DE 00-148

NEW ENGLAND POVWER COMPANY
Petition for Long Ter m Debt
Order Approving Settlement Agreenment

ORDER NO 23,716

June 1, 2001
BACKGROUND

On July 14, 2000 New Engl and Power Company (Conpany)
filed a petition seeking: a) approval for an extension of
authority to issue up to $300 mlIlion of new |long term debt;
and b) an approval of |long term debt pursuant to one or nore
| oan agreenents in connection with the refunding of pollution
control revenue bonds. An Order of Notice was issued and a
preheari ng conference was held on August 22, 2000. As a
result of that prehearing, Order No. 23,552, dated Septenber
11, 2000, was issued, approving a dual procedural track for
the two unrelated financings.? The order also provided an
extensive procedural history and the initial positions of the
Parties and Staff.

The Commi ssion issued Order No. 23,447 on Septenber

25, 2000 approving the pollution control revenue bond

IThe first financi ng sought to increase long termdebt froma previously
approved amount up to $300 million, which debt could be in the formof bonds,
notes, or debentures. The second financing addressed the refunding of certain
short-termpol lution control revenue bonds (PCRBs) with |long-term PCRBs. The

PCRB fi nanci ng sought approval by Septenber 28, 2000.
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refundi ng, subject to the Conpany receiving a sim/lar approval
fromthe Massachusetts Department of Tel ecommunications and
Energy Departnment. The Order granted authority for the
Conpany to issue and sell $38,500,000 in long term Pollution
Control Revenue Refunding Bonds with a maturity date of
Cct ober 15, 2015 and an interest rate ceiling of 8.00% for
bonds with a fixed rate and 11.00% for bonds with a variable
rate.

The financing relating to the Long-Term Debt has not
yet been addressed by this Comm ssion, nor has the notion for
confidential treatnment, submtted on Septenber 8, 2000,
relating to the Conpany’s responses to Data Requests 1-6 and
1-14. This order addresses both matters.

The Conpany filed a nodified financing request on

January 3, 2001. The nodification reduced the anpunt for

whi ch long-term debt authority was requested from $300 million
to $100 mlIlion. Previously, long-termdebt in an anmount not
in excess of $100 million was approved by the Comri ssion in

Order No. 22,982 2 (July 28, 1998) for the purpose of meking

2 order NO 22,982 approved a request by New Engl and Power Conpany (NEP)
for authority to transfer its New Hanpshire hydro electric facilities in a
proposed transaction with USGen New Engl and, Inc. pursuant to which NEP agreed
to sell substantially all of its non-nuclear generating assets. The O der
al so addressed NEP's petition to issue up to $100 mllion in |ong-term debt
through the year 2000 to fund “trigger paynents” to USGenNE under the Purchase
Agreenent. According to NEP, these paynent obligations will arise upon the
occurrence of certain events such as the assignment or nodification of NEP's
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trigger paynents pursuant to the | PP Contract Transfer
Agreenent (“1I PP Transfer Agreenment”) with PG&E (formerly
USGenNew Engl and, Inc.).

The Commi ssion granted the authority to issue up to $100
mllion of long-term debt through Decenber 31, 2000, finding
t he proposed borrowi ng reasonable and in the public good.

The current nodified petition asks that the
Comm ssion grant authority for the facility through Decenber
31, 2004. The Conpany al so represents that the decrease from
the original $300 mllion to $100 mllion is a result of its
determ nation that the |ikelihood of making trigger paynents
under the I PP transfer agreenent has been reduced.

On April 18, 2001, Staff submtted a Menorandum of
Under st andi ng (MOU) between the Conpany, the Ofice of
Consunmer Advocate, and Staff purporting to resolve this
mat ter.

1. MEMORANDUM OF UNDERSTANDI NG

The MOU describes the restructuring settl enent
agreenent approved by the Commi ssion in Order No. 23,401
(1998) relating to the restructuring of Granite State Electric

Conmpany (NEP' s affiliated New Hanpshire Utility). The

pur chase power contracts.
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restructuring order was referred to as it indicated in the
Whol esal e Stipul ation that “Econom ¢ buyout paynments shall be
recovered...to the extent that current recovery does not
increase rates to custoners above the |evel that would have
been incurred absent the disposition of the |Iong term power
supply contract.” The section was clarified by the MOU so
that the Parties and Staff could agree upon terns for which
the petitioned-for financing could be procured.

The Parties and Staff agreed that the MOU shall *“be
interpreted to prohibit the recovery of any unrecovered
portion of an econom ¢ buyout paynent...nmade pursuant to the
PPA (I PP) Transfer Agreenent after the date that the recovery
of the specific long-term power supply contract paynents
t hrough the contract term nation charge woul d have ot herw se
ceased, i.e. January 31, 2008...." The Parties and Staff
al so agree that the term of any debt issued pursuant to this
request shall not exceed a period of 10 years and the interest
rate of the debt shall not exceed 250 basis points in excess
of the current interest rate of 10 year United States Treasury
notes at the tinme the debt is issued. Additionally, the
Conpany agreed to provide Staff, within three business days,
any material filed in Massachusetts regarding the financing

approval, and that any order of this Conmm ssion granting the
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authority “shall not be effective until NEP has received all
necessary regul atory approvals for the proposed issuance of

debt fromall states that are required to grant such

regul atory approvals. “Finally, the Conpany agreed that it

“shall be bound by the nobst restrictive regul atory approval

received fromany state comm ssion....’

I11. COVM SSI ON ANALYSI S
A. Modtion for Confidential Treatnment

The Conpany requests confidential treatment for
mat erial provided in response to data requests 1-6 and 1-14.
The Conpany all eges that the information contained in these
responses is comercially sensitive and that its disclosure
woul d adversely affect NEP's “ability to negotiate trigger
payments with individual PPA contract suppliers.” The Conpany
al so alleges that the harmresulting from public disclosure is
out wei ghed by the benefit of maintaining the confidentiality
of the responses.

We find that this information is commercially
sensitive and, if released, could ultimately cause harmto the
Conpany’s ratepayers. Based on the Conpany’s representations,
and there being no objection fromany other party, under the

bal anci ng test we have applied in prior cases, e.g., Re NET
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(Auditel), 80 NH PUC 437 (1995), Re Eastern Utilities
Associ ates, 76 NH PUC 236 (1991), we find that the benefits of
non-di sclosure in this case outweigh the benefits to the
public of disclosure. The information, therefore, is exenpt
from public disclosure pursuant to RSA 91-A: 5,1V and Puc

204. 06.



DE 00- 148

-7-
B. Extension of Authority to Issue $100 MI1lion Debt

We believe the nodified request and the terns
reached in the MOU are reasonable. The Conpany has agreed to
cap the interest rate at 250 basis points in excess of the 10
year United States Treasury note. The Conpany has al so agreed
to nmake any issuance conditional upon the nost restrictive
regul atory approval and in no instance shall it exceed the
terms of authorization contained within the MOU entered into
with Staff and the OCA.

The Agreenent the Conpany entered into with Staff
and the OCA secures benefits for New Hanpshire custoners. The
provi sions of the contract term nation agreenent between
Granite State and NEP assure that the making of trigger
payments will not result in increased contract term nation
charge paynments. Additionally, the MOU ensures that the
interest rate on the new debt for trigger paynents is no
greater than any applicable return on the contract term nation
char ge.

Subj ect to the conditions in the MOU Agreement, we
find that granting NEP authority to issue up to $100, 000, 000
to be consistent with the public good. Our approval is
condi ti oned upon the Conpany securing authorization from al

other states that are required to grant such regul atory
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approval s.

Based upon the foregoing, it is hereby

ORDERED, that New Engl and Power Conpany is
aut hori zed, subject to obtaining regulatory approvals from al
ot her necessary entities, to issue not in excess of $100
mllion of long-term debt through Decenber 31, 2004 as set
forth in this order; and it is

FURTHER ORDERED, that NEP' s request for
confidentiality is granted.

By order of the Public Utilities Comm ssion of New

Hanmpshire this first day of June, 2001

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Claire D. DiCicco
Assi stant Secretary



