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March 2, 1982 

Mr. Richard A. Normand 
New Hampshire Hydro Associates 
3 Capitol Street 
Concord, NH 03301 

Subject: Long-Term Contract Pricing Provisions 
Penacook Lower Falls Hydro 
~oncord/~oscawen, New Elampshire 

Dear Mr. Normand: 

This is to confirm the meeting held this date concerning contract pro- 
visions for the electric energy Public Service Company of New Hampshire (PSNH) 
is proposing to purchase from your Penacook Lower Falls Hydro Project. 

The pricing provisions proposed by PSNH are as follows: 

1. The contract rate for the first eight (8) contract years will be 11.00 
cents per kilowatthour ($/KWH). This front-end loading rate may, if 
necessitated by your financing experience, be extended for an addi- 
tional one or two years. This ll.OO#/KWH rate exceeds PSNH's contract 
index price by 2.00$/%T- 

2. All payments above the 9.00$/KWH index, during the first eight 
contract years, must be recovered by PSNH during the balance of the 
contract considering the present worth of money. Present worth com- 
putations will be based on PSNH weighted cost of capital (common 
equity, preferred equity, and long term debt), which is presently 
estimated at 17.75 percent. 

3 .  From the ninth through the thirtieth contract years, the rate will be 
the index of 9.00f/W minus the amount necessary for PSNH to recover 
the earlier payments in excess of the index. The contract rates 
during this period may escalate as discussed below. 

4 .  All escalating payments in excess of the index will be determined as a 
percentage of PSNH's incremental energy cost, as discussed in our 
Policy Statement dated November 5, 1981 (copy attached). 



M r .  Richard A.  Normand March 2 ,  1982 

5. The cont.ract . r a t e s  f o r .  t h e  f i r s t  twenty cont rac t  y e a r s  a r e  s u b j e c t  t o  
t h e  fol lowing adjustment.  For t h e  f i r s t  e ight  c o n t r a c t  yea r s ,  
l.OO$/KWH w i l l  be r e t a ined  by PSNH from the c o n t r a c t  r a t e ;  f o r  the  
next  twelve y e a r s  , 2/3#/KWK w i l l  be added to  t he  c o n t r a c t  r a t e .  The 
t o t a l  of s a i d  a d d i t i o n a l  payments, f o r  any given y e a r ,  s h a l l  no t  
exceed one-twelfth (1/12) of the t o t a l  money deducted d u r i n g ' t h e  f i r s t  
e i g h t  c o n t r a c t  years .  

6. A l l  o t h e r  p rov i s ions  of our Policy Statement p r e v a i l .  

7. I f  recovery by PSNH of any r a t e s  paid  i n  excess of our a c t u a l  avoided 
c o s t  is denied by the  N.H. Publ ic  U t i l i t i e s  Commission, con t r ac t  r a t e s  
du r ing  t h e  f i n a l  22 con t r ac t  years w i l l  be reduced accordingly,  con- 
s i d e r i n g  the  p r e s e n t  worth of money, i n  order t o  compensate PSNH f o r  
t h e  l o s s e s .  

We w i l l  p r epa re  a d r a f t  con t r ac t  f o r  your review dur ing  the  next  few 
weeks. 

Very t r u l y  yours,  

i ,  r. <- 
Henry ~ : ~ l & s  
Vice PresidLent 

ams 
Enclosure 

cc: D. N.  M e r r i l l  
J. E. Lyons 


