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BEFORE THE PUBLIC UTILITIES COMMISSION OF NPVAIf&’ 7. 7%,
Application of NEVADA POWER COMPANY Yoy, W

)

“for approval of the first amendment to the Action- ) 4‘97;,, _
Plan of the 2007 - 2026 Integrated Resource - ) - Docket No. 06-10021 QV)
Plan as it relates to five renewable power ) : ' 7
purchase agreements. )

)

Ata geﬁeral session of the Public Urilities
- Commission of Nevada, held at its offices
on February 7, 2007.

PRESENT:  Chairman Donald L. Soderberg
Commissioner Jo Ann P. Kelly
Commissioner Rebecca D. Wagner
Commission Secretary Crystal Jackson
ORDER
The Public Utilities Commission of Nevada (“Commission”) makes the following

'ﬁnc-lings of fact and conclusions of law:

1. Procedural History
1. On October 13, 2006, Nevada Power Company (“NPC”) filed with the Public

Utilities Commission of Nevada (“Commission”) an Application, désignated as Docket No. 06-
10021, for approval of the first amendment to the Action Plan of the 2007 - 2026 Integrated
Resource Plan as it relates fo five renewable powef purchase agreements.

2. The Application was filed puréuant to the Nevada Revised Statutes and the
Nevada Administrative Code (“NAC”), Chapters 703 and 704, including but not limited to NAC
704.9503 and NAC 704.8885. Pursuant to NAC 703.5274, NPC requested that certain materials

in the Application receive confidential treatment.
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3. The Regulatory Operations Staff of the Commission (“Staff”) and the Attqmey
Generél’s Bureau of Consumer Protection (“BCP”) participated as a matter of right in this

~matter. | |

4, | On October 24, 2006, the Commission iésued a public notice of the foregoing
Applicatiori in accordance with state law and the Commission’s Rules of Practice and Procedure.

S.l On November 15, 2006, Ormat Nevada, Inc: (“Ormat”) filed a Petition for Leé\}e
to Intervene (“PLTI”). Ormat was granted Intervener status by the Presiding Officer.

6. On November 15, 2006, Nevada Geothermal Power Company (“Nevada
Geothermal™) ﬁied a PLTL Ne\}ada Geothermal was granted Intervener statué by the Presiding
Officer.

7. On January 4, 2007, a duly noticed Prehearing Coﬁference was ﬁeld in this matter.
The Prehea_ring Conference was continued to January 16, 2007. |

8. On January 16, 2007, NPC filed a Stipulation, which settled all issues in Docket
No. 06-10021. The Stipulation was signed by NPC, Staff, BCP, Ormat, Nevada Geothermal, and
Amp Resources, LLC. On January 22, 2007, this Stipulation was withdrawn by NPC.

9. On January 22, 2007, NPC filed a New Stipulation that resolves a11 issues in
Docket No. 06-10021 related to Nevada Geothermal’s Faulkner 1 project and to Ormat on
behalf of the ORNI 15 LLC and ORNI 16 LLC power purchase agreements. The New
Stipulation does not include aﬁy requests for approval of the power purchase agreements with
Amp Resources, LLC that were included in the Application.

H

m



Docket No. 06-10021 | |  Page 3

I1. Commission Discussion and Findings
10.  The Commission finds that the New Stipulation is a consensus resolution Qf the

issués pursuant to the Parties’ negotiation, énd‘ as such, isa reas_onable recommendation and
resolution- of the issues in this proceeding. N

11.  The Commission finds that it is in the public interest to accept the New
Stipulation filed Ey NPC on January 22, 2007, and to approve the first amendment to the Action
Plan of the 2007 - 2026 Integrated Resource Plan as it relates to Nevada Geothermal’s Faulkner

1 project and to Ormat on behalf of the ORNI 15 LLC and ORNI 16 LLC power purchase

agreements,

12.  The Commission finds that the New Stipulation is just and reasonable.

“THEREFORE, based on the foregoing findings of fact and conclusions of law, it is

hereby ORDERED that:

1. The New Stipulation flled on January 22, 2007, attached hereto and incorporated
herein as Attachment 1, in Docket No. 06-10021, is ACCEPTED as filed.

2. The Application for approval of the first amendment to the Action Plan of the
2007 - 2026 Integrated Resource Plan as it relates to Nevada Geothermal’s Faulkner 1 project
and to Ormat on behalf of the ORNI 15 LLC and ORNI 16 LLC power purchase agreements is
GRANTED in accordance with the New Stipulation.

3. Except as specifically set forth herein, the Commission’s approval of this New
Stipuiation does not éonstitute approval of, or precedent regarding, any legal or factual issue in
-this proceeding.
1
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4. The Commission retains jurisdiction for the purpose of cotrecting any errors that

_may have occurred in the drafting or issuance of the Order.

_ By the Comm% 7
- / ) L

DONALD L, SODERBERG, Chairman

sy

REBECCA D. WAGNER, Comm§sionerand -
Presiding Officer

Attest: /) Mﬁﬁu/ 22 VaY 1%

CEYST/AL JACKSON, Comrfiission Secretary

Dated: Carson City, Nevada
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' IN THE MATTER OF:

for Approval of the First Amendment to the

BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Application of NEVADA POWER COMPANY .
Action Plan of its 2007 — 2026 Integrated Docket No. 06 — 10021
Resource Plan as it relates to five renewable
power purchase agreements with Amp
Resourcses, LLC, Nevada Geothermal Power
Company, and Ormat Nevada, Inc. '
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NEW STIPULATION
REGARDING NEVADA GEQTHERMAL POWER COMPANY AND ORMAT NEVADA, INC.

In accordance with NAC 703.750 of the Rules of Practice of the Public Utilities
Commission of Nevada {“Commission™), this Stipulation is made by and among Nevada
Power Company (“Nevada Power"); the Commission's Regulatory Operations Staff (“Staff”);
the Attorney General's Bureau of Consumer Protection (the “BCP"); Nevada Geothermal
Power Inc. (“NGP"), and Ormat Nevada, Inc., acting on behalf of its wholly-owned |
subsidiarigs ORNI 15 LLC and ORNI 16 LLC (“*Ormat”}, collectively referred to herein as “the
Parties.”

WHEREAS, Nevada Power solicited competitive proposals for the purchase of
renewable energy and/or portiolio energy credits ("PCs”) in its request for proposals
processes (“RFP");

WHEREAS, NGP, and Ormat submitied proposals for the sale of energy and non-
solar PCs in response to Nevada Power's RFP;

WHEREAS, dn April 25, 2006, Nevada Power filed an Application, designated as
Docket No. 06-10021, with the Commission requesting approval of a first amendment to the

Action Plan for its 2007 — 2026 Integrated Resource Plan (“First Amendment”}; and
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1
9 - WHEREAS, contained in the First Amendmént are reiquests for app.rovals to
3 purcﬁasé approxirﬁately 73 MW of total nominal net capacity‘and the associ‘ated portfolio |
4 energy credits, annualiy for 20 years, from the following geothermal renewable devalopers
5 and their respective power purchase agreements: NGP for'Faqunef 1;-ORNI 15 LLC for
6 Buffalo Lake Geqthenna! Power Project; and ORNI 16 LLC for Carson Lake Gedthermai
7 Power Project (c_ollectiﬁely referred to-herein as the “Agreements”); - 7
8 WHEREAS, each of the above-listed renewable energy systems will physicaliy
9 deliver the ehergy into Sierra Pacific Power Company's {“Slerra”) control area; and
10 'WHEREAS, Sierra has entered into related power purchase agreements (Related
11{|  PPAs) to purchase the energy from Nevada Power until such time as a direct transmission
12} path may allow for early termination of the Related PPAs;
13 | WHEREAS, Sierra has filed its requests for approval of the Related PPAs in its |
u Fourteenth Amendment to'the Action Plan of its 2004 Resource Plan;
15 WHEREAS, purs_uant to NAC 703.5274, Nevada Power requesfed confidential
16 treatment of certaln information provided In the First Amendment. Nevada Power stated
17 thét the information is commercially sensitive and/or trade secret informatioh that derivés
18 indepéndent economic value from not being generally known and that disclosure of this
;z information to any third party wouid adversely affect Nevada Power's ability to contract for
2'1 ené_rgy and portfolio energy credits with competitive terms. In particular, khowledge of
99 Nevada Power's contract negotiation strategies for future periods would place Nevada
93 Power in a distinctly disadvantageous position and compromise the acquisition, bjdding, and
24 negotiation process with respect to future renewable energy contract terms and corldit_ions.
95 Nevada Power has requested confidential treatment of this information for no less than
% seven years;
27
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WHEREAS, notice of the .Appllication and the deadiine for filing wfitten comments,
petitidns for’le.ave to intervene, and not_ices of intent to participate as a commenter was duly
Vpublis-hed in newspapers of ge_néral circulation in. Nevada Power’s service area; -
WHEREAS, on November 15, 2006 Ormat filed its Petition for Leave to Intervens;
and 7 _
| WHEREAS, on November 15, 2006, NGP filed Its Petition for Leave to Intervene;
WHEREAS, on November 30, 2006, the Commission granted O_rmat’s and NG'P's

Petitions for Leave to Intervene;

10 WHEREAS, Staff and the BCP are deemed to be parties to the Commission’s
‘ _11 proceeding as a matter of right; |
12 WHEREAS, the resource ptanning regulations require that the Commission, in
_ 13 making a determination that the terms and conditions of a renewable energy contract are
14 just and 'reasonable. consider the criteria of NAC 704.8885 and NAC 704.8887, as -
15 applicable;
16 | WHEREAS, Nevada Power analyzed the applicable provisions of NAC 704.8885 and
17 .8887, as contained in its First Amendment;
18 WHEREAS, Nevada Power. NGP, and Ormat have further provided additional
| ;z information as set forth in NAC 704.8885 and .8887 for the review and consideration of the
21 Comm.ission (attached hereto as Exhibit A);
99 WHEREAS, Nevada Power routinely requires z letter of credit as a demonstration of
23 the creditworthiness of the projébt entity an.dlor requires alternate security (such as cash or
94 other property). The renewable energy power purchase agreements require that.the supplier
25 post the security prior to-filing with the Commissit'an for approval;
% WHEREAS, “assignment” as used in this Stipulation refers to the assignment
97 provision in Section 24 of each of the respective pbwer purchase agreements;
28
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WHEREAS, the Parties have completed their investigations, engaged in settlement
discdss!ons and have arrived at an agreement, which, if adopied by the Corﬁ_mis‘slon, would
resolve the part of the faroceeding related to the renew’abie power purchase agr’eements for

- NGP - Fautkner 1-Agreement, and the ORNI 15 LLC énd ORNI 16 LLC Agreem’ents. The |
Amp Resources (_Salt Wells) and Amp Resources (Stillwater) Agreementé are nof a part of

 this Stipulation.
NOW THEREFORE, the Parties agree and stipuiate that the part of Nevada Power's

O O =~ O W b W DD

First Amendment pertaining to the following renewable ener’gy power purchase agreements

10 be appro.ved'as set forth herein, detalled as follows.
11 1. The Parties agree and recommend that the Commission deterr’n]ne that the

_ 12 terms and conditions of NGP's Faulkner 1 Agreement are just and reasonable as analyzed
1311 pursuant to NAC 704.8885 and .8887 and are prudent in accordance with NAC 704.9494(2)...
14 -2 The Parties agree and recommend that the Commission determine that the
15 terms and conditions of Ormat's ORNI 15 LLC Agreement are Just and reaéonab_lé as
16 analyzed pursuant to NAC 704.8885 and .8887 and are prudent in accordance with NAC
17 704.9494(2). |

1 3. The Parties agree and recommend that the Commission determine that the
P terms and conditioné of Ormat's ORNI 16 LLC Agreement are just and reasonable as

zf analryzed pursuant to NAC 704.8885 and .8887 and are prudent in accordance with NAC

99 704.9494(2).

93 4, The Parties agree to notify Staff and the BCP upon assignment of any one of
24 the power purcﬁase agreements by the Supplier.

25 5. The Parties agree and recommend that the Commission determine that

26 Nevada Power may enter into contracts for the acquisition of renewable energy and portfolio
27
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- energy credits in order to comply with the portfolio standard, pursuant to NRS 704.7821(4-) -
. | |
8. The Parties agree and recommend that the Commission determine that the
PCs may be ﬁsed to satisfy the renewable energy portfolio standard,
7. The Parties agree and recommend that the Comm.ission should determine
that the above Iis’s_ted Agreements are in compllahce with the Renewable Energy Act {see

NRS 704,7801 to .7828); the Portfolio Standard for Renewable Energy (see NAC 704.8831

to .8893); the System of Portfolio Energy Credits (see NAC 704.8901 to .8939); the

10 Resource Planning Staiutes {see NRS 704.736 to .751); and the Resource Planning
_11 " Regulations (see NAC 704.9005 to .9525). |
12 8 The Partiés agree and recommend that the Commission should determine
1311 that Nevada Power was prudent in entering into the Agreements; that the costs of purchasing
14 energy and PCs under the Agreements shall be deemed to be prudently incurred; and that
15 Nevada Power may recover all just and reasonable costs associated with the Agreehents
16 through the deferred energy accounting pfocess (see NRS 704.110(7) and (8), and NRS
1 704.187).
18
9. The Parties agree and recommend that the Commission should determine
| ;Z that the Agreements are in the public interest. |
21 10.  The Partles agree and recommend that Commission approval of this
99 Stipulation shall constitute full and complete satisfaction of the regulatory approvals requi_red.
23 from the Commission as they pertain to the Agreements.
94 11. The Pérties agree and recommend that the Commission should determine for
o5 purposes of this Stipulation only, that certain information is confidential, as requested and set
2% out with particularity in the Application. Such information shall be treated as confidential for
27
28
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seven (7) years; but if the Companies wish continuéd conf_idential treatmentrthey may filea -
request with the Commnssnon fora future determmatlon | . |
12. This Stupulataon is made upon the express understandlng that it constatutes a
- negotiated settlement, The provisions of this Sttpu}ation are not seve_rable: in th_e event this -
Stipu|ati9h is not approved by the Qommiééion, it shall be deemed Withd_-rawn wi{hout
prejudice to any claim br contention that may hav_e-been made in this proceeding by any -

Partly and it shall not be admissible evidence or in any way described or discussed in any'

e BN = - T & | B - SUUY Y B X R

proceedings hereafter. The Commission's approval of this Siipu!atiOn shall not be deemed in

10 any way to constitute precedent regarding any principles or Issues resolved by or through-
11|} this Stipulation pursuant to NAC 703.845.
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13. This Stlpulatlon may be executed in counterparts each of whlch counterpartr
shall be deemed to be an original mstrument but all of which together shall constitute one '

“instrument, anc:\fjlimlle coples of signatures shall be as effectuve as original signatures.

W 0 ] B 1 P W BN

January , 2007 NEVADA POWER COMPANY
_ Susan‘e’ Trm
January | L2007 PUBLIC UTILITIES COMMISSION OF NEVADA _
REGULATORY OPERATIONS STAFF
10
: By__ .
_11 Donald Lomoijo, Esq.
1210 Janvary ____, 2007 ATTORNEY GENERAL'S
13 BUREAU OF CONSUMER PROTECTION
14 By
15 Michael Saunders, Deputy Attorney General
161]  January ,2007 NEVADA GEOTHERMAL, INC
17
_ By '
18 Patrick V. Fagan, Esq.
- 19 January , 2007 ORMAT NEVADA, INC.
20
By
21 Fred Schmidt, Esq.
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' JanuaryZ&_,mW |

NEVADA POWER COMPANY

Susan'@. Treutmann, Egsy.

_ PUBLIC UTILITIES COMMISSION OF NEVADA
REGULATORY OPERATIONS STAFF

ATTORNEY GENERAL'S
BURBAU OF CONSUMER PROTECTION

B .
g Michael Saundm. Deputy Attomey General

-NEVADA GEOTHERMAL, INC

By .
- Patrick V, Fagan, Esg.

ORMAT NEVADA, INC.

By _ o
Fred Schmidt, Eeq.
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EXHIBITA

'NEVADA GEOTHERMAL POWER, INC. —
Faulkner 1 o _ ,
ORNIIS5LLC |
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Nevada Geothermal Power, Inc, — Faulkner 1

APPLICATION OF REGULATORY REQUIREMENTS

In determining whether the Nevada Geothermal Power Company (“NGP") Agreemeht'
should be approved,'the Portfolio Standard for Renewable Energy regulationé (see NAC
- 704.8831 through .8939) requires that the Commission, in ma"kln’g a determination that the
terms and conditions of the contract are just and reasonabls, consider the following’ driteria, as
applicable. ' ' '

_ N&_Q704.-8885(2)(a) requires the Commission to determine the reasonableness of the price of °
electricity based on the factors set forth in NAC 704.8887, detailed in pertinent part as follows:

‘NAC 704.8887(1) instructs the utiiity to calculate the price for electricity acquired or
saved pursuant to a new renewable energy contract or energy efficiency contract by
calc_ulatlng the levelized market price for the electricity.

The NGP Agresment is for the purchase of energy and portfolio energy credits
at a blended rate.

NAC 704.8887(2)(a) requires the Commission to address whether the new renewable
energy contract or energy efficlency contract comports with the utility provider's most .
recently approved plan to increase its supply of or decrease the demand for electricity.

Nevada Power must remain in compliance with the non-solar Renewable
Portfolio Standard. Projected load growth and an increasing Portfolio Standard require
~ Nevada Power to seek out new sources of renewable energy. Energy and PCs from the
NGP Geothermal Power Project will be utilized specifically for Nevada Power's - |
compﬂance with the Portfolio Standard. Accordingly, the NGP Agreement comports
with Nevada Power's plan to increase its supply of renewable energy.

NAC 704.8887(2)(b) addresses the reasonableness of any price indexing provisions set
forth in the new renewable energy contract or energy efficiency contract.

The price for renewable energy and portfolio energy credits set forth in the NGP
Agreement is escalated at a fixed rate and is not indexed. The escalation rate of 1%
annually is consistent with previous renewable coniracts that have been approved by the
Commiission. '
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Nevada Geothermal Power, Inc. — Faulkner 1

NAC 704.8887(2)[01 addresses whether the new renewable -en'ergy sysfems will reduce
- environmental costs in this State as compared to corhpeting facilities or energy systems
that use fossil fuels. |

7 The technology that the NGP Géothermal Powsr Project utllizes will create -
- significantly less air smissions than a fossil-fired plant. When compar'ed_to a modern
gas-fired combined cycle unit, the emissions of SOX, NOX, PM, and VOC will be-
" minimal. - '

NAC 704,8887(2)(d) addresses the net economic impact and all environmental benefits
and environmental costs to this State in accordance with NAC 704.9005 to 704.9525,
inclusive, and section 7 of this regulation (measurement and verification profocol for ail
shergy efficlency measures). | :

The environmental benefit will be a reduction.in air emissions . The net
economic impact includes a temporary increase in workforce for the construction of the
facility of 92 positions and a long term increase In workforce of seventeen full time
positions for the operation of the facility. |

NAC 704.8887(2){e) addresses any econbmic benefits that might Inure to any secior of
the economy of this State. '

The economic benefit of the NGP Agreement to Humbolt and Pershing counties
includes an increaée In property tax. The economic benefit to the State of Nevada and
the associated countles includes an increase in the Proceeds of Mines tax and royalties
paid to federal and local governments. Other benefits include an increase in long-term
employment. |

NAC 704.8887(2)(f) addresses the diversity of energy sources being used to generate
electricity that is consumed in this State.

Commission approval of the NGP Agreement will increase the diversity of energy
sources being used to generate electricity that is consumed in Nevada. Nevada Power's
portfolio of renewable energy will increase. There will be a commensurate decrease In.
Nevada Power’s reliance on fossil fuel based generation.
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Nevada Geothermal Power, Inc. - Faulkner 1

NAC 704. 8887(2)(01 addresses the diversity of energy suppliers generating or selling
-electricity in this $tate,

~ This will be NGP's first geothermal plant to come on line, and NGP may be able
to expand this geothermal prospect. NGP also holds the m_ajority Interest in two other
Nevada geothermal prospects.

NAC 704.8887(2)(h) addresses the value of any price hedging or energy price stability
assoclated with the new renewable energy contract or energy efficiency contract.

The NGP Agreement has a fixed, escalated, price. The price per megawatt hour
: is known for the term of the contract and is not subject to fuel price risk.

NAC 70_'4.8887(2)( i) addresses the date on which each renewable energy system is
projected to begin commercial operation.

The NGP Geothermal Power Project is contractually required to achieve
‘commercial operation no later than 36 months after Commission approval of the NGP
_Agreement. '

NAC 704.8887(2)(j) addresses whether the utility provider has any flexibliity concerning
the quantity of electricity that the utility provider must acquire or save pursuant to the
new renewable energy contract or energy efficiency contract.

The NGP Agreement requires Nevada Power to take all énergy and PCs
generated by the NGP Geothermal Power Project. However, Nevada Power will pay a
substantiaily reduced price for energy delivered in excess of the contract amount.

NAC 704.8887(2)(k) addresses whether the new renewable energy contract or energy
efficiency contract will result in any benefits to the transmission system of the utility

© provider.

Any benefit to the transmission system of the utility provider due to the NGP
Agreement has not been quantified. The energy generated by the NGP Geothermal
Power Project will be delivered within Sierra Pacific Power Company’s (Sierra’s) control

area.
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" Nevada Geothermal Power, Inc. - Faulkner 1

NAC 704.8887(2)(1) addresses whether the electricity acquired or saved pursuant to the
new renewable energy contract or energy efficiency contract is priced at or belcw the -
© utility provnders long-term av0|ded cost rate

When compared to the long-term avoided cost presented to the Commlsswn in

- Nevada Power's revised long-term avoided cost rate, ﬂled on January 5, 2007 (see
Dockset No. 08-06051), the blended price for energy and PCs is generally higher than the
. long-term avoided cost over the life of the Agreement. -

NAC 704.8887(3) addresses the price of electricity ncquired or saved in a renewable
energy contract or energy efficlency contract for the solar energy requirement of its
portfolio standard to be evaluated separately

The renewable energy and PCs purchased under the NGP Agreement are for

" non-solar resources.

NAC 704.8885(2)(b) addresses the term of the contract.

' The NGP Agreement has a 20-year term.

NAC 704.8885(2)(c) addresses the ocation of the portfolio [renewable] energy system or
efficiency measure that Is subject to the contract.

The location is 25 miles west of Winnemucca, Nevada, which is located in
Humbolt and Pershing counties. The mailing address is 1755 East Plumb Lane — Suite

#101, Reno, Nevada 859502,

N.AC 704.8885(2)(d) addresses the use of natural resources by each renewable energy
system that is subject to the contract, |

The NGP Geothermal Power Project extracts heat from pumped geothermal
fluid. The majority of the geotharmal fiuid is re-injected . Some water will be
consumed in the cooling process.

NAC 704..8885(21{e1 addresses the firmness of the electricity to be delivered and the
delivery schedule.
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Nevada Geothermal Power, Inc. - Faulkner 1
~ The NGP Geothermal Power Project supplies firm energy.
- NAC 704.8885(2)(f) addresses the delivery point for the electricity.

' The NGP Geothermal Power Project is interconnected to Slerra's #162 (120 kV) '
transmission line located north of Mill City, Nevada, and between the Winnemucca and
Star Peak substations. |

NAC 704;8885[21191 addresses the characteristics of similar renewable energy systems, |

The characteristics of the NGP gecthermal generating facility will be similar to
| other flash geothermal power generating facilities in Nevada inciuding the plants at Dixie -
Valley, BeoWawe, and Brady Hot Springs. The plant design of the NGP Geothermal
Power Project is of a proven technology and the facility is located in a known geothermal

resource area.

'NAC 704.8885(2)(h) addresses the requirements for ancillary services.

Requirements for anciliary services are not affected by the NGP Agresment.

NAC 704.8885(2)(i) addresses the unit contingent provisions.

The NGP Geothermal Power Project is not unit contingent because the Supplier
is required to pay for the replacement of energy not delivered dus to facility
underperformance.

NAC 704.8885(2)(j) addresses the system peak capacity requirerriants of the utllity
provider. '

Commission approval of the NGP Agreement will not materially sffect Nevada
Power's system peak requirements.

NAC 704.8885(2)(k) addresses the requirements for scheduling,

The NGP Geothermal Power Project provides flrm energy that requires
scheduling.
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