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STATE OF NEW HAMPSHIRE 

BEFORE THE PUBLIC UTILITIES COMMISSION 

DE 07-045 
Briar Hydro Associates' Petition for Declaratory Ruling 

REPLY MEMORANDUM OF BRIAR HYDRO ASSOCIATES 

Petitioner Briar Hydro Associates ("Briar") submits this Reply Memorandum in response 

to Public Service Company of New Hampshire's ("PSNH's") Memorandum of June 15,2007 in 

opposition to Briar's Petition. Briar had asked the Commission to determine whether Briar or 

PSNH is entitled to payments for "capacity'' attributable to the Penacook Lower Falls Project 

(the "Project") under FERC's Forward Capacity Market Order of June 16,2006 (the "FCM 

Order"), based on the provisions of a 1982 "Contract for the Purchase and Sale of Electric 

Energy" between Briar's predecessor-in-interest (New Hampshire Hydro Associates or 

"NHHA") and PSNH (the "Contract," attached as Appendix A). 

The pertinent facts are set forth in Section A of Briar's March 25,2007 Petition. This 

Reply Memorandum generally tracks the objections raised in PSNH's June 15 Memorandum: 

Section I below responds to PSNH Sections I and 11, Section I1 to PSNH Sections 111 and IV, 

Section I11 to PSNH Section V, Section IV to PSNH Section VII and Section V to PSNH 

Sections VI and VIII. 



I. The Contract Provisions 

A. The 1982 Contract. At the beginning and the end, this is a case of fairly 

straightforward contract interpretation. The Contract is plainly entitled a "Contract for the 

Purchase and Sale of Electric Energy," under which the Seller (originally NHHA, now Briar) 

agreed to sell and PSNH agreed to purchase and receive "all of the electric energy produced by 

the Penacook Lower Falls generating facility" (Article 1). Nowhere in the Contract does it say 

that the Seller will sell its capacity in addition to its energy. PSNH and Briar both clearly 

understood the difference between "energy" and "capacity" for the reasons set forth in Briar's 

Petition at Section B.2, pages 4 and 5. The pricing provisions of the Contract were expressly 

based on PSNH's incremental costs of energy (Article 3), and incorporated no value for capacity, 

as Briar will show in Section IV below. Thus Briar contends that the capacity value associated 

with the Project remained with the owner (originally NHHA, now Briar) and never passed to 

PSNH under the Contract. 

PSNH is apparently arguing that the Contract includes capacity even though it plainly 

does not say so. Although the Contract nowhere provides for the sale or purchase of capacity, in 

Section I of its Memorandum, PSNH calls attention to the preamble provision that the "Seller 

desires to sell its entire generation output to [PSNH]." PSNH apparently means to infer that 

"entire generation output" is the contractual equivalent of "capacity." This implied argument, 

which is never made explicit, fails because the words used and their context in the agreement 

both suggest that the phrase "entire generation output" refers to the total amount of electric 

energy produced by the Project, not to its capacity. 

When interpreting a contract, absent fraud, duress, mutual mistake, or ambiguity, the 

parties' intent will be determined from the plain meaning of the language used in the contract. 



Close v. Fisette, 146 N.H. 480,776 A.2d 131 (2001). The language of a contract is ambiguous if 

the parties can reasonably differ as to its meaning. Woodstock Soapstone Co. v. Carleton, 133 

N.H. 809,8 15,585 A.2d 3 12,3 15 (1 991). Any ambiguous language in the contract will be 

interpreted by the court. Commercial Union Assurance Cos. v. Town of Derry, 1 18 N.H. 469, 

471,387 A.2d 1 17 1, 1 172 (1 978), rev'd on other grounds, 122 N.H. 71 1,45 1 A.2d 358 (1 982). 

In interpreting a written agreement, a court will give language used by the parties its reasonable 

meaning, considering the circumstances and context in which the agreement was negotiated, and 

reading the document as a whole. Keshishian v. CMC Radiologists, 698 A.2d 1228, 142 N.H. 

168 (1997), rehearing denied. New Hampshire courts will construe contracts of adhesion against 

the drafter of the document. See Gamble v. University System of New Hampshire, 136 N.H. 9, 

610 A.2d 357 (1992) (Supreme Court construes reservation of rights clause in tuition agreement 

in student's favor). Briar is not suggesting that the 1982 Contract is an adhesion contract, but it 

is fair to point out that PSNH drafted the Contract based on its own template, and to suggest that 

ambiguities should be resolved in Briar's favor. 

According to Webster's Third New International Dictionary, the word "output" means 

"something that is put out or produced": 

output I .  something that is put out or produced: as a: 
mineral, agricultural, or industrial production {coal-) 
{wheat-) {new car-); b: mental or artistic production {his 
enormous symphonic-){his small literary -){a period of great 
scientific -); c: the amount produced by a person in a given 
time {the average daily - of coal miners); d (1): power or 
energy delivered by a machine or system for storage (as by a 
storage battery) or for conversion in kind (as by a mechanically 
driven electric generator or a radio receiver) ... ... . . . 

The one thing that all these examples have in common is that output is something that is 

produced (e.g., energy), not the thing that produces it (i.e., capacity). Thus, PSNH's reference 



(in the first paragraph of Section I1 of its Memorandum) to "the generating capacity produced bv 

the project" (emphasis added) does not make sense: the Project does not produce "generating 

capacity"; it is "generating capacity" that produces energy. The phrase "entire generation 

output" cannot fairly be understood to refer to or to include capacity, because what is generated 

by a hydroelectric power project is energy, not capacity. In the context of an agreement to sell 

electrical energy, the phrase "entire generation output" should fairly be read to refer to the entire 

energy output of the facility (as in "the entire output generated by" the facility) - i.e., all of the 

kilowatt-hours of electric enernv generated by the facility, as the contract title suggests. Briar 

submits that that is how the phrase is used in Article 2, which provides that ".....Seller shall 

endeavor to operate its generating unit to the maximum extent reasonably possible under the 

circumstances, and shall make available to PSNH the entire net output in kilowatt-hours from 

said unit when in operation."' 

B. "Output Contract" Cases. Commissioner Getz asked the parties at the pre-hearing 

conference to brief the question of how "output contracts" have been interpreted in New 

Hampshire, especially cases in which an output contract may have some greater value than 

originally anticipated. There are no New Hampshire cases that decide whether an "output 

contract" necessarily includes capacity,2 but in Part lV below, Briar points out that PSNH's 

internal memoranda (not shared with NHHA) attributed specific capacity value to the project 

' This interpretation of the meaning of the term "output is consistent with PSNH's usage of the term in other 
contracts. For example, in a 2003 "Operating Agreement for Purposes of Wheeling and Power Sales" between 
PSNH and Thomas Hodgson and Sons, Inc., owner of the China Mill hydroelectric generating facility. Article 2 
provided that "The metering shall be configured so as to represent the electric power output delivered to the 
PSNH electric system.. ." The capacity entitlement for the China Mill project remains with the project. 
The New Hampshire cases that mention output contracts for energy do so in the context of describing the Limited 
Electrical Energy Producers Act (LEEPA), RSA ch. 362-A. See, e.p., Atmeal of Public Service Co. of New 
Hamushire, 92 P.u.R.~'~ 550,539 A.2d 275 (1988) (noting that LEEPA "requires an electric utility.. .to purchase 
the entire output of electric power produced by a limited electrical energy producer at a rate set by the PUC." 
(internal quotations omitted). See discussion below at Section 1I.A. 



from the beginning, but that PSNH was not willing to recognize any capacity value in its pre- 

contract negotiations with NHHA. 

Cases from New York and Virginia help answer the question so far as they clearly equate 

"output" with energy and distinguish output from capacity. In Energy Tactics v. Niaaara 

Mohawk Power Corporation, 219 A.D.2d 577,579 (1995), a New York appellate court denied a 

utility's claim against a facility for breach of an output contract for energy.3 The court in Energy 

Tactics found that the facility's yearly production of electricity was commercially reasonable, 

because the utility "was aware that the capacity of the plant, once fully operational, would be at 

least 1.0 megawatts and that its yearly output would exceed 9,000 megawatt-hours." The court 

also noted that "the plant's average yearly output of electricity was approximately 8,620 

megawatt-hours." Id. at 579. 

In Westmoreland-LG & E Partners v. Virginia Electric and Power Company, 254 Va. 1, 

486 S.E. 2d 289 (1997), the contract at issue defined "Net Electrical Output" as "all of the 

Facility's generating output made available for sale." Id. at 5,291 (internal quotations omitted). 

Under the contract, the utility was obligated to make two types of payments to the facility: "one 

for net electrical output.. .and the other for dependable capacity." Id. The payments for output, 

according to the Westmoreland court, were designed to compensate the facility for "the actual 

Energv Tactics is one of a series of cases in which New York courts applied UCC principles to output contracts 
for energy. New Hampshire has not yet decided whether contracts for the purchase and sale of electricity are 
governed by UCC article 2, but the New York cases demonstrate how courts use UCC principles in interpreting 
output contracts for energy. In each of the New York cases, the utility sued the facility for breach of contract, 
alleging that a breach occurred when the facility produced more energy over a period of time than the utility had 
anticipated. Philadel~hia Cow. v. Nia~ara Mohawk Power Corn., 207 A.D.2d 176, 177 (1995) (where contracts 
did not set forth capacity estimates, commercial good faith requires that facilities produce energy in amounts 
"limited to normal or otherwise con~parable prior output;" also noting that output seller's commercial good faith is 
especially important where, under PURPA, "defendant's obligation to enter into the contracts was not voluntarily 
assumed but imposed by law"); Philadelphia Corn. v. Niagara Mohawk Power Corn., 282 A.D.2d 913 (2001) 
(facility's output was not unreasonably disproportionate to the reasonable expectations of the parties as quantified 
by the estimate in the contract). If UCC principles apply here, the text and comments of 2-306, read together, 
indicate that an output contract is one in which the actual quantity of goods for sale is indefinite. RSA 382-A:2- 
306; UCC $2-306, Cmt. 1. 



amount of electricity it generates and delivers to [the utility]" (emphasis added) and for other 

variable costs incurred during the energy production process. Id. The capacity payments, unlike 

the output payments, were designed to compensate the facility for the fixed costs associated with 

building and maintaining the plant. Id. This case suggests that a contractual commitment to sell 

"output" does not necessarily include capacity. In Gordonsville Energy, L.P. v. Virginia Electric 

& Power Company, 39 Va. Cir. 292, 1996 WL 1065548 (1996), a Virginia Circuit Court agreed 

with the Westmoreland court and construed the term "output" to mean energy, not capacity, in 

noting that the utility purchased the facility's "electrical capacity and output." 

Several other jurisdictions agree with these cases, and construe the term "generation 

output" to refer to energy actually produced by the plant, not the plant's theoretical capacity to 

produce energy.4 Cases from other jurisdictions could be interpreted otherwise, and thus fail to 

clarify the issue.' 

Output is often characterized as an amount of energy that can increase or decrease, unlike capacity, which is 
typically described as a fixed amount. North Star Steel Co. v. United States, 68 Fed. C1. 672,704 (2005) (energy 
load drawn by recycling mill "cycle[d] up and down and impacted variable operating and maintenance expenses"; 
because the mill's load was drawn during 'intra-hour' cycles, utility's "generation output was reduced and saved 
water"); Northern Indiana Public Service Companv v. Colorado Westmoreland. Inc., 667 F.Supp 613,618,620 
(N.D. Ind. 1987) (utility able to "reduce[] the output of its units as demand [for energy] falls"; utility able to 
decrease its "generation output in its more expensive generation facilities, to the degree that with reasonable 
notice the output from those plants could be raised to the maximum level"); Delmarva Power & Linht Companv v. 
Public Service Commission of Marvland, 370 Md. 1,22 803 A.2d 460,472 (2002) (utility compelled by 
settlement agreement to "sell all generation output into the wholesale market", except for energy sold pursuant to 
"Standard Offer Service," whereby some consumers pay for generation output" measured in terms of megawatt- 
hours, the unit traditionally used to describe energy). 
In one dispute before the United States Tax Court, a generating unit was described as having a "generation output 
of 818 megawatts," which suggests that "output" was there used as a measure of capacity. Oglethorpe Power 
Corporation v. Commissioner of Internal Revenue, T.C. Memo. 1990-505, (1990). Another decision equates 
"total actual generation output" with the energy actually generated by the plant over time, but also describes 
"annual primary energy capability" in terms of kilowatt-hours. State Utilities Commission v. Edmisten, 299 N.C. 
432,437,263 energy at a capped rate); Public Utilitv District No. 1 of Snohomish Countv Washington v. Federal 
Energy Regulatory Commission, 471 F.3d 1053, 1071-72 (9" Cir. 2006) ("entire S.E.2d 583, 587 (1980). In a 
case where an energy contract stated that the terms "energy" and "capacity" referred individually and collectively 
to "electricity," the Second Circuit held that a capacity estimate in the contract was a material term subject to 
good faith and fair dealing. Fulton Cogeneration Associates v. Niagara Mohawk Power Corp., 84 F.3d 91 
(1996). See also Municipal Electric Authoritv of Georgia v. Citv of Calhoun, 227 Ga. Ct. App. 571,489 S.E.2d. 
599 (1997) (1975 contract "provided for the sale of electric capacity and electric energy.. .Under the terms of this 
contract, a participant agreed to receive and pay for an entitlement share of the output of those plants."). 



11. The Renulatory Framework 

A. PURPA~ and LEE PA^. In the heading to Section I11 of its Memorandum, PSNH 

argues that "Under PURPA Briar may not separate sales of energy from capacity." PSNH 

suggests that 18 CFR §292.303(a), which provides that "each electric utility shall purchase, in 

accordance with s292.304, any energy and capacity which is made available from a qualifying 

facility.. .." requires a QF to sell its capacity with its energy - that is, that a QF cannot sell its 

energy to a purchasing utility without selling its capacity as well. Briar submits that PSNH is 

simply mistaken on this point, for several reasons. 

First, it is very clear under the PURPA regulations and the LEEPA statute that even in 

the context of an avoided cost rate order governed by PURPA and LEEPA (which is not our 

case), a "qualifying facility" (QF) is entitled to sell, and a receiving utility is required to 

purchase, either energy capacity 3 both, whatever is offered by the QF. In its 1980 Order No. 

69 implementing PURPA, FERC cited the Definitions section of the PURPA regulations at 18 

CFR s292.101: 

Subparagraph (2) defines ')purchaseM as the purchase of 
electric energy or capacity or both from a qualtbing facility 
by an electric utility. 

45 F.R. 12214, 122 16. Order No. 69 - issued more than two years before the Contract in this 

case was signed - distinguishes throughout between energy and capacity. At 45 F.R. 12216, 

FERC highlighted the differences between a utility's avoided energy costs and avoided capacity 

costs: 

The costs which an electric utility can avoid by making 
such purchases generally can be classified as "energy" 
costs or "capacity" costs. Energy costs are the variable 

- -- 

6 Public Utility Regulatory Policies Act of 1978, 16 USA S824a et seq. 
7 Limited Electrical Energy Producers Act, NHRSA Chapter 362-A 



costs associated with the production of electric energy 
(kilowatt-hours). They represent the cost of fuel, and 
some operating and maintenance expenses. Capacity 
costs are the costs associated with providing the capacity 
to deliver energy; they consist primarily of the capital 
costs of facilities. 

a by purchasing electric energy from a qualzjjing 
facility, a utility can reduce its energy costs or can avoid 
purchasing energy from another utility, the rate for a 
purchase from a qualzjjing facility is to be based on those 
energy costs which the utility can thereby avoid. I fa  
qualzjjing facility oSfers energy of suficient reliability 
and with sufficient legally enforceable guarantees of 
deliverability to permit the purchasing electric utility to 
avoid the need to construct a generating unit, to build a 
smaller, less expensive plant, or to reduce firm power 
purchases from another, utility, then the rates for such a 
purchase will be based on the avoided capacity and 
energy costs. 

Nowhere in Order No. 69 (or anywhere else, as far as Briar can tell) does FERC state that a QF 

has to make its capacity available for purchase if it offers to sell its energy to a purchasing 

utility. Because of the history of utility refusals to purchase the energy generated by small 

power producers, the PURPA implementing regulations required a purchasing utility to purchase 

any energy and any capacity made available by the QF at the utility's avoided costs - but if the 

QF offered only energy (either because it had no reliable capacity, or because it didn't want to 

sell it, or because the parties couldn't agree on a price), the utility would still be required to 

purchase whatever energy the QF made available, up to and including its entire generation 

output. 

LEEPA is fully consistent with PURPA on this point. RSA 362-A:8, I1 (a) provides that 

"energy or energy and capacity provided by qualifying small power producers.. . under 

commission orders or negotiated power purchase contracts are part of the energy mix relied on 

by the commission to serve the present and future energy needs of the state.. ."(emphasis added). 



LEEPA confirms that QF sales can be either for energy, or for energy and capacity. The logical 

follow-on is that a contract should specify one or the other. The 1982 NHHA Contract specified 

the former. 

Long -Term Rate Orders v. Negotiated Contracts. Second, even if a QF were required to 

sell its capacity with its energy under a long-term rate order at rates prescribed by the 

Commission under PURPA and LEEPA, that is not our case. The NHHAPSNH Contract of 

April 28, 1982 was a product of negotiations between the small power producer and PSNH, not 

an order of the Commission under PURPA and LEEPA. As FERC said in Order No. 69 at 45 

F.R. 12217, in its discussion of the scope of the implementing regulations in Subpart C under 18 

CFR 5292.301 : 

... this subpart does not preclude negotiated agreements between 
qualzhing cogenerators or small power producers and electric 
utilities which differ from rates, or terms or conditions which would 
otherwise be required under this subpart. 

In the case at hand, NHHA did not have the luxury of relying on the 7.7$/8.2$ avoided 

cost rates for energy and capacity set by the Commission under PURPA and LEEPA in Order 

No. 14,280 in DE 79-208 (June 18, 1980).* Because it needed to provide its lender with the 

security of a long-term contract with significant front-end loading in order to finance the 

construction of the Penacook Lower Falls Project, NHHA needed to negotiate a contract with 

rates and terms different from those established by the Commission as default terms. As Briar 

will demonstrate in Section IV. below, NHHA made several formal attempts during the 

negotiations to offer its capacity to PSNH at a fair price, but those offers were rebuffed by 

PSNH, which refused to entertain any credit for the Project's capacity under the Contract. As a 

- -- -- 

Nor did PSNH seek to use these rates with NHHA. 

9 



result, capacity was not included in what PSNH purchased under the Contract - it bought electric 

energy, but not capacity. 

B. FERC's Forward Capacity Market Order. Commissioner Below asked the parties to 

brief the question whether the FERC FCM Order assigns capacity credit to the owner of the 

generating facility or to the party that owns or controls the capacity. (In this case, Briar contends 

that it owns both.) 

The Settlement Agreement incorporated in FERC's FCM Order assigns capacity value to 

"Resources." A "Resource" is defined as "a generating unit, Dispatchable Load, External 

Resource [located outside New England], or an External   ran sac ti on."^ A Load Serving Entity 

[like PSNH] may designate, as its FCA Resources, "Self-Supplied Capacity Resources that it 

owns or to which it has contractual rights."10 A Self-supplied FCA Resource offsets an equal 

number of MW that the Load Serving Entity would otherwise have to purchase as necessary to 

provide for its share of ICR [Installed Capacity ~e~uirement]",  but a Self-supplied Resource is 

not entitled to capacity These provisions make clear that an owner of generating 

capacity otherwise entitled to FCM capacity payments may assign away that capacity by 

contract, but they do not answer the underlying contract interpretation question in this case, 

which is whether PSNH actually acquired the rights to the capacity attributable to the Project in 

the 1982 Contract, or whether those rights remain with Briar as the Project owner. 

9 FCM Settlement Agreement, Attachment A, Definitions 
'O FCM Settlement Agreement, Section 11, Part 111.0 
I I FCM Settlement Agreement, Section 1 1, Part 1I.F. 1 
12 FCM Settlement Agreement, Section 1 1. Part V.A 



III. The Price Standard at the Time of the Contract 

In Section V of its Memorandum, PSNH correctly notes that before the Contract was 

negotiated, the Commission had established avoided cost rates for energy and capacity purchased 

from small power producers under PURPA and LEEPA. PSNH suggests that these rates were 

"incorporated into a single cents per kilowatt-hour rate," but in fact the rates were differentiated. 

In Order No. 14,280 in DE 79-208, the Commission set 7.7$ /kWh as the default rate for "energy 

only" and 8.2$/kWh as the default rate for energy associated with reliable capacity for sales at 

PURPA and LEEPA avoided cost rates. PSNH suggests that ". . .these rates were long-term 

because they could last for the life of the LEEPA or PURPA facility," but since PSNH expressly 

treated them as short-term rates, it would be more accurate to say that Order 14,280 established 

these rates as minimum rates available on request to QF's then operating under PURPA and 

LEEPA, and to any QF's coming on line between the date of Order No. 14,280 (June 18,1980) 

and the date of initial generation at Seabrook, for the life of the QF or until the Commission 

established new avoided cost rates.I3 

To the extent that PSNH is saying that at the time the Contract was negotiated, capacity 

as well as energy was often compensated at a rate expressed in centskWh, PSNH is correct and 

Briar does not disagree. However, it does not follow that the single, undifferentiated rate in 

centskWh that PSNH agreed to pay NHHA (now Briar) for "sales of electric energy" under 

Article 3 of the Contract included payment for capacity. To the contrary, under Order 14,280, 

the rate for energy associated with reliable capacity was a half cent higher than the rate for 

energy only. When PSNH and a QF agreed that the QF was selling both energy and capacity 

under rates "established by the NHPUC and.. ... subject to change from time to time," the contract 

l 3  Seabrook Unit 1 was completed in 1986, and full power operation began in 1990, but the avoided costs rates 
established in Order No. 14,280 had been superceded by 1984. 

11 



specified that PSNH would pay 8.2$/kWh for energy associated with "dependable capability," 

and 7.7#/kWh for each kW generated during an hour in excess of that dependable capability. 

See. e.g., the August 21, 1980 Rollinsford contract to which Briar referred in Section B.5 at page 

6 of its March 27,2007 Petition, and which PSNH appended to its June 15 Memorandum as 

Attachment A. As Briar sets forth in more detail in Section N below, if PSNH was bargaining 

to buy capacity as well as energy, all it had to do was either (1) accept NHHA's explicit offer to 

sell capacity at a fair negotiated rate, or (2) get NHHA to agree in the Contract that the simple 

undifferentiated rate PSNH agreed to pay was for "capacity" as well as "energy." PSNH did 

neither, and it cannot now be heard to say that it is entitled to the Project's capacity value when it 

declined NHHA's offer to sell that capacity at a fair price, and when the contract accordingly 

was finalized as a contract for the purchase and sale of electric energy only. 

N. Pre-Contract Nenoti at ions 

In Section VII of its Memorandum, PSNH acknowledges that NHHA made a specific 

proposal that PSNH compensate NHHA for the value of the capacity provided by the Penacook 

Lower Falls Project at such time as the existence and operation of the Project "enables PSNH to 

defer additions to its generating capacity." PSNH then says, "PSNH did not accept that proposal, 

and the final contract agreed to by NHHA does not provide for any separate compensation for 

capacity." That is true, but as Briar has pointed out in its Petition and in Section I above, neither 

does the Contract provide for the sale of capacity to PSNH. 

As discovery documents from PSNH's files show, PSNH's internal memoranda 

established that the Penacook Lower Falls Project had reliable capacity value to PSNH from the 

beginning of the Contract, while PSNH was taking the position with NHHA that the Project had 



no capacity value. See, e.g. Cannata Intra-Company Business Memo to H.J. Ellis of July 3 1, 

1981 (Appendix B-1, attached), which noted at Paragraph 3 that "No estimate has been made of 

project dependable capacity. I estimate that to be approximately 1.57 MW," and Cannata Intra- 

Company Business Memo to H.J. Ellis of September 9, 198 1 (Appendix B-2, attached), which 

referred in line "f' to "Dependable Capacity: 1 .57MWY9' and in line "g" to "Capacity Credit" 

value ranging from $70/kW-year from 1/83 through 2/84 to $894/kW-year levelized from 2016- 

2022. 

On November 20, 1981, PSNH's John Lyons wrote to NHHA's Richard Norman noting 

that "We would like to contract for the purchase of energy from your Penacook Facility," and 

enclosing a copy of PSNH's new "Policy Statement" on contract pricing provisions for Limited 

Electrical Energy Producers (Avvendix B-3, attached). The Policy Statement provided for three 

different types of contract pricing and term provisions available to hydroelectric LEEPYs: 

(1) a short-term contract for the purchase of "dependable 
capacity" at 8.2$/kWh and "excess energy" at 
7.7$/1<WhY as determined by the NHPUC in Order No. 
14,280, terminable by either party on twelve 
months or less written notice; 

(2) a 30-year "fixed rate-future escalating contract" for "all 
energy sold to P S N H  based on a 9$/kWh index price 
with future adjustments declining to 50% of PSNH's 
"incremental energy cost;" and 

(3) a front-loaded variation on the 30-year contract offered in 
(2) above, containing pricing above the 9#/kWh index 
for a certain number of years at the beginning of the 
contract offset on a present worth basis by lower rates in 
subsequent years. 

NHHA and PSNH settled on contract type (3) in order to allow NHHA to obtain 

financing for the Project. The salient feature of the Policy Statement as the basis for pricing 

under the NHHA Contract is that although contract type (1) expressly provided for purchases of 



"dependable capacity" and "excess energy" at the differentiated avoided cost rates set by the 

NHPUC under LEEPA, the long-term contract pricing available in contract types (2) and (3)was 

expressly for "energy," without any reference to capacity.I4 Further, that pricing was explicitly 

based solely on PSNH's incremental enerrzv cost, without incorporating any value attributed to 

PSNH's avoided capacity costs. Thus, even though the Policy Statement specified (at the end of 

page 3) that the three types of contract pricing provisions would be offered to QF's "who agree 

to sell their entire net output to PSNH," it is very clear that neither NHHA nor any other small 

power producer that accepted contract type (2) or (3) was to be paid for capacity, and as we have 

seen, the NHHA Contract did not provide for the sale of capacity. 

NHHA certainly offered to sell its capacity to PSNH, on more than one occasion. On 

December 29, 1981, NHHA's Warren Mack wrote to John Lyons (Appendix B-4, attached), 

noting that "the PSNH methodology for power pricing equitably recognizes the value of energy 

from LEEPS" but "does not incorporate a means of recognizing any dependable capacity offered 

by a LEEP." NHHA proposed "that the Project be given a capacity payment reflecting the 

expense that PSNH will avoid by having the Project as a "generating resource." On January 7, 

1982 (the letter is mistakenly dated January 7, 1981), Mack again wrote Lyons (Appendix B-5, 

attached), noting that "NHHA is currently drafting.. ...p rovisions for payments for capacity if and 

when the Penacook Project will enable PSNH to avoid adding capacity to their system." It was 

NHAA's understanding, rightly or wrongly, that at the time capacity had no value to PSNH and 

was not of interest to PsNH.'~ Finally, on January 21, 1982, Mack sent Lyons NHHA's 

l4 See Section II.A.1 and the last paragraph on Page 2 of the Policy Statement and the attached Exhibit 1,  Appendix 
B-3. 

'S~nt i l  the advent of the Forward Capacity Market in December 2006, NHHA was not aware of any mechanism to 
independently sell NHHA plant capacity. That new awareness prompted the filing of the Petition in this Docket. 
PSNH expressed the same view - that "up to now no real monthly capacity market has existed" - in the 
November 7,2006 e-mail from John MacDonald to Richard Norman, which is attached as Appendix 3 to Briar's 
original Petition on March 27,2007. 



"proposed contract provisions for abandonment and credit for capacity that we discussed" 

(Appendix B-6, attached). The proposal was for capacity payments to be based on NEPOOL's 

"Instructions for Periodic Capacity Audit Tests of NEPOOL Generating Units," and to be paid in 

equal monthly installments on the same terms and conditions as the regular monthly billing for 

sales of energy provided in Article 8 of the contract as then proposed. 

PSNH and Briar agree that NHHA's proposal for capacity was not incorporated in the 

final Contract. But it is also clear that the final Contract, which used a PSNH contract template, 

did not provide for the purchase by PSNH of any dependable capacity; if it had, the Contract 

should have said so, and should have provided for the Project's dependable capacity to be 

determined, either by NHPUC or NEPOOL audit or by some other mutually agreeable means. 

All rate work sheet documents shown to NHHA during the negotiations referenced PSNH's 

"incremental energy cost," without mentioning capacity.16 The only reasonable and equitable 

conclusion is that when PSNH declined to pay for the Project's capacity, NHHA declined to sell 

it. The result was a contract for the purchase and sale of energy but not capacity, leaving the 

entitlement to the Project's capacity value with the owner of the Project. 

PSNH cannot have it both ways. Having recognized a value for the Project's capacity in 

its internal memos but having declined to recognize and pay for that capacity when the Contract 

was negotiated, and having then signed the Contract providing for the purchase of energy but not 

capacity, PSNH cannot now claim the transition and capacity payments to which the Project 

owner is entitled under the FCM Order. 

l6 See, e.g., Exhibit 1 attached to the Policy Statement, attached as Appendix B-3. 
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V. Post-Contract Course of Dealing 

Sections VI and VIII of PSNH's Memorandum are flawed. PSNH incorrectly argues that 

actions following the Contract's execution show that the parties considered the value of the 

Project's capacity to be incorporated in the contract rate. PSNH's argument is premised on two 

points: (1) that PSNH filed for capacity recognition of the Plant with NEPOOL in 1984 and was 

never challenged by NHHA in this regard; and (2) that PSNH Attachment D shows the value of 

capacity was included in the rates paid for NHHA's energy. Sections V.A and B below show 

that neither of PSNH's premises is correct. Section V.C deals with PSNH's invoicing under the 

Contract. 

A. The NEPEX Letter. As to the first point, the fact that PSNH unilaterally filed for 

capacity recognition with NEPOOL has no bearing on what was agreed to and permitted by the 

Contract. Nowhere does that Contract state that PSNH may claim the capacity value. For 

purposes of understanding how the parties interpreted the Contract, the most important fact about 

PSNH's 1984 letter to NEPEX (Appendix C-1, attached) is that there is no record of it ever being 

copied to NHHA. Briar now understands that, subsequent to execution of the Contract, PSNH 

filed for capacity recognition with NEPOOL. But NHHA was not a party to that letter, and 

neither NHHA nor Briar had ever been provided with a copy of that letter until after this Docket 

was opened before the Commission. 

During the term of the Contract, PSNH has apparently continued to claim capacity credit 

for the Project, but neither NHHA nor Briar has been a party to those filings either. Briar has 

obtained a record of the recent value of capacity in the ISO-NE market, downloaded from the 

NEPOOL website (Appendix C-2, attached). Appendix C-2 shows PSNH customers have 

received some capacity value over the many years the contract has been in effect, without the 



knowledge or concurrence of NHHA or Briar. Even though Briar believes it is entitled to 

capacity value compensation, its Petition did not seek reimbursement for capacity value prior to 

the establishment of the Forward Capacity Market effective December 1,2006, and Briar is 

willing to waive any claim to that value if it is allowed to recover the capacity value sought in 

the Petition from December 1,2006 fonvard.17 

The structure of the New England power market has changed with the introduction of the 

FCM. The fact that PSNH unilaterally claimed the Project's capacity value in the past does not 

mean that PSNH is entitled to continue to claim that value without compensation in the future, 

since that result would be inconsistent with the Contract and would be unfair to Briar. With the 

advent of the FCM in December 2006, there is a public market for this product with a defined 

value. Given that the Contract is an energy-only contract and that the capacity was never 

assigned to PSNH, Briar should have the right to sell the Project's capacity and receive the FCM 

payments. 

B. PSNH Attachment D. PSNH also references Attachment D to its Memorandum (also 

attached hereto as Appendix D, but referred to hereinafter as "Attachment D" for consistency) to 

support its claim that post-contract actions show that NHHA conveyed capacity value to PSNH. 

Attachment D consists of a letter from PSNH to NHHA dated May 14, 1990, and its associated 

spreadsheet. The spreadsheet was prepared by PSNH in response to a request by NHHA to 

determine a contract buyout value. NHHA was concerned at the time that the PSNH bankruptcy 

might endanger the ongoing sale of energy from the Project. As is discussed in greater detail 

below, PSNH prepared Attachment D to establish a value that NHHA would have had to pay 

PSNH to terminate the contract. Upon receiving PSNH's calculation of the buyout cost, NHHA 

" PSNH and Briar have agreed that whatever decision the Commission makes in this case, it should be made 
effective retroactive to December 1,2006. See e-mail from Attorney Eaton to Attorney Moffett, attached as 
Auvendix C-3. 



decided to abandon buyout discussions. However, an analysis of Attachment D clearly shows 

that PSNH did not give NHHA any credit for the value of capacity in its buyout analysis. Since 

PSNH was not buying NHHA's capacity, this approach was correct. 

As noted in the preceding paragraph, Attachment D was prepared by PSNH to calculate 

the value of the front-end loaded rate and the amount that NHHA would have had to pay PSNH 

to terminate the contract. PSNH points out that the May 1990 spreadsheet included in 

Attachment D identifies both PSNH Marginal Energy (column M) and PSNH Short Term 

Capacity Cost (column N). PSNH then states that column 0 shows "what the Plant would have 

been paid if purchases had been made at the Marginal Rate." (PSNH Memorandum at 9.) As is 

discussed below and in Appendix D-1 to this Memorandum, a close look reveals that columns 

M, N, 0, and P support Briar's Petition because the calculations behind those columns do not 

give any credit to NHHA for the Penacook Lower Falls Project's capacity, nor do the 

calculations behind the other columns in Attachment D include any capacity value assigned to 

the Project. 

Since the 1990 spreadsheet contains a substantial amount of data, Briar has prepared 

Appendix D-1 to this Memorandum which describes the spreadsheet components and 

calculations in detail. As shown in Appendix D-1, the 1990 spreadsheet did not credit the 

Project with any capacity value. It is true that capacity information is presented in columns A, E 

and N, but the data in those columns are not used to calculate the value provided by the Project. 

Briar submits that the capacity information is not included in the Non-Levelized Payment Data 

(columns H through L) or the Historical Data (columns M through P) because the Contract was 

solely for energy. Having assigned NHHA no value for the capacity in the 1990 calculations 



when NHHA was considering its commercial options, PSNH should not now be allowed to claim 

that capacity was included in the purchase from NHHA. 

Briar also notes that the analysis in Attachment D is fully consistent with the plain 

reading that the contract did not include the sale of capacity to PSNH. Article 3, Section C of the 

Contract repeatedly sets potential future rates based on a percentage of PSNH's incremental 

energy costs, never once mentioning capacity value. Given that PURPA established a process 

for setting rates for QF's at the purchaser's avoided cost, including both energy and capacity, the 

language of Article 3 Section C is consistent with the calculations in PSNH's Attachment D 

which show that capacity value was not conveyed by the Contract. 

C. PSNH's Invoicin.~ Under the Contract. PSNH has consistently prepared the invoices 

for power purchased from the Project. A typical recent invoice is attached as Appendix E. The 

invoice clearly specifies that it is for energy delivered from the Penacook Lower Falls Project, at 

the rate of 3.53gYkWh. The word "capacity" does not appear anywhere on the invoice. 

VI. Conclusion 

This case is ultimately about construing the plain meaning of contract language. The 

1982 NHHA Contract provided for the purchase and sale of "energy," but not "capacity." PSNH 

knew the difference between energy and capacity, and if it had wanted to purchase capacity, it 

should have drafted the Contract to say so. PSNH implies, but does not argue, that the preamble 

reference to "entire generation output" should be taken as the equivalent of "capacity," but the 

use of the phrase in the context of the Contract appears rather to refer to the total amount of 

energy produced by the Project, which is the only way to make sense of "entire generation 

output," as in the "entire output generated by" the Project. 



PSNH's argument that under PURPA a QF cannot sell energy to a purchasing utility 

without selling its capacity as well is simply wrong, for the reasons set forth in Section I1 above. 

Its point that the price standard at the time was a cents-per-kilowatt hour rate for both energy and 

capacity would only be persuasive if the parties had agreed on the actual amount of dependable 

capacity represented by the Project (or on how that capacity might be determined), and set 

separate prices for the energy associated with dependable capacity and "excess energy." They 

did not do that. 

Contrary to PSNH's conclusory assertions in Section VI, VII and VIII of its 

Memorandum, the documentation relating to the parties pre-contract negotiations can reasonably 

and fairly be read only to mean that while NHHA offered several times to include the Project's 

capacity value for a fair price, PSNH declined to do so (even though its internal memoranda 

showed that the Project had specific capacity value from the beginning), and the plain result was 

that "capacity" was not included in the Contract as part of what was sold to PSNH. Although 

PSNH claimed the Project's capacity in correspondence with NEPEX after the Contract was 

signed, PSNH never copied NHHA on that correspondence, or otherwise alerted NHHA to its 

claim, and it cannot now assert that NHHA or Briar ever acquiesced to that claim. 

PSNH cannot have it both ways. It declined to pay for the Project's capacity value even 

when it knew there was capacity value, and signed a contract for the purchase and sale of energy 

only. It later claimed that it had rights to the capacity, but never told NHHA or Briar that it was 



making that claim. As PSNH itself said, "A deal is a deal," but the deal that PSNH struck did 

not include capacity. 

Respectfully submitted, 

BRIAR HYDRO ASSOCIATES 
By its Attorneys, 

ORR & RENO, P.A. 
One Eagle Square 
P.O. Box 3550 
Concord, N.H. 03302-3550 

By: k d & w  
Howard M. ~ o f f e f f  
Telephone: 603-223-9 132 

Dated: June 29,2007 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that copies of the foregoing petition have been sent this 
29Ih day of June, 2007, to Attorney Gerald Eaton at Public Service Company of New Hampshire, 
to NHPUC Staff Counsel, and to the Office of Consumer Advocate. 
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. CONTUCT FOR THE PURCMSE AND SALE 

OF ELECTRIC ENERGY . . 
6 . '  .' , L* 

CONTRACT, dated 8 , 1982, by and between NEW W S H I R E  ' 

HYDRO ASSOCIATES, a New Haahhire Limited Parcnerehip, with its principal office 

in Concord, New Hampshire(herainafrer referred to as SELLER), and PUBLIC 

SERVICE COMPANY OF NEW HAMFSHIRE, 'a New Sampshire corporation havin,g ita prin- 

cipal place of business in Manchesrer, New H.amgshire (hereinafter referred to as 

PUBLIC SERVICE). 

WHEREAS, SELLER i s  engaged fn the business of generation of electrical 

WHEREAS, SELLER des f res  to sol1 ite entire generation output to PUBLIC 

SERVICE, 

WHEREAS, PUBLIC SERVICE is engaged In the business of the generation, 

transmission, and distribution of electrical energy, 

WHEREAS, PUBLIC SERVXCE has determined it would be beneficial. to 

secure a reliable supply of e1,ectrical energy for a period of not less than 

thirty years, 

WHEREAS, SELLER is willing and able to sell its entire output to 

PUBLIC SERVICE for thirty years; 

NOW, THEREFORE, in consideration of the mutual covenants and 

agreements hereinafter set forth, SELLER and PUBLIC SERVXCE hereby agree as 

follows : 

Article 1. Basic Agreement. 

Subject to the terms, provisions, and cond5tions of thfs Contract, 

SELLER agrees to furnish and sell and PUBLIC SERVICE agrees to purchase and 

receive a11 of the electric energy produced by the Penacook Lower Falls 

hydroelectric generating facility owned and operated by SELLER located in 

Penacook-Boscawen., New Hampehire on the Contoocook River. Since SELLER and 

PUBLIC SERVICE axe interconnected through the system of the Concord Electric 

Company, PUBLIC SERVICE'a obligation to purchase energy hereunder ie con- 

ditioned upon %TALER obtaining the right to t ransmit  power through the 

Concord Electric Company system to PUBLIC SERVICE and SELLER shall pay ehe 

cost, if any, of such transmission. 



The po in t  of d e l i v e r y  from t h e  Concord E l e c t r i c  Company t o  PUBLIC 

SERVICE s h a l l  be t h e  Garvins Substation meter ing poin t  l o c a t e d  in Bow, ~ e w  

Hampshire. 

A r t i c l e  2. Availability. 

During t h e  term he reo f ,  SELLER s h a l l  endeavor t o  o p e r a t e  i t s  

generating u n i t  to rhe maximum extent reasonably p o s s i b l e  under t he  c i r -  

cumstances and a h a l l  make a v a i l a b l e  t o  PUBLIC SERVICE the e n t i r e  net output  

i n  k i l o v a t t h o u r e  from sa id  u n i t  when i n  opera t lon .  

It i e  agreed that SELLER s h a l l  have s o l e  r e s p o n s i b i l i t y  f o r  opera- 

t i o n  and maintenance of i t s  g e a e r a t i n g  u n i t ,  i nc lud ing  any r e l a y s ,  l o c k s ,  

seals, breakers, and o the r  c o n t r o l  and p r o t e c t i o n  apparatus  t h a t  a r e  

neces sa ry ,  o r  vh ich  Concord E l e c t r i c  Company may designate as being 

neceseary,  f o r  the ope ra t i on  of SELLER'S gene ra t i ng  unit in p a r a l l e l  v i t h  

t h e  system of Concord E l e c t r i c  Company and t h a t  SELLER w i l l  maintain, s a i d  

gene ra t i ng  u n i t  i n  good ope ra t i ng  order  and repair  without c o s t  to PUBLf C ' 

SERVICE. 

Article 3 .  Prlce. 

The price charged by SELLER t o  PUBLIC SEPVTCE for sales of e lectr ic  

energy under this Contract: shall be based on dn index price of 9.00 c e n t s  per 

ki lowat thour  (KWH) and s h a l l  be determined as fol lows.  

A. For the fitst  eight (8) yeare of the Contrac t ,  t he  Contract r a t e  

s h a l l  be 11.00 centrs per KWH. This r a t e  exceeds t h e  index pr ice  
V 

by 2.00 cents per  KWH: and all payments made by PUBLIC SERVICE t o  

SELLER which exceed the  index p r i c e  mast be recovered by PUBLIC 

SERVICE, during l a t e r  Cont rac t  years, In accordance wi th  Section 

D.l., A r t i c l e  3. Thie rate i a  subjec t  t o  the  adjustment provided 

f o r  under Sec t ion  D.2., A r t i c l e  3. The provieions of Sect ion  C ,  

A r t i c l e  3, s h a l l  not o v e r r i d e  the  provis ions  of  t h i s  paragraph.  

B. If, during the f i r s t  eight Contrac t  yeare, 96 percent of PUBLIC --. .. .- .__ -- .-_,- - 
SERVICE1s incremental energy c o s t s  has n o t  exceeded the index price, 

t h e  Contract  rate. begin~ing v i t h  the n i n t h  c o n t r a c t  year shall be 

the index p r i c e  o f  9.00 cents per  KWR; and t h i s  rate e h a l l  remain 

i n  effect u n t i l  suparceeded by the  provis ione  of Sect ion C, 

A r t i c l e  3. This race is subject t o  the adjustment provided f o r  

under Sect ion  D.Z., Article 3. 



C. A t  such time t h a t  96 percent  of PUBLIC SERVICE'S i nc remen ta l  energy 

c a s t  exceeds the index,  t h e  r a t e  t o  be paid under this c o n t r a c t  w i l l  

vary  i n  accordance w i th  the fo l lowing  provisions, s u b j e c t , t o  t h e  pro- 

v i s i o n 8  of S e c t i o n  D ,  A r t i c l e  3 .  

A 8  8oon as 96' pe rcen t  of PUBLIC SERVICE ' s incremental  energy coe t  

exceeds the index,  t h e  c o n t r a c t  r a t e  4111 be  based on 96 pe rcen t  of 

PUBLIC SERVICE'S i nc remen ta l  energy c o s t  f o r  a per iod of one year. 

For each eubsequent y e a r ,  t h e  percentage of PUBLIC SERVICE'S increman- 

tal energy coe t  t o  be paid will b e  reduced by 4 percent  (1.e. 96 per- 

c e n t ,  92 pe rcen t ,  88 p e r c e n t ,  84 pe rcen t ,  ere.), u n t i l  t h e  incrementa l  

energy c o s t  i s  reduced only 2 percent  t o  reach  50 percent  o f  PURLIC 

SERVICE's i n c r e ~ n e n t s l  energy c o s t .  A t  such t lme,  t h e  c o n t r a c t  r a t e  

w i l l  remain a t  the 50 pe rcen t  r a t e  f o r  the remainder of the contracc 

termc 

PUBLIC SERVICE'S incrementa l  energy c a s t ,  f o r  any hour ,  i s  equiva- 

l e n t  to t h e  marginal c o s t  of providing energy f o r  t h a t  hour. The 

marginal c o s t ,  f o r  any hour, is  the  energy cost of t he  most expens ive  

u n i t  o r  purchaeed energy supplying a p a r t i o n  of PUBLIC SERVICE1e load 

during that hour and inc ludes  a l l  c o e t s  i n  t h e  New England Power 

Exchange (NEPEX) bus r a t e  c o s t  f o r  t h e  incrementa l  unit. The NEPEX bus 

r a r e  c o s t s  a r e  e s s e n t i a l l y  t h e  c o s t  of f u e l  consumad. PUBLIC 

SERVICE's incrementa l  energy c o s t ,  f o r  t h e  purposes of t h i e  Con t r ac t ,  

w i l l  be expressed as a y e a r l y  average and w i l l  be c a l c u l a t e d  by 

averaging a l l  8,760 hou r ly  incrementa l  energy c o s t s  over  t h e  ca l enda r  

year. 

If t h e  rate during any year i s  l e s s  then  the appropriaKe.percent-  

age  of PURLIC SERVICE'e incremental energy c o s t  for  t h a t  y e a r ,  an 

adjustment  w i l l .  be'made f o r  a l l  energy s o l d  t o  PUBLIC SERVICE. The 

adjustment  w i l l  c o n s i s t  of an a d d i t i o n a l  payment f o r  each KWH sold  t o  

PUBLIC SERVICE during sa id  year based on the  d i f f e r e n c e  between t h e  

p r i c e  p a i d  and the a p p r o p r i a t e  percentage  of PUBLIC SERVICE1e incre- 

mental  energy c o e t .  T h e  adjustment  w i l l  be p a i d  w i t h i n  one month 

a f t e r  PUBLIC SERVICE's incrementa l  energy cos t  for t h e  p rev ious  year 

ha8 been determined. 



If the rate du r ing  any year  is more than t h e  app rop r i a t e  percent-  

age  of PUBLIC SERVICE'S incrementa l  energy c o s t  f o r  t h a t  yea r ,  an 

adjustment w i l l  be made f o r  a l l  energy so ld  to  PUBLIC SERVICE. The 
adjustment  will c o n s i s t  of  a refund t o  PUBLIC SERVICE for each KWH 

eo ld  d u r i n g  said year  based on t h e  d i f f e r e n c e  between t h e  p r i c e  paid  

and the appropriate percentage  of PUBLIC SERVZCE'e incrementa l  energy 

c o s t .  The r e f u n d ' w i l l  be made to PUBLIC SERVICE by applying one- 

twelfth of t h e  t o t a l  amount as a r educ t ion  t o  each month's payment by 

PUBLIC SERVICE dur ing  the c u r r e n t  year. I f  f o r  any month, no payment 
i s  due t h e  SELLER, o r  t h e  paymen.t due i s  not  equal t o  t he  refund,  a 

payment t o  PUBLIC SERVICE w i l l  be made by SELLER so that t h e  t o t a l  

recovery  is  achieved by PUBLIC SERVICE by the end of t he  current year .  

D. The Cont rac t  r aces  descr ibed  i n  Sec t ions  B and C ,  A r t i c l e  3 ,  are 

s u b j e c t  t o  t h e  fo1.lowfng p rov i s ions ,  in orde r  t o  determine the 

Cont rac t  p r i c e  t o  be charged by SELLER to  PUBLIC SERVICE f o r  

sales  of e l e c t r i c  energy under t h i s  Cont rac t .  

1. Beginning w i th  t h e  n i n t h  Contract  year, and cont inuing f o r  the 

term of the Contract, a recovery  amount equal  t o  5 , 4 7  c e n t s  pe r  

KWH s h a l l  be deducted from the Contrac t  r a r e .  This deduct iod  

al low8 PUBLIC SERVICE t o  recover  the payments made under Sec t ion  

A ,  A r t i c l e  3 ,  which exceeded t he  i n d e x  price. 

2. For t h e  fArsr e i g h t  Cont rac t  years, t h e  Contract  r a t e  e h a l l  b e  
I 

a d j u s t e d  by s u b t r a c t i n g  1.00 cents per  KWH from t h e  r a t e .  For  t h e  , 
n i n t h  through t h e  t w e n t i e t h  Cont rac t  years, t h e  Contract  rare 

s h a l l  be adjirsted by adding 0.67 c e n t s  per KWH t o  rhe r a r e .  The 

t o t a l  o f  s a i d  a d d i t i o n a l  paymenis, f o r  any given year ,  s h a l l  not / 

exceed one-twelf th  (1/12) of t h e  money sub t r ac t ed  dur ing  t h e  f i r s t  . 
e i g h t  Cont rac t  years. 

I f  provcn neceeaary t o  PUBLIC SERVICE by SFTdTJER and/or the p r o j e c t  

lenders, f o r  amor t i za t i on  of t he  f i r s t  case  of  SELLER's f a c i l i t i e s ,  PUBLIC 

SERVICE s h a l l  grant SELLER the  o p t i o n  t o  extend the p r i c i n g  under Sec t ion  A, 

A r t i c l e  3 t-he n i n t h  o r  r e n t h  Contract year.  X E  s a i d  p r i c i n g  1s extended 

through the n.Lnth Contract year, the recovery a m o u n t  under Sect ion D.I., Article 

3 e h a l l  be 6 , 8 4  c e n t s  p e r  KWH and t h e  recovery  s h a l l  begin wich t h e  t e n t h  

Cont rac t  year; i f  eaid pri.cing I s  'extended through t h e  t e n t h  Cont rac t  y e a r ,  t he  

recovery amount shall be 8.46 cen te  per  KWH beginning with t he  e l even th  Cont rac t  

year .  



I A I  L O I  L U V U  J.U. d l  U J .  I J U  r J f J O  

, '  

A r t i c l e  4 .  Meter ing.  

The me te r ing  s h a l l  be covflgured so a s  t o  represent t h e  g e n e r a t i o n  

d e l i v e r e d  t o  PUBLIC SERVICE. The m,eterLng may b e  i n e t a l l e d ' o n  t he  g e n e r a t i o n  

s i d e  of t h e  t r ans fo rmer  provided t h a t  t rans former  l o s s e s  a r e  s u b t r a c t e d  from the 

meaeured gene ra t i on  by a s u i t a b l e  method. 

SELLER w i l l  i n s t a l l ,  own, a n d  main ta in  all metering; equipment as apec- 

ified in PUBLIC SERVICE'S study of the SELLER'S e l e c t r i c  gene ra t i ng  facility, 

which s t u d y  is, or w i l l  be upon mutual con,sent o f  bo th  parties, attached h e r e t o  ae 

Attachment A. SELLER s h a l l  bear  a l l  c o s t s  a s s o c i a t e d  w i th  s a i d  equipnent  and 

i t s  i n s t a l l a t i o n .  

I f  a t  any t i m e ,  t h e  metering equipment is  found t o  be in e r r o r  by more 

than two pe rcen t  fas ' t  o r  s low (+ o r  -2%),  SELLER a h a l l  cause such meter ing 

equipment t o  b e  c o r r e c t e d  and t h e  meter read ings  f o r  t h e  per iod  of i naccu racy  

s h a l l  be a d j u s t e d  t o  c o r r e c t  ~ u c h  inaccuracy  s o  f a r  as t h e  same can b e  reason- 

a b l y  a s c e r t a i n e d ,  but  no ad jus tment  p r i o r  t o  the  beginning o f  the preced ing  

month @ h a l l  be made except by a.greement of t h e  p a r t i e s .  A l L  t e a t s  and c a l i b r a -  

t i o n s  shall b e  made i n  accordance w i t h  Sec t i on  V-14 of t h e  NHPUC Rules and 

Regula t ions  P r e s c r i b i n g  S tandards  f o r  ~ l e c t r i c  U t i l i t i e s  i n  e f f e c t  as of 

September 8 ,  1972,  as amended. The meter s h a l l  be t e s t e d  as pre sc r ibed  i n  s a i d  

Rules and Regula t ions .  

I n  a d d i t i o n  to the r e g u l a r  r o u t i n e  t e e t s ,  SELLER shall cause t h e  

mete r ing  equipment t o  be t e s t e d  a t  any time upon r eques t  of and i n  t h e  presence  

of a representa t ive  of PUBLIC SERVICE. X f  such equipment proves a c c u r a t e  wi th in  

two percen t  f a s t  o r  6 1 0 ~  (C o r  - 2 X ) ,  t h e  expense of t h e  rest s h a l l  be borne by 

PUBLIC SERVICE. 

The SELT,ER s h a l l  a l low PUBLIC SERVXCE r e ~ s o n a b l e  acceee t o  the meter 

l o c a t e d  on t h e  SELT,ER18 ptemieeo. PURLIC SERVICE reserves  the r i ~ h t  t o  s e c u r e  

o r  eeal the  meter ing i n e t a l l a r i o n ,  t o  require SELLER t o  mcssure e l e c t r i c a l  

energy so ld  to  PUBLIC SERVICE on an hour-by-hour b a s i s ,  and t o  r e q u i r e  SELLER t o  

n o t i f y  PUBtIC SERVICE once each day of SELLER'S g e n e r a t i o n  i n  k i lowar thoure  f o r  

each  hour during the p r i o r  24 hours. 
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Article 5 .  Kodifications. 

If SELLER plane  any modiff.carions t o  its electric generating facility, 

SELLER s h a l l  give PUBLIC SERVICE prior written notice of its intentions. In the 

event that PUBLIC SERVICE rea~onably determines that said modiffcations would 

necessitate changes to the metering equipment or would cause PUBLIC SERVICE to 

incur additional expenses associated therewith, the SELLER shall make such 

changes as reasonably required by PUBLIC SERVICE and reimburse PUBLIC SERVICE 

for said expenses before PUBLIC SERVICE fs obligated to purchase any increased 

output .  

If the interconnecting circuit is converted to a higher voltage In t h e  

future, the SELLER shall be responsible for all meterin8 changes necessitated by 

the conversion and shall bear all costs associated w i t h  said conversion. 

Article 6. Billing h Payment. 

PUBLIC SERVXCE shall. read the meter, installed in accordance with 

Article 4, on or at the end of each month, .and PUBLXC SERVICE shall aend the 

SELLER a form showing the month's beginning and ending meter readings and total 

net kilowatthour generation. 

SELLER shall then tr~nsmic to PUBLIC SERVXCE a bill showing the 8,mount 

due, which amount will he determined by tnultiplylng the t a . t e  per kilowatthour 

specified in Article 3 times the number of kilowatthours delivered to PUBLIC 

SERVXCE since the  prior reading of the meter, and PUBLIC SERVICE will aend to 

SELLER a payment for that amount within 20 days of recelpt of SELLER'S b i l l -  

A r t i c l e  7. Liability & 1nsura.nce. 

a. Each party will be responsible for Lts facilities and the operation 

thereof and will indemnify and save the other harmless from any and 

all loss by reason of property damage, b o d i l y  injury, including death 

resulting therefrom s u f f e r e d  by any person or persons including the 

parties hereto, employees thereof or members of the public, (and all 

expenses in connection therewith, including attorney'e fees) whether 

arising in contract, warranty, tort (including negligence), strict 

liability or otherwise, caused by or sustained on, or alleged to be 



caused by o r  s u s t a i n e d  on, equipment o r  facilities, o r  the o p e r a t i o n  

o r  use t h e r e o f ,  owned or c o n t r o l l e d  by such p a r t y ,  except: chat: each 

party s h a l l  be s o l e l y  r e s p o n s i b l e  f o r  and s h a l l  bear  a l l  c o s t s  of 

c l a ims  by i t 6  own employees o r  c o n t r a c t o r s  growing out of any  

workmen's compensat ion law- SELLER sha l l  indemify and save PUBLIC 

SERVICE hamless  a g a i n s t  any and a l l  l i a b i l i t y  f o r  c la ims ,  c o s t s ,  

l o s s e s ,  expenees  and damages, i n c l u d i n g  b o d 3 . l ~  injury and dea th ,  

s u s t a i n e d  by Concord E l e c t r i c  Company, i t s  employees o r  a g e n t s ,  

a r i s i n g  o u t  of SELLGR1s performance of t h i e  Contract. 

b. SELLER hereby ag ree6  t o  ma in t a in  in f o r c e  an,d e f f e c t ,  f o r  t h e  d u r a t i o a  

of t h i s  Contracr;Workments Compensation In su rance ,  as  r equ i r ed  by 

. s t a t u t e ,  and Comprehensive General  L i a b i l i t y  I n su rance  f o r  b o d i l y  

injury and property damage a t  minimum l i m i t s  of t h r e e  m i l l i o n  d o l l a r s  

($3,000,000). Wi th in  s ixty  days  of the e f f e c t i v e  date of t b i e  

Con t r ac r ,  t h e  SELLER a g r e e s  t o  provide PUBLIC SERVICE with a  ce r -  

t i f i c a t e  of such  i n s u r a n c e .  

c. I n  no even t  s h a l l  PUBLIC SERVXCE be l i a b l e ,  whe the r  i n  Contract, t o r t  

( i n c l u d i n g  n e g l i g e n c e ) ,  s t r i c t  l i a b i l i t y ,  wa r r an ty ,  o r  o the rw i se ,  f o r  

any s p e c i a l ,  i n d i r e c t ,  i n c i d e n t a l ,  o r  c o n s e q u e n t i a l  l o s s  or damage, 

i nc lud ing  bu t  not l i m i t e d  to c o s t  of  c a p i t a l ,  c o s t  of  replacement  

power, l o s s  of profits o r  revenues  o r  the  l o s s  of t h e  u s e  t he r eo f .  

T h i s  p rov i s i on ,  s u b s e c t i o n  c of  A r t i c l e  7 ,  s h a l l  app ly  no tw i th s t and ing  

any o t h e r  p r o v i s i o n  of t h i s  Cont rac t .  

A r t i c l e  8.  Force  Majeure. 

E i t h e r  p a r t y  shaJ.1 n o t  be cons idered  t o  b e  i n  d e f a u l t  hereunder  and 

s h a l l  b e  excused from purchas ing  or s e l l i n g  e l e c t r i c i t y  hereunder  i f  and t o  the  

e x t e n t  t h a t  it s h a l l  be prevented f rorn 'doing s o  by s to rm,  f l o o d ,  l i g h t n i n g ,  

earthquake, exp lo s ion ,  equipment f a i l u r e ,  c i v i l  d is turbance ,  l a b o r  d i s p u t e ,  act 

o f  God o r  t he  p u b l i c  enemy, action of a c o u r t  o r  p u b l i c  au rho r i ey ,  wi thdrawal  of 

f a c i l i t i e s  from o p e r a t i o n  for neces sa ry  maintenance and r e p a i r ,  o r  any cause  

b-eyond t h e  r e a sonab l e  c o n t r o l  of  e i t h e r  pa r t y .  



A r t i c l e  9'. Effective Date & Con t r ac t  Te rm.  

Thle c o n t r a c t  shall. become e f f e c t i v e  between the p a r t i e s  as of che 

d a t e  he reo f ,  provided t h a t  t h e  meter ing  equipment, as s p e c i f i e d  by PUBLIC 

,SERVICE i n  accordance w i t h  t h e  c o n d i t i o n s  s e t  f o r t h  i n  Sec t ion  4 of t h i s  

Con t r ac t ,  has  been i n s t a l l e d  by SELLER. 

If said equipment has no t  been proper ly  i n s t a l l e d ,  t h i s  Contract  s h a l l  

become e f f e c t i v e  between t h e  p a r t i e s  as of the  d a t e  of proper  I n s t a l l a t i o n  of 

s a i d  equipment o r  as o f  t h e  d a t e  SELLER begins  d e l i v e r i n g  energy t o  PUBLIC 

SERVICE, whichever occu.rs l - a t e s t .  As of t h e  e f f e c t i v e  d a t e  of t h i s  Cont rac t ,  

t h e  Con t r ac t  shall remain i n  f u l l  f o r c e  and e f f e c t  f o r  t h i r t y  (30) years. 

I n  o rde r  f o r  any  m o d i f i c a t i o n  t o  t h i s  Cont rac t  t o  be b ind ing  upon t h e  

p a r t i e s ;  s a i d  mod i f i ca t i ons  musc be i n  writlng and s igned by bo th  p a r t i e s .  

A r t i c l e  10. Pri0.r  Agreements Superseded. 

This Cont rac t  w i th  Attachment A r e p r e s e n t s  the  e n t i r e  agreement bet-  

ween the p a r t i e s  h e r e t o  r e l a t i n g  t o  t h e  s u b j e c t  ma t t e r  he r eo f ,  and all prev ious  

agreements ,  d i s c u s s i o n ,  communications, and correspondence with  r e s p e c t  t o  the  

s a i d  s u b j e c t  ma t t e r  a r e  s u p e r ~ e d e d  by t h e  execut ion  o f  t h i s  Cont rac t .  

A r t i c l e  11. Waiver of Terms or ConcIi t i o n s  . 
The f a i l u r e  of e i t h e r  party t o  enforce  o r  i n e l s t  upon compliance with 

any of  t h e  terms o r  c o n d i t i o n s  o f  this Contract  s h a l l  no t  c o n s t i t u t e  a g e n e r a l  

waiver  or re l inquishment  of any such terms o r  cond i t i ons ,  bu t  t h e  same shall be 

and remain a t  a l l  t imes in '  f u l l  force and e f f e c t .  

A r t i c l e  12. General.  

This  Cont rac t  shall be binding upon, and inure t o  the  b e n e f i t  o f  t h e  

r e s p e c t i v e  successors and assigns of the  parties h e r e t o ,  provided t h a t  SELLER 

shall not a se ign  t h i s  Cont rac t  except t o  an a f f i l i a t e d  company, without  the 

p r i o r  w r i t t e n  consent  o f  P U B L I C  SERVICE, which conaenc s h a l l  nor bc unreasonably 

wi thhe ld -  The term " a f f i l i a t e d  company" s h a l l  i nc lude  any p a r t n e r s h i p  i n  which 

SELLER o r  one  of SELLER'S s u b s i d i a r i e s  o r  a f f i l i a t e s  is a g e n e r a l  p a r t n e r  or any 

co rpo ra t i on  i n  which SELLEP. o r  one of i t 9  s u b s i d i a r i e s  o r  a f f i l i a t e s  owns o r  

c o n t r o l s  more than 50 pe rcen t  o f  t h e  v o t i n g  s t o c k  o r  otherwise has  ope ra t i ng  

c o n t r o l .  I n  the event  of an assignment ca an a f f i l i a t e ,  SELLER s h a l l  n o t i f y  

PUBLIC SERVICE v i t h i n  f i v e  (5) days  o f  t h e  e f f e c t i v e  date of the aeslgnment. 



Article 13. Applicable Law. 

This Contract is mad.@ under  t h e  laws of  The S t a t e  of  New Rampshire and 

the i n t e r p r e t a t i o n  and perform8nce hereof  shall be i n  accordance  wi th  and 

, c o n t r o l l e d  by t h e  l a w s  o f  rha.t State .  

A r t i c l e  16. Mailing Addresses. 

The mai l i ng  addresses of t h e  parties a re  as fo l lows :  

SELLER: New Hampshire Hydro A s s o c i a t e s  

99 North State  S t r e e t  

Concord,  New Hampshire 03301 

Attn: Richard A. Norman, Partner 

PUBLIC SERVICE: Public Service Company of New Hampshire 

1000 Elm Street 

P.O. Box 330 

Manchester ,  New Hampshire 03105 

Attn: Menry J. Ellis, Vice P r e s i d e n t  

IN WITNESS W R E O P ,  che p a r t i e s  have hereunto caused their names t o  

be subscribed, as of t h e  day and year first above w r i t t e n .  

NEW HAMPSHIRE KYDRO ASSOCIATES 

By ESSEL DEVELOPMENT ASSOCIATES,  

A General Partner 

v (Witness) 

By: 

Name : Richard A. Norman 

T i t l e :  Partner 

Henry J- W u l c e  Pres ident  



PUBLIC SERVICE 
Company of New +Impshire INTRA-COMPANY BUSINESS MEMO 

Subject Review of ~ssex Development Associates, Inc. Penacook Lower Falls Project 

From M. D. Cannata, Jr. District Date July 31, 1981 

To H. J. Ellis Reference 

1 have reviewed the subject document for reasonableness and have per- 
formed. an analysis o'f the average annual energy available at this site under 
various scenerios. 

DOCUMENT COMMENTS/OBSERVATIONS 

1. EDAI proposes to develop this site such that the 4.0 MW Kaplan Unit can 
utilize the water available 80% of the time. (PSNH has found this to 
be the approximate economic development point at other sites). The 
installation of an additional house unit may require the reduction in 
size of the Kaplan unit for optimum economics. 

2. The estimated average annual energy (15400 MWH) does not allow for lost 
energy due to fish passage facilities nor does it include incremental 
energy from a house unit. 

3.  No estimate has been made of project dependable capacity. I estimate 
that to be approximately 1.57 MW. 

4. The USF&WS recommends an instantaneous minimum flow of 338 CFS below 
the project. Presently the USF&WS utilizes their Aquatic Base Flow as 
a minimum flow which is the August median flow. My calculations show 
this figure to be approximately 235 CFS at this site. In addition, I 
can't comprehend a specified minimum flow for a run of river project, 
where outflow equals inflow on an instantaneous basis, at all times of 
the year. 

5. The USF&WS also notes that the fish passage facilities will be required 
for anadromous fish. N W & G  notes that in addition to the projected 
Shad run there are plans to utilize the Contoocook to augment the 
Merrimack River Atlantic Salmon smolt production. 

Fish passage facilities that can pass Shad are usually suitable to pass 
Salmon. To pass shad, approximately 2-3 months operation of the 
passage facilities is necessary. To pass Salmon, approximately 4-6 
months of operation is required. When these augmented adult salmon 
return to the Contoocook, it is not infeasible that the fisheries agen- 
cies would want these fish passed through the passage fac.ilities. One 
wou1.d want, in writing, their intent that lengthing the period of 
operation (to include fall months) of the passage facilities will not 
be required. 
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To H. J. Ellis Date July 31, 1981 

6. Utilization of the total period of record of flow data (1930-1977) 
includes the big floods of the thirties and fifties and the period where 
water was stored in the Contoocook River Basin for power production. I 
believe the most recent 20 years of record would be adequate/representative 
(as water storage was reduced markedly) of future flows at this site. 

ANALYSIS 

Assumptions 

1. 3000 mm Kaplan (4.0 MW at 1800 CFS) (Range 25% - 107%). 
2. 1250 mm ( . 7  MW at 350 CFS), 1500 mm (1.0 MW at 495 CFS), 1750 mm 

(1.3 MW at 620 CFS), and 2000 mm (1.7 MW at 800 CFS) tube turbine 
house units (~ange 40% - 110%). 

3 .  32 feet average gross available head and 30 feet average net 
available head. 

4. Constant head. Excavation of tailrace should minimize head loss 
due to tailwater .fluctuations. Tailwater fluctuations are 
assumed to be included in the 2 foot head reduction. 

5. Fish Passage Flow Requirements: 3% of optimum development point 
(rule of thumb) 55 CFS and those of one ladder on the Merrimack 
River: 125 CFS. 

6. Fish ladder operation for Shad is May and June (2 months). 
Operation for Salmon is April - June and Septemper - November 
(6 months). 

7. Small unit operates first. 

8. Minimum flows passed below project (none in diverted area). 

9. Drainage area: ,766 square miles. 

10. No. ponding capability. 

11. Maintenance required only when single Kaplan unit installed. 
(Maintenance will be performed at low flow time so that remaining 
unit can utilize available flow for multiple unit alternates).. 

12. Representative' future flow data: Water years 1958-1977. 

13. No penstock. 



IMRA-COMPANY BUSINESS MEMO 

To H. J. Ellis 

RESULTS 

Page 3 

Dace July 31, 1981 

Tables I through V present the results of the analysis for the 
following alternates respectively and are self expanatory. 

Alternate 1: 1-3000 mm Kaplan (4.0 Mbl) 
Alternate 2: 1-1250 nnn tube and 1 - 3000 mm Kaplan (4.7 MW) 
Alternate 3: 1-1500 mm tube and 1 - 3000 mm Kaplan (5.0 MW) 
Alternate 4: 1-1750 mm tube and 1 - 3000 mm Kaplan (5.3 MW) 
Alternate 5 :  1-2000 mm tube and 1 - 3000 mm Kaplan (5.7 MU) 

Table VI is a summary of the results on an annual basis, The following 
observations are made. 

1. EDAI estimates of average annualavailable energy are reasonable 
for 'the conditions cited. 

2. For the single Kaplan alternate (1111, 175-350 MWH's of energy per 
year will be lost if Shad are returned to the Contoocook. 300-675 
MWH's per year will be lost if Salmon are also returned. 

3. The addition of a house unit will increase average annual output 
by 2550-2925 MWH's assuming no fish passage facilities. 

4. Increasing the size of the house unit increases average annual 
energy only slightly. 

5:  For. the alternates in which a house. unit is added, 175-425 MWH' s 
of ener.gy per year will be lost if Shad are returned to the 
Contoocook. 425-1025 W ' s  per year will be lost if Salmon are 
also returned. 

M. D. Cannata. Jr. 

MDCJR: rtl 
Attachments 



Month - 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTALS 

Annual 

ESSEX DEVELOPMENT ASSOCIATES, INC. 
PENACOOK PROJECT 

TABLE I 
ALTERNATE 1/ 1 

1-3000 MM KAPLAN (4.0 MW) 

Average Annual Energy Estimates (MWH) 

Fishladders @ 55 CFS Fishladders @ 125 CFS 

No Shad Salmon and Shad Salmon and 
Fishladders Only Shad Only Shad . 

*Months Fishladders Running 



Month 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

No 
F i s h l a d d e r s  

ESSEX DEVELOPMENT ASSOCIATES, I N C .  
PENACOOK PROJECT 

TABLE I1 
ALTERNATE /I2 

1-3000 MM KAPLAN (4.0 MW) & 
1-1250 MM TUBE (.7 MW) 

Average Annual Energy Estimates (MVH) 

F i s h l a d d e r s  @ 55. CFS 

Shad Salmon and 
Only Shad 

F i s h l a d d e r s  @ 125 CFS 

Shad Salmon. and 
Only Shad 

I \ 

TOTALS 18101 17936 17652 17730 17089 

Annual 17955 

*Months F i s h l a d d e r s  Running 



Month - 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTALS 

Annual 

ESSEX DEVELOPMENT ASSOCIATES, I N C .  
PENACOOK PROJECT 

TABLE I11 
ALTERNATE #3 

1-3000 MM KAPLAN ( 4 . 0  MW) & 
1-1500 MM TUBE ( 1 . 0  MW) 

Average Annual Energy Estimates (plfWtf) 

Fishladders @ 55 CFS Fishladders @ 125 CFS 

No Shad Salmon and Shad Salmon and 
Fishladders Only Shad Only Shad 

*Months Fishladders Running 



Month 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

ESSEX DEVELOPMENT ASSOCIATES, INC. 
PENACOOK PROJECT 

TABLE IV 
ALTERNATE #4 

1-3000 MM KAPLAN (4.0 MW) & 
1-1750 MM TUBE (1.3 MW) 

Average Annual Enerpy Estimates (W) 

Fishladders @ 55 CFS Fishladders @ 125 CFS 

N o Shad Salmon and Shad Salmon and 
Fishladders Only Shad Only Shad 

TOTALS 18369 18192 17930 17971 17398 

Annual 18197 

*Months Fishladders Running 



Month 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
Jan 
AUG 
SEP 
OCT 
NOV 
DEC 

ESSEX DEVELOPMENT ASSOCIATES, I N C .  
PENACOOK PROJECT 

TABLE V 
ALTERNATE 1/5 

1-3000 MM KAPLAN (4.0 MW) & 
1-2000 MM TUBE (1.7 MW) 

Average Annual Energy Es t imates  (MWH) 

Fish ladde r s  @ 55 CFS F i sh l adde r s  @ 125 CFS 

No Shad Salmon and Shad Salmon and 
Fish ladders  Only Shad Only Shad 

TOTALS 18484 18308 18054 18069 17513 

Annual 18480 

*Months F ish ladders  Running 



ESSEX DEVELOPMENT ASSOCIATES, INC. 
PENACOOK PROJECT 

TABLE VI 
SUMMARY OF ALTERNATES 

Average Annual Energy Estimates (MWH) 

Fishladders @ 55 CFS Fishladders @ 125 CFS 

Size No Shad Salmon and Shad Salmon and 
Alternate (MW) .Fishladders Only Shad Only Shad - 
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,' rrorla 1 8  1981 kvapd U PUBLIC SERVICE 
Company of New Hempehire INTRA-COMPANY BUSINESS MEMO 

Economic Review of Essex Development Associates,. Inc. Penacook Lower Falls 
Subject ~ydroelectric Project per 8/25/81 Power Pricing Proposal. 

.From M. D. Cannata, Jr. Distrkt 

To H, J. Ellis 

Date September, 9, 1981 

Reference 

The ~enacook' Lower Falls Hydroelectric Redevelopment Proposal has been 
evaluated. Many of the assumptions utilized were a result of the review 
performed to assess the reasonablenew of energy projections (my memo dated 
July 31, 1981). Study parameters were: 

a. Plant Size: 1-4.0 MW Unit 
b. Commercial operation: 1/1/83 
c. Contract Term: 40 years . 
d. Project Energy: 15,545 MWH 1983-1986 (w/o fish ladders) 

14-,875 MWH 1987-2022 (w/ fish ladders) a 

e. Fish Ladder Operation: 125 CFS commencing in 1987 
.f. ~e~endable Capacity: 1.57 MW 
g. Capacity Credit: $70/KW year 1/83-2184 

$130.57/KW year levelized 1991-2015 
$894.21/KW,year levelized 2016-2022 

.h. Project Energy Cost: Alternate #1 flat rate 
Alternate 82 oil and avoided costs 
(EDAI proposals, attached) 

i. Present Worth Factor: 13.54% and 15.56% 
j .  Avoided Energy Worth:. Per latest production simulation runs 

(recent softness in oil prices neglected) 

s he attached table shows that both EDAI proposals: 
I 1  . . - - .  

1. Do not provide sufficient payback for the front end penalties incurred. 

2. Are sensitive to the PSNH weighted cost of capital. 

3. Would fluctuate in terms of financial viability due to changes in 
water conditions, fuel prices, load forecasts and in-service dates 
of future generation. 

In short, my opinion is that both EDAI. proposals are not Financially 
attractive to PSNH. Modification to the proposals could.however alter the 
economics considerably. 

M. D. Cannata, Jr, 

MDCJR:rtl 
Attachment 



ESSEX DEVELOPMENT ASSOCIATES I N C .  
PENACOOK-LOWER FALLS HYDROELECTRIC REDEVELOPMENT PROPOSAL 

p r i c i n g  
A 1  t e r n a t e  

A l t .  1!1 
A l t .  82 

A l t .  lF1 
A l t .  #2 

Year P r o j e c t  
P r e s e n t  Sav ings  

Worth G r e a t e r  
P e r c e n t  Than c o s t s "  

40 Year 
L e v e l i z e d  

P r o j e c t  40 Year C o s t s  
Breakeven . ~ e n e f i t / ~ o s t '  1983 $ 

Year R a t i o  c / KWH 

40 Year  
Level l ized 

C o s t s  
1981 $ 
c/KMI 



November 20, 1981 

Hr. afckard A. Normand 
New Hampshire Hydro AS80~iate~ 
3 Capitol Street 
Concord, NH 03301 

SUBJECT: Penacook Lower Falls Hydro 
Concord - Boscawen, New Hampshire 

Dear Mr. Nonnand: 

Since our last meeting for discussion of purchase of electric 
energy from your Penacook Lower Falls Hydro, wo have firmed up Qur policy 
regarding such purchases. A copy of a Policy Statement on contract pricing 
provisions for Limited Electrical Energy Producers as now approved, 1s 
enclosed. Also enclosed Is a copy of a long-term cantract incerporattng 
the prwisiona of this policy. 

This policy is somewhat more liberal in compensation for 
purchased energy than earliar discuesisns with p u  indicated that it might 
be. Recognieing that the development of new hydropower sources, even 
though highly desirable, is expensive; we are attempting to make our 
contract offering as helpful to developers as can be just i f ied without 
forgetting our responsibilities to our customers. 

Please review these doeuments and then gfve me a call. We 
would like to contract for the purchase of energy from your Penacook 
facility in the near future on a mutually beneficial basis. 

Vary truly yours, 

df' 
John E, Lyon~ 

Manager 
Supplementary Energy Sources 

.mL : bam 
Enc;losures 

oct D. N, Herrill 
H. J. Ellie 



POLICY STATEMENT 
CONTRACT PRICING PROVISIONS 

LXMIPD ELECTRICAL ENERGY PRODUCERS 

Public Se rv i ce  Company of New Hampshire (PSNH) will pursue a l l  

v i a b l e  new supplemental  energy sou rce s  i n  o r d e r  t o  reduce  i t s  dependence on 

f o r e i g n  o i l ,  d e l a y  c o n s ~ r u : t i o n  of f u t u r e  base load  power p l a n t s  f o r  as long  

a6 p o s s i b l e ,  and prov ide  t h e  b e s t  p o s s i b l e  s e r v i c e  t o  i t s  customers a t  t h e  

lowes t  reasonable  c o s t .  I n  t h i s  p u r s u i t ,  PSNH w i l l  o f f e r  nonfossil f u e l  

burning and h y d r o e l e c t r i c  Limited E l e c t r i c a l .  Energy Producers  (LEEPS), 

l o c a t e d  i n  PSNH o r  i t s  "wholesale f o r  resale" customers  f r a n c h i s e d  a reas ,  

t h e  f o l l owing  c o n t r a c t  p r i c i n g  and term p r o v i s i o n s .  

I. LEEPA Concract  P r o v i s i o n s  
f o r  Nonfos s i l  Fuel Burning & Hydroe l ec t r i c  LEEPS 

In accordance with NHRSA 362-A: L i m i t e d  E l e c t r i c a l  Ener ty  Producers  

Act (LEEPA) and subsequent  o r d e r s  of t h e  N.K. P u b l i c  U t i l i t i e s  Commission 

( P U C ) ,  c o n t r a c t  p r i c i n g  a s  de te rmine?  by t he  PUC, o r  o t h e r  r e g u l a t o r y  body 

hav ing  j u r i s d i c t i o n ,  i s  ava i l -ab le .  These rates a r e  c u r r e n t l y  8 .2  c e n t s  per  

k i l o v a t t h o u r  (KWH) f o r  dependable capac icy  and 7.7 c e n t s  pe r  RlJH f o r  a l l  

energy in excess of t h a t  gene ra t ed  by t he  dependable  c a p a c i t y  (NH PUC Order 

No. 14280, June 18, 1980) ,  to t h e  e x t e n t  d i s cus sed  i n  the r e p o r t  accom- 

panying Order No. l h 2 8 0 .  These r a t e s  may change from t ime  t o  t ime as 
1 

determined by the PUC. U E P A  Contracts v i l l  have a t e r m i n a t i o n  p r o v i s i o n  

t h a t  m y  be e x e r c i s e d  by either p a r t y  upon twelve months,  o r  l e s s ,  w r i t t e n  

n o t i c e .  

11. Fixed Rate  - Fu tu re  E s c a l a t i n g  Cont rac t  
P r o v i s i o n s  f o r  Nonfos s i l  Fue l  Euming  6 H y d r o e l e c t r i c  LEEPS 

Con t r ac t  p r i c i n g  under  t h e  Fixed Rate - F u t u r e  E s c a l a t i n g  prov i -  

s i o n s  w i l l  be as o u t l i n e d  below. 

A .  An index p r i c e  of 9.0 cents per KWH i s  e s t a b l i s h e d  e f f e c t i v e  imme- 

d i a t e l y  and is t h e  i n i t i a l  p r i c e  t o  be pa id  under  t h i s  Con t r ac t  

s u b j e c t  t o  the f o l l owing  prov ic ions  . 



1. For t h e  f i r s t  10  years of the con , t r a c t ,  PSNH w i l l  retain 10 

p e r c e n t  (0 .9  cents per KWH) for all energy purchased.  During 

t h e  second 10 yea.rs o f  t h e  C o n t r a c t ,  PSNH w i l l  pay t h e  LEE? 

an a d d i t i o n a l  0.9 c e n t s  per  KWH, above t h e  c o n t r a c t  p r i c e ,  

f o r  purchased energy. The toral of said a d d i t i o n a l  p a p e n t s ,  

for any given  year, s h a l l  no t  exceed one- tenth  (1 /10)  of t h e  

t o t a l  money r e t a i n e d  by PSNH during the f i r s t  10 Cont rac t  

years.  

2. A t  s uch  t i m e  t h a t  96 pe r cen t  of PSNH's incremental energy 

cost1 exceeds  t he  index,  t h e  r a t e  t o  bc p a i d  under t h i s  

C o n t r a c t  uill vary i n  accordance with t h e  p rov i s i ons  of 

Paragraph  B. 

B. All payments va1yin.g from t h e  index v i l l  be determined as a per- 

centage of PSNH's inc remenra l  energy cost. As soon as 96 p e r c e n t  

of PSNH's I nc r emen ta l  energy c o s t  exceed6 t h e  i ndex ,  t h e  Con t r ac t  

p r i c e  v i l l  be based on 96 pe r cen t  o f  PSNH's i n c r emen ta l  energy 

c o s t  f o r  a p e r i o d  of one year. For each subsequent  pear, t h e  per- 

cen tage  of PsNU's inc rementa l  energy c o s t  t o  be pa id  vill be 

reduced by 4 p e r c e n t  (i.e., 96 p e r c e n t ,  92 p e r c e n t ,  88 p e r c e n t ,  86 

percent, e t c . )  u n t i l  t h e  i nc r emen ta l  energy cost i s  reduced only 2 

percen,t  t o  reach 50 pe rcen t  of PSNH's I nc r emen ta l  energy c o s t .  At 

such time, t h e  Con t r ac t  P r i c e  v i l l  remain a t  the 50 percent r a t e  

f o r  the remainder of t h e  Con t r ac t  term. 

I f  che price p a i d  f o r  t he  previous year i s  l e s s  than t h e  

a p p r o p r i a t e  pe r cen t age  of PSNH'F i n c r emen ta l  c o s t  f o r  the pre- 

v ious  y e a r ,  an ad jus tment  v i l l  be made f o r  a l l  energy s o l d  t o  

PSNH d u r i n g  that yea,r. The ad jus tment  w i l l  c o n s i s t  of  a n  a d d i -  

tional payment f o r  each  KWH sold t o  PSNU during t h e  previous year 

based on the d i f f e r e n c e  between t h e  price paid and t h e  

a p p r o p r i a t e  pe r cen t age  of PSMT's I nc r emen ta l  energy c o s t  du r ing  

I See attached definition of PSNH's I nc r emen ta l  Energy Cost 
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the prev ious  year. The adjustment  vill be p a i d  v i t h i n  one  month 

a f t e r  PSNH's inc rementa l  energy c o s t  f o r  t h e  p rev ious  year has 

been de te rmioed-  

I f  t h e  pr ice  p a i d  f o r  t h e  p rev ious  year  i s  more than  t h e  

a p p r o p r i a t e  pe r cen t age  of PSNH's i n c r emen ta l  c o s t  f o r  t he  pre- 

v ious  y e a r ,  an adjustment w i l l  be made f o r  a l l  energy s o l d  t o  

PSNH du r ing  that year.  The ad jus tment  vill consist of a refund 

t o  PSNH f o r  each KWH s o l d  t o  PSNH d u r i n g  the. p rev ious  year based 

on the difference betveen the  p r i c e  p a i d  and t h e  a p p r o p r i a t e  per- 

c en t age  of  PSNR's inc rementa l  energy  cost d u r i n g  the  previous 

yea r .  The r e fund  v i l l  be made t o  PSNH by applying one- twel f th  of 

the t o t a l  amount as a r e d u c t i o n  t o  each monch's payment by PSNH 

d u r i n g  t h e  c u r r e n t  year .  If f o r  any month,  no payment is due t h e  

LEEP, o r  che payment due is  not  equal t o  t h e  r e fund ,  a payment t o  

PSNR v i l l  be made by t h e  LEE? s o  t h a t  t h e  t o t a l  r e cove ry  i s  

achieved by PSNH by t h e  end of s a i d  yea r .  

The  term of t h e  F i x e d  Rate - Furure Escalating Contract vill be 

30 years .  

111. Opt iona l  Con t r ac t  p r o v i s i o n s  f o r  H y d r o e l e c t r i c  Energy Producers  

PSNH mag, a t  i t s  d i s c r e t i o n ,  o f f e r  h y d r o e l e c t r i c  energy producers  

con.:ract p r o v i s i o n s  similar t o  those  exp l a ined  i n  Sec t i on  11, bur  c o n t a i n i n g  

p r i c i n g  above t h e  9.0 c e n t s  p e r  KWH index for a c e r t a i n  number of years a t  

the beginning of t h e  Con t r ac t .  Any payments above the  i n d e x  must be reco- 

vered  by PSNH, i n  Later Cont rac t  y e a r s ,  considering the  p r e s e n t  worth  of 

money. Fur thermore ,  a l l  c o n t r a c t s  o f f e r e d  under Sec t ions  I1 and I11 o f  

this P o l i c y  Sta tement  must be of e q u a l  va lue .  

The a t t a c h e d  exhiblt illustrates the p r i c i n g  p rov i s i ons  d i s cus sed  

under S e c t i o n  11. 

These c o n t r a c t  pricing p r o v i s i o n s  v i l l  be o f f e r e d  t o  a l l  f a c i l i t i e s  

qualifying under  LEEPA i n c l u d i n g  those f a c l l l t i e s  already under c o n t r a c t  

with PSNH vho agree t o  s e l l  t h e i r  e n t i r e  net ou tpu t  t o  PSNH. 

November 5, 1981 
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PUBLIC SERVICE COMPMT OF NEW W S H I R E  

DEIINITIOI\I OF INCEEMENTAL ENERGY COST 

Public Service's incremental energy cos t ,  f o r  any hour ,  i s  

equ iva len t  t o  t h e  margine.1 c o s t  of providing energy f o r  thar  h o u r .  The 

marginal  cos t ,  for any hour,  i s  the energy cost of t h e  most expensive 

unic or purchased energy supply ing  a portion of Public Serv ice ' s  load 

during that hour and incl-udes z l l  c o s t s  i n  t h e  New England Power Excha.nge 

(NEFEX) bus r a t e  cost for the incremental uni t , .  The NEPEX bus rate 

costs are essentially the cost o f  fuel consumed. P u b l i c  Service's 

incremental  energy cost, as referred t o  i n  t h e  "Policy S ~ a ~ e m e n t  of 

Concract Pr ic ing  Provisions for Hydroelec t r ic  Energy Froducers", is 

expressed as a yea r ly  average and i s  ca lcula ted  by averaging all 8.760 

hourly incremental  energy costs over the calendar y e a r .  

October 1, 1991 
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E S ~ E X  DEVELOPMENT ASSOCIATES, GENERAL PARTNI 
EG&G, INC., LIMITED PARTNER 

NEW HAMPSHIRE HYDRO ASSOCIATES 
THREE CAPITOL STREET 

CONCORD, NEW HAMPSHIRE 03301 
(603) 224-6333 

December 29, 1981  

Mr. J o h n  E. Lyons N " ~ ~ J 4 N  
P u b l i c  S e r v i c e  Company 

o f  New Hampshire 
1000 Elm S t r e e t  
P,O. BOX 330 
Manches te r ,  NH 03105 

RE: Penacook Lower ~ a l l s  Power s a l e s  Agreement 

Dear Mr. Lyons: 

NHHA has  reviewed your l e t t e r  d a t e d  December 21, 1981,  
r e g a r d i n g  t h e  pu rchase  of power from t h e  Penacook Lower F a l l s  , 

P r o j e c t  ( t h e  " P r o j e c t " ) .  NHHA is i n  e s s e n . t i a 1  agreement  w i t h  t h e  
methodology used i n  t h e  a n a l y s i s  t h a t  you p r o v i d e d .  The 
f o l l o w i n g  c l a r i f i c a t i o n s ,  r e v i s i o n s  a n d ,  a d d i t i o n s  . a r e  o f f e r e d  f o r  
your  c o n s i d e r a t i o n :  
1. Discoun t  R a t e  

The d i s c o u n t  r a t e  t h a t  h a s  been ,used ,  17.75%, may be 
a p p l i c a b l e  f o r  a n a l y z i n g  payments made f o r  power today ,  b u t  w i l l  
n o t  be a p p l i c a b l e  d u r i n g  t h e  term o f  ou r  p roposed  c o n t r a c t .  I n  
o r d e r  t o  a c c u r a t e l y  r e f l e c t  changes i n  c o s t s  o f  c a p i t a l ,  t h e  
d i s c o u n t  r a t e  shou ld  f l o a t .  NHHA p r o p o s e s  t h a t  t h e  d i s c o u n t .  r a t e  
t o  be used i n  d e t e r m i n i n g  t h e  Recovery R a t e  be  r e v i e w e d .  a n n u a l l y  
and a d j u s t e d  to  r e f l e c t  a c c u r a t e l y  t h e  c u r r e n t  cost of  c a p i t a l .  
I t  .is N H H A 1 s  u n d e r s t a n d i n g  t h a t  t h e r e  e x i s t s  a methodology which 
is used  a n n u a l l y  to  c a l c u l a t e  PSNH's cost of  c a p i t a l  as a  p a r t  o f  

t h e  r o u t i n e  r e g u l a t o r y  p r o c e s s .  NHHA p r o p o s e s  t h a t  we  c o n s i d e r  
u s i n g  t h i s  method f o r  d e t e r m i n i n g  t h e  a p p r o p r i a t e  d i . s c o u n t  r a t e  
f o r  each  y e a r  of  t h e  c o n t r a c t ,  

2. A p p l i c a b l e  Yea r s  f o r  Recovery ~ i t e  C a l c u l a t i o n  

I n  c a l c u l a t i n g  t h e  Recovery  R a t e ,  as d e f i n e d  i n  your.  l e t t e r  
o f  December 21, 1981,  t h e  c a l c u l a t i o n  s h o u l d ,  b e g i n  w i t h  t h e  
commencement of commercdal o p e r a t i o n  of  t h e  P r o j e c t .  T h i s  i s  
s c h e d u l e d  f o r  May 1, 1983.  

3 .  Term of 10  c e n t  pe r  kwh F l o o r  P r i c e  

NHHA p roposes  t h a t  t h e  10C p e r  kwh price for  e n e r g y  
d e l i v e r e d  from t h e  P r o j e c t  be ex tended  from 8 to 1 0  y e a r s .  T h i s  
1 0  y e a r  term is r e q u i r e d  to  a s s u r e  a d e q u a t e  d e b t  c o v e r a g e .  
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NEW HAMPSHIRE HYDRO ASSOCIATES 

On t h e  b a s i s  of  t h e  above,  NHHA has  p r e p a r e d  a  C a l c u l a t i o n  
o f  t h e  Recovery R a t e  and an  Energy P r i c e  P r o j e c t i o n ,  a t t a c h e d  a s  
E x h i b i t s  1 and 2, r e s p e c t i v e l y .  

4. C r e d i t  for Capacity 

The PSNH methodology f o r  power p r i c i n g  e q u i t a b l y  r e c o g n i z e s  
t h e  v a l u e  o f  ene rgy  f r o m  LEEPS. However, it does  n o t  i n c o r p o r a t e  
a means of r e c o g n i z i n g  any  dependab le  c a p a c i t y  o f f e r e d  b y  a 
LEEP. NHHA r e c o g n i z e s  t h a t  when Seabrook comes o n - l i n e  it w i l l  
t a k e  c a r e  of PSNH's p r o j e c t e d  need f o r  a d d i t i o n a l  c a p a c i t y  f o r  
t h e  n e a r  term. However, l o a d  growth,  p l a n t  r e t i r e m e n t s ,  etc.  
w i l l  a t  some p o i n t  d u r i n g  t h e  proposed  term of  t h e  c o n t r a c t  
r e q u i r e  PSNH to i n c r e a s e  i t s  power s u p p l y  r e s o u r c e s .  A t  t h a t  
t i m e ,  t h e  f i r m  c a p a c i t y  of t h e  P r o j e c t  w i l l  e n a b l e  PSNH t o  a v o i d  
t h e  e x p e n s e  o f  a d d i n g  c a p a c i t y .  NHHA t h e r e f o r e  p r o p o s e s  t h a t  t h e  
P r o j e c t  be g i v e n  a  c a p a c i t y  payment r e f l e c t i n g  t h e  e x p e n s e  t h a t  
PSNH w i l l  avoid  by h a v i n g  t h e  P r o j e c t  as a g e n e r a t i n g  r e s o u r c e .  
T h i s  c a p a c i t y  payment c a n  be based  upon 1) t h e  f i r m  c a p a c i t y  of 
t h e  P r o j e c t  a s  d e t e r m i n e d  u s i n g  NEPOOL1s "Uniform R a t i n g  and 
P e r i o d i c  A u d i t  of G e n e r a t i n g  C a p a c i t y , "  and 2)  t h e  t h e n  c u r r e n t  
payment f o r  dependab le  c a p a c i t y  a s  de t e rmined  by t h e  P u b l i c  
Ut i l i t i e s  Commission of N e w  Hampshire.  I f  t h e r e  is no s u c h  r a t e  
i n  e f f e c t ,  t h e n  t h e  t h e n  c u r r e n t  NEPOOL c a p a c i t y  d e f i c i e n c y  
c h a r g e  c a n  be used .  

Rega rd ing  c o n t r a c t  p r o v i s i o n s  t o  a s s u r e  t h a t  NHHA w i l l  
o p e r a t e  t h e  P r o j e c t  f o r  t h e  f u l l  term o f  t h e  c o n t r a c t ,  s e v e r a l  
p o i n t s  a r e  wor th  r e v i e w i n g .  F i r , s t ,  NHHA is a  N e w  Hampshire  
l i m i t e d  p a r t n e r s h i p  o f  which E s s e x  Development Associates, I nc., 
a  Delaware  c o r p o r a t i o n ,  is g e n e r a l  p a r t n e r .  A s  g e n e r a l  p a r t n e r ,  
EDAI  i s  r e s p o n s i b l e  f o r  f u l f i l l i n g  a l l  o f  t h e  o b l i g a t i o n s  o f  
NHHA. The p r o j e c t  is o n l y  one  e l emen t  of  EDAI1s h y d r o e l e c t r i c  
program. PSNH c a n  t h e r e f o r e  l o o k  to  an  e n t i t y  wi th  a s s e t s  and 
income o t h e r  t h a n  t h i s  s i n g l e  P r o j e c t .  Second,  NHHA w i l l  have i n  
e f f e c t  s u f f i c i e n t  p r o p e r t y  i n s u r a n c e  to  a s s u r e  t h a t  t h e  dam and 
p l a n t  c a n  be r e p a i r e d  i n  t h e  e v e n t  of  f i r e ,  f l o o d  or o t h e r  
c a s u a l t y .  F i n a l l y ,  t h e  P r o j e c t  s t r u c t u r e s  and equ ipmen t  a r e  
b e i n g  d e s i g n e d  and b u i l t  and w i l l  be m a i n t a i n e d  to  o p e r a t e  w e l l  
beyond t h e  t h i r t y  y e a r  l i f e  o f  t h e  p roposed  c o m t r a c t .  T h i s  is a  
r e f l e c t i o n  of  t h e  long- t e rm commitment, EDAI and EG&G, I n c . ,  t h e  
l i m i t e d  p a r t n e r  o f  NHHA, have t o  t h e  h y d r o e l e c t r i c  i n d u s t r y .  
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~ E W  HAMPSHIRE HYDRO ASSOCIATES 

NHHA l o o k s  f o r w a r d  to  d i s c u s s i n g  t h e s e  changes  a t  your  
e a r l i e s t  p o s s i b l e  c o n v e n i e n c e .  I t  would b e  most  h e l p f u l  i f  w e  
c o u l d  meet f o r  t h i s  p u r p o s e  d u r i n g  t h e  week o f  - J a n u a r y  3,  1982. 

S i n c e r e l y ,  

mW HAMPSHIRE HYDRO ASSOCIATES 

By: ESSEX DEVELOPMENT ASSOCIATES, I N C .  , 
G e n e r a l  P a r t n e r  

By: 
Warren W. Mack 
V i c e  P r e s i d e n  Development  Y 



Exh ib i t  1 
Penacook Lower F a l l s  P r o j e c t  
C a l c u l a t i o n  of Recovery Rate  

Basis:  

1) Discount Rate: 17.75% f o r  each year ,  a l though it is proposed t h a t  t h i s  r a t e  be a d j u s t e d  
annual ly  to  r e f l e c t  cu r r en t  costs of c a p i t a l .  

2) I n i t i a l  P r i c e  f o r  Energy and Term: 10.0 c e n t s  per kwh f o r  t h e  i n i t i a l  10  y e a r s  of 
c o m e r e c i a l  ope ra t i on ;  scheduled s t a r t - u p  is May 1, 1981. 

3)  Term of Cont rac t :  30 years  

4)  Average F ixed  Rate  Future  Esca l a t i ng  Con t r ac t  Pr ice :  See E x h i b i t  2 

Ca lcu l a t i on :  
a)  . P r e s e n t  worth i n  1983 of 1.0 c e n t  per kwh premium i n  ope ra t i ng  y e a r s  1983 through 1990: 

1.0 x pwf1(i=17.75,n=8) = 4.1093 

b) Present  worth i n  1983 of  0.05 c e n t s  per kwh premium i n  ope ra t i ng  year  1991: 
. . 

0.05 x pwf (i=17.75,n=9) = 0.0115 

c) P re sen t  worth i n  1983 o f  1.61 c e n t s  per kwh d iscount  i n  ope ra t i ng  year  1992: 
1.61 x pwf (i=17.75,n=10) = (0.3142) 

Recovery Rate  x pwfl (i=17.75,n=20) x pwf (i=17.75,n=10) = a + b + c 

Recovery Rate  = 3.60 cents per kwh 



Opera t ing  
Year 

E x h i b i t  2 
Penacook Lower F a l l s  P roj  ect 

Energy P r i c e  P r o j e c t i o n  t h r o u g h  1994 

Aver. F i x e d  R a t e  L e s s  (2)  
F u t u r e  E s c a l a t i n g  Recovery 
C o n t r a c t  P r i c e  R a t e  

9.00 C p e r  kwh -- 
9.00 -- 
9.00 - - 
9.00 -- 
9.00 -- 
9.00 -- 
9.00 -- 
9.00 -- 
9.95 -- 

11.61 - 
12.03 3.60 
12.54 3.60 

Penacook (3 )  
Lower F a l l s  

. C o n t r a c t  P r i c e  

10.00 C p e r  kwh 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 

8.43 
8.94 

(1) T h i s  is based upon: 1) a c t u a l  commercial o p e r a t i o n  o f  t h e  Penacook Lower 
F a l l s  P r o j e c t  beg inn ing  on May 1, 1983, a s  c u r r e n t l y  scheduled.  
(There fore  f o r  o p e r a t i n g  y e a r  1991, 8,651 MWH a t  9.OC and 6,755 MWH a t  
11.16 f o r  May through December, 1 9 9 1  and J a n u a r y  th rough  A p r i l ,  1992 
r e s p e c t i v e l y ) ;  and 2) estimates of  PSNH IEC g i v e n  i n  RVP-2; December 15,  
1 9 8 1  a t t a c h e d  to  John Lyons' le t ter  d a t e d  December 21, 1981. 

(2) See E x h i b i t  1 f o r  d e r i v a t i o n  o f  Recovery Rate .  

(3) P r i c e s  beyond 1992 are e s t i m a t e s  s u b j e c t  to a c t u a l :  1) PSNH IEC and 2)  
PSNH c o s t  of c a p i t a l .  



' I '  

NEW HAMPSHIRE HYDRO ASSOCIATES 
99 NORTH STATE STREET 
CONCORD, N;H. 03301 
(603) 224-8333 

jm~ t  JAN 2 1 1982 RY.P. 

J a n u a r y  7,  1981  

M r .  John E .  Lyons '  
P u b l i c  S e r v i c e  Company of N e w  Hampshire 
1000 Elm S t r e e t  
Manches ter ,  NH 02105 

Re:  Penacook Lower F a l l s  P r o j e c t  Power S a l e s  Agreement 

Dear '  M r .  Lyons: 

Enclosed  p l e a s e  f i n d  a  copy of proposed m o d i f i c a t i o n s  and 
a d d i t i o n s  t o  P u b l i c  S e r v i c e ' s  proposed power sales ag reemen t  t h a t  
N e w  Hampshire Hydro A s s o c i a t e s  o f f e r s  f o r  your  c o n s i d e r a t i o n .  
Regard ing  t h e  inc remen ted  ene rgy  c o s t  (IEC) d a t a  t h a t  you 
p r o v i d e d  w i t h  your l e t t e r  o f  December 21, 1981 ,  l e t  m e  a g a i n  
a s s u r e  you t h a t  NHHA c l e a r l y  u n d e r s t a n d s  t h a t  t h e s e  a r e  o n l y  
PSNH1s c u r r e n t  e s t i m a t e s ,  and t h a t  t h e  a c t u a l  I E C 1 s  w i l l  be t h o s e  
used i n  d e t e r m i n i n g  t h e  p r i c e  f o r  power i n  t h e  c o n t r a c t .  

NHHA is c u r r e n t l y  d r a f t i n g  language  c o n c e r n i n g  a  "put"  of  
t h e  p l a n t  t o  PSNH s h o u l d  NHHA c e a s e  o p e r a t i o n s ,  and p r o v i s i o n s  
f o r  payments  f o r  c a p a c i t y  i f  and when t h e  Penacook P r o j e c t  w i l l  
e n a b l e  PSNH to a v o i d  a d d i n g  c a p a c i t y . t o  t h e i r  sys tem.  

NHHA l o o k s  fo rward  to your e x p e d i t i o u s  r e s p o n s e  t o  t h e  
e n c l o s e d .  

. . 

S i n c e r e l y ,  

NEW HAMPSHIRE HYDRO ASSOCIATES 

By: Essex  Deve,$opment A s s o c i a t e s ,  I n c .  
Genera 

By: 
Warren W. ~ a c k .  / /  
Vice P r e s i d e n t ,  eve lopment  v 

WWM/h j d  ' 

E n c l o s u r e s  

LAWRENCE OFFICES 
SIX ESSEX STREET, LAWRENCE, MA 01840 (617) 687-2312 



NEW HAMPSHIRE HYDRO ASSOCIATES 
99 NORTH STATE STREET 
CONCORD, N.H. 03301 
(603) 224-8333 

J a n u a r y  21, 1982 

M r .  J o h n  E . Lyons 
P u b l i c  S e r v i ~ e  Canpany of N e w  ~ ' a m ~ s h i r e  

'1000 E l m  S t r e e t  
~ a n c h e s  ter ,  NH 021 05 

Re: Penacook Lower F a l l s  Power S a l e s  Agreement  
J.;/ Dear M r .  Lyons: ,$b- 
1 

A t t a c h e d  is>Ja copy of E s s e x ' s  p r o p s e d  c o n t r a c t  p r o v i s i o n s  
f o r  Abandonment and C r e d i t  f o r  C a p a c i t y .  t h a t  . w e  d i s c u s s e d .  I 
have a1 so i n c l u d e d ,  t w o  . a d d i  ti o n a l  amendments f o r  ' your 
. c o n s i d e r a t i o n  c o v e r i n g  T e r m i n a t i o n  and T e s t  Power. 

E s s e x  l o o k s  f o r w a r d  t o  c o n c l u d i n g  o u r '  n e g o t i a t i o n s  as s o o n  as 
can 'be a r r a n g e d .  

Warren W. 
V ice  P r e s i  D e v e l o p n e n t  

WWM/ h j d  

At tachment  

Reply t o :  110 Tremont S t r e e t ,  Bos ton ,  MA 02108 

LAWRENCE OFFICES 
SIX ESSEX STREET, LAWRENCE, MA 01840 (617) 687-2312 



RIDER K 

ARTICLE . Abandonment 

I f ,  a t  any t i m e  d u r i n g  t h e  e l e v e n t h  t o  t h i r t i e t h  y e a r s  of 

t h e  term of t h i s  C o n t r a c t ,  S e l l e r  ceases o p e r a t i o r i ,  as d e f i n e d  

below, of i ts  g e n e r a t i n g  f a c i l i t y ,  PUBLIC S E ~ V I C E  may, a t  i t s  

o p t i o n  and upon n i n e t y  ( 9 0 )  d a y s  w r . i t t e n  n o t i c e  t o  S e l l e r  and . 

s u b j e c t  t o  ' t h e  c o n s e n t  of  t h e  F e d e r a l .  Energy R e g u l a t o r y  C m m i s -  

s i o n  and ~ i l i e ' d  L e a t h e r  Cor,por a t i o n  and s u c h  o t h e r  c o n s e n t s  as 

would t h e n  be r e q u i r e d ,  l e a s e  S e l l e r w  s g e n e r a t i n g  f a c i l i t y  f rom 

S e l l e r  f .qr  t h e  remainder .  of t h e  term of t . h i s . C o n t r a c t  a t  a n  

annua l  r e n t a l  cha rge  e q u a l  t o  t h e  a n n u a l  d e p r e c i a t i o n  a l l o w a n c e ,  

a s  de te rmined  below. I f  and a t  s u c h  t i m e  a s  PUBLIC SERVICE 

s .  e x e r c i s e s  its o p t i o n  t o  l e a s e ,  S e l l e r  and PUBLIC SERVICE s h a l l  

e n t e r  i n t o  a . l e a s e  conta in i 'ng  t h e  terms'- s e t  f o k t h  i n  t h i s  

A r t i  cl e - and s u a a d d i  t i o n a l  terms and c o n d i t i o n s  a s  t h e  

- 
- - p a r t i e s  s h a l l  t h e n  m u t u a l l y '  a g r e e  upon. I f S e l l e r  and PUBLIC . 

* 
. . .. . 

. . SERVICE a r e ,  u n a b l e . t o  r e a c h  agreement  w i t h  r e s p e c t  t o  a n y  o f  t h e  
. . . . 

te rms of  t h e  l e a s e ,  o t h e r  t h a n  t h e  terms. . p r o v i d e d  f o r  i n  t h i s . . . .  
. . 

Artic le ,  t h e  s h a l l  submit t h e  t e r m 4  which have n o t  been 
. . . . 

a g r e e d  upon . . to .  bindi 'ng a r b i t r a t i o n  i n  a c c o r d a n c e .  w i t h  t h e  r u l - e s  

of t h e  Amer ican  A r b i t r a t i o n  A s s o c i a t i o n  t h e n  i n  e f f e c t  and t h e '  

d e c i s i o n  'of t h e  a r b i t r a t o r  s h a l l  be f i n a l ' .  A s  a p a r t  . o f ,  s a i d  . ' 

l e a s e ,  PUBLIC SERVICE s h a l l  assume- a l l  of S e l l e r f  s o b l i g a t i o n s  
. . 

r e l a t i n g  t o  S e l l e r '  s ' g e n e r a t i n g  f a c i l i t y ,  i n c l u d i n g  ' bu t  n o t  

l i m i t e d  t o  l e a s e h o l d  . a n d  l i c e n s e  payments ,  t a x e s ,  u t i l i t y  cha.r- 

- ges, ' i n s u r a n c e  and o p e r a t i o n ,  m a i n t e n a n c e  and r e p a i r  e x p e n s e s .  



üü he S e l l e r  s h a l l  be deemed t o  have c e a s e d  o p e r a t i o n  of i ts  

g e n e r a t i n g  f a c i l i t y  i f  and o n l y  i f :  

i. The g e n e r a t i n g  f a c i l i t y  ha s  n o t  g e n e r a t e d  a n y  power 

for a p e r i o d  of twe lve  (12)  s u c c e s s i v e  months; and 

ii. S e l l e r  has. n o t  commenced n e c e s s a r y  r e p a i r s  'or t a k e n  

o t h e r  a p p x o p r i a t e  a c t i o n  t o  p e r m i t  r esumpt ion  of power 

d e l i v e r i e s  under t h i s  C o n t r a c t .  

The annua l  d e p r e c i a t i o n  a l lowance  f o r  a g iven  y e a r  of t h e  

lease s h a l l  be t h e  d e p r e c i a t i o n  expense  t h a t -  would have been 
. . 

c h a r g e d  on  . t h e .  books' of t h e  S e l l e r  f o r  such  , year  had t h e  costs of 
. . 

- a c q u i s i t i o n  and cons  t r . uc t i on ,  As h e r e i n a f t e r  d e f i n e d ,  been 

d e p r e c i a t e d '  o v e r .  30 y e a r s  u s ing  t h e  s t r a i g h t  l i n e  method of 

d e p r e c i . a t i o n  'and had subsequen t  c a p i  t a l '  e x p e n d i t u r e s ,  a s  
.' . . .  . . .  . h e r e i n a f t e r  de f i ned ,  been d e p r e c i a t e d  o v e r  t h e  l e s s e r  of t h e  :. . . . 

- .  - r e m a i n i n g  term of ' t h i s  C o n t r a c t  o r . t h e  use f .u l  ' l i f e  of t h e  a s s e t  

. . u s i n g  t h e  s t r a i g h t  l i n e  .method of d e p r e c i a t i o n .  ' 

. .  . 

. . 

A s  used h e r e i n ,  'costs of a c q u i s i t i o n  and c o n s t r u c t i o n "  
' .  

s h a l l  mean a l l  costs of de t e rmin ing  the .  f e a s i b i l i t y  o f ,  and . . 

. . .  

a c q u i r i n g ,  m n s t r u c t i n g , '  l i c e n s i n g ,  f i n a n c i n g ,  c a r r y i n g  o u t  and' 

p l a c i n g  i n  o p e r a t i o n , S e l l e r l  s g e n e r a t i n g  f a c i l i t y  p a i d  or 
9 - ,  

i n c u r r e d  by S e l l e r  p r i o r  t o  t h e  commehcement. of t h e  term of t h i s  
' , e - . - ' - -  -- . ! . .  

. . . . .  

c o n t r a c t , .  and s h a l l  i n c l u d e  bu t  n o t  b e  l i m i t e d  t o  f u n d s  r e q u i r e d . .  .. . . ., 

. . . .  . 

f o r  p r e l i m i n a r y  s u r v e y ,  i n v e s t i g a t i o n .  and deve lopnen t .  costs,  

f e.asi  b i l i t y  s t u d i e s ,  e n g i n e e r i n g  s t u d i e s  and s e r v i c e s ,  



c o n t r a c t o ~ s '  f e e s ,  p e r m i t s ,  l i c e n s e s  and a p p r o v a l s ,  l a b o r ,  

m a t e r i a l s ,  equ ipnen t ,  l a n d s ,  r i g h t s  of way, l e a s e s ,  f r a n c h i s e s ,  

easements . and  o t h e r .  i n t e r e s t s  i n  l a n d  and o p t i o n s  t h e r e f o r ,  

u t i l i t y  s e r v i c e s  and s u p p l i e s ,  payments t o  o t h e r  p u b l i c  a g e n c i e s ,  

t r a i n i ' n g  and t e s t i n g  costs,  i n s u r a n c e  premiums, i n t e r e s t  on  

c o n s t r u c t i o n  f i n a n c i n g  and an  a l lowance  f o r ,  a , : - re turn  on e q u i t y  ' ' 

f unds  used f o r  c o n s t r u c t i o n  f i n a n c i n g ,  f e e s  .and expenses ,  a l l  

f e d e r a l ,  s t a t e  and l o c a l  t a x e s  and payments i n  l i e u  of t a x e s  

l e g a l l y  r e q u i t e d  t o  be p a i d , . i n  connec t i on  w i t h  t h e  a c q u i s i t i o n  

. . and c o n s t r u c t i o n  of t h e  gene , ra t ing  f a c i l i t y ,  l e g a l  and f i n a n c i n g  

.costs, a d m i n i s t r a t i v e  and g e n e r a l  costs, all costs r e l a t i n g  t o  . . 

i nj  u r y  and damage c l a ims  a r i s i n g  o u t  of t h e  -.- a c q u i s i t i o n  - and 
,- C. 

, c o n s t r u c t i o n  of t h e  g e n e r a t i n g  f a c i l i t y ,  and a l l  o t h e r  c o 3 t s  
. 

' i n c u r r e d  by t h e  S e l l e r  and p r o p e r l y  a l l o c a b l e . t o  t h e  a c q u i s i t i o n  ' .  

a n d  c o n s t r u c t i o n  of  t h e  g&n.erat. ing f a c i % i t y  a n d  c a r r y i n g  o u t  and 
. - - - 

pla 'cing t h e  same i n  o p e r a t i o n .  - . . 

- 
A s  used h e r e i n ,  subsequen t  c a p i t a l  e x p e n d i t u r e s  s h a l l  mean . ; 

.. - . . 

a l i  expend i t u f  es p a i d  or i n c u r r e d  by. s e l l e r  s u b ~ e q u e n t  t o  t h e .  , , 

. . . . . .  

commencement .of' t h e  term of ' t h i s  C o n t r a c t  and c a p i  t aP  i . z ed  o n  t h e  . 

books of Sel ler . '  

Payment by PUBLIC SE'WICE t o  S e l l e r  of t h e  annua l  r e n t a l  

cha rge  s h a l l  be made i n  e q u a l  q u a r t e r l y  amounts on o r  be£ o r e  t h e  

l& t  day o f  March, J u n e ,  ~ e p t e m ' b e r  and December. I n  t h e  e v e n t  

t h e  term of t h e  l e a s e  commences on a  day  othe'r t h a n  t h e  f i r s t  day  - '  

of a  c a l enda r  qua r t e r , '  such r e n t a l  charge  s h a l l  be p r o  r aked  
- .  

.8 

. . . 
. .  . . . 

. . 
. . .  

, .  . . . . . . . . . . . 
- - - - - 



a c c o r d i n g l y .  I n t e r e s t  s h a l l  a c c r u e  t o  S e l l e r  at' a r a t e  of 1 1/2% 

per  month f  ram and af ter  t h e  d u e ,  d a t e  on t h e  amount of any 

payments n o t  made w i t h i n  t w e n t y  d a y s  of t h e  due d a t e .  

ARTICLE . Ccmpensat ion  f o r  C a p a c i t y  

I f  a t  any  t i m e  d u r i n g  t h e  term of t h i s  C o n t r a c t ,  t h e  

e x i s t e n c e  and o p e r a t i o n  o f  S e l l e r 1  s g e n e r a t i n g  f a c i l i t y  e n a b l e s  

PUBLIC SERVICE to d e f e r  a d d i t i o n s  t o  i t s  s o u r c e s  of g e n e r a t i n g  

, c a p a c i t y ,  t h e n  PUBLIC SERVICE a g r e e s  t o  c m p e n s a t e  S e l l e r  f o r  t h e  
. . 

c a p a c i t y  c o n t ~ i b b t i o n  'made by S e l l e r v  s g e n e r a t i n g  f a c i l i t y ;  

Se l ler  s h a l l  be e n t i t l e d  t o  s u c h  c a n p e n s a t i o n  upon t h e  o c c u r r e n . c e  

of one  or more of t h e  f o l l o w i n g  e v e n t s :  

a. PUBLIC SERVICE p l a c e s  i n t o  s e r v i c e  new g e n e r a t i n g  

-- c a p a c i t y .  ( w i t h  t h e  e x c e p t i o n  of  . t h e  c u r r e n t  . . 
. . . - -. - 

c o n s t r u c t i o n  program o f  PUBLIC SEEIVICE); - . . 

9 -r.-.. .- -L. - ...-- ; 4- 
b, PUBLIT-SERVICE p u r c h a s e s  a n  o w n e r s h i p  i n t e r e s t  i n  :a 

power gener  a k i n g  . f a c i l i t y  i n  ser v i c e  ( w i t h  t h e  
. . 

e x c e p t i o n  of  c u r r e n t  contractua~'"arrangements) . ;  . . .  . . 

c, PUBLIC SERVICE e n t e r s  i n t o  a  power p u r c h a s e  a g r e e m e n t  

f o r .  f i r m  power i n  which a  c a p a c i t y  c h a r g e  i s  i n c u r r e d  . 
Y .  . . 

('with t h e  e x c e p t i o n  .of c u r r e n t  ' " c o n t r a c t u a l  
. . . .. . 

. . a r rangements ) . ;  o r  . . .. . . . . 



1 t *.:* 
., 

d. PUBLIC SERVICE has  a  lower  r e s e r v e  m a r g i n  t h a n  is 

r e q u i r e d  by  N e w  England Power  P o o l  ("NEPOOL") under  

t h e  N e w  Eng land  Power.Poo1 Agreement  d a t e d  as of 

Sep tember  1, 1 9 7 1 ,  and' i n c u r s  NEPOOL c a p a c i t y  ' 

def  ic i  ency c h a n g e s  

A t  s u c h  t i m e  as one  or more of  t h e  a b o v e - d e s c r i b e d  e v e n t s  

o c c u r s ,  PUBLIC SERVICE s h a l l  g i v e  S e l l e r  prompt w r i t t e n  n o t i c e  

t h e r e o f  and s h a l l ,  mmmencing w i t h .  t h e  month n e x t  s u c c e e d i n g  s u c h  

e v e n t  .and c o n t i n u i n g  f o r  t h e  r emain ing  t e rm of t h i s  C o n t r a c t ,  

c o m p e n s a t e  S e l l e r  o n . . t h e  b a s i s  of t h e  capacity q o n t r i  b u t i o n  made 

. . by S e l l e r l . s  g e n e r a t i n g  f a c i l i t y .  The ' c a p a c i t y  o f  Se l l e r '  s 
.. . 

g e n e r a t i n g  f a c i l i t y  s . h a l l  be d e t e r m i n e d  by u s i n g  t h e  me thod .  

o u t l i n e d  i n  t h e  NEPOOL p u b l i c a t i o n  e n t i t l e d ,  "I n s t r u c t i 0 n . s  f o r  

P e r i o d i c  C a p a b i l i t y  A u d i t  T e s t s  of NEPOOL G e n e r a t i n g  U n i t s , "  or, 
a 

i f  s u c h  p u b l i c a t i o n  is n o t  t h e n  i n  e x i s t e n c e ,  w h a t e v e r  m e t h o d ' o f  . . 

d e t e r m i n i n g  c a p a c i  t y  coritri b u t i o n  . i s  commonly used-  a t  s u c h  t i m e . .  
- 

The p e r  k i l o w a t t  v a l u e  of t h e  c a p a c i t y  s h ' a i l  be e s t a b l i s h e d  by 
. . 

d e t e r m i n i n g  t h e  cost a v o i d e d  by PUBLIC SERVICE. . I f  t h e  a v o i d e d  . . 

. - c o s t  is an  ' i n c r e m e n t  of G r c h a s e d  or PUBLIC SERVICE-built 
. . 

.. g e n e r a t i n g  capaci t y '  as d e s c r i b e d  i n  a. o r  .'.b, above, t h e n  t h e  
. . . .. = . - ,.i . . 

' m o u n t  of c a n p e n s a t i o n  s h a l l  be e q u a l  t o  t h e  a n n u a l  a v o i d e d  c o s t ,  

. - - i. e. , t h e  t o t a l  c a p i t a l  ms t  of  such  c a p a c i t y  times t h e  t h e n  

c u r r e n t  f i x e d  ' c h a r g e .  r a t e  o f  T'-3;; 2 S Z ? L ~ I ~ , .  .. . 
. . 

C a p a c i t y  payments  by PUBLIC SERVICE to S e l . l e r  s h a l l  be made-.:' 

i n  e q u a l m o n t h l y  i n s t a l l m e n t s  on  t h e  sane t e r m s ,  and c o n d i t i o n s  as 

. t h e  r e g u l a r  b i l l i n g  d e s c r i b e d  i n  A r t i c l e  8 above .  



A RTI CLE . TERMINATTON 

I f  a t  any time, d u r i n g  t h e  term of t . h i s  C o n t r a c t ,  PUBLIC 

SEW1 CE f a i l s  to  make .any payment i n  f u l l  when due and s u c h  

f a i l u r e  i s  n o t  cured, w i t h i n  90 d a y s  a f t e r  w r i t t e n  n o t i c e  t h e r e o f  

s h a l l  have. been g iven  by S . e l l e r  t o  PUBLIC SERVICE, t h e n  and i n  

any s u c h  case S e l l e r  may t e r m i n a t e  t h i s  C o n t r a c t  f o r t h w i t h  by 

d e l i v e r i n g  a w r i t t e n  n o t i c e  of t e r m i n a t i o n  t o  PUBLIC SERVICE. In 

: . < .  . t h e  e v e n t  of such te r in , ina t ion ,  a l l  o o n t i n u i n g  o b l i g a t i o n s  of t h e  
' I '. . 9 

' p a r t i e s  s h a l l  . c e a s e f o r t h w i t h ,  e x c e p t  t h e  o b l i ' g a t i o n  o f  P ~ L I C '  : 

, SERVICE and S e l l e r  t o  indemni fy  e a c h  o t h e r  w i t h . r e s p e c t . t o  c l a i m s  

d r i s i n g  p r i o r .  t o .  such  t e r m i n a t i o n  and t h e  o b l i g a t i o n  of PWLIC. . 
. . 

, S E N I C E  to make f u l l  p y m e n t  f b r  power d e l i v e r e d  by S e l l e r  t o  
. 

PUBLIC SERVICE. th rough  s u c h  d a t e  of t e r m i n a t i o n .  

AwICLE . . TEST POVER ' 

- PUBLIC SERVICE ' ag ree s  to  , p u r c h a s e  a l l  test  power by 

S e l l e r t  s ' g e n e r a t i n g  f a c i l i t y  p r i o r '  t o  t h i ; k ~ m r n e n c ~ ~ n t  ..- of t h e  . . 

-. . . .  - 
- I -  .- . . . - - - ' . - - . - - -  - .-.A .......... . . . . . .  . . 

t'erm 'oi this c o n t r a c t  a t  Che r a t e  t h e n  i n  e f f e c t  as' e s t a b l i s h e d .  

by t h e  N e w  Hampshire P u b l i c  u t i l i t i e s  Commission f o r  q u a l i f y i n g  
. , 

s m a l l  ,power producers ,  p rov ided  t h a t  i1.l meter ing ,  ' 

. ! 

, i n t e r ~ o n n e c t i o n  and p r o t e c t i o n  . . e q u i  pnent  as s p e c i f i e d  h e r e i n  h a s  . . 
..... . . 

.been p r o p e r l y  i n s t a l l e d  by Se l le r . .  . . . .  



PuMk Service of New Hampshire 

#UTE0 F E 9 13 6 1984 &&I 
<u .' C6 P ~ I  

d )  Rnn~toor Con' 

. $Pix-3 bc 

February 6, 1984 
*. 

M r .  Ross McEacharn, 
NEPEX 
174 Brush' B i l l  Avenue 
West S p r h g f i e l d ,  MA 01089 

, Subjec t  -Furchased  Rydro, Penacook Lower F a l l s  . 
Dear Ross: 

Pub1i.c Service Company of New Hampshire i s  adding t o  i t s  hydro c a p a c i t y  
2.5 MW purchased hydro from New Hampshire Hydro Assoc ia tes ,  Penacook Lower 
F a l l s  S ta t ion .  This  a d d i t i o n  w i l l  i nc rease  PSNHts hydro capac i ty  from 6 5 . 5  
t o  68.0 MW. , . 

Penacook Lower F a l l s  w i l l  be aud i t ed  i n  accordance wi th  NEPEX Audit 
Procedures p r i o r  to  the  end of the  1983-84 winter  a u d i t  per iod .  

Enclosed a r e  t he  fol lowing forms and support  da t a .  

-NX-3 - Notice of change i n  NEPOOL Claimed Capabi l i ty .  
NX-12C - Eydro S t a t i o n ,  Data. 
S t a t i o n  Log' - Support ,Data. 

S i n c e r e l y  yours ,  

Herber t  S. Slatturn 

Enclosures  

cc: E. J. Glofka - NEPEX 
W: A. Harvey - PSNH , 

R. S. Johnbon - PSNH 



NOTICE OF CHANGE IN NEPOOL CLAIMED CAPABILITY 

Com~anv Public Service of New Ham~shire - 
aT :--a Station'. , Yenacook Lower F a l l s  - Purchased Hydro .. 

Unit 

I.  NEW UNIT 
Date of Commercial Operation February 1, 1984 

Claimed capability For Public Service Company of New Hamps 
. 

. Summer 
Normal , Maximum 

Winter 
.~ormaf '. Maximum 

2.5 Mw - .2.5 , . 2.5  .m - , 2.5 KW. 

. . Nameplate Rating ' 4,,000 , KW 
. .  or 

4,444 KVA end .9 Power Factor 
. . . 

2 .  RETIREMENT 
~ffect'ive Date .of Retirement 

.Nameplate Rating .. . ' KW . . 
or 

KVA and Power Factor 

3 .  RERATING 
. Effective Date of Rerat ing 

Claimed Capability . . 

Summer , Winter ' 

Norma 1. Maximum Normal Maximum 

OLD M W '  . MW OLD MW KW 

NEW MW KW HEW MW MW 

4 .  COMMENTS 
C a ~ a b i l i t v  of this unit  added t o  PSNH capabil i ty as purchased hydro e f f e c t i v e  
February 1 .  1984. Penacook Lower F a l l s  s ta t ion  i s  located on the Contoocook 
1 

Date This F O ~  Submitted January 30, 1984 

By' (Signed) Herbert S.. Slattum . 

SEND, COPIES. OF THI'S FORM TO. THE FOLLOWING: 

Ross ~c ~ a c h a r n  - New ~ n ~ i a n d  Power Exchange .. 

174 Brush 'kill Avenue, West Springfield, Massachusetts.01089 
. . 

E. J. ~ i o f k a  -' New England, Power Exchange 
1'74 Brush Hill Avenue, West  Springfield, Massachusetts 01089 



8 ,  

r , . NEPEX 'F0R.M NX-12 C 
, 

I r 

Hydro S t a t i o n  Da ta  
(PURGHASED HYDRO) 

NEW HAMPSHIRE . PSNH PENACOOK LOWER FALLS 
S a t e l l i t e  . . . Company .. Plant 

Summer , W i n t e r  U n i t  No. 

1; Low L i m i t  . 3  M W N e t  .3 PlW N e t  1 Unit 

2.  Low Re 'gula t ion  L i m i t  N A  t4W NET N A MW Net NA 

3. Normal N e t  ~ a p ' a b i l i t y  . ' 2 . 5  M W N e t  2 . 5  MW N e t  

4 .  b1.1aximum N e t  C a p a , b i l l t y  2.5 . MK N e t  , 2 .5  N e t  

5. ~ e s p o n s e  R a t e s  Manual C o n t r o l .  N A M W / M i n .  

Automat ic  C o n t r o l  NA b1W / M i n  . 
. UNIT . I $  POND CONTROLLED 

6 .  Nonsynchronized  
Reserve . .  C a p a c i t y  10-mini. NA llV1 3 0 - M i n .  NA I.lw 

7 .  Capab le  o f '  Motor ing  Yes. NA . NO X 

8.. ~ e a e t k ~ e  ~ $ ~ a b i l i t ~  - W A R  RANGES 
. .  . Ilax . MVARS Min . ,bNARS Max. W A R S  

1-lode o f  Ope-ra t i o n  tJe t IuIW Lagqinq L a g g i n g  Leadinq 

. Min Load Gen. N A N A N A NA 

' Ha.lf Load Gen. N A . . NA N A NA 

~ h r e e - q u a r t e r  
Load Gen. . NA N A N A NA 

Full Load Gen. N A N A NA. NA 

Plot o r in.g . . N A  . N A N A 

.. Pumping NA . NA ' N A 

9.  14an.ning S t a t u s '  and ~ a b o r  Charge-s ' . 

F u l l y  'Flanned , NA P a r t i a l l y  .Manned . NA ' Unmanned X. 

 ours' U n i t  Not Manned Labor  C h a r g e s  .: $/HR 

To . NA weekdays from , NA N A 

S a t u r d a y s  From NA To N A N A 

Sundays  -From . . NA .NA 

NA Hol idays .  From NA ' To NA: 

10. D a t a ' . R e v i s i o n  No. 1 D a t e  P r e p a r e d  1/30/84 BY H. Slattum 

Reques t ed  E f f e c t i v e  D a t e  February 1, 1984 

* Denotes  d a t a  items change'd t h i s  revision. 
. , . . 

EKN: jmp 
8/26 . /82  . 

... ' 
. .  .' ------- ~ 



NHHA (LA\- IlGxmGS) 
DAILY TOTALS 

DATE:. JAN 3 1 CUMMULATIVE MONTHLY TOTAL /= 27.5 44 



Historical IS0 New England Capacity Market Clearing. Prices 





1/1/2005 $120 
2/1/2005 $700 
3/1/2005 $400 
4/1/2005 $175 
5/1/2005 $50 
6/1/2005 $100 
7/1/2005 $260 
8/1/2005 $225 
9/1/2005 $21 0 

10/1/2005 $1 10 
11/1/2005 $110 
12/1/2005 $0 
1/1/2006 $1 00 
2/1/2006 $50 
3/1/2006 $10 
4/1/2006 $10 
5/1/2006 $0 
6/1/2006 $100 
7/1/2006 $1,200 
8/1/2006 $400 
911 12006 $490 

10/1/2006 $260 

$480 
$2,800 
$1,600 

$700 
$200 
$400 

$1,040 
$900 
$840 - 
$440 
$440 

$0 
$400 
$200 
$40 

P 

$9,840 

1 1/1/2006 

Total 4/98 - I112006 

$40 
$0 

$400 
$4,800 
$1,600 
$1,960 

$12,000 

$474,852 



Public Service of New Hampshire 

: May 14, 1990 

Mr. Tom Tarpey, President 
Essex Hydro Associates 
114 State Street 5th Floor 
Boston, MA 02109 

Subject: Penacook Lower (SESD #055) 
Front-End Loading Computation 

Dear Tom: 

Enclosed as you requested are the front-end loading computations 
for the Penacook Lower Hydro Project based on an annual interest rate of 
17.61%. As we discussed earlier, after you have a chance to review the 
information, we should get together with Bob Winship to work out the 
changes, including any front-end loading,buyout, that may be necessary for 
both 9 cent contracts. 

Currently PSNH is in the midst of a transition period due to the 
pending merger-acquistion by Northeast Utilities, and the policies and 
responsibilities of the combined companies are yet to be clearly defined. 
This situation will probably effect how quickly we can make any contract 
changes for your project. 

If you have any questions regarding this information, please feel 
free to contact me at extension 2314. 

Sincerely, 

S. B. ~ickdr, Jr. 
Manager 

Supplemental Energy Sources 

1000 Elm St., P.O. Box 330. Manchester. NH 03105 . Tele~hone 16031hh9-A000 TWX 71n7707595 
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Appendix D-1 
Analysis of PSNH Attachment D 

Attachment D to PSNH's June 15,2007 Memorandum consists of a May 14,1990 
letter fiom PSNH to Essex Hydro (a general partner of NHHA) concerning a possible 
buyout. In such a buyout, NHHA would compensate PSNH for the value of the fiont-end 
loading of payments under the contract in exchange for being able to sell NHHA's output 
to other buyers. 

The three-page spreadsheet accompanying the May 14 letter shows how PSNH 
analyzed the NHHA project. This Appendix provides a column by column description of 
the components shown in the spreadsheet. The text of this Memorandum explains how 
the spreadsheet is consistent with NHHA's position in this Docket. 

Column A: This column shows the installed capacity by month. Since the project 
came on-line in late September 1983, the entries are zeroes until that month and 4000 kW 
thereafter. 

Columns B and C: These columns are all zeroes, listing the PUC Audit Capacity 
and Peak Reduction Factor. The zeroes in Column B are consistent with the conclusion 
that NHHA was not selling or receiving credit for its capacity.. 

Column D: This column, entitled "Avoided Cost (All) Marginal (CIKWH)" 
shows that the rate against which PSNH was comparing the NHHA actual payments was 
8.00 cents per kWh. Since the actual payments began with generation in September 
1983, the entries before that month are 0.00. Note that these entries are all in a cents per 
kWh basis. NHHA's understanding is that term "all" means "all hours" and the 8.0 cent 
rate was the then approved 30-year levelized avoided energy cost. 

Column E: "Avoided Cost Rates (Cap) Marginal ($'s/kW-yr)" has entries of 0.00 
in all months. This is consistent with NHHA's position that it was not selling or 
receiving credit for capacity. 

Column F: This column shows the actual generation in kWh for each month. 
Since the project started generating in late September 1983, entries begin in October 
1983. 

Column G: Column G shows the actual payments made by PSNH on account of 
generation in each month. The entries are the product of Column F actual generation and 
the 10 cent per kwh rate that PSNH paid to NHHA during the first years of the contract. 

Columns H through L: These five columns calculate the excess balance between 
what NHHA was actually paid and what NHHA would have been paid if it had been paid 
at the 8.0 cent rate shown in Column D. These columns produce a buy-out price of 
$4,746,368 shown on the third page of the spreadsheet. The derivation of this number is 
explained by looking at each of the five columns as follows. 



Column H: Column H is the product of actual generation (Column F) and the 
avoided cost energy rate (Column E). 

Column I: This column is the difference between what NHHA was paid (Column 
G) and what NHHA would have been paid at the 8.0 cent rate (Column H)> 

Column J: This column picks up the entries for Column L in the previous month 
including principal plus interest accrued to the end of the previous month. 

Column K: Column K calculates the current month's interest at the rate of 
1.3609% monthly (see upper right comer of spreadsheet) on the balance shown in 
Column L for the previous month. 

Column L: This column sums the entries for Columns I, J, and K. It shows the 
total amount of PSNH's computed excess balance including interest. Please note that 
capacity value is included in any component of the calculation shown. 

Columns M through P: These four columns show an alternative method PSNH 
used to calculate its excess payments to NHHA. The third page of the spreadsheet shows 
that PSNH used this method to estimate an excess payment of $6,438,355. Again, a 
discussion of the individual columns follows: 

Column M: This column shows PSNH's actual historical marginal energy costs 
rounded to the nearest hundredth of a cent. 

Column N: This column shows "PSNH's Short Term Cap Cost" on a $/kW-year 
basis. The entries start at $36.00 and increase to $47.00 starting in May 1987 and then to 
$75.00 starting in November 1988. NHHA thinks that these were the applicable 
NEPOOL capability deficiency charges for those periods. 

Column 0: Column 0 is entitled "Payment if Marginal Rate." The entries 
shown are the product of the actual generation (Column F) and the marginal energy rate 
(Column M). Small differences between the product of Columns F and M and the entries 
in Column 0 appear to be due to rounding in Column M. The capacity information in 
Columns N and A is not included in the calculations used to produce the entries in 
Column 0. 

Column P: Column P calculates the differences between the amounts in Columns 
G (actual contract rate) and 0 (actual marginal rate as calculated by PSNH). Interest is 
not included in the Column P amounts as noted in the heading. 

To the right of Column P, monthly and annual plant factors are calculated. These 
data are not used directly in any of the calculations in Columns A through P. 



SMALL POWER PRODUCER GENERATION 

4\UJ'''2e, 
B= = P~&IicSewjice eijff of New Hampsbjz-e 

Penacook Lower Falls . 

SESDb 055 
Billing Period: December 2006 

N2w Hampshire Hydro Assoc invoice Date 01103/2007 
C/O Essex Hydro Assoc. Expected Payment Date 01/25/2007 
55 Union Street 4th Floor Account # 8808160 
Boston. MA 021 08 Tel # 61 7-367-0032 

Fax # 61 7-367-3796 

Delivery Period: 12101/2006 through' 01/02/2007 

Enerqv Component: 
Meter Readings 

Total 
Present Reading 17,921 

Previous deadinq 1 7,057 
Dtfference 8 64 

Multiplier - 3,500 
Total 3,024,000 

Energy Rate'Calculations 

. . 
Energy (Kwhrs) 

Total Kwhrs 3,024,000 

Total Kwhrs Delivered I 3,024,000 I 

Rate 

Energy Payment I $ 106,747.20 1 

~djustments 
Translation Fee 

-~ ~ 

TOM payment Due r $ 106,747.20 1 
Notes - .- None. 

Date: / 7 / u 1  

Please Approve and Submit this Invoice to: Danielle Martinew 
PSNH, PO Bbx 330 

Manchester, NH 03 105-0330 ! .p mx 
0 Y 

Please contact Diane Cecchatti a t  PSNFI 1603-634-2eBSl FAX lfiO3-F;34-2d49) with auestions. 




