
predict how the states will choose to implement the final rule—if at all—and what effect
that will have on QF development, whether renewable QFs will be impacted more than

non-renewable QFs or whether non-QFs will develop renewables or conventional

generation.

888 Id. PP 731-32.

889 See Order No. 888, FERC Stats. & Regs. 931,036 at 31,861-96.
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V. Regulatory Flexibility Act Certification

469. The Regulatory Flexibility Act of 1980 (RFA)3*® generally requires a description
and analysis of rules that will have significant economic impact on a substantial number of
small entities. No comments on the Regulatory Flexibility Act were filed on rehearing,
and the comments on rehearing regarding burden and cost estimates are addressed in the
Information Collection Statement section.

470. As discussed in the final rule, we estimate that annual additional compliance costs
on industry (detailed above) will be approximately $1,149,965 (or an average additional
burden and cost per response, of 3.187 hrs. and the corresponding $264.51) to comply
with these requirements.3! Therefore, pursuant to section 605(b) of the RFA, we still
conclude that this rule will not have a significant economic impact on a substantial
number of small entities.

VI. Document Availability

471. In addition to publishing the full text of this document in the Federal Register, the
Commission provides all interested persons an opportunity to view and/or print the
contents of this document via the Internet through the Commission’s Home Page
(http://www.ferc.gov). At this time, the Commission has suspended access to the

Commission’s Public Reference Room due to the President’s March 13, 2020

805 U.S.C. 601-12.

81 Order No. 872, 172 FERC 4 61,041 at P 748.
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proclamation declaring a National Emergency concerning the Novel Coronavirus Disease
(COVID-19).

472. From the Commission’s Home Page on the Internet, this information is available
on eLibrary. The full text of this document is available on eLibrary in PDF and Microsoft
Word format for viewing, printing, and/or downloading. To access this document in
eLibrary, type the docket number excluding the last three digits of this document in the
docket number field.

473. User assistance is available for eLibrary and the Commission’s website during
normal business hours from the Commission’s Online Support at (202) 502-6652 (toll free
at 1-866-208-3676) or email at ferconlinesupport@ferc.gov, or the Public Reference
Room at (202) 502-8371, TTY (202)502-8659. E-mail the Public Reference Room at
public.referenceroom@ferc.gov.

VII. Effective Dates and Congressional Notification

474. The further revised regulation in this order is effective [INSERT DATE 45 DAYS
AFTER THE DATE OF PUBLICATION IN THE FEDERAL REGISTER]. No
other changes to the Commission’s regulations have been made on rehearing to the final
rule, however we modify the instructions to the Form No. 556. Out of an abundance of
caution, this order addressing arguments raised on rehearing is being submitted to the
Administrator of the Office of Information and Regulatory Affairs of OMB, Senate,

House, and Government Accountability Office.
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List of subjects in 18 CFR Part 292

Electric power plants; Electric utilities, Reporting and recordkeeping requirements.

By the Commission. Commissioner Glick is dissenting in part with a separate statement
attached.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.
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In consideration of the foregoing, the Commission amends Part 292, Chapter I,

Title 18, Code of Federal Regulations, as follows.

SUBCHAPTER K - REGULATIONS UNDER THE PUBLIC UTILITY
REGULATORY POLICIES ACT OF 1978

* ok ok k%
PART 292 - REGULATIONS UNDER SECTIONS 201 AND 210 OF THE PUBLIC
UTILITY REGULATORY POLICIES ACT OF 1978 WITH REGARD TO SMALL
POWER PRODUCTION AND COGENERATION

1. The authority citation for part 292 continues to read as follows:

Authority: 16 U.S.C. 791a-825r, 2601-2645; 31 U.S.C. 9701; 42 U.S.C. 7101-
7352.

2.. Amend § 292.309 by revising paragraphs (c), (d), (e), and (f) to read as follows:
§ 292.309 Termination of obligation to purchase from qualifying facilities.
sk osk ok ok ok

(c) For purposes of paragraphs (a)(1), (2) and (3) of this section, with the exception of
paragraph (d) of this section, there is a rebuttable presumption that a qualifying facility
has nondiscriminatory access to the market if it is eligible for service under a
Commission-approved open access transmission tariff or Commission-filed reciprocity
tariff, and Commission-approved interconnection rules.

(1) If the Commission determines that a market meets the criteria of paragraphs

(a)(1), (2) or (3) of this section, and if a qualifying facility in the relevant market is
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eligible for service under a Commission-approved open access transmission tariff or
Commission-filed reciprocity tariff, a qualifying facility may seek to rebut the
presumption of access to the market by demonstrating, inter alia, that it does not have
access to the market because of operational characteristics or transmission constraints.

(2) For purposes of paragraphs (a)(1), (2), and (3) of this section, a qualifying small
power production facility with a capacity between 5 megawatts and 20 megawatts may
additionally seek to rebut the presumption of access to the market by demonstrating that it
does not have access to the market in light of consideration of other factors, including, but
not limited to:

(1) Specific barriers to connecting to the interstate transmission grid, such as
excessively high costs and pancaked delivery rates;

(i1) Unique circumstances impacting the time or length of interconnection studies or
queues to process the small power production facility’s interconnection request;

(ii1) A lack of affiliation with entities that participate in the markets in paragraphs
(a)(1), (2), and (3) of this section;

(iv) The qualifying small power production facility has a predominant purpose other
than selling electricity and should be treated similarly to qualifying cogeneration facilities;

(v) The qualifying small power production facility has certain operational
characteristics that effectively prevent the qualifying facility's participation in a market; or

(vi) The qualifying small power production facility lacks access to markets due to
transmission constraints. The qualifying small power production facility may show that it

is located in an area where persistent transmission constraints in effect cause the
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qualifying facility not to have access to markets outside a persistently congested area to
sell the qualifying facility output or capacity.

(d)(1) For purposes of paragraphs (a)(1), (2), and (3) of this section, there is a
rebuttable presumption that a qualifying cogeneration facility with a capacity at or below
20 megawatts does not have nondiscriminatory access to the market.

(2) For purposes of paragraphs (a)(1), (2), and (3) of this section, there is a rebuttable
presumption that a qualifying small power production facility with a capacity at or below
5 megawatts does not have nondiscriminatory access to the market.

(3) Nothing in paragraphs (d)(1) through (3) affects the rights the rights or remedies
of any party under any contract or obligation, in effect or pending approval before the
appropriate State regulatory authority or non-regulated electric utility on or before

[INSERT DATE 45 DAYS AFTER THE DATE OF PUBLICATION IN THE

FEDERAL REGISTER], to purchase electric energy or capacity from or to sell electric
energy or capacity to a small power production facility between 5 megawatts and 20
megawatts under this Act (including the right to recover costs of purchasing electric
energy or capacity).

(4) For purposes of implementing paragraphs (d)(1) and (2) of this section, the
Commission will not be bound by the standards set forth in § 292.204(a)(2).

(e) Midcontinent Independent System Operator, Inc. (MISO), PJM Interconnection,
L.L.C. (PIM), ISO New England Inc. (ISO-NE), and New York Independent System
Operator, Inc. (NYISO) qualify as markets described in paragraphs (a)(1)(i) and (ii) of this

section, and there is a rebuttable presumption that small power production facilities with a
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capacity greater than 5 megawatts and cogeneration facilities with a capacity greater than
20 megawatts have nondiscriminatory access to those markets through Commission-
approved open access transmission tariffs and interconnection rules, and that electric
utilities that are members of such regional transmission organizations or independent
system operators should be relieved of the obligation to purchase electric energy from the
qualifying facilities.

(1) A qualifying facility above 20 MW may seek to rebut this presumption by
demonstrating, inter alia, that:

(1) The qualifying facility has certain operational characteristics that effectively
prevent the qualifying facility's participation in a market; or

(i1) The qualifying facility lacks access to markets due to transmission constraints.
The qualifying facility may show that it is located in an area where persistent transmission
constraints in effect cause the qualifying facility not to have access to markets outside a
persistently congested area to sell the qualifying facility output or capacity.

(2) A small power producer qualifying facility between 5 megawatts and 20
megawatts may show it does not have access to the market in light of consideration of
other factors, including, but not limited to:

(1) Specific barriers to connecting to the interstate transmission grid, such as
excessively high costs and pancaked delivery rates;

(i1) Unique circumstances impacting the time or length of interconnection studies or

queues to process the small power production facility’s interconnection request;
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(111) A lack of affiliation with entities that participate in the markets in section
§ 292.309(a)(1), (2), and (3);

(iv) The qualifying small power production facility has a predominant purpose other
than selling electricity and should be treated similarly to qualifying cogeneration facilities;

(v) The qualifying small power production facility has certain operational
characteristics that effectively prevent the qualifying facility's participation in a market; or

(vi) The qualifying small power production facility lacks access to markets due to
transmission constraints. The qualifying small power production facility may show that it
is located in an area where persistent transmission constraints in effect cause the
qualifying facility not to have access to markets outside a persistently congested area to
sell the qualifying facility output or capacity.

(f) The Electric Reliability Council of Texas (ERCOT) qualifies as a market
described in paragraph (a)(3) of this section, and there is a rebuttable presumption that
small power production facilities with a capacity greater than five megawatts and
cogeneration facilities with a capacity greater than 20 megawatts have nondiscriminatory
access to that market through Public Utility Commission of Texas (PUCT) approved open
access protocols, and that electric utilities that operate within ERCOT should be relieved
of the obligation to purchase electric energy from the qualifying facilities.

(1) A qualifying facility above 20 MW may seek to rebut this presumption by
demonstrating, inter alia, that:

(1) The qualifying facility has certain operational characteristics that effectively

prevent the qualifying facility’s participation in a market; or
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(11) The qualifying facility lacks access to markets due to transmission constraints.
The qualifying facility may show that it is located in an area where persistent transmission
constraints in effect cause the qualifying facility not to have access to markets outside a
persistently congested area to sell the qualifying facility output or capacity.

(2) A small power producer qualifying facility between 5 megawatts and 20
megawatts may show it does not have access to the market in light of consideration of
other factors, including, but not limited to:

(1) Specific barriers to connecting to the interstate transmission grid, such as
excessively high costs and pancaked delivery rates;

(i1) Unique circumstances impacting the time or length of interconnection studies or
queues to process the small power production facility’s interconnection request;

(i11) A lack of affiliation with entities that participate in the markets in section
§ 292.309(a)(1), (2), and (3);

(iv) The qualifying small power production facility has a predominant purpose other
than selling electricity and should be treated similarly to qualifying cogeneration facilities;

(v) The qualifying small power production facility has certain operational
characteristics that effectively prevent the qualifying facility's participation in a market; or

(vi) The qualifying small power production facility lacks access to markets due to
transmission constraints. The qualifying small power production facility may show that it
is located in an area where persistent transmission constraints in effect cause the
qualifying facility not to have access to markets outside a persistently congested area to

sell the qualifying facility output or capacity.
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Note: The following appendix will not appear in the Code of Federal Regulations or the
Federal Register.
Appendix B

REVISED FORM NO. 556
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FEDERAL EMERGY REGULATORY COMMISSION DB Conmol @ 1902 Q075

WASHINGTOMN. D Ezpiration nnénnd=nnn
F Certification of Qualitying Facility (QF) 5tatus for a Small Power
O rl l I 5 5 Production or Cogeneration Facility

General

Cruestions akout completing this form shauldd be sent ta FarmSsaeatfercgay, Information abaut the Cammissian's OF
pragram, arswers to frequently asked questions aboul OF reguire ments ar completing this form, and contact infarmaticn far
GF program staff are availahle at the Commission's GF wehsite, wwoacterc.gow/QF. The Commission's QF website also
pravides links te the Commissicen's GF regulaticns DB CER, 5 137,680 and Part 292, a5 well g other statutes 2nd arcers
pertaining to the Commission's OF program.

Tithe 18, LLS,C, 1007 miakes it a crime for any erson knowsing by ang willingly to make to any Agency or Department of the
United States any false, fictitious or fraudulent stotements a5 to any matter within its jurisdicticn.

Who Must File
Certification:

Any applicant seeking OF status for a genersting facility that hes o net power production capacity (az determined in lines 7o
through fog below) greater than 1 MW must file a self-certfication or an application far Cormmissian certification af OF status,
wehich includes a propeily compleled Farm 3546, Any applicanl seeking OF slalus Tor a generaling facility wilh 2 naol powse
praduction capacity 1 MW or less is exemnpt from the certification requirement and is therefore not required to complete or
file a Form 556, S=e 18 CF.R. & 292 203, Thisincludes any 2pplicant seeking small power productinn CF status for a
gererating facility that, togather with ary affiliated small powes producticn GFs that use the same erengy resource and ane
within ocna mile of the filing facility, has 2 net powser production capacity 1 MW or less,

Recertification:

A QF must file a recertitication whenewver the qualifying facility “tzils to conform with any material facts or representations
presented |, v ts submittals to the Commisstan,” 18 CFR, § 2023070,

Among ather pessible changes in material facts that would necessitate recertification, a small power production OF is
required ta recertify to update item 8a due ta a change at an affiliated facility(les) ane mile or less fram its electrical
gererating egquipment. A small power production GF is ool required to recertify doee toa chionge af anaffiliated faclitylics)
listed initem 8a that is mare than ane mile but l=zs than 10 milas away from its electrical generating equipment, unless that
change alse Impacts any ather entries an the Farm 356,

How to Complete the Form 556

Thistorm is interded to be completed by responding to the iterms in the crder they are gresented, acoording to the
instructions given. If you need to back-track, you may nesd to clear certain responses before you will ke allaveed to chanoe
athier res ponses mide previously in the form, 11 peu experience probhems, click on the nearesl belp bullen Dgg Y for
aszsistance, or contact Commission stalt at Form556aterc.goy.

Certaln limes an this farm will be autamatically calculated based an resparses ta provious lines, with the relovant fermulas
shown. ¥ou must respond to all of the previous lines within 2 section before the results of an autematically calculated field
will he displayed, | you disagree with the results of any automatic calculation on this form, contact Cammission staff at
FarmaisEiorcgoy o disouss the discrepancy befare Tiling.

You must complete all lines in this form unless instructed atherwize. Do not alter this torn or save this torm in a different
farmat. Incamplets o altered forms, ar fomms saved in formats ather than POF, will be rejected,
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FERC Farm a4 Fage # - Instructians

How to File a Completed Form 556

Appalicanils are reguired L file Wi Form 556 elesLrenically Chroagh Lhe Commiszien's eFiling seebsile (see inslruclicns an
page 31 By filing electronically, you will reduces your tiling burden, save paper resounces, save postage or caurier charges,
help keen Cammission expenses taa minimum, and receive a muoch faster cenfirmation ivla an email cantaining the docker
riurnber azzigned to your facilityl thit the Commission bas recefved your filing.

If wau are simultanecushy filing bath 2 walver request and 2 Fonm 556 a6 part of an application for Commissicn certification,
see the "Waiver Reguests' section on page 4 for more informaetion on how tofile.

Paperwork Reduction Act Notice

This farmis apprewed by Lhe Oice of Managerrenl and Budgel, Compliance with Lhe information reguiiements eslablishee
by thie FERC Form 5536 is required toobtain or maintain status as a QF. 5ee 18 CFR. 5 131.80 end Part 2%2. An agency may not
penalize a persen for not comphang with 3 collection of Information unless it displays a currenthy valid OME cantral number,

The estimatad total burden for completing the FERC Form 5535, including gathering and regorting information. iz as follaws:
1.5 haurs far selfcedifications of facilities of 1 MW arless; 1.5 hours for seff-certificatinns of a cogeneration Facility over = WAV
S0 hawrs Tor apalicalions fer Cormmission cerdificaltion of o cogenaration lacilily; 3.5 haurs Tor sell-cerlifications el small power
producers aver 1 MW and less than a mile or mere than 10 miles trom aftiliated small pewer predoction OFs that use the same
enery resnurce; v hours fror an applicaten far Cammission certficatinn of a small power production facility over 1 0 and
lezss thar amile or mare than 10 miles from afiliatod small power production OFs that uze thoe same energy resouroc; 9.3
haurs tar selt-certitication s ot small powser producers gvar 1 MW with affiliated small power groduction GFs more than one
laut less than 10 miles that wse the same snergy resaurce; &2 haurs Tor an 2pplication for Cammission certification of & small
perwver productian facility over 108 with affilizted sreall power preduction OFs micre thanone buot less tharn 10 miles thael use
the same energy resource.

Send comments regarding this burden estimata or any aspect of this collection of informetion, including sugoestions for
reducing this burdern, ta the following: Information Clearance Cfficer, Office of the Fxecutive Dhrecoar [EE-%2), Federal Energy
Fegpalaledy Comemissian, 888 Tirsl Streel WL, Washing Lon, D 20426 (0l atlearanseders goed: and Besk OMicer [ar FERC,
Oftice of Informat’en and Regulatory Affairs, Ctice ot Management and Budget, Washingtan, OC 20503 through

v reciinfoupowy publicidePRARMzIN, Include FERC-554 and the Contral Ma, 1T902-0075% Inany corresponde nes,

Filing Fee

Ma filing few is required if you are submitting a self certification cr self recertification of your facilige as o OF pursuant ta 15
C.F.R.§ 392 201%a).

A filing Fee is roguired i you are filing either of the following:

11 anapplication for Commilssien certification or recertification of wowr facllity as 2 OF pursuant w18 CFRA & 292 20000, ar
121 & peelitian lor declara leny crder granting waiver oursuanl b 18 CFR. 58 2922030003 arwsor 292 2050,

The cusrent fees for applications for Cormmmlssinn certifications and petitions far declaratasy arder can b franed by visiting the
Comrnissian's OF woebsite ab weavs Foregoe/OF and clicking the Filing Foes link

Yo will be prompted o submit your fling fee, if applicahla, cduring the 2lectsanic Aling process describad an pags 3.
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FFRC Farm abh Fage 4 - Instructinns

Electronic Filing (eFiling)

To electrenically file wour Form 536, visit the Comrrission's OF website at v fere.gow/OF and click the eFiling link.

It you are eFiling wour first dacument, vau will need ta register with your name, email address, mailing address, and phane
nurmber, 0 you ane registering on behall of an amplover, Chen vou will 2lso need Lo pravide the employer name, allermale
cantact name, alternate contact phone number and and alternate contact email.

Once vou are registera<), log in taekiling with vour registered email address and the password that vou created at
registration. Follow the instructions. When promated, select one of the following QF relabed tiling types. as appropriate,
from the Electric ar General filing categoryg,

Filing rategony Filing Type as listad in eFiling Description

Use to submit an application for
Cammission cerkification or
Comrizsion racertification of a
codeneratian facll ity as a OF,
Use L subenil an application for
Comrission certitication or
(Fee) Applicatian fior Commizsion Cert, 25 Small Power JF | Commission recertification of a
smiall pewer production Gacilily a2 2
GF.
Use to submilt a notice of self-
certification of vaur facility
icogeneration or small power
procuction] as a QF,
Use o submilt a notlce of self-
recertilication of your laclity
icogeneration or small power
praduction] 25 & Qr,
Use Lo correcl or supplement a
Form 5546 that was submitted with
errars ar omilssicns, ar for which
Cornmission staff bas reguested
SelHecortification of Qualifying Facility [0F additional infarmatian. Do sat use
iSupplement or Carrection! this filing Gyme to report new
changes to o facility orits
awnership: rather, use a selt-
recertification or Carmimission
recertitication to report such
changes.

(Fee) Applicetion for Commizsion Cert. s Cogeneration OF

Selt-Certification Motice |QF. EC. FC)

Electric
Selt-Recertification of Qualifying Facility JQF)

Lse to submit & petitian for
ceclaralon oider granting a waiver
at Commizssion OF regulations
pursuant to 18 CFRR. 55 292 204(a)
General (Feel Petition for Declaratory Order (nol under FEA Part 11 | (31 anddor 292,205 A Forrm 536 s
not required for a petition tor
declaratong order unless
Cammission recertification is being
requested as part of the petition.

You will be prompted to submit vour filing fee, if applicable, during the slectranic submission procese. Filing fees can be paid
by check or maney orcer via ACH transfer,

DCurimg the eFiling process, wou will be prompted to select your tilels: for upload trom your computer.
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FFRC Faran asa Fage 1 - Instructians

Required Motice to WHilities and State Regulatory Authorities

Fursuanl Lo 18 CFR. % 292 207G i), wau musl provide o copy of vour sell-certilication or reguesl for Cammission cerlilicalion
to the wtilities with which the facility will ‘nterconnact ancéar transact, az well as to the State requlatony authorities ot the
statos inwhich vaur facility and thase utilitios reside, Links to infermation albout thae regulateny autharitios novariou s statos
van be toaund by visiting the Com mission's QF website ot wene fero.gow/OF and clicking the Motice Requisements link

What to Expect From the Commission After You File

v applicant filing a Farm 356 electranically well receive an @manl messace acknawsledging receipt of the filing and shawing
the docket number assigned to the fling. Such email is typically sent within one business day. but may be dalayed pending
rarfirmation by the Secretary of the Comrmission of the contents of the filing.

A applicant submitting o self certification of OF status should eapect to receive no docoments from the Cormmission, other
than the electranic acknowd edgement at receipt describied above, Conszistent with its name, a self-certification is a
cerbificatian by e apolicont self that the Facilibg mects thie eelesant ieguirements for OF status, and docs nat invelee 3
determination by the Commiszion az to the status of che facility. Anacknowledgement of receipt of & self-certification. in
parnicularn, does nnt kepresent a determination by the Commissian with regard fa the OF status of the facllite. &rapplicant
sell cerlifying miay, howevern recsive o rejection, revecation or deficieney letter if its application i found, during periodic
compliance reviews. mot bo comply with the relevant recuirements.

M applicant subrmitling a regquest Mo Commissicn cerlification will receive anarder cither granting er denying corlification cf
0F status, or a letter requasting additional information or rejecting the applicaticn. Pursuant to 18 CFR. § 22220718131, the
Crmmissian mst act an @n appdlcation for Commisslon certificatian withln 20 days of the [zter of the fillng cdate of the
application or tha filing dote of g supplement, amendment o other change to tie application.

Protests to the Filing

Purspant to 18 CFR. 5 290207, aninterested party has 30 days from the date of the filing of 2 self-certficatian or self-
recerlilicalion ointeraene o file o pretesl Proetes s rmay be made Le aninitial certificalion (both se 5 corlification and
applicatian tor Commission cerbfication) filec on ar atter Decermber 31, 20240, but only to a recertification (both salt-
recertification and application fer Commission recerbfication that makes cubstantive changes 1o the existing certifizaticn and
that is filed an ur alter Decemizer 31, 20290, as described in Order Mo, 872 (aucessible frem the Commission's OF websile at
wiwwy ferc.oow/F). Substantive changes that may be subject toa protest may inglude, far example, a change in 2lectrical
generaling equiprnenl Lhal increases poser produclion capadily by Uhe grealar ol 1AW or 355 ol the previcusly cenifiod
rapacity of the OF, ar a change in cwmnership inwhich an owner incraases ics equity interest by at least 10% trom the equity
interest previausly reparted. The protestar must cancurrently serve a copy of such filing pursnant to 18 0 & 3852071,

frwy respansy Lo g prolosl mosh b Gled eo or Lelore 30 daws Trem Lhe dale ol filing of Ul proloest

Waiver Requests

T8O & 292,207 (Al 3) allowers an applicant to request 2 wawver to madify the methad of caloulztion pursuant o 18 CRR S
29220402112 Lo delerrnins iT e Tacilitios ane considered Lo De lecalzd ol the same sile, fon good cavse, 18 R 5 292 203500
allows an applicant to request waiver of the requirements of 18 CF.R. 4% 282 205z} end |b) tor aperating and sfticiency upon
a shioawlng that the facllity will procduce significant energy savings, & reguest far walver of these regulrements must ba
subrmitted as a2 petition For declarstery crder, with the approprzte filing fee for a petiten for declaratory order. Applicants
requesting Cammission recertitication as part at a request tar waiver of one of these requirements should electronically
sulzmit their completed o 536 alang with Cheir petitien for declaratony order, rather than filing their o 556 a5 3
separate request for Commission recertticetion. Only the filing fee for the petition for decisratory order must be paid to
raver bath the waiver recuest and the recuest far recertification o ook requssts ons meade simcisaneo ey,

18 FR. 6 292 2050 2 alluws an applicant to request a waiver al the Form 556 filing reguirements, far goo couse.
Applicants filing a petition for declaratnry cimer requesting a waiver under 18 CFR. & 29220400, [ dn not need to complete
et skl a borm 356 wilh thair pelition,
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FFRC Farm aké Fage % - Instructians

Geographic Coordinates

Iterms e and Ba of the Form 558 requine you to report vour facility = land certain neighboring facilities ) geographic
coordinabes (latitude and longitude). Geographic coordingtes may he abtained from ssveral different socurces. You can find
links Lo enline services Lhal show latitude and longilude coordinales on anline maps by visiling the Commizssion's QI
wizbpage at wowwe terc.oow/OF, You may alsa be able to obtain vour geographic coordinates trom @ GRS devics, Goegle Earth
[availahle free at htpeyearth.googlescom), a property sureey, variaus engineering ar sonstructian crawing s, 2 property deec,
Gi @ rrd il pa | o oty map shawing prapoerty lines.

Filing Privileged Data or Critical Energy Infrastructure Information in a Form 556

The Commission's requlations provide pracedures for applicants to either (7 request that any information submitted with a
b 556 L givers prévileged realmenl because Lhe informalion i exzmpl ram the manclalory public disclesgre
requiraments of the Freedo m of Information Ack, 5 U505 552, and should be withheld trom puolic disclosure; or 12} identiby
any documents sontalndne critical enssgy infrastricture nfonmation (CENE as defined in 18 CFA & 388173 that shaulel net be
rradde pubalic,

If vau are seeking privileged treatrment ar CEI status for any data in your Form Saé, then you must follew the procedurss in 13
CFR S 3B8.1120 See weeow forcgonhel piling guidesdile coiiasp far more infarmation.

Ay other things (see 15 CFR. S 358012 far other renuirements), annlicants seeking privilegead treatment or CEN status for
dala submilted ira Forrn 538 musl prepare and file Bath D00 o cornplele version of the Ferm 556 [Zonlaining e privileaed
and/or CEll datal, and (21 3 public version of the Farm 550 with the privileged andfar CEIl data redactad]. Spplicants
pregarng andd fillng these different veesirng of thelr Farm 56 MUSE o iecee halow the securiny desionation of this versian of
heir docurmenl- o ore oot seeking privileged treatment or CEN status for any of your Form 556 data, ther you should not
respond to amy of the items: on this page.

Nen-Public: Applicant is seeking privileged treatm=nt andsor CEI stetus for data contained in the Form 354 lines
[ Incicated helow, This nor-public version of the applicant’s [arm 356 contains all data, including the data that is redacked
in the (separate; public version of the cpplicant’s Form 554

Public [redacted): Applicant is seaking privilegad trestment and/or CEI status for data contained in the Form 3540 lires
[ Indlicated helnw. This pulalic version of the applicants's Frmm S56 contains all data gerent for data finm the lines
indicated belew, which has been redacted.

Privileged: Indicate below which lines af your Form conitain data bor which you are seeking privileged treatment

Critical Energy Infrastructure Infarmation {CEN): Indicate helow which lines of your form cartain data forowhich yoo are
secking LI skatus

Thez eFiling process clescribed an pagse 3 will allow you b fdenlity which versions of the eleclranic deosrmenls yeu sutrmil e
puhlic. privileged andéar CEIL. The filenames for such documerts should begin with "Public”, "Priv?, or "CEIY, &5 applicable, to
clearty incicate tho secunity dosignation of the fle, Bath versions of the | orm 556 should Boe unaltersd POE copios of the @ orm
536, a5 available tor dowenload trom weesw fercgow /GF. To redact data trom the poblic copy of the submidal, simply omit the
relevant data freem the Frem. For nomerical fisldds, lrave the reclacted fields blank. Fartext fields, complete as much of the
ficld os pessible, and replace the redacted porticns af the Gield wath the word "REOACTLL in brackels, Besure Lo idenlily
above all fields which contain data for which you are seeking non-public status.

bz Commiszicn is el resparssible Toer dele: Ling o cormecling Giler crrars, includiog these erices relabed Lo securitys
desigratian. § your dacuments contain sensitive information, make sure they are filad using the proper security designation.
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FEDERAL EMERGY REGULATORY COMMISSION DL Conzol € 10000075
WASHINGTOMN, D Expliation o

F 5 5 Certification of Gualifving Facility (OF) Status for a Small Power
0 rl I I Froduction ar Cogeneraticen Facility

Ta Full narne of 2 ppdlcant degal ertity onoehiose bebalf guzlifying facllity status 15 sought far this facility

b Applicenl sticel addezss

Te Clry 1d Stareprovinre
Te Postal coce T Country (F not Linlted States: Tg Telegphonme number

Th Tas Ui instant facilily ever provioosle been cerlified asa OFF Yes | Mo

1i Myes, provide the dacket number of the ast known OF filing pertaining to this facilice:  OF - -

1] Under which certification process is the applicant making this filing?

Natice of celf-rertification — Application for Commissien certification recuires filing

M [soe note below) fenz; soe "Tiling Foe' soction on page 4]

Male: o reliow ol sell-cerlilicalivn iy o roliow by U applicanLilsell el ils Taciliby cormplies wilh U raguirermerils Tor
(JF skatus. & notice of s=lf-certification does not establish & proceeding, and the Commission doss nat review s
natice of selfcertification to verify camppliance, Ses the "What to Expect |ram the Canmission After you |le"
sirtion wn page 4 for rmars inforrmastion,

1k What typris) of OF statusis the applicant seeking forits faciling? [check all that appl

) Qualiying small power procuction facility status | Gualitying cogeneration tacility status

11 What ls the purpese and eepected sffective dateis) of iz fllleg?
__| Driginal certification: facility expected to be installed oy and Lo boygin cperalivn on LT

] Changez] toom previnusly certified faclling tr be pfective nn

Application Information

fidentify belsl of changeds) halowe, and describe changeds! in the Miscellaneous section starting on page 24} L1
L Marme change ardlar alher administrelive Charyge(s)
[ <hange in ownership

[1 €hangeis affecting plant «qu prment, fuel wse, power praduction capacty ancior coqeneration thermal cutput

] Supplement ar correction to s previoos filing submittad cn
describe the supplement ar carrectlan in the Miscellanecus sectlon starting on page Fa) L+

im Itany of the tallowing three staternents is trua, chack the boxies) that describbe your stustion and complets the torm

tixthe pxtent possible, explalning ary special drcumstances 10 the Miscellarenus sacthon starting on page 54,

M The instant facility camplies with the Commssion's OF requirements by difue of a weiver of certain requlatians
prenciously granled by Lhe Commission inanarder dated [specify any other relevant waiver w
ardersin the Miscelaneoy s sectian staiting an page 241

N The instant tacility would comply with the Commission's GF requirements if a getition for waiver submicted

— concurrently with this application is granted

The instant facility complies with the Commission's requlations, but has special circurnstances, such as the
[ =mnlayment of unique ar innavative technologies net cantemnplated by the structure of this form, that make
Lhe cernansbration of cormplionce via Wis form dilficull or impossible describe in Misc, section starting on p. 24)




Docket Nos. RM19-15-001 and AD16-16-001 -324 -

FFREC Farm a4 F'.ag.a ¢ = Al Facllifies

2a Mamueaf contack paorson 2b Tuolephone nurmbser

2c ‘Which of the tollowing describes the contact persen's relationship to the applicant? icheck one!

__| Applicant (selfi || Employes, ownsr or partner of applicant authorized to represent the apalicent
c 2]
o [ Employves of 2 campany affilizted with the applicant authonized La represent the applcant an this matter
- o
E [ Lawnyer, consultant, or other regresentative authonized to represent the applicant or this matter
— 2d Company or organization name (if applicant is an individual, check here and skip te line Zei[_
2 o
e
ﬁ 2e Street acdress (f same as Applicant, chack hers and skip taline 3317 ]
o L
=
o)
L
2f Cicy g State/province
2h Pastal code 21 Country {F nnt Lnited States)
3a Facility name
=
2
4
B 3b Street address if & street address does net exist for the facility, chack hers and skiptoline 3o O
]
—
=
c
1N 3¢ Oeagraphic coordinates: Specify the latitude and langitude coardinates of the facility in degrees (to three decimal
pu places). Wse Che following farrmula o comeert e dedimal degrees from degrees, minules and seconds: decimal
._g degress = degraes + Jminutes/G01 — (seconds36001.  See the "Geographic Coordinatas” section on page 5 for help.
1%}
=
[ - b “He 2 H 5 5, || 1 'L |
= Laritude degress Choose 1 Largitude clecirass E.m-u_e I |
=
)
e
- 3d ity Of unincorparated, check here and enter nearcstity: [ | 3o Statedfprovinge
4
|3 Counly ior chack bors e independenl ity | 3g Counley 40 mol Uniled Slales)
L b
Identily the electric ulilities that ore conternplated Lo transact with the facility.
E da |dentify utilty interconnecting with the facility
=
=
T ab ld=ntify utilities providing wheeling service or cherk hers if none ]
o .
=
T |8 tdentfy utilities purchasing the wsefil electric poveer autput or check here if nane ™| (7]
[1x)
A
=
T |ad dentife utilitics providieg sopplomantan power, Backup peser, maintenance poveern, andsar intermptible powee
fr== servica or check here i none | w
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FFRC Farm ata

Pagea H - All Facllifies

Ownership and Operation

Sa Lircctavenarship as of cfiective date e operation date: dentity all direct awners of the facilite halding at least 10
percent equity intersst. Far each identified cwner, also (1) indicate whether that owner is an electric utility, as
defined im seclion 3220 of Ihe Fecleral Power Acl 016 USC, 7960230, ar a helding campany, as deflined in seclion
126218 of the Public Utility Holding Com pary Act af 2005 142 .50 16451081, and (20 for owners which are electric
utilities or holding companiss, provide the percentace af equity interest in the facility held by that owner, oo
clirecl aweners boad al feasl 70 percenl eguaily inlereslin Lhe Gacilily, Lhen provide e seguined infarmativn Gar Lhse
two direct cwners with the largest equity intersst in the facility.

Electric utiliby ar If es,

hizlding Ty euity

Full lzgal names of dirsct awners Company interest
1i Yes[] Ma [] i
4 Yeu | Mo || &
El Yes[T Mo [ %
4 Yex [ Mo [ W
2y Yes[] Mo [] 3
=l Yez[] Ma [ B
# ves[ ] Mo [] %
al Yes[] Ma [] ke
a You | | Mo | &
10} Yes[ ] Ma [ ] %

[ Check hers and continue in the Miscellanecns sectian stating on page 24 F additenal space is neaded

S Upstroam (Ley, ndirect] ownership as of effective date er eperation date; identife all upstream (e, Indinect osners
of the facility that bath |1} hald ot least 10 percent equity interest in the facility. and 12) are electric utilities, as
clefined im section 3,22 of the Federzl Praver Sct 016 LLSC, 22a02200, nrholding companlies, as defined in section
1262080 el Lhe Public ULility Nolding Compary Sclal 2003 142 050 16451080, Al pravicde thae peroenlage of
equity interest im the facility held by such owners. (MNote that, becauss upstream owmners may be subsidianas of cne
another, total percent equity interest reporte<] may exceed 100 percent.]

Cherk hers it no such upstream awners exist. [

h equity
Full legzl names of electic utility or helding company upstream awners Interest

__ Check here and continue in the Miscellansous secticn starting on page 24 if additional space is needed

e

s

e

as

8¢ Identity the facility aperator




Docket Nos. RM19-15-001 and AD16-16-001 - 326 -

FERC Farm aht Page 4 - All Facilities

Energy Input

Ba  Lcsoribo the primary cncegy input icheck ene main categary and, if applicabhe, ane subcategend

| Biomass {zpecityl __| Fenewable resources (specify) [] Geothermal
T Langhill gas T Hylea ponser - thver [T Fessl fuel (specif
— Manure digester gas — Hydro powesr - tidal [0 Coalinotwaste!
T Municipal salid weaste [T Hyelra pomsecr - wawe [T Vued gilidicss]
— Sewsge digester gas [ &olar - phatovaltaic [0 Haturzl gas jnot wastel
Wi | Sedar - thermal O Other fossil fue
— Other biomass 'describe on page 241 Wind deseribe on page 24)

— ; — Other renewable resouree O i N
Ry ‘ : : . T i fdesoribae on page 240
| Waste spacify type belaw Inline Bi) esciba i page 34 [l

Bb ifynu spocifiod “waste as the primary cnergy Input Inline 8, Indicate the type of waste fuel usad: icheck enel
|| Wt fuel listed in 18 CFER. & 202202500 (specify ane of the folluwing
] Anthrarme culen pracusecd prire o July o4, 1958

Anthracibe refuse that has an averace heat content af 8000 Bto ar less per pound and has an average
ashecnlenl of 85 porcenl or muen:

Bituminous coal refuse that has en sverage heat content of 2 500 Bzu per pound or less and haz &n
awverage ash cantent of i percent nr mare

d

Top or battom subbituminous coal produced on Federal lancls or on Indian lands that has been
cletermlned ta he waste Ly thie Lnltsd Stabes Deparrment af the Interdors Bureaw of | and Mznagement
AELAY or thalis lecatad enonen Foderal o non Indian fands oulside of BLM s jurisdiclion, provided thatl
th= applicant shows that the latter cozl is an extensian of that determined oy ELM ta be waste

Coal refuse produced on Fecleral lands or on Indian lands that has been cetermined to be wiaste by the
1 B M arthat is located enonon- Federal or men-indizn lands sutsde of B Jurselcion, pravlded that
applicant showes that the latber is an cxtension of thet determined by BLW Lo b woste

Lignite pracuced in assnciation with the production of montan way and lignite that hecemes smosecd
Az resull ol suckhya mining eperalion

| Caascous fucls icwcept natural gas and synthetic gas fram coal] idescribe on pags 24

Waste nalural gas [rem gas or ail walls idescribe on page 24 how the gas meets the raquirements of 18
1 CFR gm0 farwaste natural 4as; Iaclude wath peur flling 2y materlals necessary ta demonstrate
cemplionoe with 13 CFR & 2400

| Materials thel a govarmment agancy bos cerlified [or disposal by combustion idescribe on page 24

1 Heart from exathermir reactians [describe on page 243 T Residuz] feat (desoribe on page B0

_ | Wsed rubber tires L1 Plastic materials LI Refinery off gas _ Petroleurn coke
e wasle cnergy inpul Lhal has e orne cormmaencial value and exisls in e gbsencs of e qualifing

|| tacility industry (describe in the Miscellansaus section starting an page 24 include a discussion of the fuel's
lark af commenclal vz lue anid exlstence in the absence of thie gualifying facliity Indostry

B¢ Provigde the averzie enenoy Input, calculated an a calendar year basls, Interms of Boudh far the fallowlne fossll fusl
energy inputs ord provide the related percentage of the total sveroge annual energy inpot o the facility 18 CFR. S
F2. 302411, For any oil ar natural gas fuel, use lawer heating value (18 CFR. § 292 312mil

Annual average enery Fercentags of tata)
Fuaal inpul lar specilied (ol ancwal energy inpal
Matural gas Bt 4y
Oil-based fucls Bt n

Coal

Bt ]
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Fage 10 - all Facllities

Technical Facility Information

Indlicate the maximurm gross and muaximom net clectnic pewer production copadity of te facilioe ot the pointls) of
dalivery by cannpleting the worksheet oelow. Respond to sl it=ms. It any of the parasitic loads and/or losses identitied in

Ines 7h theaugh Fe are negliibe, enler 2o o hase lines,

7a The maximum gross power production capacity al the terminalz of the individual generators)
under the mcst favorable anticipated design conditians Jew
b Parasilic stalion pawer used al Uhe [acilily Lo run egquipment which iz necessany and inlegral Lo
the power producticn process {boiler feed pumps, fansdalowers, office or maintenarce buildings
diractly related tothe operation of the power generating faclling, etc), Wrhis facility Includes non-
pawerr production processes dor nslance, power consurmed by o cogeneralion Tedlily's Uheeml
hast! , do not include any power consumsad by the nen-power productbion activities n yvaour
re Dﬂl"[':':"lj A rasitic staticn power, R
Fc Flectrical lnsses inintencnnection transfarmers
Iy
7d Elartrical Insses in ACSTH conversion equiprmant, it any
ki
Fe Other interconnectian lasses in power lines or facilities (other than transfonmers and A0
corwRrsien eguiprmenld b bween Lhe Lerminagls of Uhe generaloest and the poinl of inlercenmeclion
with the utility L0
7 Tatal dlecluctions from geass pawer pracduction rapacity = /b + S — Jo + 7o
a ke
Fg Maximnum net power production capacity = 7a-
a kK

7h Description of lacilily ond prirmany cemponents: Describse e Gacility and ils operation. Identily all bueilers, beal
recaveany steam geRMEratars, prime movers Jany mechanical 2quipment driving an electric gererator], electrical
generaters, phoetevaltaic salar equipment, fus) Coll copaiprent andsor ather primary power genaration Sguipment
used in the facility. Deswriptions of cemponents shaould includa fas applicable) specifications of the nominal
caparties for mechanical autput, slectrical output, or steam generatinn of the identified equipment. For ezch piece
af equiprment identified, cleary indicate now many picoes of that tepe of equipmaent are included inthe plang, and
which com ponents are narmally ocperating ar normalby in standby made. Provide 8 description af haer the
COMAGNENTS pRerate 25 a system, Appllcants for cagereration facllitles do nct need ta describe sperations of
swstems that are clearly depicted onand easily understandable from a cogeneration facility's atteched mass and
heat balance diagram; haweever, such applicants should provide any necsssary descnption needed to understans
Lhe segquential cperation ol the acilily depicled in tzir mass and heat Balance dizgram. 11 addilional space is

needed, continue in the Mizcallaneous section starting on page 24,

w
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FERC Farm 244 Pace 11 - Small Power Production

Information Required for Small Power Production Facility

Ifwou indicated in line Tk that vou are seeking qualifying smzll poweer production facility status for your Facility, then youo
s Lresprnd Lo Ui ilems an Lhis page, Olhwerwise, ship pages 17 Urough 15,

Certification of Compliance with 5ize Limitations

Fursuant to 18 CF.RL & 292.2041a), the prvwer praduction fapacity af any small pawer production facilty, together
wilh the power production capadily of any other small poweer praduclion Ta<ililies thal wse Lhe same ensrgy
resourca, are cwned by the seme personizl or it offiliates, and are located at the sare zite, may not excead 30
megawatts, Tademnenstrate compliance with this size limitation, or to demonstrate that vaur facility is exempt
[raarr Uiz sics lirmaluLicn urdar Lhe Sclar, Wind, Wasle, and Geaulhermas | Paweer Prodoc Licn Incenlives AL el 19590
(Fub. L.101-573, 104 Stat. 2834 (1990) o5 emendsd by Pub L. 102-44, 105 Szat. 249 (19917), respond to lines Sa
thraugh B belaw (35 applicable),

Elzctric Generating Ecuipment

Ele rical genesaling equiprmenl will reler Lo all bailers, heel recowery sloarm generalors, prime mceers jany
mechanical equipment driving &n electric gensratar], electrical generators, photowaltaic solar panels, inverters,
fusl cell eepuilprrent andior ather primary power gereratlon squiprmeat used in the faclliby, cocluding eguiprment
for gathering energy to be used in the facility. Each wind terbine on o wind ferm ond eech solar penelin a solar
facility is ransidered electrical genesating equipmeant because sarh wind rurhine and each salar panel is
indeperdaently capalble of praducing clecled cncigy,

Mistance

Thie dlistence betwesn teo facilities is to be measured from the edye of the closest slectrical gengreting
eouipment for which qualitication o recertitication is saught to the pdge nt the nearest elactrical gensrating
couipmenl el the olther affilialed small power production qualifving facility using Lhe same erergy resource, An
affiliated small powser production OF located cne mile or less frem the instant fa<ility is irebuttably presumed to
ke at the same site, An affillatad small poveer producticen GF locaten mare than one mile and l2ssthan 10 miles
frorn Wb inalenl Gacilily is rebullably prezurmed Lo be al o separale sile. Soallilialed simall posser produs Lion OF
Incated 10 miles or mare from the instant facility is irebuttably presumed to be lacated at a separate site.

8a Iclentify affiliated small power production Gs located lecs than 70 miles fromn the electhical gernerating
aquipmsant of the instant facilicy that use the same energy resource and are held (with at least s 5 percent eguity
interast; by any af the antities idertified inlines b2 orshar theie 2filiabes. Specify the latitude and longiud e
coardinalas for both Che applicant ard the alfiliate srmall poveer production OF based on the nearcst eleclrical
generating equiprment tar each facility. Rzpart coordinates in degrees (to three decimal places! 35 & positive
number far east and nerth ara negative aumber for veest and sauth, Use the fodloming farmula te convert te
cecirmal degrees from degrees, minutes and seconds: decimal degrees  degrees © (minotes$300 1 seconds/3600).
Ses the "Geagraphic Coardinates” section on page & frr help abitaining conrdinates. The distances far each facilicy
liskex] Lo lesa weill Lo 2ularmatically caleulated frem e reporied cocidinales. Soo www ferd.gow/QF Far mnare:
inforrztion an how thiz farm calculates distance.

Check here f na such fadlities exist.

Facility localion Hool docke L WMamisnunm rel poseer
iciby ar county, state! it anyl production capacity Common aveners)
QF Jeh

Coordinales lin ceyrees] and Dizlonce miles):

I | Closest electrical gererating equipment for applizants facility:

Latitude thme +i- | Leongituds ?'.'.hnmp +- |

Clasest electrical generating equipniment for affiliate's facilite: [Heltarire

Latitude Fhanse+.-‘- |Lu-||t_'|iludr_~ Choose +/- | I riles
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FFRC Farm ata Page 124 - Small Poweer Production
8a Continued [
Facilivy localion Hool docke Ly Waximun rel powsr
{city or county, state} iit anyl production capacity Comrmon awneris)
OF - ki

Coordinates (i cegrees]and Distance fmilesh

A | Closesk clectrical gonerating couipment e applicant's facility:
Lalilude F.hnnw +- | Lengilude Charee +/-
Clasest electrical geneating equipment for afiliate's faciling: [Fistaiice
Latitude FhDDEE +i- | Lonaitude Choose +i- | i il
Facilizy location Aoot docket ¥ Maximum net power
iy ar County, slatss (if anw) procluction capacity Common awners)
JF - ety
Coordinates lin degrees] and Distance (miles):
)

Closest electiical generating equipment for applicant's facility:
Latitude _homsp 4 Longituds ghoose k-

Closesl elewtical genersling equiprnanl for aTiliale's Gacilil: [1stance

Latitugle F.hanw +- | Loneituge Chonse +{- s milez

Facilizy location Aoot docket ¥ Maximum net power
il ar County, statss (if anw) procluction capacity Common awner(s)
OF 2 b

Coordinates lin degrees] and Distance jmiles):

N | Closest electical generating equipment for applicant's facility:

Latitude F hianse +7- Longitudes Chanae +/-

Certification of Compliance with 5ize Limitations (continued)

Closest electrical generting equiprnent for afiliate's Facilice: [Mskarce
Laliluzle Fhu?se +i- | Longiludle !{Zhrg-:-se +- | 5 milez
Facility lecation Haot clocket ¥ Maximiim pet pawer
_ ity arcounty, statel iif amy) production capacity _ Comumon awneris)
CF = kWY

Conrdlnates (in ceqrees] and Distance imilesh
51 | Clasest slectrical generating equipment for applicant's facility:

Latitucle F.hnmﬁ +i- Lenggitude: hass +4- |

Closest electrical genersting equipment for affiliate's facility: Distaree

Lotitude FhDD5E+."- |Lungitude ;Ehm'-ISE-I-."- | i riles
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Page 134 - Small Poweer Production

Certification of Compliance with 5ize Limitations (continued)

Ba Continued
Facilivy localion Hool docke Ly Waximun rel powsr
{city or county, state} iit anyl production capacity
aF - e

Coordinates (i cegrees]and Distance fmilesh

Cammon ovwner(s)

A1 | Closesk clectrical gonerating couipment e applicant's faility:
Lalilude F havae +~ | Longilude £ haoar +{-
Clasest electrical geneating equipment for afiliate's faciling: [Fistaiice
Latitude [haose+- | Lenaituds Choose +- | miles
Facilizy location Aoot docket ¥ Maximum net power
iy ar County, slatss (if anw) procluction capacity Common awners)
F - ke
Coordinates lin degrees] and Distance (miles):
4| Closest 2lectiical ganerating equipment for applicant's tacility:
Latitude Fh-:mse +i- | Longituds {Choose +:- |
Closesl elewtrical genereling equiprnenl for alfiliale's facility: [Hskarce
Latitule Lonegitugde Chowse 1 milez
Facilizy location Aoot docket ¥ Maximum net power
il ar County, statss (if anw) procluction capacity Common awner(s)
QF - ke
Coordinates lin degrees] and Distance jmiles):
81 | Closest electical generating equipment for applicant's facility:
Latitude F’Iluusl_' + Longitude s 44
Closest electrical generting equiprnent for afiliate's Facilice: [Mskarce
| atitucle Chaise +i- | Longilude Ehanse +- milez
Facility lecation Hoot elocket § - Maximum Ret awer
{eibyarerimly, shite] fifaig) prislutiseapatity. Eerminpirping )
BF. = kW
Conrdlnates (in ceqrees] and Distance imilesh
9 | Closest slectrlcal generatlan pquipment for applicant's faclling:
Latituele Fh-;mse 1 | Lenggitude Choose 1/
Closest electrical generzting equipment for affiliate's Facility: Distanics
Lotitude EEEJE'!&_I / Longitude Chaese 1 riles
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FFRC Faran aka Pace 14 - Smiall Paweer Production
Ba Continued
Facilivy lucalion Hool docke L Maxirmum rel pasor
iciby or county, state! iitanyl production capacity Common avWnaris)
F I

Certification of Compliance with Size Limitations (continued)

Coaordinates in degrees) and Distarcs (miles):
10

—

Closest electical gerwraling egquiprment ler applicant's laciliby:

Letitude Fhuusu 1 | Longitude Chawse 1/ |

Clasest electrical geneating eqguipmeant for afiliate's facility: MHetarce

| atitugle F_h-:josg'_ +- | L engitude Ehase +/- milez

Check here and continue in the Miscellaneous section starting on page 24 it additicnal space is nesdad. Lise
Lhe calculator belevw belov Lo coloulale distancas bised on lalily coordinales,

Distance Calculatar Specify the latitude and longituds caardinates fior both the apnlicant and the affiliate small
power produclion OF axed on Lhe nearesheleclical generaling egquipment e each Taelily, Bepuerl coordinales in
clegress [to three decimal places) as a positive number for east and nadh or a negative number tar west and scuth.
s the fallowing formula to conwert te decimal degrees frem degrecs, minutes and secenels: decimal degroes =
clegraes | iminutes o0 4 [erond= 36000, See the "Geogre phic Coordinate: ' section on page 3 for help obtaining
raardinates. The distances fror each Facility liskad belowwill he autnmatically calonlated trom the repioreed
coardinalos, Seo wewerfere,gow/QF for micie infarmali on an haw Lhis foom caloulalas dislance,

Clasest electiical genarating equipms=nt for applicant s tacility (degrees):

| atitucle FhDDSE +i- | | enggitude Chonse +/- |

Closest slectrical generatling equiprment (or alfiliate's facility idegress): Lrislarce

Latitugle F’-hﬂm" +- | Longitude L haose +/- 0 miles

8b You have the cption below to assert preemptively that your tacility iz ot a zeparate site trom atfilisted zmall
pevwer produchan OFs using the same energy resaurce mere than ons mile but less than 10 milas Farnoweor facility,
Il edsditional space is reeded, centinue in e Miscellaneeus seclivin zlarling on page 24,

Pursnant to 1RO L & 292 204 (&0 2000000, 1 affiliated small acwer procducer qualifing facilites are mare than ane
rovile bl less Uhan 10 miles agarl thereis o reluallable presomplicn Lhal Chey are al seperale sikes. The faclors lisled
belaw are sxamples ot the factors that the Commission may conszider in deciding whethar small powear praduction
facilities that are awned by the same persands o its affiliates are locatec “at the same site™ 1) physica!
choractedsticy, including zuch common charackeristics as infrastrocturs. property ownershio, property leases,
conbrel facilities, access and sasements, interconnection agreements, intercomnaction facilities up te the point of
interecnnoection b the distribution er Liarsimission system, collectar systems ar fadilitics, points of interconnestion,
mative tarce ar tuel source. ott-take arrangements, connections to the electrical grid, evidencs ot shared contra!
systerns, commen permitting and land leasing, and shared step-up transformers; 2nd D1 gvenersndodather
choracteddstics, including such choracteristics as whether the focilitizs in question g owned or contrallod by the
same persanis! or affiliated persansis!, operated and maintained by the same or affiliated entitylies), s=lling to the
sarme eheclid ulilily, wsing comman debl ar sguily financing, carstruckedd by Lhe same enlily wilkin 12 mankhs,
managing a power sales agreement executed within * 2 months of 2 similzr and aftiliated small power producticn
gualifying facllioy icontinued next pans!..,
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FFRE Farm aka Pace 15 - Smiall Pawer Production

Certification of Compliance with Size Limitations {continued)

Certification of Compliance
with Fuel Use Requirements

8h Continued

- [rontinued from previous pags] in the same location, placed into service within 12 minnths af an affiliatec small
power produclion O peojecl's commardial opealion dale as specilicd in Lhe power salos agreement, ar shaiing
2Mgineering ar precurement contracts.

o Thu Salar, Wirn, Wasle, and Geolbermal Pewer Froduclion Incenlives Acl ol 1930 dncenbivas Sel) poovides
axamption from the sze limitztionsin 18 CF.R § 202 2041al tor certain tacilities that wers certtied prior to 1995,
Are pouwesking axemation from the size Iimitations in 18 CRIR, & #92 30408) by virtue of the Incentives Act?

Ve (rantinge at ine Bl belows) M skl Himes il threugh B

Bd Was Lhe criginal notice of sell cerilication er application for Commission carlilicativin al the Tty liked cn or
lhefore Decamber 31, 19947 Yeg[ | R |

8e Did construction of the tacility commeance on or before December 37, 19057 oo Mo

BF It you answerad Mo in line Be, indicate whether reascnable diligence was exercised toward the completion ot
the facility, taking inte account all factars relsvant bo construction? Yes | Ro [

I o answenec Yas, provide 2 briel narralive explanation in (e Miscella neous seclion slarting an poge 24 of Lhe
canstruction timeline (in particular, descrdbe why constraction started so long after che tacility was certitied) and the
diligerice exercised toward completion of the Tacility,

Pursuant to 180 K b 292 204, qualifving smiall power preduction Facilities ey use fessl fucls, in minimal
amourts, tor only the tollowing purposes: ignition; start-up; testing; fame stabilization; contro | use; alleviation or
prevention nf umanticinated squipment autages; and allewatian or prevention nf emergensies, directly affacting
the public healthy, safoty, or welfars, which would result frarm electric power cotages, The armicurt of fossil fucls
used for these purposes may not exceed 25 percent of the total energy input of the tacility during the 12-month
prekioed Beinning with the date the faclity first produces electni energy o gy calenclar vear thereafher,

9a Cartification of compliz nce with 18 CF.R. § 232 204(b1 with respect to uses of fossil tual:

Applicant certilies thal Lhe Facilily will wse fssil fusls @xclusieehy far Lhe purposss lisked 2bave,

b Cerification of compliance with 18 CFER. § 2492 2100 with respect to amount of frssil fuel used annualy:

Applicant corifies thal the amaunt of fessil fuel wsed ak the Facility will nod, in aggregate, exceed 25
| percent af the total energy input of the facility during the 12-manth period beginning with the dake the
facilicg first produces electric enercy or amy calendar vear thereafter,

L
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Information Required for Cogeneration Facility

If wou indicated inline 1k that you are seeking qualifying cogensraticn facility status for wour facility. then you must respondd
L L ilerms oo psagges 16 Wicugh T8 OLherwise, sk pages 16 Lhrough "8,

General Cogeneration

Information

Fursuank Lo 18 CF K. 8 2922020, o cogeneralion leulily produces eleclric energy and lforms of useful therrmal

energy tsuch as heat or steam) used for industrial, commercial, beating, ar conling purposes, through the sequential -
use of energy, Pursuant to TR CA, § 28220245, "sequentlal use' af cnergy means the fellowirg: (13 fora tepplng-

cycle cogeneration facility. the use of reject heet from a power producton process in suffident amourts in &

thermal applicatinen ar process to ranfrem to the requirements of the aperating stancard contzined in 1R CFER, §
292205000 or 2] for & bolloming-cvcle cogencration Racilily, the use of al least some soject heal rom a Lhermal
application or process tor power production.

10a Whet typelsl of cogeneration technelegy does the tacility represent? [check all that apply) LT

lapping-cvcle cageneralicon Battoming cycle cogeneratian

10k To help demonstrate the sequential operation af the cogeneration procass, and to support compliance with
alher reguirements such as the cperaling and efficiendy slandards, includ wilh yaur Tiling a mass and heal
halance diagram depicting average annual opersting conditions. This disgram must include cartain tems and
mieet cerkain regquirements, 25 described below, You must check newt bo the description af each reguirement
brelow b cer il Lhal wou have complivdd wilh Lhess reguirermaenls,
Check to certify
compliznce with
indicated requiremznt Feguiremernt
Diagrarm must show orentation within system piping andsfor ducts of all prime movers,
hieal recovery steam aeneralors, boilers, lectric generators, and condensers (as
applicable), as wall as any ether primary equipment relevant to the cogereration
PIrCass,

Any average annval values required to be reparted infines 10b, 123,134, 735, 13d, 131,
142, 14k, 15d andyor 15F must be computed owver the anticipated hours of operation.

Lriagrarm rust specify all fuel inputs by fuel type and average annual rate in Bk, Toel
far supplementary tiring should be specitied separatzly and clearly labeled. All
speclfications of fuel Inpuds should pae lawer heating values,

Dlaggram st speclfy average qross electrls outpot in W& or MW far sach generater,

Driggram rausl specify ave rege me<hanical oulpal (bal is, any machanical energy laken
oft ot the shaft of the prime movers tor purposes not directy relzted to electric pawer
geraration] i harsepower, IFany, Typlcally, a cogeneratian facllcy has no machanical
output.

At each paint Fer which werking fluid Soe conditions are reguired te be specificd lace
belaw), such fiow condition data must includa mass flow rate (inlbsh ar kgds),
ternperature n°F, R S ar K absaluge pressure (e psta ar kPay and enthalpy (n Boudlk
or k17kgl. Excepticn: For systems where the warking fluid iz Nguid only Ino vapor at any
pint in the cyele) and where the type of liquid and specific heat of that liguid are claarly
indicabod am U <diagrarm o in Uie Miscellanceus seclion slarling on page 24, anly miass
flave rate and temperaturs (rot preassure end enthalpyl nead be specifisd. For referencs,
specific heat at standard canditions for pure liquid water i approximataly 1002 Btus
(IL*RY or 4155 iy *KlL

Diagram must specify working fluid f ow conditions st input to 2nd output from each
steam turbine ar ather exdpanzicn wikine or back-pressure turbing.

Lhiaggram rrwsl specify werking Muicd Towe condilions al delivery e andd celuen Trom each
thermal applicaticn.

Lhiagram rmust specify werking Muid Tow conditions st make-u poesator inpuats.



Docket Nos. RM19-15-001 and AD16-16-001 -334 -

FFRC Faran aka Pae 17 - Cogeneratian Facllitgs

EPAct 2005 Requirements for Fundamental Use

of Energy Output from Cogeneration Facilities

CRACE 2005 cogencration facilities: The Cnergy Police Act of 2005 (CRACL 20051 catablished o new section 27 0n) of
the Public Litility Regulatory Palicies Act of 1978 (PURPA), 16 USEC B34a-3n), with additional requirements tor any
gualilving cogeneratian Facility thal (1) is seeking Lo sell eleclnic erergy puiswant Lo seclion 270 al PLRES, ansd (2
wias gither not a cogeneration Facility or August 8, 2005, or hac nat fited a self certification ar application for
Commissicn certification of GQF status an or hefars February 1, 2006, These recuirements were implementsd by the
Commisziciin 19 CHE 5 292205000, Complebe Lhe lines Lelows, caselully Tallewing U imstructions, le demonsbrale
vehether these additicnal requirements apply to your cogeneration tacility and, if so, whether vour facility complies
wilth such recuirerments,

11a Was your facility operating 33 a qualitving cogeneratian facility on or before August &, 20057 Tes M

11h Wos the inital filing seeking cerlification of your faciliby twhether o nolice of self certificetion or an application
for Comrission ceditication; filed on or befare February 1. 20067 Yes — Mo [

Ifthe answer To elther ling 1 1a.ar 7 1k 005 Yes, then continge 2 lne 11 below. Dtherwlse, B e anseiers 2o hoth Hees
1z ond 11bare Na, skipto ling 112 below.

11 With respact to the dezign and operation af the facility, have any changes beainimplementad anar atter
Iekruary 2, 2006 Lhal aMecl general plant aperelion, alecl use of thommal aulpul, ancior indrease nel pawsr
producticn capacity fram the plant's capacity on February 1, 20067

| Yes lcontinue at line 17d belov)

Mo, Tour Facility is ot subject te the requinemeants of 13 CFR 6 292 2050d) at this tirme, However, it rmay be
[ suhject ta to these requirements in the future if changes ars made to the taciline. At such time. the applicant
ol led noed bo recortify the facility to determine cligililive. Skiplines 17d through 17

11 Does Lhe applicant contend Chat the changes identified inlirse 114 arz rel soosignificant as Lo make The Gacility
a"new’ cogeneration tacility that would be subject tethe 18 CFR. § 292_205{d) cogenaration requirements?
Yas. Prowvide in the Miscellaneous section starting on page 24 a description of any relevant changes mads to
| the facilivy dncludineg the puraese of the changes) andd a discussion ofwhy the faolity should not e
considered a "new’ cogeneration facility in light of these changes. Skip lines 11ethrough 1]

M, Applicant stipulates La the fact thal it is a "new” cogereration facility (e puipoeses of detesmining the
| applice bility of the requirements of 18 CFR. § 202.20510d)) by virtue of moditications to the tacility that were
Initiatad an or aftar Fehrany 2, Mg, Continne below 3t line 114,

11e Will electric erergy from the faciling ke sold pursuant to secticn 210 of PLRPAT

Yes. The facility is an FFACT 2005 cogeneration facility. Yoo must dermonstrate campliance with 18 C.FR. &
22 2032 by continwing At ling 117 Bzl

Mo, Applicent certifies that cnergy will el be sald gursaant B section 21007 PURPS, Applicant also <ertifies

its understanding that it must recertify its facility in order to determine compliance with the requirements of
VAR C R, § 290 205001 hefare selling energy pursuant bosection 210 af PURPA in the future, Skiplines 11f

Lhreugh 11

111 Is the net power production cepacity of yvour cogeneration facility, as indicated in line 7g ebave, lass than or

pojual tn w0 kA
e, Lk pel pevweer proclu licn capaciby is less Lhar or equal Lo 5,000 W, 18 CRR, 5 202 20504041 pravides o
rebuttable presumption that cogeneration facilicies of 5,000 KW and smaller capacity comply with the
reguire merts far fundamental use of the faality's energy output In 18 CFRR, § 2920 2050d)02. Applicant
cerlilivs ils urdersba nding Lhat, stould Lhe puwer production copacily of e Gacilily inoresss abcwe 5,000
kW, then the facility must be recerdtied to famong other things) demanstrate compliance with 1IRCFR.&
FO2 0502, Skip lines 11¢ threuah 11),

M, the net poase s production capacity s groater than 5000 kW, Demonstrate complianoe with thoe
| reguire merts for fundamental use of the fedlity's energy outputin 18 CFR. § 292.205(d)i2) by continuing on

the next pace at line 170,

b

o

w

-

w
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Lines 17g tiraugh 11k belass guide the applicant thraugh the precess of demoenstrating compliance with the
requirements for "fundamental use” of the facilin's energy output. 18 CFR. & 202 205012} Only respond to the
lirezs o Lhis page ol e mslraclions on the previcus page dingclwen Le do s, DRereice, skip Lhis page,

1& C.F.R. § 292 _215(d)(2) requires that the slactrical, thermal, chemical and mechenical output ot an ERAct 2005
cagenetation faclity 15 used fundamentally far Industizl, cemererclal, residentlal o institutional purpesss ard 1S
nctintended funda mentally for zale to an electric utilice, taking into account cechnaologizal, efficiency. economic,
and veriahl= therral rrergy requiremeants, as well as state laws applicable to sales of electric erergy from &
qualifeing lacility L its hast Tacilily, IMyou were direcled on Lhe proviaus page Lo respond b Lhe ilems on this page,
then your facility is an EPAct 2005 cogeneration facility that is subject to this "tundamental use” requiremant.

Ihe Cammission s negulations provide & tve-prenged approach to demonstrating campliance with the
requirements for fundamental vse of the facility's energy output. First, the Commission has established in 18 CF.R.
& 0 20AE) A undamantal s test® that can ke nzad to demanatrate complianee with 18 CFR, & D92 20500 7.
Under Lhe Tundamental vse teslk o Gilily is considercd Lo cormply with 15 CRR, § 202 2030200 al least 50 percenl
of the taciliny 3 total annuzl energy autput sincluding electrical, thermal, chemical and mechanical energy aukput is
wsed fror Industrlal, carmmeraizl, resiclentlal ar Insttutianal purpases,

Second, an applicant tor & facility that doss not pass the tundamental uee =5t may provide a narrative explanation
of and support far its contention that the facility nonetheless meets the reguirernent that the electrical, thermal,
chemical and mechanical cutput of an ZPAct 2005 coganeraticen tacility is used fundamerital ly for industrial,
coenmercial, residential orinstituticnal purpases 2nd is net intended tundamentally for sale toan electric utility,
Laking inte acceunt technolagical, efficiencw, coaramic, anc varialie thenmal erorgy reguirermants, 2 well as state
laws applicasle to sales of electric energy from a qualitying facility toits host facility.

Complate lines 170 Giraugh 17 el te determine com pliancs with the fundamental use 12stin 182K 5
292 205(di13;. Complete lines 1 1g thraugh 11j even i you do rot intend o rely upan the fundomeniol use rest to
damansiate normpanne with 18 C AR 5 2022050000,

11g Smount of electrical, thermal. chemical and rmechanical energy cutput (net of int=rnal
generation plant lasses and parasinic lozds) evpactad to be used annually foringustdlal,

cornmercial, residential erinstitutiona purposes and not sald to an cleconic otility KR
11h Total armount of electrical, thermel, chemical and mechanical energy expected to be
soled 2o an electrw utiling KR

1 Fercentane of total 2nnual energy autput expected to b usad for indu strial,
cormmercial, residential orinstitutional purposes and not sold to o utility
=100"11g/11g + 11h} [

11] 15 the raspanse in line 170 qreater than or equal 1o S0 percent?

e, Yaur faclliny cormplies with 18 CF AL & 2o 2080l 00 by wvistue of passing the fundamental uese teat
providud in 18 CRE 8§ 202 2050031 Applicanl cerlifies ils understandiog Wal, i5il s Lo rely upoe massing

| the fundamental use test as a basis for complying with 18 CFR. § 292 205141420, ther the taciity must
comply with Che Tundamental use test bathin the 12-manth pericg beginning with the date the facility first
produces alactric energy, and in 2l subz=equent calendar years,

Mea, Your Facildy cdoes nnt pass the fundamentzl use test. Instead, you must pravide In the Miscelliznequs
sxclion starling on page 24 o naralive coplanction of and support for ey vous Tacility ot the
recuirernant that the slactrical, tharmal, chemical and mechanical output of an EPACt 2008 cogeneration
facility is used fundamentally for industial, cammercial, res<dential erinstituticnal purpases an<d is not
intended lundarran Lally fur sale Lo anelectric utility. taking inte sccount technological, efficiency, soaromic,
and variable thermal energy requirements, aswell as state laws applicable to sales of elactric energy from a
OF Lovils buesl Tacility, Applicants providing a narralive explanation of why their Facilily should be Tound Le

| comply with 18 CFR.§ 202 205(d)(2] in spite of non-complianca with the fundamentz| use test may went to
review paragqraphs 47 through 61 af Cider Mo, 871 (accessible from the Commissian's OF welsite at
v fercgavyOF), whicth provide discussion of the facts and circarmstances that may suppart their
explanation. Applicant should also note that the percentage reparted aliove will establish the standard thar
that facility must Comply with, bth for the 12-menth porod beginnieg with the date the facility first
produces alactric energy, and in all sulzsequent calendar years. See Order Ma. 671 at paragraph 51, &= such.
the applicant should make sure that it reports appropdate values ar lines 119 and 11h abave ta serve as the
melevanl annual slandang, Laking inle scceunt expected varations in proaduction condilions,

EPAct 2005 Requirements for Fundamental Use
of Energy Output from Cogeneration Facilities {continued)
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Information Required for Topping-Cycle Cogeneration Facility

If you indicated in line 10& that your facilicy represents topping-cycle cageneration technology, ther you most respand to
Lherilerns cn pages 19 arad 20, OURerwise, ship pages 19 aed 200

Thie Lthermal energy oulpul of a lwpping-oece cogeneraticn lacilily is the nel eneryy made available Lo an irdusLial
arcommercial process or used in A heating or cooling application. Fursuant to sections 292.2020(c), (4] and (k) ot the
Commissicn's regulations (18 CUR 8% 292,202, i and (b)), the thermal erergy output of 2 gualifeling topplng-
cycle cogeneration facility must be vseful. In connection eith this requirement. describe the thermal cutpot of the
rapping-ryele raceneration facility by responding tn lines 12a and 120h ke lo.

12a |dentify ancl descriae each thermal host, and specify the annual average rake of tharmsl output meds avsilable
taeach host foreach use, Far hastswith multiple uses of thermal cutput. provide the data foreach use o
AR Averace annual rate of
Llhermal aulpul
attributable to use (nat of

" Check hers and continue in the Miscellaneous section starting on page 24 if addtianal space is needed

Mame af entity themmal hest) Ihermal host s relatianship o facilitg heal contained in process
Lakirg thermal oubpul Thermal host's use of thermal oulpul ratum or mioke upowalar)
2 Soleck Lhermmal huosl's relationship Lo Facilily
Lelect thenmal host's use af thermal output Bitudh
2 Seleck Lhaerrmal host's relalionship Lo Gacilily
i
il} Lelect thenmial host's wse af thermal outpot Btuch
L = ; . .
=28 - Seleck themmol host's relationship to Facility
(] )
t'j'| o Select thermal huost's use of thermaloutput Blush
E a_ i Lelect themmal host's relationship to facility
O = I —
% S Solecl Lhormal hosl's use of thermal oulpul Bl
- = i Lelect thenmal host's relationship o facilivy
e =l
o E Saalec L Lhwerrrial biosl's use of therma | oulpul Eluh
-
5 E . Lelect themmal host's relationship to faciliy
)
_g = Select themnal host's use of thermal outpot Btuh
Sl
i
LA
=

12k Derranstration of usefulness af thomal cutput Ataminimom, gravids @ st cesoription of cach use of the
thermal cuzput identitied above, |n some cases, this orief dascription iz sufficient to demonztrate vsetuiness.
Hewever, ifyaur facilings use af thermal autput is nat cammmon, and/er if the usefultess of such thermal autput is
ruel reasonably elear, Lhen veo must provide additienal delails as necessary be demanstrale useholness, Youor
application may be rejected andsor additional infermation may ke reguired # an insutticient showing of usetulness
iz imacle, (Ecceation: Moy have previously received a Commission certification apireving a specfic use of thermal
outpul related Lo the instent facility, then you need only provide a briel description of that use and a reference by
clate and docket number te the orcder certitying your faciling with the indicated use. Such exemption may nat be
wsed il any change creales a maberial deviation Tnem the proviowsly authorized wsed Dadditicoal spece is nceded,
conktinue in the Miscellaneous section starting on page 24.
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Page 21 - Tapplng-Cyele Coqensratinn Faclines

Topping-Cycle Operating and

Efficiency Value Calculation

Applicants for facilities representing tepping cycle techrelegy must dermenscrobe corm pliarce with the topping
oycle operating standard and, if applicable, efficiency standard. Section 2%2.205(a1{1; ot the Commissiocn's
resgpulations (T F L & 292, 2050307 neslablishes the epeabng slandard for lopping-cycle cogensiation ladilidies:
the useful thermal 2nergy output must be no less than 5 percent of the total energy output. Saction 292.205(al 12!
(18 CFR. & 202 20503000 establishes the efficiency standard for topping-rycle cogeneratian facilities for which

ins Lallalior carmmenced coar aller March 13, 19800 Lhee wsselul posser walpal of W Tacilily plus are-ball the uselal
thermal erergy output must (&) be no less than £2.5 percent of the tatal energy input of netural gas end oil o the
facility; and (B IF the useful thermal erergy output is less than 15 percent of the total epergy output of the facility,

b e less thian 45 percent of the total energy input of notorsl gas and il to the facilice. Te demanstrate

camnpliance with the topping-owcle aperating and,or efticiency standard s, or ta demonstrate that your faciling is
et frarn Che officicncy stardard based cn the cate thatinstallation commencod, respand tolings 132 throug h

131 below.

IF g inedicated in B 108 that vour facility reprosents Doth topping-cvcls and Bottemine-Oec ke cagonerations

technclogy, then respond to lines 13a through 31 below considering anly the energy inputs and outputs

attributabls o the topping-cycle partlon nfyaur facllite Yaur mass ane heat halance dliagramm mst make clear
wehiich minss and energy fow values and system components are far which poertion (opping or bottamingd of the

cogeneration system.

13a Indikate the annual average rate ot usetul thermal 2nergy cutput made available
o the hast(s), net of any heat centzined in condensate return ar make-up water

13b Indicate the annual sverage rate of net electrical 2nergy autput

13c Nultiply lina 13b by 3412 to convert fram KW to Btu/h

13d Indicate the annual everage rete of mechanical energy cutput taken directly oft
of B <haft of a prirme rmcsen for punaoses aot divectly related to powet productica
(thiz value is uzually aero)

13e Nuwltiply lin=13d by 2.544 to canvert from hp to Btu/h

13f Indicate the annual average rate af 2naroy input from natural gas and oil

13g Topping-cycle operating value = 100% 13a /{132 + 13c—- 13

13h Topping-cycle etticiency walue = 100 * [15%1 3a+ 130+ 13e) 713t

Btugsh
k.lnlllul.

1 Riudh

hp
1 Btk
Rtk
%

Y

130 Compliance with operating standore: s the speating value shavan in line 139 arealer than or eyual Lo 357

fes wcemplhes with aperating standard)

M fddoes not camply with aperating standard)

13] Did instzllatior of the facility in its current form commence an of afterddarch 14, 196807

‘fas. Your facility is subject to the etficiency requirements of 18 CF.R. § 2%2.2051a1;2]. Demanstrate
! compllance with Chie efficiency requirement by respcenading 10 lime 13k or 130, a5 apoliczlle, below,

| Mo, Yrour facility is exemnt from the effriency standard. Skl lines 14k ane 1350

13k Compliance with efficiency standard far low operating waluel: IF the cperating value shawn inline 13gisle:s
Lhar 15, then ingicats bolaw whather Che efficiency value shosein line 130 greater than or egual 1o 45%:;

| a5 (complies with efficiency standard) | Mo jdoses not comply with efficiency standard,

13| Compliance with efficiency slardard (e bigh cperating valuel: IF the operating valoe shown in line 13g s
greater than ar 2qual to 15%, then indicats below whnether the efficiency value shown in line 12h is greater than ar

ezl o 42,550

s tcemiplios with officiency sturdard;

 Modoes not cormply with efficiercy stondand;

-

b

w

L
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Information Required for Bottoming-Cycle Cogeneration Facility

If wou indicated inline 10a that vour facilicy represants bottoming-cycle cogensrabion techhology, then yau must respond
L L ilerms o pagges 21 arwd 22, OLheresse, skip pages 21 angd 22,

Thue Lthermal erergy oulpuol of o boellarring-cecle cogeneralivn Tacilily is the energy relaled Lo Lhe processies) frarr LT
wehich at [east some ot the reject heat is then used tar poweer production. Pursuant to sections 292.2020c] and (&) af

Ehe Camandsslan's regulations [TH CER & 292,203 0 and (e, the thermal enargy cutput of 2 qualifylng bettoming-

cycle cogeneration facility must be vseful. In connection eith this requirement, describe the processies) from which

at least some af the reject heat is used for power pracuction by responcdineg ta lines 143 and 149k helnw,

14a Idantify and descring sach thermal knst ard each hottaming-cecle ragensration process engaged in by each
hiest. Fur hosts with muldple bottoming e cogeneration processes, provide the data for cach process iz

SEMIIORE FONE.
’ Haz L eoargy inpul Lo
Mame ot =ntity [tharmmzl host) the thermal hast been
performing the praccess fram augrmenbed far purpases
which at lesst some of the of incraasing power
rejact heat is used for power Iheemal hast s relationship ta Tacility: productinn capacity?
produclicn Thermal kast's process bvpe 4 e, deseribe on p. 24
i Selecl Lhermal besl's relalionship Lo Telily Yag Mo
Gelect thermal hnat's process bpe
i Select therrmal hest's relationship to teclity Yoo | Pl

Selecl thenmal hoat's procsss Dyne
[ 1 4'e el = A e .

5 Select thermal host's relationship to tacility Yoo | Mo

el themmal besl's process bpe

Check here and conlinue in the Miscallaneous section sLlarting on poye 24 i addilional space is nesded

14b Demaonstration of usefulress of thermal cutput: Ataminimuom, grovide 8 briet cescription of each process
Identifled ahave. I some cases, this kbrlef descriptinn ik sufficlent to demanstrate usefulness. Hoveewer, iF your
facility's process s ot cormmar, ardsor i G asefulness of such thermal outpot is ol reasonobly clearn then vou
must provide additional dekails 3= neceszany to demonstrate usetulnezs. Your application may b= rejected and/ar
acaiticnal infeomation may be required iFan insufficient shawing of usefulness is made, [Baception: IFyou have
previcuslhy received a Cormmission cartilication approving a specific bottoming crcle process related to the instant
facility, then wau need only provide a hrief description of that process and a reference by date and doc ket numiber
Lar Lhe widser cerlifying you Gacilily wilh Lhe indicated process, Suck exemplion may nol be used i any malanial
changes to the process hava been made, I additionzl space is needed. continue in the fMiscellansous section
starbing an page 24,

Usefulness of Bottoming-Cycle
Thermal Output
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FFRC Faran aka Fage 24 - Ratteming-Cycle Cagenseration Facilltles

Applicants for facilities representing botleming oycle technaology and forwhich instellation cormmencod eon or after
farch 13, 1990 must demonstrate compliance with the bottoming-cycle efficiency stendards. Section 292208k, ot
Lhe Cormimission's regulations [THCF R & 292 20801 establishes Cthe elliciency standand fen bellaming-cele
cogeneration facilities: the useful power outout of the fagility must be ne less than 45 percent of the energy inpuk
of natural gas and oil for supplementary finng, Ta demonstrate campliance with the bettoming-cycle efficiency
sbancard Gl applicablel o Lo derrnsbrale Wl wour Gacility is weernpl rarr Uhis slandand besed cn e cale Lhal
installation ot the facilicy began, respond to lines 15a through 15h below.

IMyouindicated in Ene 1a thal your Tacilily repiesenls Bedb lepping-cpcls and Bolleming-cycle cogeneralian
technciogy, then respond tz lines 15a through ° 5h below considering cnly the energy inguts and outputs
attibutakle ta the bottormmag-cycle portion of your facllity, Your mass and heat balance dlagrams must make clear
wehiich miass and energy Tow volues and system components are far which poertion af the coyeneration =ystam
(copping ar bottomingl.

15a Did irstallation at the faility in its current toem commence cn or after March 13, 19307

s, Your facilite is subject to the efficiercy roguirement of 18 CFR. § 292 20300, Demonstrate compliange
— with the efficiency requirement by respanding tolines 1508 through 15h beloe.

Ma. Yourfacility is exempt from the etficiency standard. Skip the rest of page 220

15b Indicate the annual @verage rate af net electrical energy aubput
ki

15€ NMultiply lina 15h by 30123 o canvert fram KW to Bt/
o Bk b

15d Indicate the annual average rate af mechanical =nergy cutput taken directly off
Gl the shafl ol a prime rceser for parposes acl direclly relalod Lo posser produclicn
(thiz value is vzually zero) hp

15& Wultiply lin= 13d by 2,544 to convert from hp to Btu/h ]
o Rtush -

Bottoming-Cycle Operating and
Efficiency Value Calculation

15f Indicate the annual average rate af sugplemeantarny enengy input from natural gas
oo il Rtk
15g Battoming-cycle efficiency walue = 1007 0150 + 152] £ 15F

0 Y w

15h Complianoe wilh eficiency standard: Indicale bebove wehielher e elficiency valae shieaserin line 15y is greeler
than orequal to 45%:

Yoo iwemplios with fficlency standard; B fdoes pot camply with cfficiency standa g,
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FFRC Faran aka Fage 23 - all Facllities
Certificate of Completeness, Accuracy and Authority

Applicart must certify complionee with end understanding of filing requirements by thecking nest to each item below and
signing at the bottom of this sectian. Forms with incomplets Certificates of Campleteness, Accurany and Authonty will be
rejeclod by L seretary of Lhe Cammissian,

Ligner identified beloe certities the frllowing: check all is=ms and applicahle subitems)

He ar sh= has read the tiling, including any informnation contained in amy attached decuments, such as cogeneration

[T mass amd heal balance ciagrams, and any infeomatian cantained in the siscel aneaws secticn starting an panse 24, and
knows il conlernls.

M He ar she has provided all of the required infomnatinn far certification, and the provided informatinn is troe &8s stated,
L Lk boest ol his cor ber knaesdedy e and Belicl,

L Hez sar she pozsess Tull poveer and avthenily Lo sign the filing; a8 required by Bule 20050028 of the Cormmizzsien's Bules of
Practice and Procadure 118 CF.R. § 385 2005(a)(3)), he or she is ane of the following: icheck one’

[C The persor on whaoze behalt the filing is mede

[ Ancefflcer of the corporation, trast, asscclation, o other grganized group an bebalf of wehich the Aling 15 made
A efficer, agent, o e plowe of the governmental authorlty, anency, or instrurmentality on behalf of which the
filing is made

i A representative qualified to practice before the Cormmission under Bule 2101 af the Cammissian's Rules of
Praciice andd Procedurs 018 CFE % 38521010 and wha possesses aulharily 1o sign

| He ar she has ieviewed all automatic calculations and agrees with their resultz, inless otherwise nated in the
Miscellaneous section starting un page 24,

Hez aar shie has provided o copy of Chis Foom 556 and all allachrenls Lo U wllities stk wehich the Gacility will
interconnect and transsct (see lines 43 through 4d), a5 well a5 to the regulatony authorities of the states in which the

m factlity and thase utllites reside, See the Reguired Matice ta Public LTSRS and State Regulaton Authonties sectian on
page 4 fur mare informstion,

Pravide yaur signature, adidress anc signaturs date helow, Rule 2005600 of the Cammissian's Roles of Practics and
Procedurs (18 CFK. 5 3652003700 provides thal persars filing their docarmants clectronicelly may use brped choraclers
reprezenting his or har name te sign the filed documents. A person filing this document electranically shauld sign (by
Tyl his oraer namie) in the space prviced below,

Yaur Signatue Your address Diaks

Auedit Metes

Commission Staff Use Only: |




Docket Nos. RM19-15-001 and AD16-16-001 -341 -

FFRE Farm aha Fage 2a- all Facilities

Miscellaneous

Lse this space to provide any infermation for echich there weas not sufficient space in the provicas sections of the form to
prowida, For 2ach such itern of informatian cleeny ideatify Mis line nuemiber that the infonmenion Galangs ta. You may also use
this space to prowde sy adaitional infarmat on o Believs s elevant i the certiflcation of your fadllity,

Your response helaw is not limited to one paga. Additional gageis) will automatically be inserted intz this form it the
lergth of your response exceads the space on this page. 1se 25 many pages as you recuire,




UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Qualifying Facility Rates and Requirements Docket Nos. RM19-15-001
Implementation Issues Under the Public Utility AD16-16-001
Regulatory Policies Act of 1978

(Issued November 19, 2020)

GLICK, Commissioner, dissenting in part.

1. I dissent in part from today’s order on rehearing (Rehearing Order') because it
upholds the overwhelming majority of Order No. 872,2 which effectively gutted the
Commission’s implementation of the Public Utility Regulatory Policies Act (PURPA).?
The Commission’s basic responsibilities under PURPA are three-fold: (1) to encourage
the development of qualifying facilities (QFs); (2) to prevent discrimination against QFs
by incumbent utilities; and (3) to ensure that the resulting rates paid by electricity
customers remain just and reasonable, in the public interest, and do not exceed the
incremental costs to the utility of alternative energy.* I do not believe that Order No. 872
satisfies those responsibilities.

2. Although I have concerns about many of the individual changes imposed by the
Order No. 872,3 I remain, on a broader level, dismayed that the Commission is
attempting to accomplish via administrative fiat what Congress has repeatedly declined to

Y Qualifying Facility Rates and Requirements Implementation Issues Under the
Public Utility Regulatory Policies Act of 1978, Order No. 872-A, 173 FERC § 61,158
(2020).

2 Qualifying Facility Rates and Requirements Implementation Issues Under the
Public Utility Regulatory Policies Act of 1978, Order No. 872, 172 FERC 4 61,041
(2020).

3 Pub. L. No. 95-617, 92 Stat. 3117 (1978).
4 See 16 U.S.C. § 824a-3(a)-(b) (2018).

5 Those concerns notwithstanding, I supported certain aspects of Order No. 872,
including the revisions to the “one-mile” rule, requiring that QFs demonstrate
commercial viability before securing a legally enforceable obligation, and allowing
stakeholders to protest a QF’s self-certification. See Order No. 872, 172 FERC § 61,041
(Glick, Comm’r, dissenting in part at n.4).



Docket Nos. RM19-15-001 and AD16-16-001 -2-

do via legislation. I am especially disappointed because Congress expressly provided the
Commission with a different avenue for “modernizing” our administration of PURPA.
The Energy Policy Act of 2005 gave the Commission the authority to excuse utilities
from their obligations under PURPA where QFs have non-discriminatory access to
competitive wholesale markets.® Had we pursued reforms based on those provisions,
rather than gutting our longstanding regulations, I believe we could have reached a
durable, consensus solution that would ultimately have done more for all interested
parties.

e PURPA’s Continuing Relevance Is an Issue for Congress to Decide

3. This proceeding began with a bang. The Commission championed its NOPR as a
“truly significant” action that would fundamentally overhaul the Commission’s
implementation of PURPA.? And so it was. The NOPR suggested altering almost every
significant aspect of the Commission’s PURPA regulations, thereby transforming the
foundation on which the Commission had carried out its statutory responsibility to
“encourage” the development of QFs for over four decades. Although Order No. 872
walked back some of the NOPR’s most extreme proposals, it adopted the overwhelming
majority of the NOPR, including all of its tenets. In so doing, the Commission upended
the regulatory regime that has formed the basis of its implementation of PURPA almost
since the day the statute was enacted.

4. I partially dissented from both the NOPR and Order No. 872 in large part because
I believe that it is not the Commission’s role to sit in judgment of a duly enacted statute
and determine whether it has outlived its usefulness. As I explained, “almost from the
moment PURPA was passed, Congress began to hear many of the arguments being used
today to justify scaling the law back.”® Congress, however, has seen fit to significantly
amend PURPA only once in its more-than-forty-year lifespan. As part of the Energy
Policy Act of 2005, Congress amended PURPA, leaving in place the law’s basic
framework, while adding a series of provisions that allowed the Commission to excuse
utilities from its requirements in regions of the country with sufficiently competitive
wholesale energy markets.” And while Congress considered numerous proposals to

8 Pub. L. No. 109-58, § 1253, 119 Stat. 594 (2005).
7 Sept. 2019 Commission Meeting Tr. at 8.

8 Qualifying Facility Rates and Requirements Implementation Issues Under the
Public Utility Regulatory Policies Act of 1978, Notice of Proposed Rulemaking, 168
FERC § 61,184 (2019) (NOPR) (Glick, Comm’r, dissenting in part at P 3).

® Supra note 6.
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further reform the law, it never saw fit to act on them.'® Against that background, I could
not support my colleagues’ willingness to “remove[] an important debate from the halls
of Congress and isolate[] it within the Commission.”" Whatever your position on
PURPA—and I recognize views vary widely—“what should concern all of us is that
resolving these sorts of questions by regulatory edict rather than congressional legislation
is neither a durable nor desirable approach for developing energy policy.”"?

5. Order No. 872 and today’s order on rehearing retreat from much of the original
rationale used to support the NOPR, but the effect is the same: The Commission is
administratively gutting PURPA. Make no mistake, although the Commission has
dropped much of the NOPR preamble’s opening screed against PURPA’s continuing
relevance, Order No. 872 is a full-throated endorsement of the conclusion that PURPA
has outlived its usefulness. And while walking back the argument that PURPA is
antiquated may reduce the risk that Order No. 872 is overturned on appeal, that does not
change the fact that the rule usurps what should be Congress’s proper role.

6. Throughout this proceeding, the Commission has been quick to point to
Congress’s directive to from time to time amend our regulations implementing PURPA.!3
Order No. 872, however, 1s a wholesale overhaul of the Commission’s PURPA
regulations that reflects a deep skepticism of the need for the law we are charged with
implementing. I continue to doubt that is what Congress had in mind when it gave us
responsibility for periodically updating our implementing regulations.

e The Commission’s Proposed Reforms Are Inconsistent with Qur Statutory
Mandate

7. PURPA directs the Commission to adopt such regulations as are “necessary to
encourage” QFs,™ including by establishing rates for sales by QFs that are just and
reasonable and by ensuring that such rates “shall not discriminate” against QFs.!S The

10 See Solar Energy Industries Association (SEIA) Comments at 11.
'NOPR, 168 FERC ¥ 61,184 (Glick, Comm’r, dissenting in part at P 4).
214

13 Order No. 872-A, 173 FERC 9 61,158 at P 115; Order No. 872, 172 FERC
161,041 at PP 24, 48, 54, 67, 296, 628; NOPR, 168 FERC 961,184 at PP 4, 16, 29, 155.

14 A QF is a cogeneration facility or a small power production facility. See 18
C.F.R. §292.101(b)(1) (2019).

1516 U.S.C. § 824a-3(a)-(b).
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changes adopted by the Commission in Order No. 872 fail to meet that standard. In
addition, many of the reforms are unsupported—and, in many cases, contradicted—Dby
the evidence in the record.’® Accordingly, I believe Order No. 872 is not just poor public
policy, but also arbitrary and capricious agency action.

A. Avoided Cost

8. The Final Rule adopted two fundamental changes to how QF rates are determined.
First, and most importantly, it eliminated the requirement that a utility must afford a QF
the option to enter a contract at a rate for energy that is either fixed for the duration of the
contract or determined at the outset—e.g., based on a forward curve reflecting estimated
prices over the term of the contract.!” Second, it presumptively allows states to set the
rate for as-available energy at the relevant locational marginal price (LMP)."® The record
in this proceeding does not support either of those changes.

i. Elimination of Fixed Energy Rate

0. Prior to Order No. 872, a QF generally had two options for selling its output to a
utility. Under the first option, the QF could sell its energy on an as-available basis and
receive an avoided cost rate calculated at the time of delivery. This is generally known as
the as-available option. Under the second option, a QF could enter into a fixed-duration
contract at an avoided cost rate that was fixed either at the time the QF established a
legally enforceable obligation (LEO) or at the time of delivery. This is generally known
as the contract option. The ability to choose between the two options played an important
role in fostering the development of a variety of QFs. For example, the as-available
option provided a way for QFs whose principal business was not generating electricity,
such as industrial cogeneration facilities, to monetize their excess electricity generation.
The contract option, by contrast, provided QFs who were principally in the business of
generating electricity, such as small renewable electricity generators, a stable option that
would allow them to secure financing. Together, the presence of these two options

16 Genuine Parts Co. v. EPA, 890 F.3d 304, 312 (D.C. Cir. 2018) (“[A]n agency
cannot ignore evidence that undercuts its judgment; and it may not minimize such
evidence without adequate explanation.”) (citations omitted); id. (“Conclusory
explanations for matters involving a central factual dispute where there is considerable
evidence in conflict do not suffice to meet the deferential standards of our review.”
(quoting Int’l Union, United Mine Workers v. Mine Safety & Health Admin., 626 F.3d 84,
94 (D.C. Cir. 2010)).

17 Order No. 872, 172 FERC § 61,041 at P 253.

81d P 151.
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allowed the Commission to satisfy its statutory mandate to encourage the development of
QFs and ensured that the rates they received were non-discriminatory.

10.  Order No. 872 eliminated the requirement that states provide a contract option that
includes a fixed energy rate." Prior to this proceeding, the Commission recognized time
and again that fixed-price contracts play an essential role in financing QF facilities,
making them a necessary element of any effort to encourage QF development, at least in
certain regions of the country.?’ In addition, fixed-price contracts have helped prevent
discrimination against QFs by ensuring that they are not structurally disadvantaged
relative to vertically integrated utilities that are guaranteed to recover the costs of their
prudently incurred investments through retail rates.?!

11.  The record before us confirms the continuing importance of the fixed-price
contract option for QFs. Numerous entities with experience in financing and developing

Y 1d P 253.

20 See, e.g., Small Power Production and Cogeneration Facilities; Regulations
Implementing Section 210 of the Public Utility Regulatory Policies Act of 1978, Order
No. 69, FERC Stats. & Regs. 930,128, at 30,880, order on reh’g sub nom. Order
No. 69-A, FERC Stats. & Regs. 430,160 (1980), aff’d in part vacated in part, Am. Elec.
Power Serv. Corp. v. FERC, 675 F.2d 1226 (D.C. Cir. 1982), rev’d in part sub nom. Am.
Paper Inst. v. Am. Elec. Power Serv. Corp., 461 U.S. 402 (1983) (justifying the rule on
the basis of “the need for certainty with regard to return on investment in new
technologies™); NOPR, 168 FERC 9 61,184 at P 63 (“The Commission’s justification for
allowing QFs to fix their rate at the time of the LEO for the entire term of a contract was
that fixing the rate provides certainty necessary for the QF to obtain financing.”);
Windham Solar LLC, 157 FERC § 61,134, at P 8 (2016).

21 See, e.g., ELCON Comments at 21-22 (“More variable avoided cost rates will
result in unintended consequences that result in less competitive conditions and may
leave consumers worse off, as utility self-builds do not face the same market risk
exposure. Pushing more market risk to QFs while utility assets remain insulated from
markets creates an investment risk asymmetry. This puts QFs at a competitive
disadvantage.”); South Carolina Solar Business Association Comments at 8 (“[A]s-
available rates for QFs in vertically-integrated states therefore discriminate against QFs
by requiring QFs to enter into contracts at substantially and unjustifiably different terms
than incumbent utilities.”); Southern Environmental Law Center Supplement Comments,
Docket No. AD16-16-000, at 6-8 (Oct. 17, 2018) (explaining that vertically integrated
utilities in Indiana, Alabama, Virginia and Tennessee only offer short-term rates to QFs);
sPower Comments at 13; see also Statement of Travis Kavulla, Docket No. AD16-16-
000, at 2 (June 29, 2016).
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QFs explain that a fixed revenue stream of some sort is necessary to obtain the financing
needed to develop a new QF.? In both Order No. 872 and today’s order on rehearing,
the Commission responds to that evidence with a reference to the general track record of
independent power producers, and renewables developers in particular, that develop new
resources without a regulatory guarantee of a fixed revenue stream.?* But the
overwhelming majority of the Commission’s statistics reflect development in RTO/ISO
markets, where developers generally can rely on financing arrangements, such as
commodity hedges, to lock-in the revenue needed to secure financing.*

12.  Those products are far less ubiquitous—if they are available at all—outside of
RTO/ISO markets. 2 Accordingly, the success of relatively large independent power
producers in the organized markets does not constitute substantial evidence suggesting
that QFs will be able to finance new development outside RTO/ISO markets where
PURPA plays a larger role.?6 Indeed, the Commission’s deliberate blurring of the lines
between RTO/ISO markets and the rest of the country is the equivalent of arguing that

22 See, e.g., Public Interest Organizations Rehearing Request at 73-76; SEIA
Comments at 29; North Carolina Attorney General’s Office Comments at 5; ConEd
Development Comments at 3; South Carolina Solar Business Association Comments at 6;
sPower Comments at 11; Resources for the Future Comments at 6-7; Southeast Public
Interest Organizations Comments at 9.

23 Order No. 872-A, 173 FERC 61,158 at PP 150-151 (citing Order No. 872, 172
FERC 961,041 at P 340).

24 See, e.g., EEI Comments at 36; sPower Comments at 12; Public Interest
Organization Comments at n. 87 (fixed price contracts for non-QF generation); SETA
Rehearing Request at 14-15.

25 See, e.g., SEIA Comments at 29-30 (“As both Mr. Shem and Mr. McConnell
explain, financial hedge products are not available outside of ISO/RTO markets.”);
Resources for the Future Comments at 6-7 (“[ While hedge products do support wind and
solar project financing, they would not be suited for most QF projects. To hedge energy
prices, wind projects have used three products: bank hedges, synthetic power purchase
agreements (synthetic PPAs), and proxy revenue swaps. . .. From US project data for
2017 and 2018, the smallest wind project securing such a hedge was 78 MW, and most
projects were well over 100 MW. Additionally, as hedges rely on wholesale market
access and liquid electricity trading, all of the projects were in ISO regions.”); SEIA
Rehearing Request at 18.

26 See, e.g., Public Interest Organizations Rehearing Request at 74-78; Northwest
Coalition Rehearing Request at 28.
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Tommie and Hank Aaron ought to both be hall-of-famers because, together, they hit 768
home runs, while ignoring the fact that Hank was responsible for 755 of the brothers’ 768
home runs.?’

13.  The Commission next responds that PURPA does not require that QFs be
financeable.?® That is true in a literal sense; nothing in PURPA directs the Commission
to ensure that at least some QFs be financeable. But it does require the Commission to
encourage their development, which we have previously equated with financeability.?’ If
the Commission is going to abandon that standard, it must then explain why what is left

27 Compare https://en.wikipedia.org/wiki/Hank Aaron with
https://en.wikipedia.org/wiki/Tommie_Aaron. The Commission also points to the rate
structure discussed in Town of Norwood v. FERC, 962 F.2d 20, 21, 24 (D.C. Cir. 1992),
“variable energy rate/fixed capacity rate construct is the standard rate structure used
throughout the electric industry.” Order No. 872, 172 FERC 4 61,041 at P 38; see also
Order No. 872-A, 173 FERC 9 61,158 at P 143. 1 do not believe that the discussion of a
single contract in a single case, decided roughly thirty years ago, is substantial evidence
regarding the typical financing and contractual requirements of a QF in the contemporary
electricity sector.

28 See, e.g., Order No. 872-A, 173 FERC 9 61,158 at PP 145-146, 172.

? See, e.g., Order No. 69, FERC Stats. & Regs. 9 30,128 at 30,880 (finding that
“legally enforceable obligations are intended to reconcile the requirement that the rates
for purchases equal to the utilities avoided cost with the need for qualifying facilities to
be able to enter into contractual commitments, by necessity, on estimates of future
avoided costs” and “the need for certainty with regard to return on investment in new
technologies™); NOPR, 168 FERC 9 61,184 at P 63 (“The Commission’s justification for
allowing QFs to fix their rate at the time of the LEO for the entire term of a contract was
that fixing the rate provides certainty necessary for the QF to obtain financing.”). The
Commission responds that “[i]t is not necessary to prove that all potential QFs would be
able to raise useful financing.” Order No. 872-A, 173 FERC § 61,158 at P 175. Talk
about moving the goal posts. No one has argued that this is the Commission’s burden.
Rather, the argument is that the Commission’s reforms may render it impossible, or
nearly so, for QFs outside the organized markets to obtain the necessary financing. Order
No. 872, 172 FERC 4 61,041 (Comm’r, Glick, dissenting in part at PP 11-12); Public
Interest Organizations at 79-84. The Commission cannot skirt that point by knocking
down a strawman, especially given the weight it is has historically given to the
importance of financeability for QFs.


https://en.wikipedia.org/wiki/Hank_Aaron
https://en.wikipedia.org/wiki/Tommie_Aaron
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of its regulations provides the requisite encouragement—an explanation that is lacking
from this order, notwithstanding the Commission’s repeated assertions to the contrary.3¢

14.  In addition, much of the Commission’s justification for eliminating the fixed-price
contract option for energy rests on the availability of a fixed-price contract option for
capacity.?! Commission precedent, however, permits utilities to offer a capacity rate of
zero to QFs when the utility does not need incremental capacity.>* That means that, after
Order No. 872, QF developers now face the very real prospect of not receiving any fixed
revenue stream, whether for energy or capacity, on top the fact at they also may not be
able to secure hedging products or other mechanisms needed to finance a new QF.% It is
hard for me to understand how the Commission can, with a straight face, claim to be
encouraging QF development while at the same time eliminating the conditions necessary
to develop QFs in the regions where they are being built.3*

15. The Commission also does not sufficiently explain how eliminating the fixed-price
contract requirement is consistent with PURPA’s requirement that rates “shall not
discriminate against” QFs.*® Vertically integrated utilities effectively receive guaranteed

30 See, e.g., Order No. 872-A, 173 FERC 9 61,158 at P 43,

31 See id. P 174; Order No. 872, 172 FERC 9 61,041 at P 36 (“This assertion that
the Commission has eliminated fixed rates for QFs is not correct. . . . The NOPR thus
made clear: under the proposed revisions to § 292.304(d), a QF would continue to be
entitled to a contract with avoided capacity costs calculated and fixed at the time the LEO
is incurred.”) (internal quotation marks omitted); id. P 237 (“The Commission stated that
these fixed capacity and variable energy payments have been sufficient to permit the
financing of significant amounts of new capacity in the RTOs and ISOs.”).

32 See, e.g., Order No. 872, 172 FERC 4 61,041 at P 422 (citing to City of
Ketchikan, Alaska, 94 FERC 9 61,293, at 62,061 (2001)).

33 See, e.g., Electric Power Supply Association (EPSA) Rehearing Request at 13-
14; Resources for the Future Comments at 6; SEIA Comments at 30; Southeast Public
Interest Organizations Comments at 12.

34 See Public Interest Organizations Comments at 10-11 (“Obviously, rules that
have an effect of discouraging QFs cannot be ‘necessary to’ encouraging them.”); see
also Massachusetts Attorney General Maura Healey Comments at 6 (“This action may
reduce investor confidence and discourage future development. That outcome is a
negative one for the Commonwealth and its ratepayers.”).

3516 U.S. Code § 824a-3(b)(2). Unlike provisions of the Federal Power Act,
PURPA prohibits any discrimination against QFs, not just undue discrimination. See
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fixed-price contracts through their rights to recover prudently incurred investments. 6
QFs’ equivalent right to receive fixed-price contracts for energy has to date proved an
integral element of the Commission’s ability to prevent discrimination against QFs.*’
Neither Order No. 872 nor today’s order on rehearing adequately explain how
eliminating the fixed-price option is consistent with that prohibition or, moreover, how
permitting QFs to receive variable rates for energy while any vertically integrated utility
to which they sell electricity receives fixed rates is consistent with the Commission’s
obligation to encourage QF development.’

16.  On rehearing, the Commission argues that both Congress and the Supreme Court
“recognize that PURPA treats QFs differently from purchasing utilities, rendering QFs
not similarly situated to non-QF resources.”® As an initial matter, the question of
whether entities are similarly situated is one that is relevant to evaluating whether any
discrimination is undue.*® PURPA, however, prohibits any discrimination against QFs,
not just undue discrimination.*! In any case, the congressional language cited by the
Commission,*? which the Court reiterated, stands only for the proposition that Congress
did not intend to apply traditional utility ratemaking concepts, such as guaranteed cost
recovery, to QFs. But while Congress clearly envisioned different cost-recovery regimes
for incumbent utilities and QFs, PURPA’s prohibition on discrimination against QFs
indicates that the ratemaking regime applicable to QFs can be no less favorable than that
applied to incumbent purchasing utilities. Permitting QFs to receive only variable-rate

Order No. 872, 172 FERC 9 61,041 at P 82; see also EPSA Rehearing Request at 6;
ELCON Comments at 21-22; South Carolina Solar Business Alliance Comments at 7-8;
sPower Comments at 13.

36 Order No. 872, 172 FERC 4 61,041 at P 40.
37 See supra note 20; Commissioner Slaughter Comments at 4.

38 EPSA Rehearing Request at 8-9; Public Interest Organizations Comments at 51
(“[L]imiting QFs to contracts providing no price certainty for energy values, while non-
QF generation regularly obtains fixed price contracts and utility-owned generation
receives guaranteed cost recovery from captive ratepayers, constitutes discrimination.”).

3% Order No. 872-A, 173 FERC § 61,158 at P 142.

40 See Public Interest Organizations Rehearing Request at 94-95; Northwest
Coalition Rehearing Request at 11-12.

4 See supra note 35.

42 Order No. 872-A, 173 FERC 4 61,158 at P 142 n.275.
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contracts while incumbent utilities simultaneously receive what are functionally decades-
long fixed price contracts through their retail rates plainly falls short of the standard.

17.  Finally, the Commission fails to explain why certain allegations of QF rates
exceeding a utility’s actual avoided cost require us to abandon fixed-price contracts.*
The Commission has long recognized that QF rates may exceed actual avoided costs, but,
at the same time, that avoided cost rates might also turn out to be lower than the electric
utility’s avoided costs over the course of the contract. The Commission has reasoned
that, “in the long run, ‘overestimations’ and ‘underestimations’ of avoided costs will
balance out.”** Today’s order on rehearing takes the position that variable-price
contracts are necessary to ensure that QF rates do not exceed utility avoided costs.*> The
Commission, however, both fails to adequately explain that new interpretation of
PURPA“ and justify the avulsive change of course that it represents.*’

ii. Setting Avoided Cost at LMP

18. T also do not support the Commission’s decision to treat LMP as a presumptively
reasonable measure of a utility’s as-available avoided cost for energy.*® The short-term
marginal cost of production represented by LMP can be a useful and transparent input
and ought to be considered in calculating an appropriate avoided-cost for as-available
energy. But considering LMP in setting avoided cost is not the same thing as presuming
that LMP is a sufficient measure to establish the avoided cost rate for energy. And, as the

3 Id. PP 76-78.
# Order No. 69, FERC Stats. & Regs. 930,128 at 30,880.
45 Order No. 872-A, 173 FERC 9 61,158 at PP 84, 175.

46 EPSA Rehearing Request at 15-16 (citing Order No. 69, FERC Stats. & Regs.
30,128 at 30,880).

47 Order No. 872 was quick to point to “the precipitous decline in natural gas
prices” starting in 2008 that may have caused QF contracts fixed prior to that period to
underestimate the actual cost of energy. See, e.g., Order No. 872, 172 FERC q 61,041 at
P 287. However, PURPA has been in place for forty years, and the Commission does not
wrestle with the magnitude of potential savings conveyed to consumers from the fixed-
price energy contracts that locked-in low rates for consumers during the decades prior
when natural gas prices were several times higher. See Energy Information
Administration Total Energy, tbl. 9.10, https://www.eia.gov/totalenergy/data/browser/
(last viewed November 18, 2020).

48 Order No. 872, 172 FERC 9§ 61,041 at PP 151, 189, 211.
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Public Interest Organizations explain, the record is replete with evidence indicating that
vertically integrated utilities’ costs are often well above LMP.* Where there is good
reason to believe that LMP may not actually reflect the avoided cost of the purchasing
utility, it makes no sense to put the burden on QFs to prove the point.

19.  On rehearing, the Commission responds that its rebuttable presumption has not
changed the burden of proof, only the burden of production.> That’s an argument that
only a lawyer’s mother could love. It discounts the very real concerns about whether
LMP is an accurate reflection of a purchasing utility’s avoided energy costs. In any case,
as the precedent cited by the Commission makes clear, an administrative agency cannot
defend an irrational presumption simply by labeling it a shift in the burden of
production.>! Because the presumption does not makes sense in its own right, the
Commission cannot rehabilitate that presumption by labeling it merely a shift in the
burden of production rather than persuasion.>

¥ See, e.g., Public Interest Organizations Rehearing Request at 69-71. These
points have also been raised throughout this proceeding. Public Interest Organizations
Comments at 47-49 (explaining that numerous power plants incur marginal production
costs that exceed the LMP); id at 50-51 (discussing analysis from Bloomberg New
Energy Finance that compares marginal production costs with LMP and finds that many
vertically integrated utilities regularly incur production costs that exceed LMP); id. at 51-
52 (showing that a Springfield Illinois coal-fired power plant’s marginal dispatch costs
exceeds LMP); id. at 52-53 (explaining that many utilities’ per-net-kWh costs exceed
LMP); id. at 53-54 (contending that the cost associated with long-term fixed-price
contracts for nuclear plants exceed LMP even net of capacity value).

0 Order No. 872-A, 173 FERC 9 61,158 at PP 63-64 (citing Cablevision Sys.
Corp. v. FCC, 649 F.3d 695, 716 (D.C. Cir. 2011)).

St Cablevision, 649 F.3d at 716 (“‘[A]n evidentiary presumption is only
permissible if there is a sound and rational connection between the proved and inferred
facts, and when proof of one fact renders the existence of another fact so probable that it
is sensible and timesaving to assume the truth of the inferred fact.”” (quoting Nat’/
Mining Ass’n v. Dep’t of Interior, 177 F.3d 1, 6 (D.C. Cir. 1999))).

32 It is also unclear from this record whether that presumption is best characterized
as a shift in the burden of production rather than the burden of persuasion. To the extent
that a QF or other entity must show that LMP is not an adequate measure of avoided cost
in order to rebut the presumption, then the Commission has, for all intents and purposes,
shifted the burden of persuasion to those entities no matter how the Commission
describes its presumption.
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20.  Finally, the presumption that LMP is an adequate measure of a utility’s full
avoided energy cost is even more problematic when combined with the decision to
eliminate the fixed-price contract option. Because the Commission has removed the
requirement that utilities offer a fixed-price contract option for energyi, it is entirely
possible that a QF will be eligible to receive only LMP both on a short-term basis and a
long-term basis as a result of the variable cost structure now permitted under the long-
term contract.>® Given this reality, QFs may be reduced to relying solely on some highly
variable measure of the spot market price for energy, all while the utilities whose costs
the QF is avoiding potentially recover an effectively guaranteed rate well above that spot
market price, particularly in RTO/ISO markets that remain vertically integrated.>* I am
not persuaded that this approach will satisfy our obligation to encourage QFs and do so
using rates that are non-discriminatory across all regions of the country.

B. Rebuttable Presumption 20 MW to 5§ MW

21.  Following the Energy Policy Act of 2005, the Commission established a rebuttable
presumption that QFs with a capacity greater than 20 MW operating in RTOs and ISOs
have non-discriminatory access to competitive markets, eliminating utilities’ must-
purchase obligation from those resources.>® Order No. 872 reduced the threshold for that
presumption from 20 MW to 5 MW. 3¢ That was an improvement over the NOPR,
which—without any support whatsoever—proposed to lower that threshold to 1 MW.%’
But, even so, the reduced 5-MW threshold is unsupported by the record and inadequately
justified on rehearing.

22.  When it originally established the 20-MW threshold, the Commission pointed to
an array of barriers that prevented resources below that level from having truly non-
discriminatory access to RTO/ISO markets. Those barriers included complications
associated with accessing the transmission system through the distribution system (a

>3 Public Interest Organizations Rehearing Request at P 61.

3 EPSA Rehearing Request at 13-14; Public Interest Organizations Rehearing
Request at 98-99.

55 New PURPA Section 210(m) Regulations Applicable to Small Power
Production and Cogeneration Facilities, Order No. 688, 117 FERC § 61,078, at P 72
(20006), order on reh’g, Order No. 688-A, 119 FERC 4 61,305 (2007), aff’d sub nom. Am.
Forest & Paper Ass'nv. FERC, 550 F.3d 1179 (D.C. Cir. 2008); see 16 U.S.C. § 824a-
3(m).

> Order No. 872, 172 FERC § 61,041 at P 625.

" NOPR, 168 FERC ¥ 61,184 at P 126.
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common occurrence for such small resources), challenges with reaching distant oft-
takers, as well as “jurisdictional differences, pancaked delivery rates, and additional
administrative procedures” that complicate those resources’ ability to participate in those
markets on a level playing field.?® In just the last few years, the Commission has
recognized the persistence of those barriers “that gave rise to the rebuttable presumption
that smaller QFs lack nondiscriminatory access to markets.”>

23.  Nevertheless, Order No. 872 abandoned the 20 MW threshold based on the
conclusory assertion that “it is reasonable to presume that access to RTO/ISO markets
has improved,” making it “appropriate to update the presumption.”®® No doubt markets
have improved. But a borderline-truism about maturing markets does not explain how
the barriers arrayed against small resources have dissipated, why it is reasonable to
“presume” that the remaining barriers do not still significantly inhibit non-discriminatory
access, or why 5 MW is an appropriate new threshold for that presumption. 5!

24.  Instead of any such evidence, Order No. 872 noted that the Commission uses the
5-MW level as a demarcating line for other rules applying to small resources. It points in
particular to the fact that resources below 5 MW can use a “fast-track™ interconnection
process, whereas larger ones must use the large generator interconnection procedures.®
But the fact that the Commission used 5 MW as the cut off in another context hardly
shows that it is the right cut off to use in this context. Specifically, the 5 MW cut off in
the Commission’s interconnection rule is based on the impacts that projects below 5 MW
are likely to have on system safety and reliability, not on whether they have non-
discriminatory market access.® In addition, the Commission points to the fact that ““all

8 Order No. 688-A, 119 FERC ¥ 61,305 at PP 96, 103.
¥ E.g., N. States Power Co., 151 FERC 9 61,110, at P 34 (2015).

80 Order No. 872, 172 FERC 9 61,041 at P 629 (“Over the last 15 years, the
RTO/ISO markets have matured, market participants have gained a better understanding
of the mechanics of such markets and, as a result, we find that it is reasonable to presume
that access to the RTO/ISO markets has improved and that it is appropriate to update the
presumption for smaller production facilities.”); see Order No. 872-A, 173 FERC 4
61,158 at P 361.

81 See Public Interest Organizations Rehearing Request at 135.

62 Order No. 872, 172 FERC 9 61,041 at P 630; Order No. 872-A, 173 FERC
61,158 at P 361.

83 Order No. 792, 145 FERC 4 61,159, at P 103 (2013) (“The Commission finds
that the modifications . . . are just and reasonable and strike a balance between allowing
larger projects to use the Fast Track Process while ensuring safety and reliability.”); see
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of the RTOs/ISOs have at least one participation model that allows resources as small as
100 kW to participate in their markets.””% Be that as it may, that fact that all RTOs do
not prohibit certain small resources from accessing their markets does not support the
proposition that QFs below 5 MW now have non-discriminatory access to those markets.

25.  Lacking substantial evidence to support the 5 MW threshold, Order No. 872 made
a great deal out the deferential standard of review applied to the Commission’s
rulemakings.® But while judicial review of agency policymaking is deferential, it is not
toothless. The cases on which the Commission relied still require that, when an agency’s
policy reversal “rests upon factual findings that contradict those which underlay its prior
policy,” the agency must “provide a more detailed justification than what would suffice
for a new policy created on a blank slate.”®® That is because reasoned decisionmaking
requires that, when an agency changes course, it must provide “a reasoned explanation
... for disregarding facts and circumstances that underlay or were engendered by the
prior policy.”®” For the foregoing reasons, the Commission has failed to produce any
such explanation, making its change of course arbitrary and capricious.

e Environmental Review under the National Environmental Policy Act

26.  Today’s order also doubles down on the Commission’s refusal to conduct any
environmental review whatsoever of the likely consequences of Order No. 872’s reforms.
Whatever one may think of the questionable merits of those reforms, no one can seriously
argue that they are anything short of a significant and sweeping overhaul of the
Commission’s forty-year-old framework for implementing PURPA. And yet, at the same
time that the Commission has championed the scope of its sweeping reforms, it
simultaneously insists that no environmental review is necessary both because it cannot

also SEIA Rehearing Request at 39-40.

84 Order No. 872-A, 173 FERC ¥ 61,158 at P 362 (citing Electric Storage
Participation in Markets Operated by Regional Transmission Organizations and
Independent System Operators, Order No. 841, 162 FERC 4 61,127 (2018), at P 272).

85 Order No. 872, 172 FERC 4 61,041 at P 637 (citing FCC v. Fox Television, 556
U.S. 502, 515 (2009), for the proposition that an agency “need not demonstrate to a
court’s satisfaction that the reasons for the new policy are better than the reasons for the
old one; it suffices that the new policy is permissible under the statute, that there are good
reasons for it, and that the agency believes it to be better, which the conscious change of
course adequately indicates.”); see Order No. 872-A, 173 FERC 4 61,158 at P 347.

8 Fox Television, 556 U.S. at 515; Advanced Energy Economy Comments at 6.

7 Fox Television, 556 U.S. at 516; Advanced Energy Economy Comments at 6-7.
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venture any guess as to the effects of those reforms and because they somehow fit into a
categorical exception from NEPA review. Neither justification holds water.

27.  As an initial matter, the Commission’s assertion that Order No. 872’s effects are
overly speculative is tough to square with the fact that it has not undertaken any effort
whatsoever to assess those effects. For example, instead of performing any modeling
exercises, as the Commission did in the environmental assessment it issued along with its
PURPA regulations in 1980,% the Commission peremptorily rejects the possibility that it
could glean anything useful from such an exercise. I have a hard time believing that our
modeling capabilities have not improved dramatically over the course of the last four
decades or that we cannot use those capabilities to perform an analysis that is quite a bit
more detailed and reliable than that which was previously good enough for the
Commission. In any case, NEPA does not require complete certainty or exacting
precision. Instead, it recognizes that administrative agencies will often have to rely
““‘reasonable forecasting”’ aided by “‘educated assumptions.””® Nothing in Order No.
872 or today’s order on rehearing adequately explains why those techniques could not
have formed the basis for a useful environmental review of the likely consequences of
this proceeding.

299

28.  In addition, in a head-spinning contrast to the Commission’s crowing over the
significance of its PURPA overhaul, the Commission describes the changes adopted as
merely corrective and clarifying in nature for the purposes of avoiding its environmental
review.” In particular, the Commission contends that “the changes adopted in this final
rule are required to ensure continued future compliance of the PURPA Regulations with
PURPA, based on the changed circumstances found by the Commission in this final
rule.”” In other words, because the Commission believes that the changes adopted are
necessary to conform with the statute, they are mere corrective changes, which, in turn,
qualifies them for the categorical exemption from any environmental review under
NEPA, or so the argument goes.

8 Small Power Production and Cogeneration Facilities--Environmental Findings;
No Significant Impact and Notice of Intent To Prepare Environmental Impact Statement,
45 FR 23,661 (Apr. 8, 1980).

8 Sierra Club v. FERC, 867 F.3d 1357, 1374 (D.C. Cir. 2018) (quoting Del.
Riverkeeper Network v. FERC, 753 F.3d 1304, 1310 (D.C. Cir. 2014)).

™ Order No. 872-A, 173 FERC 61,158 at P 449.

" Order No. 872, 172 FERC q 61,041 at P 722; Order No. 872-A, 173 FERC 9
61,158 at P 438.
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29.  But by that logic, any Commission action needed to comply with our various
statutory mandates—whether “just and reasonable” or the “public interest”—would be
deemed corrective in nature and, therefore, excluded from environmental review. That
would seem to exempt any future Commission action under PUPRA or Title II of the
FPA from NEPA, at least absent a major congressional revision of those statutes. The
Commission, however, fails to point to any evidence suggesting that is what the Council
on Environmental Quality contemplated when it allowed for categorical exemptions.
Accordingly, I do not believe that the Commission has demonstrated that the significant
changes made in Order No. 872 qualify for any of the existing categorical exclusions,
meaning that this significant revision of our PURPA regulations requires an
environmental review under NEPA.

e The Way to Revise PURPA Is to Create More Competition, Not Less

30. It didn’t have to be this way. When Congress reformed PURPA in the 2005
Energy Policy Act amendments, it indicated an unmistakable preference for using market
competition as the off-ramp for utilities seeking relief from their PURPA obligations.”
Those reforms directed the Commission to excuse utilities from those obligations where
QFs had non-discriminatory access to RTO/ISO markets or other sufficiently competitive
constructs.”

31.  This record contains numerous comments explaining how the Commission could
use those amendments as a way to “modernize” PURPA in a manner that both promotes
actual competition and reflects Congress’s unambiguous intent.”* For example, in a
white paper released prior to the NOPR, the National Association of Regulatory Utility
Commissioners (NARUC) urged the Commission to give meaning to the 2005
amendments by establishing criteria by which a vertically integrated utility outside of an
RTO or ISO could apply to terminate the must-purchase obligation if it conducts
sufficiently competitive solicitations for energy and capacity.” Other groups, including

7216 U.S.C. § 824a-3(m).
73 See Order No. 688, 117 FERC § 61,078 at P 8.

74 See Advanced Energy Economy Comments at 13; Industrial Energy Consumers
Comments at 13-14; EPSA Comments at 16.

7S National Association of Regulatory Utility Commissioners Supplemental
Comments, Docket No. AD16-16-00, Attach. A, at 8 (Oct. 17, 2018); id. (proposing the
Commission’s Edgar-Allegheny criteria as a basis for evaluating whether a proposal was
adequately competitive).
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representatives of QF interests, submitted additional comments on how an approach
along those lines might work.”® Several parties commented on those proposals.”’

32.  Itis a shame that the Commission has elected to administratively gut its long-
standing PURPA implementation regime, rather than pursuing reform rooted in PURPA
section 210(m), such as the NARUC proposal. Although the Commission can still
consider proposals along the lines of the NARUC approach,’® making that approach the
center of our reforms could have produced a durable, consensus solution to the issues
before us. I continue to believe that the way to modernize PURPA is to promote real
competition, not to simply dismantle the provisions that the Commission has relied on for
decades out of frustration that Congress has repeatedly failed to repeal the statute itself.

For these reasons, I respectfully dissent in part.

Richard Glick
Commissioner

76 See, e.g., SEIA Supplemental Comments, Docket No. AD16-16-000 (Aug. 28,
2019).

7 See, e.g., Advanced Energy Economy Comments at 12; APPA Comments at 29;
Colorado Independent Energy Comments at 7; ELCON Comments at 19; Public Interest
Organizations Comments at 90; SEIA Comments at 24; Xcel Comments at 11.

8 Order No. 872, 172 FERC 4 61,041 at P 662.
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