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In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
Authority to Execute 2016 NV Energy 
Services Agreement and for Rate Recovery of 
the Costs It Will Incur Pursuant to the 
Agreement, and Urging Issuance of Expedited 
Decision Granting Such Relief. 
 

 

Application 15-04-016 
(Filed April 24, 2015) 

 
 

ALL-PARTY MOTION TO ADMIT CERTAIN MATERIALS  
INTO EVIDENTIARY RECORD  

 
(PUBLIC VERSION) 

 
Pursuant to Public Utilities Code section 583, California Public Utilities Commission 

(“Commission”) Rules 11.1 and 13.8 of the Commission’s Rules of Practice and Procedure 

(“Rules”), Applicant Liberty Utilities (CalPeco Electric) LLC (U 933 E) (“Liberty Utilities”) and 

the Office of Ratepayer Advocates (“ORA”) (collectively, the “Settling Parties”) hereby jointly 

submit this Motion to admit stipulated facts, documents, discovery materials, and testimony into 

the record of this proceeding.  The Settling Parties believe that this information will help the 

Commission assess the Settlement Agreement.  

Much of the information attached to this Motion contains confidential information.  The 

Settling Parties seek leave to file such information under seal pursuant to a separate motion filed 

concurrently herewith. 

A. Stipulated Facts 

Attached as Exhibit 1 is a redacted set of stipulated facts related to Liberty Utilities’ 

Application and the Settlement Agreement.  The Settling Parties move to admit these facts into 

the record because they will aid the Commission in considering the Settlement Agreement. 
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B. Documents 

The Settling Parties move for the admission into the record of the following contracts 

related to Liberty Utilities’ purchase, ownership, and operation of the Luning Solar Project.  The 

Settling Parties believe these materials will help the Commission assess the Settlement 

Agreement and they have been developed and/or finalized since Liberty Utilities filed its 

Application. 

Exh. # Description 

2 Settlement Agreement between the Office of Ratepayer Advocates and 
Liberty Utilities, dated August 21, 2015 (Confidential) 

3 Amended and Restated Purchase and Sale Agreement by and between 
Invenergy Solar Development Co. and Liberty Utilities for the Luning 
Solar Project, dated August 19, 2015 (Confidential) 

4 First Amended Service Agreement between Sierra Pacific Power 
Company and Liberty Utilities, dated July 31, 2015  

5 Form of Luning Solar Project Operations and Maintenance Agreement 
by and between Invenergy Solar Development Co. and Liberty Utilities 
(Confidential) 

6 Form of Luning Solar Project Power Purchase Agreement  
(Confidential) 

 

 

// 

// 

// 
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C. Liberty Utilities Discovery Responses to ORA 

The Settling Parties move for the admission into the record of the three sets of responses 

and attached material which Liberty Utilities provided to ORA in connection with its data 

requests in this proceeding.  The Settling Parties discussed these materials during several 

meetings related to the terms of the Settlement Agreement and ORA relied on such information 

in agreeing to the Settlement Agreement.  As such, the Settling Parties believe these materials 

will help the Commission assess the Settlement Agreement. 

 

Exh. # Description 

7 Liberty Utilities’ responses to ORA Data Requests No. 1. 
(Confidential) 

8 Liberty Utilities’ responses to ORA Data Requests No. 2.  
(Confidential) 

9 Liberty Utilities’ responses to ORA Data Requests No. 3. 
(Confidential) 

 

 

// 

// 

// 
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D. Testimony 

Pursuant to Rule 13.8, the Settling Parties move for admission into the record of the 

following chapters of testimony which Liberty Utilities served concurrently with its Application 

in this proceeding, filed on April 17, 2015.1  The Settling Parties believe this testimony will help 

the Commission assess the Settlement Agreement.2   

Source Description 

Chapter 1 Introduction and Summary of Testimony by Michael R. Smart, P.E.3 

Chapter 2 Overview of the Luning Solar Project by Travis Johnson, P.E. 
(Confidential) 

Chapter 3 Overview of the Minden Solar Project by Travis Johnson, P.E. 
(Confidential) 

Chapter 4 Project Evaluation and Selection by Travis Johnson, P.E.  
(Confidential) 

Chapter 5 Solar Project Purchase and Sale Agreements by Jeff Norman 
(Confidential) 

Chapter 6 Tax Equity Arrangement by Todd Mooney (Confidential) 

Chapter 7 Ratemaking by Michael D. Long (Confidential) 

Chapter 8 Statements of Witness Qualifications  

                                                 
1 In connection with its Application, on April 17, 2015, Liberty Utilities filed a Motion of Liberty Utilities 
(Calpeco Electric) LLC (U 933 E) for Leave to File the Confidential Version of the Application and 
Exhibits B and C to the Application Under Seal, and to Seal the Evidentiary Record Containing 
Confidential Information in the Testimony of Travis Johnson, the Testimony of Jeff Norman, the 
Testimony of Todd Mooney, and the Testimony of Michael Long, Consistent with the Confidentiality 
Protections of Decisions 06-06-066 and 08-04-023, Public Utilities Code Sections 454.5(G) And 583, 
and/or General Order 66-C (“April 17 Sealing Motion”).  The April 17 Sealing Motion remains pending 
before the Commission and Liberty Utilities requests that the Commission rule on the April 17 Sealing 
Motion while finalizing and sealing the record in connection with the various motions associated with the 
Settlement Agreement which are filed concurrently herewith. 
2 In compliance with Rule 13.8, Liberty Utilities intends to provide the Commission with signed 
declarations from each of the witnesses who previously provided the Testimony Liberty Utilities served 
on April 17.  Several of the witnesses are currently out of the office and thus Liberty Utilities will provide 
such declarations in mid-September when the witnesses are available to complete them. 
3 Mr. Smart recently retired from Liberty Utilities, so the verification of this portion of the testimony will 
be provided by Liberty Utilities’ current President, Gregory Sorensen. 
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II. CONCLUSION 

For the reasons set forth above, the Settling Parties respectfully request that the 

Commission grants this Motion and admit all the above-described information into the record. 

Respectfully submitted, 
 

 /s/       /s/    
 

DAVIS WRIGHT TREMAINE LLP 
Steven F. Greenwald 
Patrick J. Ferguson 
505 Montgomery Street, Suite 800 
San Francisco, California 94111-6533 
Tel.:   (415) 276-6500 
Fax:   (415) 276-6599 
Email: stevegreenwald@dwt.com 
 patrickferguson@dwt.com 

Attorneys for Applicant LIBERTY 
UTILITIES (CALPECO ELECTRIC) LLC 

OFFICE OF RATEPAYER 
ADVOCATES 
Lisa-Marie Salvacion 
California Public Utilities 
Commission  
505 Van Ness Avenue 
San Francisco, CA 94102 
Tel.:  (415) 703-2069 
Fax:  (415) 703-2262 
E-mail: lms@cpuc.ca.gov 

Attorney for the OFFICE OF  
RATEPAYER ADVOCATES 

 
Dated:  August 27, 2015 
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EXHIBIT 1 –  

STIPULATED FACTS IN SUPPORT OF THE SETTLEMENT AGREEMENT 

I. STIPULATED FACTS 

The Settling Parties request that the Commission consider the following agreed-upon 

facts in connection with its review of the Settlement Agreement. 

A. Procedural History 

1. Liberty Utilities filed the Application on April 17, 2015, requesting authority to 

purchase, own, and operate a 40 megawatt (“MW”) Luning Project and a 20 MW Minden 

Project (collectively the “Solar Projects”).   For the reasons explained below, infra pages 6–7, 

Liberty Utilities now only seeks authorization to purchase, own, and operate a 50 MW Luning 

Project.

2.   In the Application, Liberty Utilities requested that the Commission: (i) pursuant to 

Public Utilities Code sections (“Section”) 399.14 and/or 1005.5 establish the “maximum cost 

determined to be reasonable and prudent for the [Solar Projects’ construction and initial 

operation]” (“Maximum Reasonable Cost”); (ii) authorize Liberty Utilities to place up to the 

Maximum Reasonable Cost into rate base as of January 1, 2017; and (iii) authorize Liberty 

Utilities to request the inclusion of the Maximum Reasonable Cost into its rate base and the 

recovery of certain “Solar Projects Operating Expenses” (as defined below) through the Post 

Test-Year Adjustment Mechanism (“PTAM”) filing Liberty Utilities shall make in October 2016 

(“October 2016 PTAM Filing”). 

3. In conjunction with its request in the Application to purchase, own, and operate 

the Solar Projects and to be authorized to seek rate recovery for the associated costs, Liberty 

Utilities requested that the Commission: 
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• Approve Liberty Utilities entering into Project Purchase Agreements with the 
developers of the respective Solar Projects; 

• Determine, pursuant to Section 399.14 and/or Section 1005.5, a Maximum 
Reasonable Cost for Liberty Utilities to acquire and own the Solar Projects;  

• Authorize Liberty Utilities to seek the authority to place its costs to acquire 
and own the Solar Projects up to the Maximum Reasonable Cost into rate base 
as of January 1, 2017 through its October 2016 PTAM Filing;  

• Approve Liberty Utilities’ initial joint ownership of each Solar Project with a 
tax equity partner, authorize Liberty Utilities to enter power purchase 
agreements with the Solar Project Companies (“Solar Project PPAs”), and 
authorize Liberty Utilities to buy out the ownership interest of the tax equity 
partner in each of the Solar Projects in accordance with buy-out terms and the 
buy-out price to be set forth in the Tax Equity Partnership Agreements;  

• Authorize Liberty Utilities to recover the following costs associated with the 
operation of the Solar Projects as general rates for the life of each Solar 
Project and to seek the authority to include the following costs in its October 
2016 PTAM Filing:  

o costs to operate and maintain the Solar Projects (“O&M Costs”); 
o administrative and general costs associated with the operation of the 

Solar Projects (“A&G Costs”); and 
o property tax payments for the Solar Projects (“Property Tax”);1

• Authorize Liberty Utilities to record the costs it will incur resulting from the 
distributions that the Solar Project Companies will make to the Tax Equity 
Partner during the initial years of the Solar Projects’ operations (“Tax Equity 
Partner Distribution”) and the payment Liberty Utilities expects to make to 
purchase the Tax Equity Partner’s ownership interest in the Solar Project 
Companies (“Buy-Out Payment”)2 in its Energy Cost Adjustment Clause 
(“ECAC”) account and to recover such Tax Equity Partner Expenses in 
accordance with its ECAC tariff; 

• Grant Liberty Utilities motion for confidentiality of certain commercially 
sensitive information; and 

1 The O&M Costs, A&G Costs, and Property Tax will be hereafter collectively referenced as the “Luning 
Project Operating Expenses.” 
2 The Tax Equity Partner Distribution and the Buy-Out Payment will be collectively referenced as “Tax 
Equity Partner Expenses.” 
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• Approve this Application and grant the authorizations requested in a final 
decision to be issued no later than January 2016. 

4.   ORA filed a Protest on May 26, 2015.  No other party properly filed a protest or 

sought party status in this proceeding.3  A prehearing conference was held on June 26 before 

Administrative Law Judge Melanie Darling.  No party other than the Settling Parties participated 

in the prehearing conference. 

5. Over the course of its review and assessment of Liberty Utilities’ Application, 

ORA propounded and Liberty Utilities responded to three sets of data requests.4  ORA and 

Liberty Utilities engaged in numerous conference calls and face-to-face meetings both at the 

Commission and the office of counsel for Liberty Utilities to discuss the approvals Liberty 

Utilities is requesting and the issues ORA identified relating to these requests.  The terms of the 

Settlement Agreement were developed through the above provision of information by Liberty 

Utilities and ongoing communications between the Settling Parties. 

6. On August 14, 2015, in accordance with Rule 12.1(b), Liberty Utilities, with the 

concurrence of ORA, sent an email inviting parties identified on the service list in this 

proceeding to participate in a conference for the purpose of discussing the settlement, to be held 

by conference telephone call on August 21, 2015.  A draft document with terms substantially 

identical to those of the present Settlement Agreement was sent on August 21, 2015 to persons 

identified on the service list in this proceeding. 

3 On June 11, Mary and Steve Walker sent to the Commission a document in the form of a pleading 
entitled, “Protest of Steve and Mary Walker to Application of Liberty Utilities for the Minden Sunrise 
Solar Project Certificate of Public Convenience and Necessity.”  The Settling Parties understand that the 
Walkers did not seek and have not been granted party status in this proceeding.  
4 See Exhibits 7–9. 
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7. The settlement conference call was held as scheduled on August 21, with 

participation by Liberty Utilities and ORA.  No other interested parties participated in the 

settlement conference. 

B. Liberty Utilities and the Solar Projects 

1. Liberty Utilities provides electricity to approximately 49,000 customers in 

portions of seven counties around the Lake Tahoe area.  Liberty Utilities has procured essentially 

all of its electrical energy, including its renewable energy, from Sierra Pacific Power Company 

d/b/a NV Energy (“NV Energy”).  Liberty Utilities and NV Energy have agreed to a new 

agreement to become effective on January 1, 2016 (“2016 NV Energy Services Agreement”).5  If 

approved by the Commission, the 2016 NV Energy Services Agreement will obligate NV Energy 

to continue to serve the full requirements of Liberty Utilities’ electric loads, but will also allow 

Liberty Utilities to replace some of the NV Energy supply with renewable energy generated by 

Liberty Utilities-owned renewable generating facilities.6

2. Liberty Utilities conducted a competitive solicitation process to identify the solar 

project sites and developers that could timely and reliably deliver the most competitively priced 

renewable energy to Liberty Utilities’ customers.  Based on this solicitation process, Liberty 

5 On July 31, 2015, Liberty Utilities and NV Energy amended the 2016 NV Energy Services Agreement 
to provide Liberty Utilities greater flexibility to optimize the sizing of the Solar Projects.  In particular, 
Section 7.1 preserves Liberty Utilities’ right to designate Solar Projects for up to 60 MW of capacity.  
However, Liberty Utilities’ flexibility is no longer limited to such a 20 MW and/or 40 MW project (i.e., 
Liberty Utilities can designate a 50 MW and 10 MW project.  See Exhibit 3 (First Amended Service 
Agreement Between Sierra Pacific Power Company and Liberty Utilities (CalPeco Electric) LLC, dated 
July 31, 2015 (“Amended 2016 NV Energy Services Agreement”), at Section 6.1.  All references herein 
to the 2016 NV Energy Services Agreement should be read as applying to the Amended 2016 NV Energy 
Services Agreement.  All citations to the 2016 NV Energy Services Agreement will still apply to the 
Amended 2016 NV Energy Services Agreement because none of the section numbers were changed. 
6 Liberty Utilities’ Application for Authority to Execute 2016 NV Energy Services Agreement and for 
Rate Recovery of the Costs It Will Incur Pursuant to the Agreement, and Urging Issuance of Expedited 
Decision Granting Such Relief (A.15-04-019) is currently pending before the Commission. 
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Utilities identified the Luning Project and the Minden Project as the most cost-competitive and 

viable options. 

3.  The ITC, which offers a 30 percent tax credit on the capital cost of qualifying 

commercial solar systems, is currently only available to solar projects placed in service by 

December 31, 2016.  The Luning Project is cost-competitive in part due to Liberty Utilities 

utilizing tax equity arrangements to enable its customers to realize the benefit of the 30 percent 

ITC to the fullest extent possible during initial years of operations by the Luning Project.

Liberty Utilities’ use of a tax equity structure significantly decreases its customers’ cost 

responsibility for the capital investment necessary to construct and own the Luning Project, 

which cost savings result in lower costs throughout the Luning Project’s projected 30-year life.

The tax equity arrangements will allow Liberty Utilities to contribute only of the 

 Luning Project total purchase price (i.e., 65.9 percent).  Liberty Utilities’ Tax 

Equity Partner will be responsible for contributing the remainder of the purchase price. 

4.  The developers of the 20 MW Minden Project have not been able to secure 

permits on a schedule which would ensure that the Minden Project will be placed in service 

before the expiration of the 30 percent ITC.  As a result, Liberty Utilities no longer seeks in this 

Application Commission approval to purchase, own, and operate the Minden Project.  Liberty 

Utilities has been, however, able to revise its arrangements with NV Energy and with the 

developer of the Luning Project to increase the capacity of the Luning Project from the originally 

contemplated 40 MW to a capacity of 50 MW.7  Liberty Utilities thus requests Commission 

approval to purchase, own, and operate the Luning Project at such 50 MW size.  Liberty 

Utilities’ revised arrangements with NV Energy under the First Amended 2016 NV Energy 
7 The Luning Project has the necessary environmental permits from the Bureau of Land Management and 
the interconnection capabilities to support a 50 MW project.
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Services Agreement additionally allow it to replace generation otherwise to be delivered by NV 

Energy by its purchase, ownership, and operation of up to 10 additional MWs of renewable 

generation.  Liberty Utilities desires to retain the right to seek Commission approval to purchase, 

own, and operate up to 10 MW of such additional renewable generation. 

5.  The renewable energy the Luning Project shall generate and deliver to California 

will enable Liberty Utilities to satisfy a significant portion of its current Renewables Portfolio 

Standard (“RPS”) requirements.  Liberty Utilities projects the Levelized Cost of Energy 

(“LCOE”) from the Luning Project to be approximately in 2017, escalating at 

approximately 1.55 percent each year starting in 2018.  Under the 2016 NV Energy Services 

Agreement, Liberty Utilities can purchase additional renewable energy it may need to meet its 

RPS obligations from NV Energy at the price of  in 2017, escalating at approximately 

1.55 percent each year starting in 2018.  Thus, Liberty Utilities’ ownership and operation of the 

Luning Project will decrease the $/MW price its customers will pay for renewable energy when 

compared to the alternative of purchasing renewable energy pursuant to the 2016 NV Energy 

Services Agreement. 

6.  The Luning Project will further decrease costs to Liberty Utilities’ customers 

under the 2016 NV Energy Services Agreement.  The terms of the 2016 NV Energy Services 

Agreement reduce the Demand Charge otherwise payable to NV Energy by up to approximately 

$1 million per year by Liberty Utilities obtaining energy from the Luning Project.  

7.  Liberty Utilities has structured its purchase of the Luning Project to minimize 

project development and construction risks to its customers.  The Luning Project Purchase 

Agreement identifies the following circumstances in which the Purchase Price may be reduced 

(causing a corresponding reduction in the capital contribution required from Liberty Utilities and 
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the Tax Equity Partner): (a) the failure of the Luning Project Developer to successfully timely 

and fully construct and achieve commercial operation of the Luning Project and qualify for the 

30 percent ITC; (b) the failure of the Luning Project Developer to timely meet the guaranteed 

commercial operation date; and/or (c) the failure of the Luning Project to operate in a manner 

which satisfies certain capacity and energy testing standards.  In the event that any of these 

circumstances result in a reduction in Liberty Utilities’ capital contribution, the resulting 

reduction in Liberty Utilities’ and the Tax Equity Partner’s respective capital contributions shall 

all be flowed through to Liberty Utilities’ electric customers. 

8.   Under its existing agreement with NV Energy which will expire as of December 

31, 2015, Liberty Utilities is almost entirely dependent on energy supplied from NV Energy and, 

absent its purchase, ownership, and operation of the Luning Project, Liberty Utilities will 

continue to remain almost entirely dependent on the 2016 NV Energy Services Agreement for its 

energy supply.  The Luning Project represents the first material supply resource to be owned by 

Liberty Utilities.  Liberty Utilities’ ownership and operation of the Luning Project is consistent 

with Commission policy encouraging that utilities participate in the development of renewable 

resources and that utilities have diversity of supply sources.
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

 
 
In the Matter of the Application of Liberty Utilities 
(CalPeco Electric) LLC (U 933 E) for the Issuance 
of a Certificate of Public Convenience and 
Necessity to Acquire, Own, and Operate the Luning 
and Minden Solar Projects, Authorize Ratemaking 
Associated with the Solar Projects’ Capital 
Investment and Operating Expenses, and Issuance 
of Expedited Decision Granting Such Relief 

 
Application 15-04-016 
(Filed April 17, 2015) 

 

 

SETTLEMENT AGREEMENT 
BETWEEN THE OFFICE OF RATEPAYER ADVOCATES AND 

LIBERTY UTILITIES (CALPECO ELECTRIC) LLC 
 

1. GENERAL 

1.1 Pursuant to Article 12 of the Rules of Practice and Procedure (“Rules”) of the 

California Public Utilities Commission (“Commission”), Liberty Utilities (CalPeco Electric) 

LLC  (“Liberty Utilities”) and the Office of Ratepayer Advocates (“ORA”) (collectively, the 

“Parties”) enter into this Settlement Agreement on a mutually agreeable outcome on certain 

issues as described further herein.  This Settlement Agreement addresses the Application of 

Liberty Utilities seeking approval to acquire, own, and operate the Luning Solar Project 

(“Luning Project”) and the Minden Sunrise Solar Project (“Minden Project”) (collectively, the 

“Solar Projects”) and authorize ratemaking procedures for Liberty Utilities to recover the costs to 

acquire, own, and operate the Solar Projects.  The Parties respectfully request that the 

Commission grant authorization, subject to the terms and conditions of this Settlement 

Agreement. 

1.2 As Liberty Utilities and ORA are the only active parties in this proceeding, the 

Settlement Agreement represents an all-party settlement. 

PUBLIC VERSION
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1.3 Since this Settlement Agreement represents a compromise by each of the Parties’ 

respective litigation position on the matters described, the Parties have entered into each 

stipulation contained in the Settlement Agreement on the basis that its approval by the 

Commission should not be construed as an admission or concession by any Party regarding any 

fact or matter of law in dispute in this proceeding.  Furthermore, the Parties intend that the 

approval of this Settlement Agreement by the Commission not be construed as a precedent or 

statement of policy of any kind for or against any Party in any current or future proceeding.  See 

Rule 12.5. 

1.4 The Parties agree that no signatory to the Settlement Agreement assumes any 

personal liability as a result of their agreement.  All rights and remedies of the Parties are limited 

to those available before the Commission. 

1.5 The Parties agree that this Settlement Agreement is an integrated agreement, so 

that if the Commission rejects any portion of this Settlement Agreement, each Party has the right 

to withdraw.  Furthermore, the Settlement Agreement is being presented as an integrated 

package such that the Parties are agreeing to the Settlement Agreement as a whole rather than 

agreeing to specific elements of the Settlement Agreement. 

1.6 This Settlement Agreement may be executed in counterparts, each of which shall 

be deemed an original, and the counterparts together shall constitute one and the same 

instrument. 

1.7 No Party has relied or presently relies upon any statement, promise or 

representation by any other Party, whether oral or written, except as specifically set forth in this 

Settlement Agreement.  Each Party expressly assumes the risk of any mistake of law or fact 

made by such Party or its authorized representatives. 
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1.8 This Settlement Agreement constitutes and represents the entire agreement 

between the Parties and supersedes all prior and contemporaneous agreements, negotiations, 

representations, warranties and understandings of the Parties with respect to the subject matter 

set forth herein.   

1.9 Each Party who executes this Settlement Agreement represents and warrants to 

each other Party that the individual signing this Settlement Agreement and the related Motion 

has the legal authority to do so on behalf of such Party.   

1.10 The Parties agree to perform diligently and in good faith all actions required, 

including, but not limited to, the execution of any other documents and the taking of any actions 

reasonably required to effectuate the Terms and Conditions of this Settlement Agreement as well 

as the preparation of the Exhibits for, and the presentation of witnesses at, any hearings required 

to obtain the Commission’s approval and adoption of the Settlement Agreement.  The Parties 

will use the best efforts to ensure that this Settlement Agreement is approved by the Commission 

as soon as possible. 

1.11 This Settlement Agreement may be amended or changed only by a written 

agreement signed by the Parties. 

1.12 Once fully executed by the Parties and adopted and approved by a Commission 

Decision, this Settlement Agreement fully and finally settles any and all disputes between the 

Liberty Utilities and ORA in this proceeding, unless otherwise specifically provided in the 

Settlement Agreement. 

1.13 Based on the Parties’ acceptance of the Terms and Conditions herein, ORA enters 

into this Settlement to resolve this matter without having an evidentiary hearing.  ORA joins 

Liberty Utilities in requesting that the Commission approve and adopt the Settlement on an 
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expedited basis, because it is reasonable in light of the whole record, consistent with the law, and 

in the public interest. 

2. BACKGROUND 

2.1 Liberty Utilities filed this Application on April 17, 2015.  In the Application, 

Liberty Utilities requests that the Commission: (i) pursuant to Public Utilities Code Sections  

(“Section”) 399.14 and/or 1005.5 establish the “maximum cost determined to be reasonable and 

prudent for the [Solar Projects’ construction and initial operation]” (“Maximum Reasonable 

Costs Amount”); (ii) authorize Liberty Utilities to place up to the Maximum Reasonable Costs 

Amount into rate base as of January 1, 2017; and (iii) authorize Liberty Utilities to request the 

inclusion of the Maximum Reasonable Costs Amount into its rate base and the recovery of 

certain “Solar Projects Operating Expenses” (as defined below) through the Post Test-Year 

Adjustment Mechanism (“PTAM”) filing Liberty Utilities shall make in October 2016 (“October 

2016 PTAM Filing”). 

2.2 In conjunction with its request to acquire, own, and operate the Solar Projects and 

to be authorized to seek rate recovery for the associated  costs, in the Application Liberty 

Utilities requested that the Commission: 

• Approve Liberty Utilities entering into Project Purchase Agreements with 
the developers of the respective Solar Projects; 

• Determine, pursuant to Section 399.14 and/or Section 1005.5, a Maximum 
Reasonable Costs Amount for Liberty Utilities to acquire and own the 
Solar Projects;  

• Authorize Liberty Utilities to seek the authority to place its costs to 
acquire and own the Solar Projects up to the Maximum Reasonable Costs 
Amount into rate base as of January 1, 2017 through its October 2016 
PTAM Filing;  

• Approve Liberty Utilities’ initial joint ownership of each Solar Project 
with a tax equity partner, authorize Liberty Utilities to enter power 
purchase agreements with the Solar Project Companies (“Solar Project 
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PPAs”), and authorize Liberty Utilities to buy out the ownership interest 
of the tax equity partner in each of the Solar Projects in accordance with 
buy-out terms and the buy-out price to be set forth in the Tax Equity 
Partnership Agreements;  

• Authorize Liberty Utilities to recover the following costs associated with 
the operation of the Solar Projects as general rates for the life of each 
Solar Project and to seek the authority to include the following costs in its 
October 2016 PTAM Filing:  

 costs to operate and maintain the Solar Projects (“O&M Costs”); 

 administrative and general costs associated with the operation of 
the Solar Projects (“A&G Costs”); and 

 property tax payments for the Solar Projects (“Property Tax”);1  

• Authorize Liberty Utilities to record the costs it will incur resulting from 
the distributions that the Solar Project Companies will make to the Tax 
Equity Partner during the initial years of the Solar Projects’ operations 
(“Tax Equity Partner Distribution”) and the payment Liberty Utilities 
expects to make to purchase the Tax Equity Partner’s ownership interest in 
the Solar Project Companies (“Buy-Out Payment”)2 in its Energy Cost 
Adjustment Clause (“ECAC”) account and to recover such Tax Equity 
Partner Expenses in accordance with its ECAC tariff; 

• Grant Liberty Utilities motion for confidentiality of certain commercially 
sensitive information; and 

• Approve this Application and grant the authorizations requested in a final 
decision to be issued no later than January 29, 2016. 

2.3 ORA filed a Protest on May 26, 2015.  No other party properly filed a protest or 

sought party status in this proceeding.3  A prehearing conference was held on June 26, 2015 

before Administrative Law Judge (“ALJ”) Melanie Darling. 

                                                 
1 The O&M Costs, A&G Costs, and Property Tax will be hereafter collectively referenced as the “Luning 
Project Operating Expenses.” 
2 The Tax Equity Partner Distribution and the Buy-Out Payment will be collectively referenced as “Tax 
Equity Partner Expenses.” 
3 On June 11, Mary and Steve Walker sent to the Commission a document in the form of a pleading 
entitled, “Protest of Steve and Mary Walker to Application of Liberty Utilities for the Minden Sunrise 
Solar Project Certificate of Public Convenience and Necessity.”  The Parties understand that the Walkers 
did not seek and have not been granted party status in this proceeding.  
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2.4 ORA propounded and Liberty Utilities responded to three set of data requests.  

ORA and Liberty Utilities engaged in numerous conference calls and face-to-face meetings both 

at the CPUC and the office of counsel for Liberty Utilities to discuss the approvals Liberty 

Utilities is requesting and the issues ORA identified relating to these requests. The terms of the 

present Settlement Agreement were developed through the above provision of information by 

Liberty Utilities and ongoing communications between the Parties. 

2.5 On August 14, 2015, in accordance with Rule 12.1(b), Liberty Utilities, with the 

concurrence of ORA, convened and invited parties identified on the service list in this 

proceeding to participate in a conference for the purpose of discussing settlement, to be held by 

conference telephone call on August 21, 2015. 

2.6 A draft document with terms substantially identical to those of the present 

Settlement Agreement was sent to all persons identified on the service list in this proceeding, 

along with a draft Motion for Commission approval of the Settlement Agreement.  

2.7 The previously noticed settlement conference was held as scheduled on August 

21, 2015, with participation by Liberty Utilities and ORA. 

3. Approvals to Be Granted to Liberty Utilities 

Liberty Utilities and ORA agree that the Commission shall grant Liberty Utilities the 

following approvals in connection with the Solar Projects, provided that the Commission 

imposes on Liberty Utilities the conditions set forth in Article 4 of this Settlement Agreement: 

3.1 Approve Liberty Utilities entering into a Project Purchase Agreement with the 

developer of the Luning Project (“Luning Project Purchase Agreement”); 

3.2 Authorize Liberty Utilities to seek the authority to place its costs to acquire and 

own the Luning Project up to the Maximum Reasonable Cost Amount into rate base as of 

January 1, 2017 through its October 2016 PTAM Filing or another mechanism which the Parties 
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may mutually agree upon; provided that to the extent the Luning Project does not achieve 

commercial operation as of January 1, 2017, Liberty Utilities shall, in consultation with ORA, 

submit an additional pleading to propose adjustments in its 2017 rate recovery necessary to 

account for the post-January 1, 2017 commercial operation date of the Luning Project; 

3.3 Authorize Liberty Utilities to seek authority to recover the following Luning 

Project Operating Expenses: 

(a)  For 2017 and 2018 in an amount up to the applicable annual cost recovery 

cap set forth in Section 4.3 for 2017 and 2018 in its October 2016 PTAM or 

another mechanism which the Parties may mutually agree upon; 

(b)  For 2019, 2020, and 2021 in an amount up to the applicable annual cost 

recovery cap set forth in Section 4.3 in Liberty Utilities’ 2019 general rate 

case proceeding; and 

(c) For 2022 and each succeeding year in Liberty Utilities’ general rate case 

proceedings. 

3.4 Approve Liberty Utilities’ initial joint ownership of the Luning Project with a Tax 

Equity Partner; 

3.5 Authorize Liberty Utilities to enter into a power purchase agreement with the 

Luning Solar Project Company (“Luning Project PPA”); 

3.6 Authorize Liberty Utilities to buy out the ownership interest of the Tax Equity 

Partner in the Luning Project in accordance with buy-out terms and the buy-out price to be set 

forth in the Luning Project tax equity partnership agreement;  

3.7 Authorize Liberty Utilities to record the costs it will incur associated with the Tax 

Equity Partner Distribution and the Buy-Out Payment in its ECAC account and to recover such 

Tax Equity Partner Expenses in accordance with its ECAC tariff; 
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3.8 Grant Liberty Utilities’ motion for confidentiality of certain commercially 

sensitive information4; and 

3.9 Approve this Application subject to the terms of this Settlement Agreement and 

grant the authorizations requested in a Final Decision to be timely issued by the Commission. 

4. Conditions to Be Imposed on Approvals to be Granted to Liberty Utilities 

Liberty Utilities and ORA agree that with respect to the approvals the Commission 

should grant Liberty Utilities in connection with the Luning Project as set forth in Article 3 

above, the Commission should also impose the following conditions: 

4.1 Pursuant to Section 399.14 and/or Section 1005.5, the aggregate Maximum 

Reasonable Cost Amount for Liberty Utilities to acquire and own the 50 megawatt (“MW”) 

Luning Project shall be $  (which is approximately 65.9% of the total purchase price).  

After accounting for the demand charge savings Liberty Utilities will realize in the First 

Amended 2016 NV Energy Services Agreement with NV Energy based on the Luning Project’s 

energy production, this Maximum Reasonable Cost Amount translates to a Levelized Cost of 

Energy (“LCOE”) of approximately $  

 (the “All-In Luning LCOE”).5   

4.2 To the extent that Liberty Utilities and the Tax Equity Partner’s respective capital 

contribution in the Luning Project is reduced in accordance with the terms of the Luning Solar 

Project Agreement due to: (a) the failure of the Luning Project Developer to successfully timely 

                                                 
4 See Motion of Liberty Utilities (Calpeco Electric) LLC (U 933 E) for Leave to File the Confidential 
Version of the Application and Exhibits B and C to the Application Under Seal, and to Seal the 
Evidentiary Record Containing Confidential Information in the Testimony of Travis Johnson, the 
Testimony of Jeff Norman, the Testimony of Todd Mooney, and the Testimony of Michael Long, 
Consistent with the Confidentiality Protections of Decisions 06-06-066 and 08-04-023, Public Utilities 
Code Sections 454.5(G) And 583, and/or General Order 66-C, filed April 17, 2015. 
5 For the avoidance of doubt, the All-In Luning LCOE includes both the Maximum Reasonable Cost 
Amount as well as all of the Luning Project Operating Expenses. 
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and fully construct and commence commercial operations of the Luning Project to qualify for the 

30% federal Investment Tax Credit; (b) the failure of the Luning Project Developer to timely 

meet the guaranteed commercial operation date set forth in the Luning Project Purchase 

Agreement; and/or (c) the failure of the Luning Project to satisfy certain capacity and energy 

testing standards, the corresponding reduction in Liberty Utilities’ and the Tax Equity Partner’s 

respective Capital Contributions shall all be flowed through to Liberty Utilities’ electric 

customers through a corresponding reduction in the amount Liberty Utilities places into rate base 

in accordance with Section 3.2 and in the amounts it records in its ECAC balancing account and 

is allowed to recover in rates through its ECAC mechanism in accordance with Section 3.7 with 

respect to the payments Liberty Utilities shall make to Tax Equity Partner as Tax Equity Partner 

Distributions and the Buy-Out Payment. 

4.3 The maximum annual amount that Liberty Utilities may seek to recover in  rates 

for Luning Project Operating Expenses in accordance with Sections 3.3(a) and 3.3(b) during the 

years 2017 through 2021 are the amounts set forth in the table below.  For the avoidance of 

doubt, the Luning Project Operating Expenses are fully accounted for in the All-In Luning 

LCOE described above in Section 4.1. 

Year Operating Costs  
2017  
2018  
2019  
2020  
2021  

 
Notwithstanding the caps set forth in this Section 4.3 with respect to the amount of 

Luning Project Operating Expenses, Liberty Utilities may seek to recover through rates, to the 

extent the taxes or insurance costs for the Luning Project increase beyond Liberty Utilities’ 

current estimates for any of years 2017 through 2021, Liberty Utilities shall have the right to 
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seek recovery of such additional amounts above the maximum amount set forth in the Table 

above otherwise allowed for the Luning Project Operating Expenses for that year. 

4.4 The maximum annual amount that Liberty Utilities may recover in rates 

representing the Tax Equity Partner Distribution as set forth in Section 3.7 shall be set at an 

amount representing no more than approximately 2 percent of the Tax Equity Partner’s Capital 

Contribution. 

4.5 The Parties agree they are mutually committed to exploring and implementing 

ratemaking mechanisms to enable Liberty Utilities to recover through rates its full costs to own 

and operate, and thereby deliver solar energy from, the Luning Project to its customers, but at the 

same time best protect its customers from experiencing steep escalations in rates in the first years 

of operation.  Liberty Utilities will provide ORA with further information concerning the rate 

implications of the Luning Project by March 31, 2016.  Liberty Utilities shall work with ORA to 

develop its ratemaking proposals, for submission in either its October 2016 PTAM (or another 

mutually agreeable mechanism) or in an application or applicable form of advice letter.   

4.6 With respect to any major change or modification to the Luning Project that may 

be required, Liberty Utilities shall prior to making any filing with or submission to the 

Commission seeking approval of the major change or modification notify ORA of the major 

change or modification. 

5. Liberty Utilities’ Reservation of Rights to Seek Approval of Additional 10 MWs of 
Renewable Generation 

5.1 The Parties acknowledge that Liberty Utilities’ Application sought approval to 

purchase, own, and operate Solar Projects with a combined capacity of 60 MWs, but due to 

delays at the Minden Project associated with permitting, Liberty Utilities now only seeks 

approval to purchase, own, and operate the 50 MW Luning Project.  Under the First Amended 
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2016 NV Energy Services Agreement, Liberty Utilities has the option to replace up to 60 MW of 

renewable generation that NV Energy would otherwise be obligated to deliver with renewable 

energy.  This Settlement Agreement does not limit Liberty Utilities’ right to seek Commission 

approval to purchase, own, and operate an additional 10 MW of capacity of renewable 

generation.  Liberty Utilities may seek expeditious review of its application for Commission 

approval to purchase, own, and operate such additional 10 MW of renewable generation 

capacity.  Liberty Utilities shall prior to making any filing with or submission to the Commission 

seeking approval meet with ORA to discuss the application and work together to resolve any 

potential issues.  ORA agrees to support Liberty Utilities’ request for the Commission’s 

expeditious review of the application, subject to ORA’s own review of the application and on the 

condition that ORA deems the project to be just and reasonable for ratepayers. 

 

/// 

 

/// 

 

/// 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
the Issuance of a Certificate of Public 
Convenience and Necessity to Acquire, Own, 
and Operate the Luning and Minden Solar 
Projects, Authorize Ratemaking Associated 
with the Solar Projects’ Capital Investment and 
Operating Expenses, and Issuance of Expedited 
Decision Granting Such Relief. 

Application 15-04-016 
 (Filed April 17, 2015) 

RESPONSE OF LIBERTY UTILITIES (CALPECO ELECTRIC) 
LLC (U 933 E) TO OFFICE OF RATEPAYER ADVOCATES 

DATA REQUEST N0. CW-001 

GENERAL STATEMENT  

Nothing in this response to Office of Ratepayer Advocates (“ORA”) First Set of 
Data Requests (“Data Requests” or “Requests”) should be construed as prejudicing or 
waiving Liberty Utilities (CalPeco Electric) LLC (U 933-E) (“Liberty Utilities”) right to 
produce and provide additional documentary evidence based on information, evidence or 
analysis hereafter obtained or evaluated.  Liberty Utilities’ responses are made subject to 
inadvertent or undiscovered errors, and are limited by records and information still 
inexistence and or presently recollected and thus far discovered in the course of preparing 
this response.  Liberty Utilities reserves the right to update and/or supplement the 
responses provided herein if and when additional evidence which is responsive to the 
Requests becomes available and at any time if it appears that inadvertent errors or 
omissions have been made.   

These responses are made without intending to waive or relinquish Liberty 
Utilities’ rights to raise all questions regarding relevancy, materiality, privilege, 
admissibility as evidence with respect to the information provided. 
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Liberty Utilities (CalPeco Electric) LLC 

RESPONSE TO ORA DATA REQUEST 

DOCKET NO.: A.15-04-016 REQUEST DATE: April 30, 2015 

REQUEST NO.: CW-001 RESPONSE DATE: May 7, 2015 

REQUESTER: ORA RESPONDER: Liberty Utilities 

REQUEST 1 

Page 6 of the Application states, “Liberty Utilities provides electricity to approximately 
49,000 customers in portions of seven counties around the Lake Tahoe area.”  

a. Please provide the total number of customers Liberty Utilities serves 
including customers outside of California.

b. Will Liberty Utilities be providing solar energy to customers outside of 
California? If so, are project costs allocated between California customers 
and non-California customers?  Please provide an explanation of how the 
project costs are allocated between California customers and non-
California customers. 

CONFIDENTIAL (yes or no):  No.

RESPONSE:   

Liberty Utilities’ service territory is limited to California and does not extend into 
any other states.  Thus, the total number of retail customers Liberty serves is the 
approximate 49,000 customers it serves in California.  Accordingly, the costs of the Solar 
Projects will be allocated exclusively to Liberty Utilities’ California customers. 

REQUEST 2 

Page 6-7 of the Application states, “Liberty Utilities experiences peak loads during the 
winter months (particularly during the Christmas and New Year’s holidays) when people 
visit the Lake Tahoe area for vacation and recreation”.

a. Please explain how Liberty Utilities decided that Solar projects would best 
address the demand during the winter months when solar production peaks 
during the summer months. 
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b. Please provide a comparison of the proposed two solar projects to other 
renewable projects that Liberty Utilities could have acquired for this 
solicitation. 

CONFIDENTIAL (yes or no):   Yes.

RESPONSE: 

 Answer to Sub Part A:  Under the terms of the 2016 NV Energy Services 
Agreement,1 NV Energy will provide Liberty Utilities with all of the energy necessary to 
serve its customers at cost-based pricing.  The energy the Solar Projects generate will
reduce the amount of energy Liberty Utilities will procure from NV Energy (i.e. if 
Liberty Utilities has a load of 85 MWh during the hour, and the Solar Projects generate 
60 MWh during the hour, Liberty Utilities will purchase the residual 25 MWh from NV 
Energy).

As the 2016 NV Energy Services Agreement already obligates NV Energy to 
deliver sufficient energy to meet Liberty Utilities’ peak load, Liberty Utilities is not 
pursuing the Solar Projects for purposes of meeting its peak loads.  Instead, Liberty 
Utilities is pursuing the Solar Projects for purposes of satisfying its RPS requirements in 
a reliable and cost-effective manner and increasing its diversity of supply (which 
currently is essentially 100 percent purchase power from NV Energy).  The RPS 
requirements obligate Liberty Utilities to procure certain amounts of RPS-eligible energy 
over the course of a year; thus, for purposes of RPS compliance, Liberty Utilities is 
relatively indifferent as to the time periods during the day or year the Solar Projects 
generate their RPS-eligible energy.

In the summer months, the Solar Projects should reach their highest output for the 
year.  Since the most expensive energy Liberty purchases from NV Energy is typically 
during the summer, this results in an additional cost savings for Liberty’s customers 
because Liberty Utilities will procure less energy from NV Energy during the summer 
months when energy is most expensive.  In addition, Section 11.3 of the 2016 NV Energy 
Services Agreement provides that if the Solar Projects produce more energy in any given 
day than Liberty Utilities requires to meet Liberty Utilities’ demand, NV Energy will 
provide Liberty Utilities with a credit to the Energy Charge for that month. 

In the winter months, when Liberty Utilities’ demand is highest, the Solar Projects 
will provide a smaller portion of Liberty Utilities’ energy requirement.  However, Liberty 
Utilities will be able to procure from NV Energy all of its remaining energy needs at cost-
based pricing – which is typically less expensive in the winter months – pursuant to the 
                                                
1 Liberty Utilities recently filed an application for approval of the 2016 NV Energy Services 
Agreement.  See A.15-04-019, Application of Liberty Utilities (CalPeco Electric) LLC (U 933 E) 
for Authority to Execute 2016 NV Energy Services Agreement and for Rate Recovery of the 
Costs is Will Incur Pursuant to the Agreement, and Urging Issuance of Expedited Decision 
Granting Suh Relief, filed April 24, 2015.  
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terms of the 2016 NV Energy Services Agreement and all of the solar generation will 
count towards Liberty Utilities’ RPS compliance for the applicable calendar year.

Answer to Sub Part B:  Liberty Utilities selected the Luning and Minden solar 
photovoltaic (“PV”) projects after conducting a Request for Proposals (“RFP”) to solicit 
offers to acquire, own, and operate up to 65 megawatts (“MW”) of turnkey solar PV 
facilities within the NV Energy balancing authority.   

Liberty Utilities  restricted its RFP to potential resources located in the NV 
Energy Balancing Authority because the Liberty Utilities service territory is located in 
the NV Energy Balancing Authority and any energy it procures must either be produced 
in or delivered into the NV Energy Balancing Authority.  If Liberty Utilities procured 
RPS energy from outside of the NV Energy Balancing Authority (e.g., the CAISO), it 
would incur significant and likely cost-prohibitive  incremental transmission charges to 
deliver the  RPS energy into the NV Energy Balancing Authority.

Liberty Utilities also restricted its RFP to solar PV resources based on its 
understanding of the potential renewable resources available in the NV Energy Balancing 
Authority and the availability of the 30 percent solar investment tax credit (“ITC”).  
Specifically, Liberty Utilities decided not to include the following resources in the RFP:  

Wind:  There are no known viable and cost-competitive wind projects in the NV 
Energy Balancing Authority because of the low quality (and corresponding low 
production factor) of the potential wind resources, particularly when compared to 
the excellent solar PV resources in Nevada.  Moreover, wind projects do not 
qualify for the 30 percent ITC and therefore would be more expensive.          

Geothermal:  Liberty Utilities did not include geothermal in the RFP because: (i) 
development of a geothermal resource is generally cost-effective and viable if 
there is a proven geothermal resource located in an area close to existing 
transmission facilities which have the capability of delivering the energy on a firm 
basis to Liberty Utilities’ service territory within California; (ii) there are no 
known available geothermal resources within the NV Energy Balancing Authority 
that have the necessary cost-effective access to the transmission grid and 
corresponding ability to be delivered into California; (iii) drilling for geothermal 
resources is expensive, risky, and time-consuming; and (iv) geothermal 
generating facilities require a relatively high amount of capital investment. 

 However, Liberty Utilities will procure geothermal energy from existing 
geothermal resources.  Under the 2016 NV Energy Services Agreement, NV 
Energy will provide Liberty Utilities with the RPS-eligible energy it needs to 
satisfy Liberty Utilities RPS requirements (i.e. the RPS generation which Liberty 
Utilities does not receive from the Solar Project) from a pool of five geothermal 
resources with which NV Energy has a contract.  NV Energy will provide that 
geothermal energy to Liberty Utilities 

 Liberty Utilities used 
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this cost information as its baseline when determining whether to proceed with the 
Solar Projects.  Liberty Utilities decided to proceed with the Solar Projects in 
large part because their comparative nominal 2017 average cost of the energy is 

 after accounting for the savings associated with the 
Demand Charge reduction under the 2016 NV Energy Services Agreement.        

Biomass:  In 2014, Liberty Utilities conducted due diligence on purchasing and 
operating a 2 MW biomass project located in its service territory.  The cost of the 
energy was significantly higher than the Solar Projects 
Moreover, the project size would not have enabled Liberty Utilities to satisfy 
more than a small portion of its RPS requirements. 

REQUEST 3 

Page 11 of the Application states, “Liberty Utilities issued a Request for proposal 
(“RFP”) to identify potential solar projects that met its qualified criteria.  …… Ten 
bidders submitted 24 timely and qualified bids”. Provide the excel spreadsheet that shows 
the ranking criteria used and ranking results of the 24 bids received for the two projects.

CONFIDENTIAL (yes or no):  Yes.

RESPONSE: 

Liberty Utilities provided ORA with such information in an email dated April 29, 
2015, entitled “Liberty Utilities Solar Project Application - RFP Rankings 
(CONFIDENTIAL)”.

REQUEST 4 

Page 13 of the Application explains that IRS regulations prohibit a utility owner of a 
solar project from flowing the full investment tax credit (ITC) benefits immediately to its 
customers. The Application further explained that to retain eligibility for the ITC “the 
utility owner must “normalize” the tax credits by spreading their benefit over the 30-year 
expected life of the solar facility.” 

a. Does the IRS rule explicitly state that capital investments are amortized 
over a 30-year period? If not, provide, in spreadsheet form, the difference 
in rates/month if capital investments are amortized over a 20 year, 25 year, 
and 30 year period.
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CONFIDENTIAL (yes or no):  Yes.

RESPONSE: 

The IRS regulations with respect to “normalization”  require that to retain 
eligibility for the ITC a utility owning the generating facility must allocate the tax credits 
available to the project over the “estimated useful life” of the asset.  See Exhibit 1, 
Internal Revenue Service Private Letter Ruling, No. 200933023 (August 14, 2009). 

Liberty Utilities used 30 years as the estimated useful life of the Solar Projects 
because: (a) it will obtain rights to the land on which the Solar Projects will be located for 
at least 30 years; and (b) it is generally accepted in the electric utility industry that 
modern solar PV equipment has a life span of 30 or more years; and (c) the SunPower 
and Trina (or the equivalent) solar panels which will be used at the Solar Projects are 
estimated to have a life of 40 and 30 years, respectively.

 Assuming a 30 year project life, the average cost of the Solar Project energy is 
approximately  and the actual effective cost for 
Liberty Utilities’ customers of the energy is reduced to when accounting for 
the savings associated with the Demand Charge reduction under the 2016 NV Energy 
Services Agreement.   

As Liberty Utilities explained to ORA during the parties’ May 4 meeting, it would 
be very difficult and cumbersome for Liberty Utilities to re-perform the modeling used to 
identify the average cost of the Solar Project energy using the assumption that the life of 
the Solar Projects is 20 or 25 years.  Assuming such a shorter life for the Solar Projects 
would increase the average cost of the Solar Project energy.  However, Liberty Utilities 
believes that a 30 year estimated useful project life is a reasonable and conservative 
assumption based on industry standards and fully compliant with IRS regulations, and 
that assuming a shorter project life would artificially skew the true costs of the Solar 
Project to Liberty Utilities’ customers. 



EXHIBIT 8 



Docket:
Exhibit Number 
Commissioner 
Admin. Law Judge 
ORA Project Mgr. 

:
:
:
:
:

A.15-04-016
ORA-02  
Liane Randolph
Melanie Darling  
Chari Worster  

OFFICE OF RATEPAYER ADVOCATES
CALIFORNIA PUBLIC UTILITIES COMMISSION

ORA Exhibit:
LIBERTY UTILITIES’ RESPONSES  
TO ORA DATA REQUESTS NO. 2

A.15-04-016

***CONFIDENTIAL***

San Francisco, California 
August 21, 2015



Confidential – CPUC Section 583 and G.O. 66-C 

DWT 26939603v4 0089731-000031

BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
the Issuance of a Certificate of Public 
Convenience and Necessity to Acquire, Own, 
and Operate the Luning and Minden Solar 
Projects, Authorize Ratemaking Associated 
with the Solar Projects’ Capital Investment and 
Operating Expenses, and Issuance of Expedited 
Decision Granting Such Relief. 

Application 15-04-016 
 (Filed April 17, 2015) 

RESPONSE OF LIBERTY UTILITIES (CALPECO ELECTRIC) 
LLC (U 933 E) TO OFFICE OF RATEPAYER ADVOCATES 

DATA REQUEST NO. CW-002 

Date: June 10, 2015 

Steven F. Greenwald 
Patrick J. Ferguson 
Davis Wright Tremaine LLP 
505 Montgomery Street, Suite 800 
San Francisco, CA 94111 
Telephone: (415) 276-6500 
Facsimile:  (415) 276-6599 
Email:  stevegreenwald@dwt.com 
Email:  patrickferguson@dwt.com 

Attorneys for Liberty Utilities (CalPeco Electric) LLC 



Confidential – CPUC Section 583 and G.O. 66-C 

1
DWT 26939603v4 0089731-000031

BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
the Issuance of a Certificate of Public 
Convenience and Necessity to Acquire, Own, 
and Operate the Luning and Minden Solar 
Projects, Authorize Ratemaking Associated 
with the Solar Projects’ Capital Investment and 
Operating Expenses, and Issuance of Expedited 
Decision Granting Such Relief. 

Application 15-04-016 
 (Filed April 17, 2015) 

RESPONSE OF LIBERTY UTILITIES (CALPECO ELECTRIC) 
LLC (U 933 E) TO OFFICE OF RATEPAYER ADVOCATES 

DATA REQUEST NO. CW-002 

GENERAL STATEMENT  

Nothing in this response to the Office of Ratepayer Advocates (“ORA”) First Set 
of Data Requests (“Data Requests” or “Requests”) should be construed as prejudicing or 
waiving Liberty Utilities (CalPeco Electric) LLC (U 933-E) (“Liberty Utilities”) right to 
produce and provide additional documentary evidence based on information, evidence or 
analysis hereafter obtained or evaluated.  Liberty Utilities’ responses are made subject to 
inadvertent or undiscovered errors, and are limited by records and information still 
inexistence and or presently recollected and thus far discovered in the course of preparing 
this response.  Liberty Utilities reserves the right to update and/or supplement the 
responses provided herein if and when additional evidence which is responsive to the 
Requests becomes available and at any time if it appears that inadvertent errors or 
omissions have been made.   

These responses are made without intending to waive or relinquish Liberty 
Utilities’ rights to raise all questions regarding relevancy, materiality, privilege, 
admissibility as evidence with respect to the information provided. 
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Liberty Utilities (CalPeco Electric) LLC 

RESPONSE TO ORA DATA REQUEST 

DOCKET NO.: A.15-04-016 REQUEST DATE: May 28, 2015 

REQUEST NO.: CW-002 RESPONSE DATE: June 10, 2015 

REQUESTER: ORA RESPONDER: Liberty Utilities 

REQUEST 1 

Page 14 of the Application states, “…if the utility is the project owner, the IRS also requires that 
the credits be normalized which dilutes and delays the utility’s customers’ realization of the ITC 
benefit”. Please explain further how and why this occurs. 

CONFIDENTIAL (yes or no):  No.

RESPONSE:   

The IRS regulations with respect to “normalization” require that, to retain eligibility for 
the Investment Tax Credit (“ITC”), a utility owning a generating facility must allocate the tax 
credits available to the project over the “estimated useful life” of the asset.  See Internal Revenue 
Service Private Letter Ruling, No. 200933023 (August 14, 2009).  As explained in Liberty 
Utilities’ response to ORA’s data request CW-001-04, Liberty Utilities believes it is appropriate 
for issues relating to eligibility for the ITC to assume a 30 year estimated useful life of the solar 
projects.  As a result, if Liberty Utilities were to directly purchase and operate the solar projects 
as utility-owned generation assets (i.e. without the use of a tax equity partner and without 
separate Solar Project Companies), Liberty Utilities would be able to flow through to its 
customers only 1/30th of the value of the ITC each year.   

Due to the time value of money, the ability of Liberty Utilities to utilize all of the ITC in 
the first five years of Project operations creates considerable economic value which it can flow 
through to its electric consumers.  Liberty Utilities’ proposal to establish separate Solar Project 
Companies to be jointly owned by Liberty Utilities and its tax equity partner is designed to 
enable its customers to realize the full value of the ITC during the first five years of commercial 
operation.

Under Liberty Utilities’ proposed approach, from a tax accounting perspective, the Solar 
Project Companies will not have to treat the solar projects as public utility property because: (1) 
the Solar Project Companies will not be “public utilities”; and (2) the Solar Project Companies 
will sell the solar project’s bundled energy to Liberty Utilities through a Power Purchase 
Agreement (“PPA”).  Because the solar projects will not be utility owned assets during the initial 
period of operation, the ITC associated with the solar projects will not be subject to the 30 year 



Confidential – CPUC Section 583 and G.O. 66-C 

3
DWT 26939603v4 0089731-000031

useful life normalization requirement the IRS imposes on utility-owned projects; instead, Liberty 
Utilities will be able to flow nearly all of the benefits of the ITC to its customers in the near-
term.

REQUEST 2 

Please explain why the Commission should allow Liberty Utilities to treat its investments 
associated with the acquisition, ownership, and operation of the solar projects as utility-owned 
generation (UOG) for ratemaking purposes. 

CONFIDENTIAL (yes or no):   No.

RESPONSE:   

Liberty Utilities requests that the Commission treat the solar projects for ratemaking 
purposes as utility owned assets from the start of commercial operations because from the 
perspective of the Commission and Liberty Utilities’ customers the solar projects will be largely 
indistinguishable from traditional utility-owned generation (“UOG”) assets financed entirely by 
the utility’s own debt and equity.  As explained in Response to Request 1, to fully utilize the ITC 
for the benefit of its customers, Liberty Utilities is implementing a structure in which separate 
Solar Project Companies, jointly owned by Liberty Utilities and its tax equity partner, will own 
the solar projects and sell the power they produce to Liberty Utilities through a PPA for an initial 
period of approximately five or six years (the “Tax Equity Period”).   

During the Tax Equity Period, Liberty Utilities technically will not own the solar projects 
(i.e. the Solar Project Company will own each solar project).  However, from a functional 
perspective, Liberty Utilities will: (a) be responsible for the solar projects’ operations and 
maintenance; (b) purchase and control all of the bundled energy the solar projects generate; and 
(c)  be responsible for the payment of taxes and lease payments owed by the Solar Project 
Companies.  At the conclusion of the Tax Equity Period, Liberty Utilities will buy out its tax 
equity partner and acquire 100 percent ownership of the solar projects.  It will then transfer 
ownership of the solar projects from the Solar Project Companies to Liberty Utilities, dissolve 
the Solar Project Companies, and then own and operate the solar projects for the remainder of 
their useful lives just as if they were any other utility rate base asset.  

The solar projects undoubtedly qualify as UOG assets after the Tax Equity Period when 
they are entirely and directly owned by Liberty Utilities and there is no separate Solar Project 
Company (financially and operationally, they will be no different from any other asset whose 
costs are included in Liberty Utilities’ rate base).  Liberty Utilities also requests that it be 
allowed to recover through general rates and rate base accounting its costs of purchasing, 
owning, and operating the solar projects during the Tax Equity Period.  By allowing Liberty 
Utilities to treat its investments in the solar projects as UOG for ratemaking purposes from the 
start of commercial operations, the Commission will enable consistent ratemaking treatment over 
the life of the solar projects – no purpose is served by having one ratemaking protocol in place 
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for the solar projects’ initial years and then another ratemaking protocol applicable for the 
remaining 25 or more years.

REQUEST 3 

Pages 16-17 of the Application states, “The project Purchase Agreements further protect the 
customers of Liberty Utilities through several provisions that require an automatic reduction in 
the purchase price of the Solar Project if: ….”.  

a. Will this be a one-time “automatic reduction” cost in the purchase price? Or will this 
“automatic reduction” occur each time a deliverable is not met?  

b. Please provide the total “automatic reduction” costs in the purchase price for each of 
the solar projects. 

c. Will the total “automatic reduction” cost reduce Liberty Utilities total contribution of 
the project, thus reducing Liberty Utilities investment as a UOG for ratemaking 
purposes?

CONFIDENTIAL (yes or no):  YES.

RESPONSE: 

Answer to Sub Part A:  Under the terms of the Purchase and Sale Agreements 
(“PSAs”)1 with each solar project developer, the Purchase Price for either or both solar projects 
will be subject to an automatic reduction in any of the following circumstances: (1) the solar 
project is not placed in service in time to qualify for the 30 percent ITC and/or ratemaking 
treatment during 2017; (2) the solar project does not pass its capacity test; and/or (3) the solar 
project does not pass its one-year energy test.  Thus, there are several potential events which 
would subject the Purchase Price to an automatic reduction. 

The PSA requires the developers to place each solar project “in service” on or before 
December 31, 2016 (a date which is critical to the solar projects’ eligibility for the 30 percent 
ITC).  Under Section 2.6 of the PSA, 

1 Liberty Utilities’ response refers to the provisions in the PSA between Liberty Utilities and Invenergy 
for the Luning Project, but the PSA for the Minden project contains nearly identical provisions. 
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Answer to Sub Part C:  The automatic reductions in the Purchase Price apply to the 
entire Purchase Price, which includes both Liberty Utilities and its tax equity partner’s 
contributions.  Thus, based on Liberty Utilities current estimate of the tax equity financing 
arrangement in which Liberty Utilities contributes approximately 65 percent of the purchase 
price and its tax equity partner contributes approximately 35 percent, Liberty Utilities will 
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receive approximately 65 percent of value of any Purchase Price reductions and the tax equity 
investor will receive approximately 35 percent.   As explained in the answer above to subpart (a),
the value of any Purchase Price reductions Liberty Utilities receives will be realized by its 
customers over the entire useful life of the solar project because it will lower the amount Liberty 
Utilities initially places into its ratebase. 

REQUEST 4 

Please provide any cost/benefit analysis completed for the solar projects. 

CONFIDENTIAL (yes or no):  YES

RESPONSE: 

Liberty Utilities determined to apply for authority to own and operate the solar projects 
based on its conclusion and analysis that the benefits of project ownership outweigh the costs 
that would otherwise be incurred to purchase RPS-eligible electricity through the 2016 NV 
Energy Services Agreement.  As explained below, if Liberty Utilities did not procure solar 
energy from the solar projects, it would incur the costs associated with its procurement of RPS-
eligible energy necessary to meet its RPS requirements through its 2016 NV Energy Services 
Agreement.  

The opportunity to purchase and operate the solar projects offers numerous benefits over 
the life of the solar projects.  First and foremost, Liberty Utilities ownership and operation of the 
solar projects will result in cost savings for its customers over the life of the solar projects when 
compared to the price Liberty Utilities would reasonably expect to pay for renewable energy 
from NV Energy or another third party.  In addition, and as more fully explained in Liberty 
Utilities’ Application, the solar projects will also: (1) contribute significantly to Liberty Utilities 
meeting its RPS goals, both at current levels and as widely anticipated to increase;2 (2) benefit 
Liberty Utilities’ customers by providing some amount of price stability in Liberty Utilities’ RPS 
energy supply;3 and (3) comply with the Commission’s encouragement that utilities have 
diversity of supply resources.4  Thus, on balance, Liberty Utilities believes that the benefits to 
purchasing and operating the solar projects far outweigh the costs. 

2 See Application, at 28. 
3 See Application, at 30. 
4 See Application, at 30-31. 
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REQUEST 5 

In a meeting between ORA and Liberty Utilities on May 4, 2015, Liberty Utilities stated that the 
Please provide a breakdown of what the all-in cost 

includes.

CONFIDENTIAL (yes or no):  YES

RESPONSE: 

As rate base assets, the actual price that the customers of Liberty Utilities will pay for  the 
solar power from the solar projects will be vary based on the costs of equity and debt that the 
Commission authorizes Liberty Utilities in its pending 2016 General Rate Case (A. 15-05-008) 
and in succeeding general rate cases.

Depending on the final outcome of Liberty Utilities 2016 General Rate Case, the 
weighted average Levelized Cost of Energy (“LCOE”) of the Luning & Minden solar projects is 

This LCOE, however, does not include the capacity value created by the projects for 
which NV Energy will credit Liberty Utilities pursuant to the terms of the 2016 NV Energy 
Services Agreement.  Incorporating the solar value credit from the 2016 NV Energy Services 
Agreement into the LCOE calculation would reduce the LCOE. 

As shown in Exhibit 2-5 (“Solar Demand Charge Savings Estimates for 
Workpaper.xlsx”), the estimated reduction in the demand charge Liberty Utilities will pay to NV 
Energy under the 2016 NV Energy Services Agreement will be

When accounting for the demand charge savings, Liberty Utilities currently estimates that 
the “all-in cost” of the solar projects will be 

This “all-in cost” has risen slightly since Liberty Utilities’ May 
4, 2015 meeting with ORA because Liberty Utilities determined that it would be more 
appropriate for purposes of modeling the solar projects’ LCOE to assume a higher cost of debt.  
Use of this more conservative debt cost assumption yields an “all-in cost” 
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REQUEST 6 

In the same meeting, Liberty Utilities stated that under the 2016 NV Energy Services Agreement, 
Liberty Utilities will purchase renewable energy from NV Energy 

  Please provide a copy of the signed agreement with this information. 

CONFIDENTIAL (yes or no):  YES

RESPONSE:   

A copy of the 2016 NV Energy Services Agreement is attached as Exhibit 2-6.  The 
2016 NV Energy Services Agreement defines the “Renewable Rate,” which is the rate that 
Liberty Utilities will pay for any RPS-eligible energy it procures from NV Energy, as “the 
weighted average cost per MWh of the renewable energy delivered to NV Energy from the NVE 
Pool.”5

Liberty Utilities does not have a fixed price contract with NV Energy.  Instead, the cost 
of renewable energy under the 2016 NV Energy Services Agreement is based on the Renewable 
Rate, which Energy forecasts will escalate 

5 See 2016 NV Energy Services Agreement, at D-2. 
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REQUEST 7 

Liberty requests the CPUC authorize Liberty to recover tax-equity related costs such as the 
“Buy-Out Payment” in its ECAC account in accordance with its ECAC tariff.  Please provide 
cost estimates for the total Buy-Out Payment. 

CONFIDENTIAL (yes or no):  YES

RESPONSE: 

At the present time, Liberty Utilities projects that the Buy-Out Payment for the two solar projects 
will be approximately   We calculated this projection based on an assumption of a 

  Liberty Utilities should be able to provide 
ORA with further information on the exact amount of the Buy-Out Payment this summer after it 
engages in more substantive discussion with prospective tax equity partners.

REQUEST 8 

Liberty requests that the CPUC approves its partnership with a tax equity investor.  Will Liberty 
treat the tax equity investor equivalent to an affiliate and follows the CPUC’s affiliate transaction 
rules? 

CONFIDENTIAL (yes or no):  No.

RESPONSE:   

The tax equity partner will not be an “affiliate” of Liberty Utilities within the meaning of 
the Commission’s Affiliate Transaction Rules (See D.06-12-029, Appendix A-3) or otherwise.
The tax equity partner will be a large financial institution in which none of Liberty Utilities or its 
affiliates will hold any interest.  From an affiliate perspective, the relationship of the tax equity 
partner with Liberty Utilities will be no different than the relationship between a home owner 
and the bank which issued the mortgage that is secured by the home. 

The Solar Project Companies, which shall be jointly owned and operated by Liberty 
Utilities and its tax equity partner, likely do qualify as “affiliates” of Liberty Utilities.  The 
Affiliate Transactions Rules are applicable to only the three large California electric utilities; 
however, in the Regulatory Commitments made as part of the acquisition of Liberty Utilities 
(CalPeco Electric) LLC, Liberty Utilities and Algonquin agreed to comply with the Affiliate 
Transactions Rules. 

 Nonetheless, the Power Purchase Agreements (“PPAs”) between Liberty Utilities and the 
Solar Project Companies will comply with the Affiliate Transaction Rules.  Liberty Utilities 
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selected the owner/developers of the Solar Project Companies through a competitive, arms-
length solicitation process.  The terms of the PPAs were analyzed as part of the solicitation 
process, and the Luning and Minden projects were selected based on their low price and project 
viability. 

 Liberty Utilities believes that the Commission’s approval of the PPAs between itself and 
the Solar Project Companies would constitute an implicit finding by the Commission that the 
PPAs are compliant with the Affiliate Transaction Rules.  In any event, Liberty Utilities intends 
at the prehearing conference to make this request absolutely clear. 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
the Issuance of a Certificate of Public 
Convenience and Necessity to Acquire, Own, 
and Operate the Luning and Minden Solar 
Projects, Authorize Ratemaking Associated 
with the Solar Projects’ Capital Investment and 
Operating Expenses, and Issuance of Expedited 
Decision Granting Such Relief. 

Application 15-04-016 
 (Filed April 17, 2015) 

RESPONSE OF LIBERTY UTILITIES (CALPECO ELECTRIC) 
LLC (U 933 E) TO OFFICE OF RATEPAYER ADVOCATES 

DATA REQUEST NO. CW-003 

Date: June 19, 2015 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

In the Matter of the Application of Liberty 
Utilities (CalPeco Electric) LLC (U 933 E) for 
the Issuance of a Certificate of Public 
Convenience and Necessity to Acquire, Own, 
and Operate the Luning and Minden Solar 
Projects, Authorize Ratemaking Associated 
with the Solar Projects’ Capital Investment and 
Operating Expenses, and Issuance of Expedited 
Decision Granting Such Relief. 

Application 15-04-016 
 (Filed April 17, 2015) 

RESPONSE OF LIBERTY UTILITIES (CALPECO ELECTRIC) 
LLC (U 933 E) TO OFFICE OF RATEPAYER ADVOCATES 

DATA REQUEST NO. CW-003 

GENERAL STATEMENT  

Nothing in this response to the Office of Ratepayer Advocates (“ORA”) First Set 
of Data Requests (“Data Requests” or “Requests”) should be construed as prejudicing or 
waiving Liberty Utilities (CalPeco Electric) LLC (U 933-E) (“Liberty Utilities”) right to 
produce and provide additional documentary evidence based on information, evidence or 
analysis hereafter obtained or evaluated.  Liberty Utilities’ responses are made subject to 
inadvertent or undiscovered errors, and are limited by records and information still 
inexistence and or presently recollected and thus far discovered in the course of preparing 
this response.  Liberty Utilities reserves the right to update and/or supplement the 
responses provided herein if and when additional evidence which is responsive to the 
Requests becomes available and at any time if it appears that inadvertent errors or 
omissions have been made.   

These responses are made without intending to waive or relinquish Liberty 
Utilities’ rights to raise all questions regarding relevancy, materiality, privilege, 
admissibility as evidence with respect to the information provided. 
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Liberty Utilities (CalPeco Electric) LLC 

RESPONSE TO ORA DATA REQUEST 

DOCKET NO.: A.15-04-016 REQUEST DATE: June 12, 2015 

REQUEST NO.: CW-002 RESPONSE DATE: June 19, 2015 

REQUESTER: ORA RESPONDER: Liberty Utilities 

REQUEST 1 -A 

Page 1-2, 2-A of Michael R. Smart’s testimony, it states, “Liberty Utilities has procured 
essentially all of its electrical energy, including its renewable energy, from Sierra Pacific Power 
Company dba NV Energy (“NV Energy”) through a five-year service agreement (“Existing NV 
Energy Services Agreement”).”   

a. Explain why Liberty Utilities historically only procures energy from one supplier, 
NV Energy. 

CONFIDENTIAL (yes or no):  No.

RESPONSE:   

Until December 31, 2010, NV Energy (also referred to as Sierra Pacific Power Company) 
was the regulated utility providing electric service to what is now the Liberty Utilities service 
territory within California.  During its extended period of ownership, NV Energy served its 
northern Nevada and California customers with energy from a supply portfolio consisting of 
predominantly utility-owned generation and power purchase agreements.  NV Energy did not 
dedicate any specific generation resources or supplies to any particular class of customers or 
geographic area.  Instead, it served customers in both Nevada and California from its overall 
system supply.  Importantly, other than small purchases during some limited periods and 
generation from the Kings Beach Generating Station, all of the power NV Energy used to serve 
its northern Nevada and California customers came from supply sources in Nevada and other 
locations outside of California. 

 In 2008, NV Energy solicited bids for entities to purchase its California service territory 
(the “California Utility”).  As part of its solicitation protocols, NV Energy required that any bid 
participant agree, as a condition to purchase the California Utility, to enter a full requirements 
contract to purchase all its conventional and RPS energy from NV Energy for a three year 
period.

 NV Energy selected an affiliate of Liberty Utilities from among participants responding 
to its sale solicitation.  On April 22, 2009, Liberty Utilities entered into an Asset Purchase 
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Agreement to acquire the California Utility, subject to a variety of conditions precedent 
including obtaining the necessary regulatory approvals from the Commission, FERC, and the 
Public Utilities Commission of Nevada.  On that same day, and as a necessary part of its 
acquisition, Liberty Utilities executed the Existing Service Agreement (Exhibit 3-1) with NV 
Energy through which NV Energy would supply Liberty Utilities with its full requirements of 
energy necessary to serve its retail and wholesale electric customers.  This April 2009 original 
version of the Existing Service Agreement had a three year term and required that NV Energy 
sell energy to Liberty Utilities at FERC-mandated cost-based rates.  

 By entering into the Existing Service Agreement with NV Energy, Liberty Utilities was 
able to maintain the existing delivery system into California without the need to construct any 
new generating, transmission or distribution facilities (i.e., the same generation continued to be 
delivered over the same facilities to California electric consumers).  The Existing Service 
Agreement also continued to enable Liberty Utilities’ customers to purchase energy at the same 
cost-based rates they paid under NV Energy’s ownership.  Consequently, no change in rates was 
necessary as of January 1, 2011 when Liberty Utilities became responsible to serve NV Energy’s 
California now former service territory.  The costs that NV Energy charged Liberty Utilities 
under the Existing Service Agreement were designed to replicate the amount that NV Energy had 
collected in cost-based rates from its California customers (pre-acquisition) associated with 
energy supply. 

 Even if Liberty Utilities had the contractual rights to purchase energy from a third party, 
it is important to note that the Liberty Utilities service territory is located exclusively within the 
NV Energy Balancing Authority, not the California Independent System Operator Corporation 
(“CAISO”) Balancing Authority.  As a result, the most cost effective way for Liberty Utilities to 
procure energy for its customers is from resources within the NV Energy Balancing Authority.  
In contrast, any energy Liberty Utilities obtains from resources outside the NV Energy Balancing 
Authority is subject to one or more incremental transmission charges.     

 All stakeholders in the acquisition proceeding recognized the advantages of Liberty 
Utilities using the Existing Service Agreement as the means to continue supplying its customers 
with energy from the same generating resources.   In meetings prior to submitting Application 
09-10-028 (seeking approving of the sale of the California Utility by NV Energy to Liberty 
Utilities), representatives of both the Energy Division and ORA urged that the parties extend the 
initial term of the Existing Service Agreement beyond the three year period NV Energy had 
required and the parties had agreed to in April 2009.  Based on Energy Division and ORA’s 
recommendations, Liberty Utilities and NV Energy executed Amendment 1 to the Existing 
Service Agreement to, among other matters, increase its term from three to five years.1
Moreover, to assure that the California customers could continue to obtain the price and 
reliability benefits of the NV Energy supply portfolio after the expiration of the initial now five 
year term, NV Energy agreed to execute a Commitment Letter, Exhibit 3-2. In the Commitment 
Letter NV Energy committed to offer Liberty Utilities the opportunity to execute a new contract 

1 See Exhibit 3-1 (Existing Service Agreement), at Amendment 1, p. 1. 
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to provide Liberty Utilities its full energy requirements (or some lesser amount) and to derive the 
sales priced based on “system average cost.”2

 In D. 10-10-017, the Commission approved Liberty Utilities’ acquisition of the California 
Utility from NV Energy and found that the Existing Service Agreement (and the six other 
agreements the parties executed in connection with the purchase) “ha[d] been drafted to permit 
[Liberty Utilities] and [NV Energy] to continue to provide electric power, post-closing, to their 
respective customers in the same way and at the same price as occurs at the present.”3  The 
Commission also found the terms and conditions of the Existing Service Agreement “to be 
reasonable,” ruled that the costs that Liberty Utilities would incur under the Existing Service 
Agreement “will be deemed to be prudently incurred”, and accordingly authorized Liberty 
Utilities “to recover those costs, subject to review for reasonableness of [Liberty Utilities] 
administration of” the Existing Service Agreement.4

Under the 2016 Services Agreements, Liberty Utilities is and will be a full-requirements 
customer of NV Energy.  In this scenario, Liberty Utilities can only: (a) purchase conventional 
and bundled RPS-qualified energy from NV Energy; or (b) self-supply renewable energy from 
the Luning and/or Minden solar projects.  It cannot purchase conventional or bundled renewable 
energy elsewhere. 

REQUEST 1-B 

Prior to entering into an agreement with NV Energy, did Liberty Utilities go through a bid 
solicitation protocol? 

CONFIDENTIAL (yes or no):   No.

RESPONSE:   

No.  As explained above, Liberty Utilities was obligated to agree to obtain its full energy 
requirements from NV Energy for a minimum period of three years as a precondition to bidding 
into the NV Energy solicitation to purchase the California Utility.  Moreover, under the terms of 
the NV Energy bid protocol, Liberty Utilities had to execute the Existing Service Agreement the 
same day (April 9, 2009) as it executed the Asset Purchase Agreement.  

2 See Exhibit 3-2(Commitment Letter), at 1. 
3 D. 10-10-017, Findings of Fact No. 34, at 58.   
4 D. 10-10-017, Conclusions of Law No. 15 at 61-62.   
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REQUEST 1-C 

If yes, were bids ranked according to the least-cost, best-fit methodology consistent with D.04-
07-029?

CONFIDENTIAL (yes or no):  No.

RESPONSE:  Not Applicable.  See Responses 1-A and 1-B.

REQUEST 1-D 

Please provide documents to substantiate the bidding process and that Liberty followed the least-
cost, best fit method. 

CONFIDENTIAL (yes or no):  No.

RESPONSE:  Not Applicable.  See Responses 1-A and 1-B.

REQUEST 1-E 

If not, explain the methodology Liberty Utilities used to ensure that renewable costs were 
competitive. 

CONFIDENTIAL (yes or no):  YES

RESPONSE:  

As explained above in Response 1-A, Liberty Utilities could not have conducted a bid to 
separately acquire RPS generation prior to entering into the Existing Service Agreement because: 
(a) it did not yet own the California Utility; (b) NV Energy’s bid participation protocols required 
it to agree to execute a full requirements energy supply purchase agreement with NV Energy 
(including all renewable energy) as a precondition to bidding into the NV Energy solicitation to 
acquire the California Utility; and (c) NV Energy’s bid participation protocols  required it to 
execute the Existing Service Agreement the same day as it executed the Asset Purchase 
Agreement.   

Nonetheless, it has been cost effective for Liberty Utilities to purchase through the 
Existing Services Agreement all the renewable energy necessary to satisfy Liberty Utilities RPS 
requirements.  Between January 1, 2011 and December 31, 2014, NV Energy provided Liberty 
Utilities with bundled RPS energy at a monthly average cost of .  We do not have a 
complete understanding of the price other utilities have paid for bundled RPS energy during this 
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same time period because much of the information is kept confidential.  However, based on 
publically available information, Liberty Utilities understands the following: 

A 2014 report prepared for the California legislature reported that the Investor 
Owner Utilities’ average time-of-delivery adjusted contract price was 
approximately 9.7 cents/KWh (i.e. $97/MWh) for all bundled RPS contracts 
approved in 2012 and approximately 8.4 cents/KWh (i.e. $84/MWh) for all 
bundled RPS contracts approved in 2013.5

In 2014, the Sacramento Municipal Utility District entered into a PPA for bundled 
RPS energy from a pool of geothermal resources through which it will pay 
$73/MWh in 2017 dollars, escalating at 2% annually.6

In 2014, the City of Palo Alto entered into a PPA for bundled RPS energy from a 
solar generator starting in mid-2015 at a levelized cost of energy of $68.72.7

Based on these publically-available examples, Liberty Utilities understands that its 
purchases of renewable energy from NV Energy were comparable to, and in many cases less 
expensive than, power purchase agreements for renewable energy entered into by other 
California utilities.  Likewise, its proposal to purchase and operate the Solar Projects  

 compares very favorably to recent PPA pricing for 
bundled RPS energy. 

5 See The Padilla Report to the Legislature Reporting 2013 Renewable Procurement Costs in Compliance 
with Senate Bill 836, dated February 2014, at 1, available at: 
http://www.cpuc.ca.gov/NR/rdonlyres/775640F8-38D7-4895-9252-
7E17261776FE/0/PadillaReport2014FINAL.pdf
6 See Sacramento Municipal Utility District Board Energy Resources & Customer Services Committee 
Meeting, available at: https://www.smud.org/en/about-smud/company-information/board-of-
directors/documents/documents-meetings/ercs-packet-07-16-2014.pdf   
7 See City of Palo Alto City Council Staff Report on Hayworth Solar Renewable PPA, available at: 
http://www.cityofpaloalto.org/civicax/filebank/documents/42431
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REQUEST 2 

NV Energy’s website states that “NV Energy’s long standing renewable energy commitment has 
resulted in one of the most diverse and extensive renewable energy portfolios in the United 
States”. It is ORA’s understanding that in the prior and current contracts Liberty Utilities only 
procure geothermal renewable resource through the NV Energy contract. Is this true? 

CONFIDENTIAL (yes or no):  YES

RESPONSE:   

Under its Existing Services Agreement (which expires at the end of 2015), NV Energy is 
obligated to provide Liberty Utilities with “renewable energy from eligible biomass, geothermal, 
solar, hydroelectric, and/or wind resources that meet the [California RPS] requirements.”8  NV 
Energy has the sole discretion under the Existing Services Agreement to select the specific 
renewable resources it uses to provide renewable energy to Liberty Utilities.   

 NV Energy is the combination of two power companies: (1) Sierra Pacific Power 
Company (“Sierra Pacific”) in northern Nevada; and (2) Nevada Power in southern Nevada.
Liberty Utilities procures its energy from Sierra Pacific.  As Nevada utilities, both Sierra Pacific 
and Nevada Power have to satisfy the Nevada RPS procurement requirements.  Both companies 
meet these requirements by developing renewable generation resources and entering into 
renewable PPAs.  In particular, Sierra Pacific has PPAs with a number of geothermal resources 
in northern Nevada, and it also has a PPA with a large solar project (Nevada Solar One).   

In contrast to California’s RPS requirements, Nevada’s RPS requires that 5-6% of a 
utilities’ yearly renewable procurement come specifically from solar resources.9  Thus, Sierra 
Pacific is not able to sell the energy it procures from Nevada Solar One to Liberty Utilities. 
Sierra Pacific needs all of the Solar One generation to meet the Nevada RPS solar procurement 
requirement.  As a result, NV Energy (i.e. Sierra Pacific) has historically almost exclusively 
provided Liberty Utilities with renewable energy from its geothermal resources located in 
northern Nevada.

  In negotiating the 2016 Services Agreement, Liberty Utilities sought to lower the cost, 
and increase the price certainty, of its procurement of the renewable energy necessary to satisfy 
its RPS requirements.  In response to Liberty Utilities’ request, NV Energy significantly 
decreased the $/MWh RPS price by offering to provide Liberty Utilities with renewable energy 
from a predetermined pool of CEC-certified geothermal resources located in northern Nevada.10

We understand that NV Energy did not offer to include any solar or wind resources in the 

8 See Exhibit 3-1 (Existing Service Agreement), at Amendment 1, p. 1. 
9 See http://puc.nv.gov/Renewable_Energy/Portfolio_Standard/ (“Included within the [Nevada] RPS is a 
requirement that at least 5 percent of the total renewable energy in the portfolio must be generated by 
solar facilities through 2015 and at least 6 percent must be generated by solar facilities beginning in 
2016.”) 
10 See Exhibit H to the 2016 NV Energy Services Agreement (listing facilities in the “NVE Pool”). 
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predetermined pool of renewable resources because they prefer to use those resources to satisfy 
their own Nevada RPS requirements. 

  Liberty Utilities was satisfied with NV Energy’s offer because:

(a) It will procure any and all renewable energy it needs, in addition to the Solar 
Projects’ generation, under the 2016 Services Agreement at a reasonable and 
cost-competitive price based on the “weighted average cost per MWh of the 
renewable energy delivered to NV Energy from the [pool of geothermal 
resources].”11  NV Energy projects this renewable energy price to be 
approximately 

(b) The energy NV Energy delivers from the geothermal resources fully qualifies 
to satisfy Liberty’s California RPS requirements (i.e. there is no California 
RPS requirement that a utility procure a certain amount of RPS generation 
from any particular type of renewable technology); and

(c) Geothermal power has the advantage of being baseload and thus providing the 
greatest assurance that NV Energy will deliver sufficient quantities of RPS 
energy.

11 See Exhibit D-2 to the 2016 NV Energy Services Agreement (definition of “Renewable Rate”). 
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REQUEST 3 

Page 1-5, of Michael R. Smart’s testimony under Integration with the 2016 NV Energy Services 
Agreement states “NV Energy will essentially treat our generation from the Solar Projects as part 
of its supply pool to deliver energy into Liberty Utilities service territory.” Explain what is meant 
by this statement. 

CONFIDENTIAL (yes or no):  No.

RESPONSE:  

Under the 2016 Existing Services Agreement, NV Energy will use resources from its 
entire supply portfolio (excluding certain coal-fired generation) to deliver to Liberty Utilities the 
full requirements necessary to serve Liberty Utilities’ customers.  Once the Solar Projects begin 
generating electricity, for purposes of delivering energy to Liberty Utilities, NV Energy will 
include the generation from the Solar Projects as if it were part of its own supply portfolio to 
satisfy its delivery obligations to Liberty Utilities.   

As a hypothetical example, assume Liberty Utilities has a real time need of 80 MWs to 
serve its customers.  Today, and without any generation from the Solar Projects, NV Energy 
would deliver the necessary 80 MWs from its supply portfolio.  In contrast, in 2017, during any 
period when Liberty Utilities’ real time load is 80 MWs, and during which the Solar Projects are 
producing 40 MWs, NV Energy will fulfill its delivery obligation by delivering the 40 MWs of 
generation from the Solar Projects and then fill in the residual needs with 40 MWs of generation 
from NV Energy’s own supply portfolio. 

REQUEST 4 

Explain why Liberty Utilities decided to acquire the solar facilities instead of entering into an 
agreement with the developers to purchase energy.  

a. What is the cost per MWh of acquiring vs. leasing the two projects?  Provide 
detail workpapers to show the cost/MWh. 

CONFIDENTIAL (yes or no):  YES

RESPONSE:   

Liberty Utilities’ solicitation sought bids from developers who could develop solar 
generation facilities within the NV Energy Balancing Authority with a capacity between 20 and 
65 MWs.  Liberty Utilities did not solicit bids for power purchase agreements (“PPA”) through 
which the developers would continue to own and operate the solar facility and simply sell the 
bundled energy to Liberty Utilities.  As detailed in the Application, several reasons led to Liberty 
Utilities decision to purchase and operate the Solar Projects as utility-owned generation, as 
opposed to simply entering into a PPA.  First, the 2016 Services Agreement does not allow for 
Liberty Utilities to self-supply energy through a PPA with a third party solar project owner 
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located outside of Liberty Utilities’ California service territory.12 Second, even assuming Liberty 
Utilities was able to negotiate for the right to self-supply energy from a third party renewable 
resource, the 2016 Services Agreement provides for significant cost savings in the form of a 
reduction in transmission demand charges which would not be realized if Liberty Utilities 
purchased renewable energy from a third party through a PPA.  Third, Liberty Utilities 
ownership of the Solar Projects helps advance the Commission’s goals of encouraging utilities to 
diversify their supply resources, achieve renewable price certainty, and achieve a good balance 
between utility owned generation and third party PPAs. 

 Because Liberty Utilities did not solicit bids for third party PPAs with renewable 
generation resources in the NV Energy Balancing Authority, it does not have cost projections for 
that alternative.  Consequently, Liberty Utilities believes that the more realistic and accurate cost 
comparison is between its costs of owning and operating the Solar Projects 

 and its costs of procuring renewable energy from NV Energy 
through its 2016 Services Agreement

REQUEST 5 

For both the Luning and Minden solar projects, Liberty Utilities state that it will partner with a 
Tax Equity entity in order to qualify for the federal tax incentive. Liberty Utilities also state that 
it will contribute 65% of the total capital costs with the tax equity partner contributing 35% of 
the total project.  

a. How did Liberty Utilities decide on the contribution of each potential partner? 
Explain.

CONFIDENTIAL (yes or no):  No.

RESPONSE:   

Liberty Utilities’ statements that it will contribute approximately 65% of the Solar Project 
capital costs and its tax equity partner will contribute approximately 35% are based on its 
understanding of current and historical tax equity arrangements for solar generation projects in 
the United States.  Affiliates of Liberty Utilities parent company, Algonquin Power & Utilities 
Corp., have developed numerous renewable energy projects using tax equity financing.  Their 
experience and recent discussions with potential tax equity partners suggest that the 65/35% 
arrangement is a standard industry assumption.  While the exact terms of Liberty Utilities 
arrangements with its tax equity partner have not yet been negotiated, Liberty Utilities expects 
that it will ultimately agree to approximately a 65/35% arrangement with its tax equity partner. 

12 Section 4.6 of the 2016 Services Agreement does allow Liberty Utilities to purchase certain relatively 
limited amounts of RPS-generation from RPS-qualified generators located within the Liberty Utilities 
service territory.   


