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New Hampshire Public Utilities Commission 
21 Fruit Street, Suite 10 
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Re: Public Service Company of New Hampshire d/b/a Eversource Energy 
Auction of Electric Generation Facilities 
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Dear Director Howland: 

TDD Access: Relay NH 
1-800-735-2964 

Tel. (603) 271-2431 

FAX (603) 271·3878 

Website: 
www.puc.nh.gov 

Enclosed for filing in the above noted docket, pursuant to Puc 203.02, is an original and six 
copies of the recommendation of J.P. Morgan (JPM), the auction advisor to the Commission, 
concerning modifications to the auction design and process for the sale of the Eversource 
generation facilities. This document is intended to modify in certain respects the auction design 
and process outlined in JPM's filing in this docket on September 12, 2016. The modifications 
have been made to accommodate the participation of municipalities in the auction process. 

These documents will also be transmitted electronically to you and to the service list in the above 
noted docket, pursuant to Puc 203.03 and 203 .11. If you have any questions please do not 
hesitate to contact me at 271-6005. 

Enclosure 
cc: Service List 

Very truly yours, 

F. Anne Ross, Esq. 
General Counsel 
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NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION 

Amendment to the auction design & process filed September 12, 2016 

JP.Morgan 
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Disclaimer 

This presentation was prepared exclusively for the benefit and internal use of the J.P. Morgan 
client to whom it is directly addressed and delivered (including such client's affiliates, the "Client") 
in order to assist the Client in evaluating, on a preliminary basis, the feasibility of possible 
transactions referenced herein. The materials have been provided to the Client for informational 
purposes only and may not be relied upon by the Client in evaluating the merits of pursuing 
transactions described herein. No assurance can be given that any transaction mentioned herein 
could in fact be executed. 

Information has been obtained from sources believed to be reliable but J.P. Morgan does not 
warrant its completeness or accuracy. Opinions and estimates constitute our judgment as of the 
date of this material and are subject to change without notice. Past performance is not indicative 
of future results. Any financial products discussed may fluctuate in price or value. This 
presentation does not constitute a commitment by any J.P. Morgan entity to underwrite, 
subscribe for or place any securities or to extend or arrange credit or to provide any other 
services. 

This communication shall not constitute an offer to sell or the solicitation of an offer to buy, nor 
shall there be any sale of the securities in any state or jurisdiction in which such an offer, 
solicitation or sale would be unlawful prior to registration or qualification under the securities laws 
of any such state or jurisdiction. 

This material is not a product of the Research Departments of J.P. Morgan Securities LLC 
("JPMS") and is not a research report. Unless otherwise specifically stated, any views or 
opinions expressed herein are solely those of the authors listed, and may differ from the views 
and opinions expressed by JPMS's Research Departments or other departments or divisions of 
JPMS and its affiliates. Research reports and notes produced by the Research Departments of 
JPMS are available from your Registered Representative or at http://www.morganmarkets.com. 
JPMS's policies prohibit employees from offering, directly or indirectly, a favorable research 
rating or specific price target, or offering to change a rating or price target, to a subject Client as 
consideration or inducement for the receipt of business or for compensation. JPMS also 
prohibits its research analysts from being compensated for involvement in investment banking 
transactions except to the extent that such participation is intended to benefit investors. 

J.P. Morgan makes no representations as to the legal, tax, credit, or accounting treatment of any 
transactions mentioned herein, or any other effects such transactions may have on you and your 
affiliates or any other parties to such transactions and their respective affiliates. You should 
consult with your own advisors as to such matters. 

JPMorgan Chase & Co. and its affiliates do not provide tax, legal or accounting advice. This 
material has been prepared for informational purposes only, and is not intended to provide, and 
should not be relied on as the basis for making an investment decision nor as tax, legal or 
accounting advice. You should consult your own advisors in respect of any tax, legal or 
accounting matter. 

J.P. Morgan is the marketing name for the investment banking activities of JPMorgan Chase 
Bank, NA, J.P. Morgan Securities LLC (member, NYSE), J.P. Morgan Securities plc 
(authorized by the FSA and member, LSE) and their investment banking affiliates. 

J.P. Morgan 
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1. Amendments to auction approach and design 
A. Background 
J.P. Morgan, along with Commission Staff. has reviewed in depth the comments filed on 
September 30 by the Town of Bristol, by the Town of New Hampton, and joinUy by the City of 
Berlin and the Town of Gorham (collectively, the "Municipalities•). Additionally, J.P. Morgan and 
Commission Staff held telephonic meetings with representatives of the Municipalities on 
Thursday, Octobers, 2016 and Thursday, October 13, 2016 to discuss the Municipalities' 
comments and answer any further questions that the Municipalities may have. 

Based on the comments received (and aided by the follow-up conversations with the 
Municipalities). J.P. Morgan and Commission Staff have been able to get a clearer 
understanding of the specific concerns raised by the Municipalities with respect to the process, 
in particular, the Municipalities' ability to participate in the process as described in J.P. Morgan's 
filing dated September 12, 2016. 

B. Modifications to the auction process 

The 2015 PSNH Settlement Agreement approved by the Commission includes a secondary 
objective of "accommodatpng] the participation of municipalities that host generation assets and 
to fairly allocate among individual assets the sale price of any assets that are sold as a group• to 
the extent that it is consistent with the primary objective of maximizing the realized value. J.P. 
Morgan recommends that the following modifications be made to the auction process in an effort 
to accommodate the Municipalities' requests. To be clear, the overall structure and design of the 
process is not being modified, but certain accommodations will be made consistent with the 
Setllement Agreement to permit the Municipalities to potentially participate more effectively in 
the auction. The next section of this document contains the modified timeline for the process. 

(1) Timing of certain key process milestones 

• J.P. Morgan plans to delay the start of the auction by approximately two months, which 
involves the following changes to the auction design: 

RFQ process will begin in mid-to-late November 

Confidentiality agreements will be distributed (mid-December) and negotiated (mid­
December through early January) to parties that meet our selection criteria 

Confidential Information Memorandum ("CIM•) will be distributed in early-January 

Preliminary, non-binding offers will be due in mid-to-late February 

Final. binding bids will be due in early-to-mid May 

• Other aspects of the process will be adjusted accordingly to comply with the timing of these 
key milestones 

(2) Participation by the Municipalities 

• J.P. Morgan will make changes to the auction process and timeline in order to facilitate 
participation by the Municipalities and accommodate needs that differ from the other potential 
bidders 

Municipalities will be provided access lo the portions of the virtual data room for their 
hosted generation assets in November 2016 

- This will provide Municipalities a substantial amount of time and information to evaluate 
the opportunity and obtain approvals as required 

11 Municipalities will not be required to submit a preliminary, non-binding indication of interest 
to participate in the second round of the process and will be provided access to detailed 
due diligence information 

1 J.P. Morgan 
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Municipalities may at their option submit a "Request for Information• to J.P. Morgan 
outlining the expected value of their respective hydroelectric generation station(s) 
("Hydro(s)") 
J.P. Morgan can then provide feedback to the Municipalities as to whether such 
valuation is competitive with other bidders 
This would occur at the time other parties are submitting their preliminary, non-binding 
indications of interest 

Municipalities will be required to execute standard confidentiality agreements prior to 
receiving access to any confidential due diligence materials 
Municipalities that choose to participate will be required to submit a final proposal (with as 
little conditionality as practical) at the time other parties submit final, binding proposals 
Reports from market consultants and independent engineers will be made available upon 
completion (estimated November 2016) 

(3) Allocation of purchase price 

• J.P. Morgan will require participants in the process that choose to submit proposals for the 
acquisition of the Hydro(s) to allocate value to each of the Hydro(s) in the Portfolio 
• J.P. Morgan will make this a condition to moving forward in the process 

J.P. Morgan will require that parties do so as part of their preliminary non-binding indications of 
interest as well as part of their final, binding proposals 

C. Other comments from the Municipalities 
The Municipalities included several other questions and I or proposals in their comments 
submitted to the Commission. Below are J.P. Morgan's responses I answers to such questions I 
comments: 

J.P. Morgan has not provided an indication of how winning proposals are picked among 
competing groupings of assets (Berlin I Gorham p.5) 

J.P. Morgan's goal is to maximize transaction value while also ensuring that any party 
selected will be able to consummate a transaction. Parties will be selected on this basis. 

• Bids on groups of assets must have allocation to specific assets (Berlin I Gorham I Bristol I 
New Hampton) 

J.P. Morgan will require that parties allocate value to each Hydro to the extent they 
propose to acquire them 

• Allow Municipalities to give an indication of value in the first round and team whether their 
value is in the range of indicative bids (New Hampton I Bristol) 

As discussed above, J.P. Morgan is proposing to modify the auction design to allow for this 

• Need Confidentiality Agreement (Berlin I Gorham I Bristol / New Hampton) 
All parties will be required to execute standard confidentiality agreements with Eversource 
prior to receiving any non-public, confidential information 

• Need access to fully populated virtual data room and C tM by November 1, 2016 (Berlin I 
Gorham I Bristol / New Hampton) 

As discussed previously, J .P. Morgan is proposing to modify the auction design to allow for 
access to the virtual data room for the three Hydros hosted in the four towns that have 
expressed their desire to bid on generating assets during November 2016 
J.P. Morgan views the CIM as a fleet-wide document, and therefore wlll make it available 

to all qualified bidders in early-January, as described above 

• Ascending clock auction is a fairer and more transparent process that will yield higher prices 
for assets (Berlin I Gorham) 

2 J.P. Morgan 
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• In J.P. Morgan's experience and judgment, an ascending clock auction is neither advisable 
nor standard as it will discourage participation by potential bidders and is unlikely to 
maximize value 
J.P. Morgan has never conducted an auction for assets like the Portfolio in this manner 
J.P. Morgan is not aware of any auction process involving assets like the Portfolio where 
the process was conducted in this manner 

• Delay the auction process until close of TransCanada sale because that sale will lower 
interest in this sale (Berlin/Gorham) 

J.P. Morgan declines to accommodate this suggestion based on its experience and 
judgment that neither process will interfere with the other, in particular, given the difference 
in size and scale of the respective asset portfolios being offered for sale 

• Wait to start the first round until May 1, 2017 (Berlin I Gorham) 
As discussed previously, J.P. Morgan recommends adjusting the timing of the auction to 
accommodate the Municipalities. Based on J.P. Morgan's experience and judgment 
postponing the auction start until May 2017 is unlikely to enhance the transaction value for 
the assets and introduces material risk to the auction process related to the potential 
market appetite for the assets 

• Bifurcate sale so fossil assets sell on current schedule and Hydros are delayed (Berlin I 
Gorham) 

J.P. Morgan declines to accommodate this suggestion based on its experience and 
judgment that this is unlikely to enhance the transaction value for the Portfolio 

• Wait to start the second round until May 1, 2017 and allow the Municipalities to bid even 
without any action in the first round (Berlin I Gorham) 

J.P. Morgan declines to accommodate a delay in the process in this manner based on its 
experience and judgment that it is unlikely to enhance the transaction value for the assets 
and introduces material risk to the auction process related to the potential market appetite 
for the assets 
As discussed above, J.P. Morgan is proposing to modify the auction design to 
accommodate participation by Municipalities without providing a preliminary, non-binding 
indication of interest 

• Set a reserve price for Hydro(s) at 2016 Municipalities' tax assessments (Berlin I Gorham) 
The Settlement Agreement does not require setting a minimum price 

• J.P. Morgan would not recommend setting a reserve price as in its experience and 
judgment it could have a negative impact on maximizing value for the assets 

• Allow Municipalities to participate in final negotiations (so-called "third round") (Berlin I 
Gorham) 

J.P. Morgan will allow only those parties that have submitted the most compelling final, 
binding offers Oudged based on value, financing package, certainty and contract terms) 
Doing otherwise would have a negative Impact on the process by creating uncertainly and 
confusion for the bidders, which is not conducive to maximizing transaction value 

• If the Municipalities elect not to bid on their respective Hydro(s), allow the Municipalities to 
see the winning and losing bids so that they can participate in negotiation of allocation with 
winning bidders (New Hampton) 
• The Commission, Commission Staff and J.P. Morgan are aware of and take seriously the 

Municipalities' concerns regarding their tax bases, and will make every effort to ensure 
these concerns are addressed appropriately as part of the process 
Confidentiality is of utmost importance in a process such as the one being conducted by 
J.P. Morgan and it is equally important to both the seller (Eversource) and potential bidders. 

3 J.P. Morgan 



z 
0 

U'J 
U'J 

U'J 
w 

I-

I­
::> 

0 

...J 

CD 

::::> 
D.. 

w 
a: 

J: 
U'J 
D.. 

:E 
<( 

J: 

~ 
w 
z 

It would therefore be neither standard nor appropriate to allow the Municipalities access to 
the proposals nor to participate in negotiations with winning bidders 

• Allow Municipalities to submit bids after the second round, based on other bidders' final, 
binding bids (proposed "third round" for Municipalities) 

The process as structured provides the best opportunity to identify the potential bidder(s) 
willing to pay the highest price for the assets by narrowing the field of potential bidders, in 
the first round, to those ascribing the most value to the asset(s). and then, in the second 
round, to those who are willing to submit binding, fully financed offers for the asset(s). From 
this group of potential bidders that submit final proposals, the "winning" bidder will be 
selected based on offering the best value and other key terms for the asset(s) 
To be clear, every party will have equal opportunity to win the asset(s) and no party will be 
given an advantage over others in their ability to do so 
Throughout the process. particularly the amended process described herein, the 
Municipalities will have ample opportunity to evaluate the assets, participate in the process 
and ultimately submit final, binding proposals for their respective Hydro(s). Like all the 
other potential bidders, the Municipalities will be required to submit final, binding proposals 
that clearly demonstrate an ability to close any transaction and that are accompanied by 
the requisite level of financing. To the extent ahy potential bidder. including the 
Municipalities, is not able to demonstrate an ability to consummate a transaction (including 
financing any transaction proposed), It is unlikely that the potential bidder will be selected 
as the winning bidder, regardless of the value indicated in their proposal 

Date: October 17, 2016 By: 

4 

J.P. MORGAN SECURITIES 

Name: Paul Dabbar 

Title: Managing Director 

J.P. Morgan 
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