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THE STATE OF NEW HAMPSHIRE 

PUBLIC UTILITIES COMMISSION 

 

DG 11-040 

 

National Grid USA et al Joint Petition 

for Authority To Transfer Utility Ownership 

To Liberty Energy Utilities Co. et. al. 
 

COMMENTS OF OUTLAND ENERGY SERVICES, LLC 

 

On March 4, 2011, National Grid USA, National Grid NE Holdings 2 LLC, Granite State 

Electric Company d/b/a National Grid ("Granite"), EnergyNorth Natural Gas, Inc. d/b/a National 

Grid NH ("EnergyNorth") (collectively, "National Grid"), Liberty Energy Utilities Co. (“Liberty 

Energy”), and Liberty Energy Utilities (New Hampshire) Corp. ("Liberty Energy NH") filed with 

the New Hampshire Public Utilities Commission ("Commission") a joint petition for authority to 

transfer ownership of Granite and EnergyNorth to Liberty Energy NH for cash in accordance 

with separate stock purchase agreements and pursuant to RSA 374:30 and RSA 374:33.  

Granite, a wholly owned direct subsidiary of National Grid USA, serves approximately 

43,000 electric customers in southern and western New Hampshire. EnergyNorth, also wholly 

owned by National Grid USA, serves approximately 86,000 gas customers in southern and 

central New Hampshire and in Berlin. Liberty Energy NH, formed for the purpose of acquiring 

ownership of the stock of Granite and EnergyNorth, is a wholly-owned, indirect subsidiary of 

Algonquin Power and Utilities Corp. (“Algonquin”), a publicly traded Canadian corporation with 

power generation and regulated utility services business units. According to the petition, 

Algonquin has been doing business in New Hampshire since 1998 when it began acquiring the 

first of its eight New Hampshire hydroelectric facilities.  
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The petition raises, inter alia, issues related to the effects of the proposed transaction on 

the rates, terms, safety, reliability, and operations of Granite and EnergyNorth; whether the 

proposed transaction is lawful, proper and in the public interest and for the public good, and 

should be approved; and whether the other requested regulatory approvals should be granted. 

Outland Energy Services, LLC (“OES”) is a Minnesota-based provider of operation and 

maintenance services for utility-scale wind projects.  OES submits these comments for the 

consideration of the Commission. 

The Commission Should Carefully Review the Potential Effect of the Financial 

Condition of Algonquin and its investments on ratepayers  

If the petition is granted, New Hampshire ratepayers will be trading the stability of their 

utility being part of a company that is owned by “one of the largest investor-owned energy 

companies in the world”
1
 for a company with a balance sheet a mere fraction of the size of 

National Grid’s. For 2011, National Grid reported an adjusted operating profit of approximately  

$5.7 billion.  For 2010, the most recent year posted on its web site, Algonquin reported adjusted 

net earnings of approximately $20 million, a mere 1/3 of 1 percent of National Grid’s. 

The creditworthiness of the parent of a utility company has an effect on the way the 

financial markets view the subsidiaries of that parent.  A less financially secure group will have a 

higher cost of capital.  The higher cost of capital would result in a higher cost of capital of the 

                                                           
1
 See, www.nationalgrid.com 
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subsidiaries. The higher cost of capital of a less stable group would result in less availability to 

capital and higher rates for ratepayers because the ratepayers will be required to fund the higher 

cost of capital of the utility. 

In the case of a relatively small group, there also may be limitations on the group’s ability 

to access the capital markets.  As a result, the investments or other acquisitions of the group, 

whether regulated or nonregulated, may have a direct effect on the ratepayers of regulated 

utilities.  Moreover, because of such a limitation, there may likely be an internal competition 

within the group itself for the allocation of the access to the capital markets. 

The Commission should review carefully the potential short-term and long-term impact 

of both Granite and EnergyNorth being part of the Algonquin group as opposed to National Grid. 

 Such a review seems increasingly warranted in light of Algonquin’s newest announced 

transaction.  On March 9, 2012, Algonquin announced an acquisition of four wind projects in the 

United States.  The transaction is described in Attachment 1, which was published by Algonquin. 

Algonquin announced that it was acquiring approximately 480 megawatts (“MW”) of wind 

projects in the United States from Gamesa, which is a Spanish wind turbine manufacturer.  The 

total consideration announced is approximately $888 million or $1.85 million per MW.   That 

price is significantly higher than other recently reported transactions.  For example, Minnesota 

Power has stated to the Minnesota Public Utilities Commission that its most recent wind projects 

will cost approximately $1.495 million per MW.
2
 

                                                           
2
 See, Petition of Minnesota Power for approval of the Bison 2 wind project in Docket No. 11-234, at p. 7, which is 

available at 

https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId={F9745

683-575C-46AC-A535-CE03FE92E199}&documentTitle=20113-60580-02 ; See, Petition of Minnesota Power for 

approval of the Bison 3 wind project in Docket No. 11-626, at p. 7, which is available at 

https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId=%7bF9745683-575C-46AC-A535-CE03FE92E199%7d&documentTitle=20113-60580-02
https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId=%7bF9745683-575C-46AC-A535-CE03FE92E199%7d&documentTitle=20113-60580-02
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The $888 million price of the Algonquin transaction is approximately 24% higher on a 

per MW basis, or $170 million higher overall than the Minnesota Power transaction.   The 

Commission should review the potential effect that acquisitions such as those may have on the 

Algonquin group, and its subsidiaries, and the potential ripple effect to the ratepayers of Granite 

and EnergyNorth.  If the projects are overvalued, then that overvaluation would potentially have 

a negative effect on Algonquin and all its subsidiaries including Granite and EnergyNorth.  New 

Hampshire ratepayers should not be put in the position of potentially paying higher rates due to 

higher cost of capital from what some might call Enron-type market risks. 

Even if the projects are not overvalued, such investments might have an adverse effect on 

Granite’s and EnergyNorth’s ability to raise capital or borrow to invest in reliability or other 

improvements for the benefit of New Hampshire ratepayers.  The internal competition for capital 

within a utility group can adversely affect reliability and other aspects of a utility’s system.  A 

recent example of that in Minnesota is the system of Interstate Power & Light (“IPL”) which 

transferred its transmission assets to ITC Midwest LLC in 2008.  IPL acknowledged that its 

transmission system suffered dramatically due to internal competition for capital because the 

company had the potential for higher returns elsewhere.   

In the case of Algonquin, the Commission should review whether that competition for 

capital will mean that New Hampshire ratepayers might suffer so that Algonquin can take risks 

on wind projects in Iowa and other places.  

There are also other aspects of the Algonquin-Gamesa transaction that may be of concern 

to the Commission and New Hampshire ratepayers.   

                                                                                                                                                                                           
https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId={13D8E

E9C-7B66-43D0-8A8E-BD31B5F2BA96}&documentTitle=20116-63852-02 

https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId=%7b13D8EE9C-7B66-43D0-8A8E-BD31B5F2BA96%7d&documentTitle=20116-63852-02
https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId=%7b13D8EE9C-7B66-43D0-8A8E-BD31B5F2BA96%7d&documentTitle=20116-63852-02
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One of the projects being acquired is the Pocahontas Prairie (“Pocahontas”) wind project, 

which is located in Iowa within the transmission area of the Midwest Independent Transmission 

System Operator, Inc. (“MISO”).  The project is MISO Service agreement 2136.  The Algonquin 

announcement indicates that there currently is no off-take arrangement in place for any of the 

energy that will be generated from the Pocahontas wind project.   

MISO has recently testified in Docket No. ER12-309 at the Federal Energy Regulatory 

Commission (“FERC”) that all of its members have met their renewable portfolio requirements 

for the near future, limiting power purchase agreements.
3
  As a result, the Commission may wish 

to review what potential adverse affect there may be on Algonquin and Granite/EnergyNorth 

from the merchant risk of the Pocahontas wind project.   

There also is another issue with respect to the Pocahontas wind project that may have the 

potential for a ripple adverse effect on Granite and EnergyNorth.   The FERC has recently ruled 

in Docket No. ER12-309 that it is prepared to approve net zero interconnection service (“NZIS”) 

within MISO.
4
   NZIS may have a significant impact on merchant projects, and other projects 

without committed off-takers that assume curtailment and redispatch risk.    

NZIS has the potential to idle projects such as the Pocahontas wind project because of 

curtailment or redispatch. See, Comments of the Electric Power Supply Association (“EPSA”), 

which represents 40 percent of the installed generating capacity in the United States (stating 

                                                           
3
 See, MISO Deficiency Response Letter dated January 30, 2012, Docket No. ER12-309 at pp.2-3, which is 

available at http://elibrary.FERC.gov/idmws/file_list.asp?accession_num=20120130-5318. 

 
4
 See, Midwest Independent Transmission Operator, Inc., 138 FERC ¶61,233 (2012). 

http://elibrary.ferc.gov/idmws/file_list.asp?accession_num=20120130-5318
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NZIS grants “privileged access to existing capacity and potentially requir[es] the redispatch of 

existing customers to address the resulting overloads.”
5
)   

The potential severe adverse effect from NZIS, which was stated by EPSA, is now clearly 

visible on the horizon for projects such as the Pocahontas project.   MISO is planning for the 

displacement of existing projects by the first NZIS project.  In the updated MISO quarterly 

curtailment spreadsheet, MISO is showing this 200 MW NZIS project to have its full capacity 

available to it in the fourth quarter of 2012. The MISO analysis indicates that the first existing 

projects that appear to be a casualty of NZIS are the NextEra merchant projects at Crystal Lake, 

Iowa, which are electrically close to the Pocahontas project.  The 266MW of NextEra Iowa 

projects, which have historically experienced few operating limitations, are projected to be idled 

with their output being curtailed to 0MW.
6
 

The potential impact of NZIS on Algonquin’s investment, and its potential ripple effect to 

the cost and availability of capital for Granite and EnergyNorth should be carefully reviewed. 

Given Algonquin’s small size, even one poor acquisition could have a dramatic ripple effect on 

Granite and EnergyNorth and New Hampshire ratepayers. 

Liberty Energy appears to own an interest in only one other electric utility in the United 

States: California Pacific Electric Company (“CPEC”), a California utility that provides service 

in the Lake Tahoe region.  Liberty Energy acquired CPEC in 2011.  The purchase of CPEC 

appears to have been financed primarily by borrowing against the assets of CPEC itself, which is 

reminiscent of the acquisition schemes used by former junk-bond king Michael Milliken. 

                                                           
5
 See, Protest of the Electric Power Supply Association, November 30, 2011, FERC Docket No. ER12-309 at p.2, 

available at. http://elibrary.FERC.gov/idmws/file_list.asp?accession_num=20111130-5232 

 
6
 See, Comments and Answer of Shetek Wind et al. dated February 21, 2012, FERC Docket No. ER12-309 at pp. 8-

10, available. at  http://elibrary.FERC.gov/idmws/file_list.asp?accession_num=20120221-5205 

http://elibrary.ferc.gov/idmws/file_list.asp?accession_num=20111130-5232
http://elibrary.ferc.gov/idmws/file_list.asp?accession_num=20120221-5205






ATTACHMENT 1 
































