
STATE OF NEW HAMPSHIRE

PUBLIC UTILITIES COMMISSION

DF.14-238

Detetmination Regarding PSNH's Generation Assets

Intervenet Tetry Cronin Requests the Commission to Take Administrative Notice of

Certain Documents at the Merit Hearing of this Case in accordance with Puc 203.3L

The Request will include the March 3!12014, PSNH Generation Asset and PPA .

Valuation Repott and Augustzlls Update Prepared by LaCapra Associates, Inc. and

the October26,20t5, Deposition of LaCapnWitnesses Richard Hahn and Daniel

Koehler

Procedural History

In docket IR 13-020, the Commission, by Order of Notice datedJanualy 18, 201.3, announced

an investigation of the matket conditions affecring the default sewice of Public Service

Company of New Hampshire (PSNH). The Order asked that the investigation exarnine how

PSNH proposes to rnaintain safe and reliable service at just and reasonable rates in light of

those market conditions. The Order of Notice also stated that the investigation would explore

the impact, tf any, of PSNH's continued ownership and operation of generation facjlities on

the competitive electric market in New Hampshire. The Commission, at pages 4-5 of its Order

of Notice, required that the investigation analyze the impacts on default service rates of the

scrubber costs being examined in DE 1,1,-250 and the Burgess BioPower power purchase

agreement.



on July 15,2013, the commission, in order 25,545, ordered, on page 6, that commission

Staff engage, thtough a competitive bidding process, a valuation expert to deternine the value

of PSNH's generation assets and entitlements to help inform any adjudic atory orlegislative

analysis of divestiture, possible stranded costs and their rate impacts.

LaCapta Associates, Inc, Boston, Massachusetts, was the valuation expert retained by Staff,

On April 1',201'4, the March 31,2}1.4,LaCaptaPSNH Generation Asser and PPA Valuation

Repot (Report) was entered in the docket IR 13-020 atitem25.

On October 26,2015,LaCapn witnesses Bichard Hahn and Daniel I(oehler were deposed in

docket DE 1"4-238, the instant docket, The deposition transcript is f,led at item 151, The

LaCapr.a Report and the August 201,5 rJpdate were identified as exhibits during the depositionl

On October 29,201'5, intervener Terry Cronin, in writing, requested that Staff provide the

data telted upon by LaCapra to develop its Report. (Exhibit 1 attachedhereto, docket item

149), Staff has not provided the requested information,

Memorandum in Suppott of Intervener Cronin's Request that ttre Commission Take

Puc203,27 Administrative Notice of the LaCapta Reports

/ , The LaCapra Report are material euidence that support the central theme of tbe Cronin intelnention.

Merimack Station became uneconomic to oparate during the constrwction of the scrwbber prEect and that it was

a maftagement failare to continue the prEect in spite of the cost uaer rwftL The LaCapra Reports are euiclence

that PSNH managemenl knew or should haue known that Msrimack Station had become unecnnunzc t0 n//t

before the tm,tbber prEect was complete,

The LaCapra Report dated March 31,2014,just ovet Zyeats after PSNH claimed that the

scrubber was used and useful, projected that the Menimack Station value as of January 1.,

I The Lacapra Repofts, including the August 201 5 Update were not filed with the deposition transcript,



20L5, using a discounted cash flow pCF) methodology ) ^t 
zeto. (See Table 15: Merlmack

Station DCF Results Summary [2014$], page 69 of the Report).2

2. The PJI{H data that LaCapra ased to render the Merrimack Station apprdisdl of zero and the

Report itself should haue informed lhe "settlingParties" before the Setthment was reached that:pending

upwarfu of ,ff500,000,000 at Merimack Station was ue/) wrong that p00r ruanagement derisions had. been

made.

The March i/, 20/4, I-^aCapra Report should haue inforrned the "SetilingPartiet" and non-aduocate Staf

tbat the Pllffl derision t0 lpt lut of afinal smlbberprEectprwdencs deciion and to seek an "expedited,,

diuestitwre that something war ueryl wrong with the economics of Merrimack Station.s

The data and l-^aCapra Report thould haue inforzzed the "SettlingPartiet" and non-aduocate Stoft' testimonlt,

Intervener Cronin squarely presented the issue of the economic viabiJity of Merdmack Station

in relation to the scrubber project in his Petition for Intervention. At paragraph 6 of his

Petition, Intervenet Cronin reminded the Commission that in 2008, PSNH promised the

Commission ", , ,that following the installation of the scrubber, Merrimack Station will

continue to be a vital base-load source for reliable and affordable power to our customers, , ,",

a promise that PSNH did not keep.

Atpar.agraphT of his Petition, Intervener Cronin reminded the Commission that the "settling

Patties" have "ignored PSNH's management failures. Intemener Cronin points out that the

scrubbet legislation was instifuted at the behest of PSNH itself, that the project "was fraught

with foreseeable trouble and that PSNH failed to use ordinary skill in the managemenr of

Mernmack Sration",

'LaCapra had access to PSNH historical data, both from PSNH and FERC, including projections relating to plant
operating characteristics, heat rates, variable O&M, O&M costs going forward ana capita investments. (Deposition
transcript, pages 100-103). Deponent Hahn testified that the LaCapralSO-NE marketiimulation began on January
1,2013, (deposition, page75) suggesting some years of historical pSNH data,
' PSNH filed its Motion to Stay in DE l1-250 on December 26,2014, just 9 months after the LaCapraRepoft was
filed publicallv.



TheLacapra Report supports Intewener cronin's intervention and testimony,

Wherefore, Intervener Ctonin respectfully requests that the Commission take puc
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r\lexander F, Speidel
S ta ff r\ rtor:ney/l-l earings Exanr.inel
N eiv FI arlp shir.e Public U ritiri es C ornrnission
21 Fruit Stleet, Suite 10
Concord, NFI 03301 -2429

Re: Public se^'ice cornparry of Nerv l-rarn1:shir.e, DE 14-23g, LaCapra

nIJCAI .'\ICX:

On belralf of tnl' client, Iuten'enerTet'r:y Cronin, I reqtrest, as a sequel to the Octo5er 26,2015,
LaCapra de1:osition, the fol.lorving docurncnts as iclenr-ifiecl by the inCnpra r,vitnesses:

], liach and every docuttrent described in the \4ar:ch 31,2014, PSNI-I Generatjon Asset and ppr\
Yl]yll" I{eport (RepoLt) at page 2, seconcl fr-rll paragr:aph and ciescr:ibed: "We relied hea'il), on
fSNFI data and plojec.lions relar:ed to 1>lant opeLnting cJraracteristics, costs and reyenues,,, 56or"rl.l
I'aCap-t:a clairn auy such docutnenls aJ:e confidential;iire docr.rrlent should be icle'ufieclrvjth
specificiq, together rvith the basis for rrie co.ficlenriality clairn,

2, The lleport at page 2, second fr-rll par:agr:aph, states: "PSNFI clicl not offel,,.its or.vn recenr
t'aluat"iou slucl;r," T'he testitnon;r n1 ,1t. clepositjon rvas that drere rvas no ,,recer1t rralnation srucly,,,

Piease teqlrest that LaCapra proc.luce each and. erreq, docuruent that confu:rns that thele g,as rr9 sr-tch
srudy, If LaCapra claims thelr l'141,s uo such documen{:s, please harre thcrn proyicle a,.vritten
exl:la.atior for the pirrase in the llepor:t refer::i'g to s'ir r.alr"ration sturd;r,

3, The Repott, at page 68-69, states that J-aCa1::ra concluctecl a DCF \/alr"iatiop Apalysis, At
iraragrapli 10,1, the Reporl states that the ar:alysis rvas conciuctecl r"rsing EBITD.{. The Repor:t
conclr'tdes tl'rat the "EBITDT\ wns rlot only insr-rfficient ro slrpport onfoiug fi'ancing e"1:enre, a,,d
additiorrnl capital expendirures; it is negative for nrosr of rhe Lernainin[ LfJ tn fi'e of our six
scettzlrios, plojected cash florv for: plant is insr-rfficient to pr:orride a reasopal>le ipternal rate of return
at any price, so rlie DCF value is zero,,,

Piease J:equest that J-aCapla procluce each and every docunrent leceirrecl from pSNFI used as i'puts
in tlie EBITDT\ calcr"rlation' Shor.rld I-aCapr:a clairn any such clocurnents are corrficle'lial; the
docuurrent sirould be idenrified rvith spccificirl, rogerher rvith the basis for the confldenuaLity clai:n.

You slronlcl parricr-rlar\, noLice that the a1:praisal li.epolt is darecl l\,iarch 31,201,4.In DE, I't-250,
PSNFI testiFred that the scrubber became "r,rsed ancl usefu|'in tl-re fall of 2011. T'he Cornrnission,
based on that testirnony, glanted tl-re temporary,12,1. bgrnp to pay fol tlte scrr_rbber in ApliJ,2012.

T'hc significarrt point.here; PSNFI spent in excess of $400,000,000 for a projecr at a plant rhat, just
o\ref hvo )'ears after the compan), clairrred the project rvas r_rseful, r.vas .raiu.cl at zeta.
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Thc quc'rlion, at hotton, il uhan ALerimatk Strrtion bcr:amc l.met'onontit' ro opuale. T'hi.r clua.rtion g.ex t0 tha lteaft of
/ h a nt i.r.r i ng .r n-n b b e r p rw I e n n d c t e tyrt i tt u ti. o n,

The producgion of the requested I-aCapta documents r.vill assist the parties a11d the Commissio' in
making a de'cision rvherhei' the Settlement.r\green'rent is in the public ilterest,

t\re4' 911111' )/oflfs,
il ---i\--
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r\rthur B. Cr.rnnrngharn

Cc: Sen'ic<j list
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