State told of advantages in dam purchase
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MONTPELIER — The state has an advantage over possible competitors for the Connecticut and Deerfield river dams: It can borrow money cheaper than anyone, the state’s new consultant said Wednesday. 

James Coyne, senior vice president of Lexecon Inc., told members of the Vermont Renewable Power Supply Acquisition Authority that it was possible that US Gen New England, a subsidiary of PG&E National Energy Group, might withdraw the dams from a possible sale because it had filed for protection from its creditors last month. 

Coyne said the obvious advantage to the state in purchasing the dams was financial: that it could borrow the money to buy the dams cheaper than anyone else. 

But he said his firm would also examine the risks of ownership, and specifically whether the ownership would be beneficial to the state, and would not have an adverse effect on its bond rating. 

He said his group would explore whether the state could buy the dams and enter into a contract with a private firm to operate the series of hydroelectric dams. 

But Coyne said that there were risks associated with the purchase as well, focusing on market conditions and the environment. 

By a unanimous vote, the authority Wednesday chose Lexecon of Cambridge, Mass., over LaCapra Associates of Boston. Authority members said both firms had provided excellent plans for the $250,000 feasibility study, but the fact that LaCapra had worked for Vermont utilities in the past presented the appearance of a conflict of interest. 

Wednesday’s vote represents a step forward in the plan to study the feasibility of the state purchasing the dams owned by US Gen. The firm filed for bankruptcy protection from its creditors last month, listing assets of $1.8 billion and debts of $1.7 billion. 

Coyne said the bankruptcy proceeding does complicate the overall picture of a possible purchase, and he warned the group that the hydro dams may be withdrawn from the market. 

“Bankruptcies are like no other process,” Coyne told the group. 

There is already one known Canadian firm, Brascan Corp., that is also interested in the dams and might be privy to important information about the dams that the state currently doesn’t have access to. 

“It could be that the state of Vermont never has a chance to bid on the assets,” Coyne said. “That horse is not out of the barn, but its nose is sticking out of the barn.” 

“It’s not a level playing field,” he warned. 

Before the bankruptcy filing in early July, US Gen had put the Connecticut and Deerfield dams up for sale, along with two coal-fired plants in Massachusetts and Rhode Island. Vermont is only interested in the hydro dams, which are either in the state or on the state’s borders. 

A hearing on the case is slated for next week in U.S. Bankruptcy Court in Maryland. 

The seven authority members said they were impressed with Coyne and Lexecon’s proposal, and the fact that it would make an unbiased evaluation of the proposal. 

Both LaCapra and Lexecon were questioned about their ties to Vermont utilities. Coyne said he had talked briefly with Robert Young, the president of Central Vermont Public Service Corp., about the state’s proposal, but that they hadn’t talked since. 

He said, in response to a question from Rep. Robert Wood, R-Brandon, that the integrity of his firm was on the line in conducting an unbiased review. 

Michael Smith, administration secretary, said he favored Lexecon because of its national reputation, its excellent presentation, and its familiarity with the project and the New England power markets. 

Lexecon, which has represented many large international corporations, according to its Web site, will be the lead consultant, and will bring in experts in various fields, including Vermont bond lawyer Paul Guiliani of Montpelier. 

On the engineering front, Lexecon has secured the services of Gomez and Sullivan Engineers, the same firm that worked for the federal relicensing of the Deerfield River dams. 

The Vermont Department of Public Service has filed for party status in the bankruptcy case, according to Commissioner David O’Brien, not just because of the dams. US Gen has canceled a 25-megawatt contract with the Vermont Independent Power Supply Authority, which could have a big effect on Vermont’s small municipal utilities’ rates. 

While the Legislature set aside $250,000 for consultants to help the authority evaluate the plan, Smith said he would negotiate with Lexecon on its final price. Nine firms had prepared proposals for the work, Smith said. 
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