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[WITNESS: CULLEN]

PROCEEDI NGS
(Hearing resuned at 2:25 p.m)

PRESI DI NG OFFI CER WEATHERSBY: So
let's resune hearing. |If the witness could be
sworn in.

( WHEREUPON, AARON CULLEN was duly sworn
and cautioned by the Court Reporter.)
DI RECT EXAM NATI ON

BY MR NEEDLEMAN:

Q

M. Cullen, would you state your full nane
and busi ness position, please.
My nane is Aaron Cullen. | amthe manager of
Mddle Ofice and Credit G oup at Eversource
Ener gy.
And |'ve given you two exhibits. The first
one is Exhibit 4, which is the March 29, 2017
substitute prefiled, direct and anmended
testi nony of Aaron Cullen. Do you have that
in front of you?
| do.

MR, NEEDLEMAN:  And I'Ill note for the
record that there's a duplicate docunment of
this also as Exhibit 77, but it's the sane

docunent .
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[WITNESS: CULLEN]

BY MR NEEDLEMAN:

Q

LN

o >» O >

And | al so have given you Applicant's

Exhi bit No. 5, which is the April 12th, 2016
prefiled testinony of Mke Auseré. Do you
have t hat?

| do.

And attached to the Auseré testinony was
Attachnment B, which contains certain
financial information as of April 12th, 2016.
And | understand that that has recently been
updat ed and submtted to the Commttee as

Exhibit 192; is that correct?

That's correct.

Do you have any changes or corrections to
ei ther of those pieces of testinony?

| do.

All right. Could you -- which one? Which
exhi bit?

Exhi bit 005.

Ckay. |Is your m crophone on?

It is.

Al right. So with respect to Exhibit 5, if
you could tell us the page nunmber and the

| i ne nunber where you have a change.

{ SEC 2015-04} [Day 6 AFTERNOON ONLY] {09-21-18}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: CULLEN]

>

Sure. On Page 3, Line 19, where we specify
the various credit ratings of Public Service
of New Hanpshire, the first rating reference
of A and stable outlook for S&P is actually
now A with a positive outlook. The Mody's
rati ng of Baal positive outl ook is now A3
with stable outl ook, and the BBB+ rating of
Fitch, a positive outlook, is now A- with a
st abl e outl ook.

Any ot her changes or corrections?

Yes. On Page 4, Line 21, it nakes reference
to all three credit ratings of Eversource
Ener gy havi ng stabl e outl ooks. | just want
toclarify that. Since this testinony was
witten, S&P' s outl ook has increased from
stable to positive, and so has the Fitch
rating to positive outl ook.

Any ot hers?

That is all.

Subj ect to those changes and corrections, do
you adopt both pieces of testinony and swear
to them as your own?

| do.

Thank you.
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[WITNESS: CULLEN]

MR. NEEDLEVMAN: Al set, Madam Chair.
PRESI DI NG OFFI CER WEATHERSBY: Thank
you. First questioner is Attorney Patch for
t he Town of Durham
CROSS- EXAM NATI ON

BY MR PATCH:

Q Good afternoon, M. Cullen. M nane is -- is
this on? Good afternoon. M nane is Doug
Patch. | am counsel for the Town of Durham
and the University of New Hanpshire, and I
have a few questions for you.

First of all, as you' ve said, you' ve
adopted what's Exhibit 5, the testinony by
M. Auseré. Did | say that correctly?

A Auser é.

Q Auser é. Thank you.

And I'"'m | ooking at, |'ve got it up here
on the screen, Page 6, Lines 1 and 2, where
It says that the Project is regulated by the
Federal Energy Regul atory Comm ssion, and
that FERC permts utilities to establish
transm ssi on service rates through a fornul a;
correct?

A That's correct.
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[WITNESS: CULLEN]

And his testinobny goes on to say that the
formula rate recovers a return on investnent;
correct?

Correct.

Does FERC still have a return rate that

I ncludes an incentive to build transm ssion
proj ects?

| know that there's been a | ot of discussions
goi ng on for the past few years regardi ng
that rate. |1'mnot close enough to that
process to speak specifics. | only know that
the rate had noved quite a bit over the | ast
coupl e years, and |I'm not sure exactly where
the current rate is right now.

And when you say "noved," up, presunably;

ri ght?

Wll, | believe there were sonme clains that
plaintiffs that nay have argued it |lower. |
think the main argunent was to get it |ower
than what it has been historically. But
where the current rate is now, |I'm not sure.
The idea of an incentive rate, though, was an

attempt by FERC to try to get conpanies |ike

yours to build nore transm ssion projects.
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[WITNESS: CULLEN]

o >» O >

So they were essentially giving you a
healthier rate of return; is that fair to
say?

That's fair to say.

And it sounds |like you're probably not
famliar then, when this project was
originally proposed back in the 2010 or 2012
time franme, what the situation was at that
point in tinme?

| do not know.

I's Eversource currently recovering a return
on i nvestnent for any other transm ssion
projects in New Engl and?

Sure. Every transm ssion project the Conpany
has shoul d be earning a FERC-regul at ed
return.

And are you famliar with what rate of return
they're getting on those projects?

| am not.

Do you have a general sense at all or --

| believe it's in the 10 or 11 percent range.
How nmany projects does Eversource have |ike
that, transm ssion projects?

| could not say.
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[WITNESS: CULLEN]

o > O >

A

Assum ng the Project is approved, then do you
have any know edge of what you anticipate the
rate of return on the investnent on this
project will be?

It will be whatever is permtted by FERC.
Presunably in that 11 to 12 percent range?
Dependi ng how t hose hearings settl e out.

And is it true that the way this works, the
nore you spend -- for exanple, if you spend
84 mllion as conpared to 74 mllion for the
SRP project, the nore that your conpany
spends, the nore the Conpany recovers from
rat epayers through the return on investnent?
The nore that's spent, obviously, yes, there
woul d be nore return. However, it should be
noted that FERC obviously wi Il subject the
Conmpany to a prudency review to nmake sure
those costs were properly incurred.

Is there disincentive to spending nore on the
Project, other than, you know, as |ong as you
can justify it froma prudency perspective?
The nore you spend, the nore recover;
correct?

Utinately we're trying to serve the

{ SEC 2015-04} [Day 6 AFTERNOON ONLY] {09-21-18}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: CULLEN]

necessary requirenents of |SO New Engl and and
maki ng sure that the network is operating
effectively. Beyond that, | can't say -- |
can't answer your question any nore specific.
Are you famliar with what the | SO does in
terms of original estimates for a project as
conpared to, you know, what the final numnber
is? Do they go back and | ook? Do they in
any way nmake a recomrendati on and say to
FERC, Well, gee, the original estimte had
been 50 mllion and it went up to a 100
mllion, and therefore the FERC got to dock
the Conpany in some way or required a sharing
of whatever that increase is? Are you
famliar with that?

Yeah, unfortunately I'"'mnot famliar wth how
t hat process works. That's not specific to
financing, the |line of question.

And then are you famliar at all, to the
extent the Project is considered a
reliability project, the total cost,
including the return, is recovered from all
rat epayers in New Engl and as conpared to the

situation we heard about earlier in this

10
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[WITNESS: CULLEN]

proceeding, where if it's areliability
project, but in sone way favors a particul ar
region, then there may be limts on the
nunber of ratepayers in New Engl and from whom
it could be recovered? Are you famliar with
that at all?

A I"mfamliar with M. Quinlan's testinony and
M. Bowes' testinony on this, and M. Andrew.
| would defer to their testinony, as they are
t he experts nmuch nore than I am on that
speci fic subject.

Q Ckay. That's all the questions. Thank you.

A Thank you.

PRESI DI NG OFFI CER WEATHERSBY: Thank
you.
The next questioner will be
Attorney Geiger for the Town of New ngton.
CRGOSS- EXAM NATI ON
BY M5, CElI GER
Q Good afternoon, M. Cullen. | ' m Susan

Ceiger, and | represent the Town of

Newi ngt on.
A. Good afternoon.
Q I believe in your supplenmental prefiled
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[WITNESS: CULLEN]

Q

12

testi nony, what's been marked as Appli cant
Exhibit 5, you indicated that this project is
going to be financed through | ong-term debt

i ssued by the Conpany; is that correct?

The Project, |like every type of simlar
project, will initially be funded using cash
from operations. To the extent cash from
operations isn't sufficient, we then |ook to
the short-term markets where Public Service
of New Hanpshire will borrow funds from
Eversource's parent via its commercial paper
line. At a certain point in tine, once those
short-term borrow ngs grow to a meani ngf ul
size, then we would | ook to convert that into
| ong-term debt .

Has that conversion occurred yet?

It has not, as we have not spent nobney on
this project.

But there's been sone noney spent for

devel opnent on the Project; right?

Sure. Any snmall amounts that woul d be spent
to date woul d be probably out of normal
operating cash fl ows.

Ckay. Fair enough.
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[WITNESS: CULLEN]

A

You' ve indicated that when it is tinme to
convert sone of those short-term borrow ngs
to long-termdebt, that you woul d have to get
pri or approval fromthe New Hanpshire Public
Uilities Conm ssion; correct?

That is correct.

So, since you just indicated you haven't
engaged in that | ong-term debt issuance, you
have not gone to the PUC for any prior
approvals relating to this project, as far as
t he debt is concerned?

At this time, Public Service Conmpany of New
Hanmpshi re has no out standi ng | ong-term debt
authority. So when the tine cones that that
is required, we will then seek that approval.
Ckay. And getting back to a question asked
by Attorney Patch about regionalizing the
cost of areliability transm ssion project,
Is it your understanding that the costs
associated with this project would be
recovered by the Conpany fromall ratepayers
i n New Engl and because the Project serves a
regi onal purpose?

That is the Conpany's position, as stated by

13
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[WITNESS: CULLEN]

M. Quinlan.
And what is New Hampshire's share of those
regi onal costs as a percentage? Do you know?
| believe in the Merrimack Vall ey
di scussions, it was the load factor in New
Hanmpshire is around 9 percent for the ful
state. | think at the tinme it was around
6-1/2 specifically to PSNH cust oners.
Ckay. But it would be for the state of New
Hanpshi re custoners; correct?
Correct, yes. |If the regionalization of
costs, well, yes, went through all of New
Engl and, it would be 9 percent.
So if this project were to cost $136 mllion,
for exanple, or $135 nmillion, then New
Hanpshi re rat epayers would pay for 9 or
10 percent of that. Using the 10 percent for
easy mat h purposes, that woul d be, what,
$13.6 mllion; right?
Subj ect to check, | would agree wth you,
yes.
Ckay. Thank you.

M5. GEICGER: That's all the questions

I have. Thank you.
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[WITNESS: CULLEN]

PRESI DI NG OFFI CER WEATHERSBY: Thank
you. M. Ludtke for the Conservati on Law
Foundat i on.

MS. LUDTKE: No questi ons.

PRESI DI NG OFFI CER VWEATHERSBY: Ms.
Fri nk.

MS. FRINK: No questions.

PRESI DI NG OFFI CER WEATHERSBY:

Crow ey-Joyce Revocable Trust, Attorney
Ri chardson? Not here.

Anyone ot her than Counsel for the
Publ i ¢ aski ng questions? Any other party
ot her than Counsel for the Public who desires
to ask questions of this wtness?

[ No verbal response]

PRESI DI NG OFFI CER VWVEATHERSBY: Ckay.
Attorney Aslin, you' re up.

CRGOSS- EXAM NATI ON

BY MR ASLIN:

Q
A

Q

Good afternoon, M. Cullen.

Good afternoon.

My name's Chris Aslin. |1'macting as Counse
for the Public in these proceedings. And

think I just have one thing to ask you about,

15
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[WITNESS: CULLEN]

follow ng up on the other questions already
asked.

In terns of potential future
deconmmi ssi oni ng of the Project,
Ounder st andi ng that the Conpany's position is
that decomm ssioning is unlikely, but let's
assune hypothetically that deconm ssi oni ng
obligation arises -- in that instance, in
what way woul d the Conpany raise funds for
deconmmi ssi oni ng and recover those funds?

If there was an i mredi ate requirenent to
decomm ssion the line, it would initially be
funded no different than | described for the
original construction, where we start funding
t hat probably through normal cash flow from
operations and short-term debt as needed. In
parallel, we would then seek fromthe FERC an
asset retirenent obligation to begin
collecting through the FERC tariff rates the
requi red revenues to properly decomm ssi on.
And from what part of your current rate base
or rate bases -- sorry. Fromwhat part of
the tariff does that funding conme through?

Is that part of the transm ssion piece of the

16
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[WITNESS: CULLEN]

bill?

A | believe it would be, yes.

Q And so that would be funds raised from PSNH
custoners only or fromall New Hanpshire
custoners?

A It could potentially be a regionalized rate
or a regionalized collection.

Q Ckay. And hypothetically, if decomm ssioning
were to cost $100 million, approxi mately how
|l ong would it take to recover that anount
t hrough the tariff, if you could estinate?

A Honestly, | could not estinate that.

Q If you had a $100 million capital outlay, do
you know how |l ong it takes the Conpany
normally to recoup those costs through its
rates?

A. | do not.

Q You don't. Ckay. Fair enough

MR ASLIN. No further questions.
Thank you.
PRESI DI NG OFFI CER VWEATHERSBY: Does

anyone on the Comm ttee have questions for M.

Cull en? Attorney | acopino.

QUESTI ONS BY SUBCOWM TTEE MEMBERS AND/ OR COUNSEL:

17
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[WITNESS: CULLEN]

Q

M. Cullen, does $84 nillion remain the
expected i nvestnent of Public Service in this
pr oj ect ?

| am aware of no other changes to that

nunber .

Thank you.

PRESI DI NG OFFI CER WEATHERSBY: No
further questions fromthe Commttee?
Is there any redirect?

MR. NEEDLEMAN: No, thank you.

PRESI DI NG OFFI CER WEATHERSBY:  Thank

you, M. Cullen.
THE W TNESS: Thank you.
PRESI DI NG OFFI CER WEATHERSBY:  Qur

next witness will be Dr. Lisa Shapiro. First
questioner of Dr. Shapiro, once she's sworn in,
going next in order will be Doug Patch for the

Town of Durhamand UNH. First get her sworn in

and adopt her testinony.
(WHEREUPON, LISA M SHAPI RO was dul y
sworn and cautioned by the Court

Reporter.)

DI RECT EXAM NATI ON

18
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[WITNESS: SHAPIRO]

19

BY MR NEEDLENAN:

Q Pl ease state your nane and busi ness position
for the record.

A. Li sa Shapi ro.

Q I'mgoing to give you two docunents, which |
believe you're famliar with. The first is
Applicant's Exhibit 9. This is the
April 12th, 2016 prefiled direct testinony of
Li sa Shapiro, and the second is
Applicant's 83, which is the anended prefil ed
testi nony of Lisa Shapiro, dated March 29t h,
2017.

(Docunents handed to wi tness.)

Q Am | correct that both of those docunents are
your testinony in this case?

A Yes, but | believe the March 29, 2017
repl aced the first testinony.

Q Ckay. Understood. |'msure people wll ask
you questions about that.

A Ckay.

Q Do you have changes or additions to either of
t hose pi eces of testinony?

A No, | don't.

Q Do you swear to and adopt both pieces of
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[WITNESS: SHAPIRO]

testi nony?
| do.
Thank you.
MR. NEEDLEMAN:. All set.
PRESI DI NG OFFI CER VWEATHERSBY: Thank
you. Attorney Patch.
CRGOSS- EXAM NATI ON

BY MR PATCH:

Q
A

Q

Good afternoon.

Good afternoon.

As | think you know, |I'm counsel for the Town
of Durham and Uni versity of New Hanpshire,
and | have a few questi ons.

Ckay.

' mlooking at Page 83 -- I"'msorry --
Exhibit 83, Page 6. And |I'm | ooking at
Lines 26 to 27. And is it fair to say that
you're essentially saying this project wll
have not hi ng but positive econonm c benefits?
No.

No? Ckay. Could you explain?

Sure. M report was on the jobs and the
econom c i npact associated with the

construction and operation of the Project.

20
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[WITNESS: SHAPIRO]

Q

21

So | |l ooked at taxes and |I | ooked at the
construction and the anount of noney t hat
woul d be spent in New Hanpshire. 1In terns of
any potential negative inpacts associ ated

Wi th construction or operation, | deferred
and | ooked to ot her experts who concentrated
on potential negative inpacts.

So the REM nodel that you described on, |
think it's on Page 5 of Exhibit 83, does that
take into account any negative effects on the
economny?

The REM nopdel takes into account what you

i nput into the nodel. And there was no data
that was available in the record that was
provided or that | was aware of that the
negati ve i npacts rose to the |evel of
sonet hi ng that could be nodel ed and put into
REM. REM only anal yzes what you put in

So | put in the spending of the construction.
Any potential negative inpacts were dealt

W th separately by the other w tnesses. And
| have reviewed a good deal of their

t esti noni es.

So, just to summari ze then, the REM nodel
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[WITNESS: SHAPIRO]

22

does not take into account any disruptive
effect the Project would have on traffic, on
the ability to access | ocal businesses,
ultimately on revenues that m ght be brought
in as a result of tourismor whatever, you
know, inpacts that would occur as a result of
construction like that. It would not take

t hose i nto account.

I did not have data avail abl e that suggested
t hose negative inpacts were to the | evel that
t hey should be nodeled to see if there were
any further indirect or additional effects
that would arise fromthat.

Did you have any information at all about
negati ve effects, or did you seek out any
such i nfornati on?

| reviewed what the construction fol ks were
| ooking at. | asked them when | was putting
together the testinony, in particular when |
was asked to do the jobs and the i nconme and
the taxes. | directly asked counsel, WII
sonebody be | ooki ng at and neasuri ng and
assessi ng potential negative inpacts? Yes,

t hrough the various folks. And | asked if
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[WITNESS: SHAPIRO]

anything rises up to the | evel of a
measur abl e i npact that woul d be appropriate
to put into a nodel, then 1'd |like to be kept
appri sed of that. And then once those
testinonies were put in, | did reviewthem
And | al so | ooked at intervenors' testinony
and Counsel for the Public and again was not
seei ng anything that I could nodel and either
provide in a supplenental that woul d suggest
t hat construction i npacts or any of the other
potenti al negative inpacts were not being
mtigated. There wasn't sone type of plan
that | should be saying, okay, | need to | ook
at that REM and consi der whether there's
sone type of broader inpact.

' mgoing to show you an exhibit. It's
TD/UNH 21. | don't know if you' ve seen it
before. But there are two responses to, |
guess they were actually technical session
data requests from May of this year that were
asked of Todd Selig, who is the town

adm ni strator in the Town of Durham Have
you seen these responses to tech session data

request s?

23
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A No.
Q Well, I'"mgoing to wal k through just a couple
things in here with you.

The first one, the question is:
"ldentify busi nesses and tourism destinations
in the Town of Durhamthat may be negatively
I mpacted by construction and operation of the
Project.™

And after a rather | engthy objection,
there's an answer there which says, "Qur best
estimate is that there are 194 total
busi nesses in Durham and 84 of those are
i mpacted by tourism" And then there's a
listing of conservation areas frequently
visited by visitors to Durham And then it
says, "Wether and how nmany of those
busi nesses and tourism destinations will be
negati vely i1 npacted by construction and
operation of the Project will depend on a
nunber of vari abl es which have not yet been
determ ned, including the construction
schedul e, parentheses, which year it takes
pl ace, what tines during that year, the tine

of day, the days of the week, whether the

24
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work is conpleted wthin that schedul e, the
routes and tines of day when those routes are
used, and how many construction-rel ated
vehi cl es use those routes. Because of the
range of different busi nesses and tourism
destinations, the | ocations of those
busi nesses and tourism destinations, and the
tinmes of day that are inportant to them and
because there are so nmany undet er m ned
variables, it is inpossible to identify with
any certainty the businesses and tourism
destinations that may be negatively i npacted
by construction and operation of the
Project."

Do you have anything in that that you
woul d di sagree with?
Vell, I"'mjust seeing this for the first
time, so l'"'mtrying to think through whether
| would agree with it or not. Wat cones to
mnd is that there's been a | ot of discussion
with the Construction Panel and a | ot of work
|'ve seen in the docket about construction
schedules. There's MOUs with communiti es.

There's business di sruption, you know,
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mtigation and di spute resol uti on process.
So each of these issues that are raised that
are not known at the tine before you start a
project, | mean, that's kind of a statenent
saying, Wll, there's a | ot of businesses |
don't know. But the record is replete with
all kinds of substantive things getting at
this. And | still haven't seen anything rise
to show ne that connecti on.

But you woul dn't disagree that there will be
di sruptive effects as a result of

constructi on on busi nesses in Durham woul d

you?
"Disruptive"? | don't know what
di sruptive -- every tine there's construction

on 106 | get disrupted getting to work. So
" mjust not sure what the |level -- yes, no
one likes to --

| mean, different |levels, obviously. And we
have no idea of knowng is essentially what
M. Selig is saying. But there will be
presumably sone disruptive effects. Wuld
you admt that?

Right. | think every construction project
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has di sruptive effects. | think there's been
quite a bit of testinony about how to reduce
that, including, in particular, the
mtigation di spute resolution process, as
well as the agreement with Counsel for the
Public to honor all the MlUs, as well as go
above and beyond where the MJUs don't cover
in ternms of time of day for construction,

| ocal roads, working with rmunicipalities,
maki ng sure the roads are put back to their
ori gi nal perspective.

So, yes, there's disruption. There's a
plan that |1've been |istening to and readi ng
in the record to address that. [|'mnot an
expert to say what's left or if there is
anyt hi ng not covered by that.
|'mgoing to ask you to | ook at the second
question that's in this exhibit. It says,
“"ldentify any road races or other public
events in the town of Durham excl uding
events at UNH, which the Town beli eves may be
I npacted by constructi on and operation of the
Project."

And then I'"'mgoing to read the answer.

27
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"Qur best estinmate is that there are
typically between 30 and 40 road races and
public events that occur during the course of
a cal endar year off the UNH canpus in Durham

The i npact of the Project on these road races

and public events will depend on a nunber of
vari ables, including” -- and I won't read it
all. Again, it's essentially the sane

variables | think were listed in the first
one. And it concludes by saying, "Because
there are so nmany vari ables that remain
undetermned at this point intine, it is
I mpossi ble to answer the question.™

Agai n, do you have any reason to
di sagree with that?
Well, | agree that, in theory, all these
things are inportant to look at. It's really
the | ast sentence, "because there are so nany
vari abl es that remain undetermned at this
point." It seenms |like there's actually quite
a bit of those variables that are involved in
pl anning and mtigation and MOUs. So |'m not
sure -- you know, tine of year, time of day

construction to address precisely these types

28
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of issues to reduce the inpacts.

It mght help to reduce it, but obviously

there's no way to totally elimnate the

i npact. Whuld you think that's fair?

I think all construction projects will have

sone i npact.

Ckay. That's all ny questions. Thank you.
PRESI DI NG OFFI CER WEATHERSBY: Thank

you. Attorney Ceiger is next.

CRGOSS- EXAM NATI ON

BY Ms. CElI GER

Q
A

Q

Good afternoon, Dr. Shapiro.

Good afternoon.

Now, your prefiled testinony provides

i nformati on about the Project's inpacts on
| ocal property tax revenues; is that correct?
Correct.

And you nake sone estimates about the
addi ti onal revenues that | ocal or host
communities of the Project wll see as a
result of new tax revenue that the Project
brings; is that correct?

On the host communities, as well as the

counties and the state.

{ SEC 2015-04} [Day 6 AFTERNOON ONLY] {09-21-18}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: SHAPIRO]

Ckay. Did you factor into your cal cul ation
any offsetting decrease in tax revenues that
m ght be realized as a result of tax
abatenents that are granted to properties or
property owners whose properties nay decrease
in value due to the construction of this

pr oj ect ?

Agai n, the abatenent issues and whet her the
construction of a project would have
basically a negative inpact on sone type of
nei ghboring property which could |l ead to an
abatenent, the inpact of the construction on
nei ghboring project is being handl ed by other
W tnesses, Dr. Chalners and M. Varney. So,
again, that is sonething that is inportant to
| ook at.

In nmy experience, abatenents on energy
projects, while they are out there, and I am
awar e of sone abatenents that have been
granted in sone places in sone comunities,
in ny 20 years of experience, | have never
seen the abatenent |evel rise anywhere to a
significant level that offsets, significantly

of fsets the new taxpayers' paynents to the
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t own.
R ght. Understood, understood. | wasn't
asking if there was a conplete offset. | was

j ust asking whet her or not your cal cul ation
of revenues was net of any declining tax
revenues attributable to tax abatenent.

No.

Ckay. | believe in response to questions
from Attorney Patch you tal ked about the REM
nodel and nodel i ng any negative inputs. And
| believe you said you had not done that; is
that correct?

Correct.

And if | understood your testinony correctly,
you said you weren't aware of anything that
rose to the |l evel of being able to nodel; is
that correct?

Correct.

Coul d you give ne an exanpl e of sonething
that would rise to that | evel that you would
need to nodel it for negative effects?

Wll, | think if I had seen in the testinony
sonmet hi ng that put forward that many

busi nesses would be cut off fromtheir
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custoners for a long period of tine during a
prinme tourismseason, and therefore there
woul d be a | oss of revenue, | would be

| ooking to try and see is this sonething that
rises to such a large level, or is this
sonet hi ng, for exanple, that the Counsel for
the Public wtnesses have put in that they' ve
identified as negative to that |level. And
I'd want to review whet her that would be
there. So when | | ooked at the testinonies,

| didn't see the order of magnitude of nunber
of businesses and the duration to rise to the
| evel that we find sonething beyond even the
range that | already have in ny nodel.

Ckay. Did you |look at -- are you aware that
this new transm ssion line is proposed to run
t hrough the parking |lot of the Fox Run Mall ?
| am

Ckay. And if you could take a | ook at what
|*ve put on the Elnb. That conmes out of the
Applicant's Volume 2. | believe they're in

t he environnental maps. This is a -- would
you agree this is a depiction of that, of the

| ocation of those |lines near the mall ?

32
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This is the first tinme I'm | ooking at naps.
Sol wll say that if that's what you're
saying it is, then I'll agree for purposes of
questi oni ng.

Ckay. And would you agree, at |east from
this map, it appears that the new line wll
run through the parking |ot?

You asked ne about the lines. |'m not
famliar with readi ng these types of naps.
That's not ny expertise. | |ooked at the
testi nony about the |ocations and that they
had been mtigated and noved and that the
owner of the mall seened to be satisfied,
based on the record. So that was how | had
made ny concl usi on, not doi ng vi ew scapes,
because that's not ny expertise. So | don't
understand the -- you'd have to wal k ne

t hrough how to read this map.

Well, | guess the precise location is really
not the point. The point is that you are
aware that this high-voltage transm ssion
line will be transecting the parking | ot at
the Fox Run Mall. 1 think you heard about

t hat conceptually. Wether you've seen this
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map or not, you know about that.

Ri ght.

Do | understand you correctly that you
bel i eve that the owner of the mall's concerns
about this project have been totally

addr essed by the Applicant?

| don't knowif they're totally addressed.

It seened |like they were addressed to sone
degree. | don't know whether there was a
settl enent. But when | was reading it, it

seened like it was noved and there was sone

di scussions going on. | was not aware that
t hat was an outstanding issue of inpact. It
seened li ke there was -- it was proposed one

way and it was noved, and | didn't hear
anyt hi ng el se about it.

But woul d you agree that if the line were to
be constructed in proximty to the mall, that
it could have the effect of disrupting the

mal | ''s busi ness?

No.
Why not ?
Wll, the nall, | think there's different

ways to deal with parking and how many spots
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woul d be taken up. Does it inpact parking?
| don't know. Just putting a hole in the
mddle of the mall, I'mnot sure how that's

di srupted. | would have to know - -

Q So you don't know. You do not know exactly,

physically how this project will inpact the

mall or the mall's parking |ot.

A I renenber reading that they were concerned

about the l|ocation and asked that it be
nmoved, or there was sone di scussi ons about
nmoving it so that it would reduce the nunber
of i npacted parking spots and how it would
I mpact it.

Q And is it your understandi ng that those

i ssues have been addressed by Eversource?

A. I''m not sure.

Q Ckay. Thank you.
M5. GEICGER: | have no further
questi ons.
PRESI DI NG OFFI CER WEATHERSBY: Ms.
Ludt ke, Conservation Law Foundati on.
CROSS- EXAM NATI ON
BY Ms. LUDTKE:

Q Good afternoon.

35
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Good afternoon.

Can | call you Lisa?

No.

Call you Ms. Shapiro?

Dr. Shapiro.

Dr. Shapiro.

My parents woul d be happy.

All right. Just seens kind of strange,
that's all.

Ckay, Attorney Ludtke.

| went through your testinony, and | had
sonewhat specific questions on it. And do
you have your testinony in front of you? And
I*mworking on, | think, the testinony that |
have | abel ed as Exhibit 009. So | may have
the older testinony. But |I'mgoing to use
page nunbers fromthat.

Do you m nd? 0097

Yeah.

So that's the testinony that was repl aced by
the 2017. So this --

Right. Well, that's the one | have, so
that's the one I"'mgoing to go through. |

actually don't have a copy of the nore recent

36
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one.
It was filed on March 29th, 2017.
Wl |, anyway, the one |I'm going through is
Exhi bit 009, and those are the page nunbers
and the lines that 1'"'mgoing to be referring
to.
Ckay.
So, in going through your testinony, you
first state that the SRP is approxinmately a
$77 mllion electric transm ssion project.
Has that been changed and updat ed?
Yes. The March 29th, 2017 testinony that
repl aced that was based on the $84 nillion
update - -
So that 77 has gone to 84.
Correct.
Now, in terns of |ooking at the benefit to
the conmmunities, you say that the total cost
of the Project has been allocated to the four
host comunities --
Correct.
-- is that correct?

And when you tal k about the total cost

of the Project being allocated to the

37
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communities -- and again, |I'mfocusing
specifically on property tax paynents -- is
that the 84 mllion or a | esser figure based

upon renoving costs that woul d not be

included in a property tax base?

Ei ght-four mllion.

So 84 mllion has been all ocated.

Correct.

Now, | know in the testinmony that | have in

front of nme, you tal k about the total project
cost as including engi neering, project
managenent, siting, material, construction
and ot her costs, such as testing. And you
renoved those costs and cone up wth an
esti mated cost of construction of 60 mllion;
is that correct? |'m1looking at Page 5, and
t hat woul d be Line 10.

(Wtness revi ews docunent.)

In the testinony that replaced that, that was

witten a little bit confusing. | think
was just reporting for the 60 mllion for an
opportunity, a way to explain it. But in

actuality, the 17.4, which is actually 19.1

Iin the replacenent testinony, was based on
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all the categories of what the Applicant
viewed out of the entire 8 mllion, how nuch
of it is spent on New Hanpshire | ocal

mat eri al s and workers.

But in | ooking at property tax paynents, what
Is taxed in the property tax is property,
real property that is |located wthin the
boundari es of the respective towns; is that
not correct?

Uility property is taxed differently.
Uility property is all real property. So
it's the entire cost of the Project,
including things |i ke AFUDC. The entire
capitalized value of the Project is included,
siting and everything. |It's not just the
pol e and that pole costs X-anpbunt of nobney.
In utility property taxes, it's the whole
cost of the Project is considered real
property.

When the town assesses a utility then, the
assessnent is based on the cost for the
entire property. Now, who determ nes that?
For the | ocal assessnent, it's the |ocal

t own. For the state assessnent, it's the
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DRA. However, there is a study conm ssion
going on right now, which I"'msitting on,
House Bill 324, to try and cone up with a
uni fi ed, consistent fornula across all towns.
There's no consistent fornula right now?
Correct.

Essentially what |I'masking is the val ue
woul d be determ ned by the respective towns?
Wl l, the Suprene Court has acknow edged five
approaches to value. And sone towns use sone
conbi nati on, sone towns use ot her

conbi nations. Sonetines they take the DRA
nunber. But you just can't make up anyt hing.
It is wwthin the -- it's supposed to be

wi thin these five approaches to val ue.

Now, one conplicating value in this instance
is that none of the town boundaries include
the portion of the cable that's in Little
Bay.

Well, the Conpany took the position, and

that's why the entire 84 mllion was
all ocated. And in ny attachnents, | showed
how nmuch of the 84 mllion was all ocated.

They nade the deci sion of how nuch woul d be

40
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all ocated in New ngton versus Durham And I
don't know whether they took the center of
the Little Bay or what the | egal basis for
that is. But the Conpany took the viewthat
the entire 84 mllion as taxable and
allocated it to those four.

How was it all ocated? By what nethod?

| believe it's physical, based on how nuch of
it is in each town.

Wll, if the town boundaries end on the nean
high tide line, howthen is it possible to
determ ne the percentage of the cable, which
is not in any town, and all ocate the
percentage of the cable to the towns?

Again, | was provided by the Applicant on
the -- you can see the allocation to

Newi ngt on and Dur ham ver sus Madbury and
Portsnouth. And |I'm sure the Applicant woul d
be happy to work with the Town of New ngton
and Durhamif sonebody felt that this was not
al | ocat ed properly.

| understand from your testinony that you
actually did not derive the allocation

met hodol ogy for assigning the value to each
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t own.

Correct.

That was given to you

Yes.

And did you exam ne it and determ ne whet her
you agreed or disagreed wth it?

| looked at it. And in terns of how nany
mles were in each comunity, the types of
construction that were in the two ends, the
Madbury and Portsnouth, and then the big cost
of the cable, the submarine cable, it seened
reasonabl e that about 90 percent of the

Proj ect cost was split between Durham and
Newi ngton. And it seened a reasonabl e

al l ocati on based on | ooking at 13 mles, or
12.9 ml es.

Well, there would al so be an allocation

bet ween New ngton and Durham woul dn't there
be?

Well, that's what | was provided. | was
provi ded that by the Applicant. |

requested -- in all the projects |I've done,
including like a pipeline where there's over

30 towns, that they nake the allocation of

42
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how nmuch of the Project is in each conmunity.
Do you have any idea how the property,
taxable -- | suppose taxable property tax

anmount woul d be divi ded bet ween New ngton and

Dur hanf

Well, again, that's in ny testinmony. [|If |
went to the nore updated -- | don't know if
you want me to |l ook at yours. It's been
replaced. | don't know where it is in
Exhibit 9. In ny testinony, it's -- I'm
sorry. | don't know what the nonencl ature
Is. It has an allocation, estinmted SRP

al l ocated cost by comunity: 3.5 mllion

Madbury, 43.3 mllion Durham 32.9 mllion
Newi ngton, 4.5 mllion Portsnouth, for a
total of $84.3 million. And | was provi ded

t hose all ocations by the Applicant based on

t heir construction.

So you didn't do any work to actually agree
or disagree with the allocation between,

l et's just say New ngton and Dur ham because
that's 90 percent.

Well, again, as | nentioned a few m nutes ago

when you asked, | did | ook at the nunbers of
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allocations, and it did seemto match in
terns of where the mles and where the costs
were. The submarine cable was a substanti al
portion of the Project, and presunmably that's
di vi ded sone way between the two towns. It
seened wthin the ballpark. If | had been
provi ded sonet hing that had 25 percent in
each community, that woul d have gotten ny
attention.

So it didn't get your attention. It seened
reasonable. But you didn't conduct an

I ndependent i nvestigation on your own to, for
exanpl e, | ook at the anmpbunt of shorefront or
the specifics on each town to say, well,

32 percent should go to New ngton and

40- sonet hi ng percent should go to Dur ham

No. | relied on the Applicant who has

engi neering drawi ngs and is allocating the
costs and building the Project to tell nme how
much construction is happening in each
communi ty.

And | saw in your testinony that you were
estimating -- and | know that this is going

to be difficult because you don't know what
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the town's budget is going to be, so you
don't know what the tax rate is going to be,
et cetera. But you were using a nunber, a
range of nunmbers sonewhat | ess than one
mllion to over one mllion for a total tax
benefit. And that would be fromthe

$84 mllion?

Well, again, you're looking -- in the
Appl i cant Exhibit 9, I'mnot seeing the
attachnents that have the sunmmary chart of
what the taxes were in each town. | do have
that fromthe testinony that replaced
Exhibit 9, March 29, 2017. And the overal
estimate of taxes was 1.6 mllion to 2. 2.
Ckay. So, 1.6 mllionto 2.2 mllion.
Correct.

And if you took 90 percent of that and

al l ocated that to Durham and New ngton, you'd
be at about 1.4 mlIlion. And so each of
those comunities is | ooking at sonewhat | ess
than a mllion dollars in property taxes?
Let's say 700, 000 or |ess.

No. Actually, that's not the way it worked.

Specifically, | built up an estimate for the

45
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four different taxes that the utility pays.
Yes, | was --

So the 1.6 to 2.2 is the local tax, the
county tax and the state tax. So, 90 percent
of it doesn't go to New ngton and Dur ham
because the 1.6 mllion to 2.2 includes the
state utility property tax, which is about a
half a mllion dollars, and it includes the
two county taxes, and then you have what's

|l eft, which are the local taxes. So they are
the mpjority, but not all of it.

Ckay. So, in terns of -- what I'minterested
inis |ocal property taxes.

Ckay.

Local property taxes alone. And what woul d
be the total nunber or anount of | ocal
property taxes that would be realized by the

| ocation of these facilities in the towns?

Ckay. It's between about --
I have a chart on Page 9 here. | can read
you what the chart says on Page 9. It says

956,000 to 1.4 mllion to the four | ocal
communi ti es.

Correct. Again, that's been replaced by the
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suppl enental testinony. Yes, that's the
correct line to be looking at in that
testinony. Yes.

So what has that 956,000 to 1.4 mllion been
updat ed to?

To 982,000 to 1.4 mllion.

1.4 mllion?

Yeah, it's pretty much the sane.

Ckay. So if you --

Slightly higher on the | ower end.

So that would be subject to the 90 percent

al l ocation, that nunber?

Again, the allocation conmes first. The
allocation is of the value of the Project.
Then | estimated taxes in each comunity,
using their town's tax rate and sone
variations. So the allocation cones first.
The 84 mllion was allocated to the four
communities. Then | go to each comunity's
tax rates and nodel sone different scenarios
to get an estimate for each of the four
communities. | go into the two counties' tax
rates and estinmate it. Then | go into the

state utility tax rate and estimate that.
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A

What |'mtrying to do is just sort of do a
back- of -t he- envel ope approxi mati on. |

under stand what you're saying in ternms of tax
rates on the respective comunities. But
what |"'mtrying to understand is if | were in
Durhamor if | were in New ngton and | want ed
to know about how much extra noney | would
receive in property taxes fromthis project,
what woul d that anmount be? And | understand
the difficulty in deriving it fromthis
nunber because you have towns with different
tax rates, et cetera. But would it be fair
to say that, back-of-the-envel ope

cal cul ati on, Durham New ngton, would be
about a half-mllion dollars in extra taxes?
Well, again, | don't have to do

back- of -t he- envel ope because it's in ny
filing and | have a chart. So, for Durham
it's 748,785 to 1.1 mllions, and for

Newi ngton it's 132,000 to 194,000. So |I have
t he estinmates there.

Ckay. So Durhamgets quite a bit nore than
Newi ngt on.

Well, Durham the allocated part of the

48
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Project in Durhamwas 43 m | lion versus

Newi ngt on of about 33 mllion. And of
course, Newington's tax rate is quite a bit

| ower than Dur ham

Ri ght. And of those nunbers that you got
from Dur ham and New ngton, did you | ook at
what percentage of the total tax revenues
col |l ected each year that would conprise? So
if I were in New ngton, how nmuch tax revenue
from Newi ngton -- for New ngton?

Newi ngt on was 132,000 to 194.

So if | got $132,000 fromthis project in
Newi ngt on, what percentage of the total
property tax receipts, approxinately, would

that be? | know you don't know what the tax

rate's going to be for next year or whatever.

But previous year budgets, you | ooked at

t hose. What percentage woul d that be?

You know, | haven't |ooked at that recently.
| don't recall. | did |look at what |evel

t hat woul d nake them as a taxpayer, and it
woul d put Eversource -- it would go fromthe
seventh | argest taxpayer in town to the

third. But | don't recall what the
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percent age is.
That wasn't actually ny question. [I'I]
rephrase nmy question.

Wiat |'minterested in knowing is, of
the total property tax receipts -- towns
recei ve X-anount of noney in property tax
recei pts every year -- what percentage is
that 132 mllion?

No, 132, 000.

Yeah, 132,000. Excuse ne. 132,000, what
percentage of that is that to the tota
property tax receipts | ast year?

| don't have that nunber in front of ne. |
recall looking at it, and | didn't ook at it
recently. | don't recall.

Do you know approxi mately how rmuch New ngton
receives in property tax on a yearly basis?
Well, excuse ne. | should take that back.
It's actually right in ny testinony, in terns
of the percent of value. So, for New ngton,
a $32 mllion project whichis -- in

Newi ngton, it would represent 3.3 percent of
t he tax base in 2015, which was the nunbers

that were nost recent at the tine. So if it
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represents about 3.3 percent of the tax base,
it's alittle bit less of the -- well, it's
about 3.3 percent of l|ocal spending. It's a
little bit different because of the state
property tax. So it's about 3.3 percent.
And t hat includes the school portion?
Yes. Local school portion, not the state
school portion.
Not the state property tax portion, but the
school portion of the property taxes.
Yes. Local schools. There's two state --
there's two education taxes at the | ocal
|l evel, kind of a pure local tax that the
utilities and everybody pays, and then the
state education tax. There, the utility pays
to the state. So the 3.3 percent is
muni ci pal spending, 3.3 of locally raised
noney for education, but it's not part of the
state education tax.
Ckay.

PRESI DI NG OFFI CER VWEATHERSBY: Ms.
Ludtke, I'mjust going to interrupt you for
just a noment because you' ve exceeded your

esti mat e. You can still continue but --
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MS. LUDTKE: | have one nore
questi on.

PRESI DI NG OFFI CER VWVEATHERSBY: Ckay.
Just giving you the heads- up.

MS. LUDTKE: |'mclose. One nore.

BY MS. LUDTKE:

Q

You said you nade no al |l owance for
depreci ati on on the value of the property?
| estimated year one, which is the full value
of the total cost of the Project. But | did
not estimte past year one of what the
property taxes would be. That woul d be
subj ect to whatever nethodol ogy is adopted
and what ends up being settled on or
litigated.
Presumably over tinme, the 3 percent that
Newi ngt on gets woul d decline and be a | ower
per cent age --
Well, not necessarily --

(Court Reporter interrupts.)
-- as the property went down in val ue?
-- because Newi ngton has such a significant
part of their property tax base in utilities

that are all subject to depreciation, |
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actually don't know if it would necessarily
decline as a percent, even though it would be
depreci ati ng, because a big part of their
properties are also depreciation. And it
woul d depend on what happens to the rest of
the town. But in general, you' d expect the
value to decline over tinme. But whether it
declines as a percent really depends on what
else is going on in town and also if the

state ends up adopting a fornula that's

di fferent.
Thank you.
PRESI DI NG OFFI CER WEATHERSBY: Thank
you.
Attorney Brown for Durham
Residents. OCh, I"'msorry. That was for M.

Varney. You don't have any questi ons;
correct?
[ No verbal response]

PRESI DI NG OFFI CER WEATHERSBY: | read
the wong chart. And other than Counsel for
the Public, there's no other party here to ask
questions of Dr. Shapiro; is that correct?

[ No verbal response]
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PRESI DI NG OFFI CER WEATHERSBY: Ckay.

Attorney Aslin.
CROSS- EXAM NATI ON

BY MR ASLIN:

Q Good afternoon, Dr. Shapiro. How are you?

A Good.

Q | want to just followup a little bit on the
di scussion you had with Attorney Ludtke. You
wer e readi ng some nunbers from your report,
and I just want to see if we have the right
docunent .

Wiile | slowly zoomout, | believe the
updated figures that you referred to are in

Applicant's 101. Does that sound correct?

And eventually we'll be able to see it on the
screen.
A Yes, that natches.

Q Ckay. So this is Applicant's 101. And |
think this is the anended tables that go
along with your testinony?

A Correct.

Q Ckay. And so those are the nunbers, the
percentages on the right, that you were

referring to with Attorney Ludtke?
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Correct.

And then on the second page, is that the
esti mated range of property taxes for the
first year?

For the local portion. Correct.

Yeah, | ocal portion. Okay.

And you testified that these are only
the first-year estinmate for local -- or for
all the taxes; right?

Correct.

So, regardl ess of what type of depreciation
Is applied, this is the estimate for sort of
t he hi ghest anount of tax that a town will be
getting fromthis project?

In ny opinion, the first year is usually the
hi ghest. However, sone towns have been using
nmet hodol ogi es where they trend the costs up
each year and subtract depreciation. So it's
possible. And | have seen sone instances
wher e sone assessors have said that the
trending cost increase is actually greater

t han the depreciation. And in that case, the
val ue woul d actually go up. But that is not

what | expect, but it is possible.
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Ckay. So there m ght be sonme circunstance
where these estimtes would underestinate the
tax in a given year?

It's possible.

But nore likely this is sort of the top wll
decline in sone way wth depreciation over
tinme.

Correct.

Ckay. You al so had sone testinony earlier
with | think both Attorneys Patch and Gei ger
about the REM nodeling. And | believe you
said you did not nodel any negative econom c
i nputs; is that correct?

Correct.

And general |y speaki ng, the REM nodel takes
costs that are expended on a project and
processes themin terns of their inpacts to
t he econony?

If that's what you're nodeling. | nean, if
you're nodeling |like a gas tax increase, for
exanple, which I did a study on that, so |
put it in as increased construction costs,
which is nore simlar to this type of

exerci se than what you just laid out, but I
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al so nodel ed a reduction in consuner spendi ng
because there the gas tax al so woul d reduce
personal income. So | nodeled both at the
sane tine into the REM nodel

But in this case, | think you just nodel ed
the i nput of added construction costs --
Correct.

-- and the inpact that would have on direct
spending in the comunities, as well as

i ndi rect and i nduced spendi ng?

Correct.

And direct spending is sonething that
translates into sales in town and stores.

And also are job salaries included in that?
If I may expl ain?

Pl ease.

So the direct -- the Applicant was estimating
that out of the $84 mllion budget, about

23 percent would be directly spent on New
Hanmpshire | abor and materials. So that's
what they woul d be spending, as you laid out.
Sometimes that then also |leads, and in this
case, also estimates indirect spending for

t he busi nesses that are supporting who you're
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spending directly with. So, yes.
And so you said it was 23 percent of the
Proj ect budget. Is that the 19.1 mllion
figure in your report?
Yes.
So that's the anobunt of project spending,
direct spending that was estinmated to occur
I n New Hanmpshire.
Correct.
And then that also triggers sone indirect
spendi ng - -
Yes --
-- that's on top of that.
-- and i nduced.
And i nduced. Ckay.

You're aware that this is a reliability
project; correct?
Correct.
And that the cost of the Project wll be
recovered through rates on custoners?
Correct.
And | think we heard sone testinony from M.
Cull en that about 9 percent of the Project

cost will be recovered by New Hanpshire
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rat epayers.

Correct.

Did you factor into your analysis the
expenditure of that rate increase for New

Hanpshire ratepayers?

No, | did not, for two reasons. One, it was
relatively small. And you spread it out,
unlike if it were 84 mllion all on New

Hanpshire. That would raise a different
i ssue than | would | ook at to nodel.

The second issue is that, while there's
a spending, there's also areliability
benefit. And | didn't nodel the reliability
and what happens, you know, what is the val ue
of reliability. So if you're going to --
you' d want to at |east consider that. So it
was a very small nunmber. And also, as a
reliability project, that has certain energy
benefits as well, although that's nore
difficult to quantify in this type of
approach to nodel i ng.
So, the roughly 7-1/2-mllion-dollar cost to
New Hanpshire ratepayers is deened too snall.

Is that in part because it's spread out over
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the economc life of the Project?

A Correct, and because it's required. The
flipside is reliability. So, you know, I
want to take a look at, if | were going to
nodel the costs, 1'd want to take into
consi derati on what woul d be the val ue of
reliability.

Q So, essentially, your analysis is really just
| ooki ng at the direct and kind of indirect
pi ece of the spending on the project and
didn't get into the nuances of sone of these
ot her potential benefits or inpacts.

A Correct.

Q Ckay. Thank you very nuch.

PRESI DI NG OFFI CER VWEATHERSBY: Ckay.
Questions fromthe Commttee? M. \Vay.

QUESTI ONS BY SUBCOW TTEE MEMBERS AND/ OR COUNSEL.:

BY MR VAY:

Q Good afternoon, Dr. Shapiro.

A Good afternoon.

Q Foll owi ng up on a couple earlier things. [|I'm
| ooki ng at your prefiled and | ooki ng at your
amended. And when | | ook at the job

estimates, seens |like the prefiled in '16 had
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sonewhat hi gher nunmbers than '17. And |

noti ce that obviously the costs of the

Proj ect have gone up in '17 to the

84 mllion. | think I know why that is. But
could you tell ne what's responsible for

bri ngi ng that nunber down?

Sure. The tinme between the first tine |
estimated and the second tine | estimated, |
had to renew the REM nodel. And |'ve been
doing this for over 15 years, and this was
the first time. Every five years they do an
updat e where they go back and actually do a
deep dive into their data and realign it and
bench mark. And al t hough they update each
year with new avail abl e data, you don't
really see much change. But every five years
t hey nake a substantial |ook. And the

rel ati onship had reduced in New Hanpshire

bet ween i nvestments and the nunber of jobs
since prior. So the data that they had
relied on fromthe governnent of i nput/output
nodel s had changed. And | was perpl exed when
we first got the analysis, because how can |

put in nore noney and have | ess of an inpact.
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So we did take a deep dive into a rather |ong
conversation with REM about why it happened.
And the economic structure has changed. Not

a big surprise. And it was reflected in the
nunbers. So the actual underlying nodel had
reduced the relationship sonewhat, so hence

t he out put.

Ckay. Well, | didn't know.

But | was al so wondering, too, if that
reduction, or maybe if there was a reduction,
was that also the result of the fact that
sone route accommobdati ons had been made, and
route acconmodati ons mght result in a
different input into the REM nodel that
coul d affect the nunmber of workers as well?
I's that sonething that could be contributing
her e?

No. | nean, because from again, ny focus on
t he constructi on budget and the estinmate of
how much woul d be spent on | ocal | abor and
materials, it actually increased. Wen the
Proj ect nunbers went from77 to 84 mllion,
the estimate on New Hanpshire direct, you

know, | abor and naterials, went from about 17
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mllion to 19 mllion. So it did actually

I ncrease, you know, not to do wth these

ot her types of things. 1In fact, sone of

t hese things that |'ve heard about would seem
to increase the spendi ng because a | ot of the
mtigation |'ve heard about in the proceedi ng
nore recently are New Hanpshire-based
spending. So that m ght have sone additi onal
i npact over time.

But in terns of the Project costs and
the estimates fromthe Applicant, they have
that 19.1 mllion of what they estimated for
spending, and it does include sonme things
li ke land clearing -- not clearing --
| andscape afterward. So that was anti ci pat ed
as part of why you have that 19.1 mllion
spent | ocally.

In terns of evaluating the inpacts to

busi nesses, | appreciate what you're saying.
You' ve got to get information that cones to

you. For you to actually have an input, it

can't be anecdotal. You' d have to have sone
revenue nunbers or sonething. And you' ve

recei ved nothing of that sort fromany of the
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outreach that it's occurred?

Correct. And, you know, | did reviewthe

i ntervenor testinony to look at it, and
especially with the, you know, the oyster
farms. And |'ve sat in on the technical
sessions to try and hear, you know, was there
sone estimate of sonme big nunber that I

m ssed. And | just didn't see anything.

So there's no big revenue |oss, particularly,
| take it, to its nth degree of |oss of jobs.
You' re not seeing anything |like that --

No.

-- or hearing anything like that.

No.

And | was listening to the thing on the Fox
Run Mall as well, and | understand what

you' re saying, being the parking lot. | was
just thinking back to the other day, and |
believe | was talking to M. Bowes. And he
was saying that there really was not a good

| i ne of communication with the nall. So you
don't really have anything to suggest one way
or the other in that case --

Correct.
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Q

It's not that they're okay with it, it's you
just haven't gotten information back or
forth?
Yeah, | apol ogize. | renenber reading
sonet hing where it had changed. And | guess
I m sunderstood that that was based on the
Appl i cant doi ng what they thought was best,
not based on a |line of conmunication. | was
not aware of that.
All right. Thank you very nuch.

PRESI DI NG OFFI CER WEATHERSBY:  Any
ot her questions fromthe Commttee? M.

Fitzgeral d.

BY MR FlI TZGERALD:

Q

Good afternoon. |'m neither an econom st nor
a doctor, so please bear with ny | ack of
know edge in this area.

Rel ative to | ocal inpacts particularly,
are there inpacts, and are they accounted for
in your nodeling from-- you know, for
i nstance, constructi on workers buyi ng
services in the area where they're working
and using hotels and things like that? Do

t hose generally amount to nuch of an inpact?
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You nentioned the negative inpacts are
usually pretty small. Are those of much

i npact on this?

In ny experience, the construction inpacts,
in terns of the spending, are usually fairly
significant at the local level. You know,
you start noving a hundred people at the peak
of heavy construction, you're spending a fair
amount of noney | ocally on goods and
services. So that is what REM is trying to
get at, where you're spending the

19.1 mllion on, you know, engi neering, on
construction workers, on sanitation issues.
And then those folks are -- those busi nesses
are relying on other businesses, and then
that al so i nduces, which is what your exanple
i's, where you' re then going and spendi ng
additional nonies. So that's really what the
REM nodel is trying to get at. You know,
the construction teamis able to, with their
experience, say, okay, | think we can get

| ocal | abor and | ocal nmaterials for

23 percent of the cost of this project. But

what kind of inpact is that 19.1 mllion

{ SEC 2015-04} [Day 6 AFTERNOON ONLY] {09-21-18}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: SHAPIRO]

Q

spent on the econony? How nany jobs and --
So you're accounting for nore than just the
di rect constructi on spendi ng.

Correct. Wth REM, that's really the
purpose of REM is to try to get at that

I ndirect and i nduced, so you get a flavor for
the econom c inpacts fromthose spending.
Ckay. And that leads right into ny next
question. M/ very limted experience with
REM has been an eval uati on of nore regional
policy aspects and so on. And | assunme you
chose it because it was appropriate for it.
But is that generally the tool that's used to
ook at -- | nean, | realize it's large for
New Hanpshire. But in the schene of the

regi onal econony, it's not that huge. And
you're |l ooking at a rather limted area.

REM 1is the appropriate tool for that?

Well, just to clarify, I can't tell you how
much of that 19.1 mllion spent on | ocal New
Hanpshire and what it indirectly induces is

t he Seacoast Regi on of New Hanpshire versus
t he state as a whol e.

Ckay.
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A So the |l evel of analysis is New Hampshire.
So | rented the New Hanpshire nodel. So
that's not uncommon at all in REM to use the
state-level nodel. And it takes into account
that there's going to be | eakages to Mi ne
and Massachusetts, you know, for sone of the
benefits. Wenever you have a construction
project in New Hanpshire, there's going to be
sonme benefits nore regionally. But by
| ooki ng at the New Hanpshire nodel, |'mjust
trying to capture for the SEC t he New
Hanmpshi re benefits.

Q Good. Thank you very nuch. Appreciate it.

PRESI DI NG OFFI CER WEATHERSBY: O her

Comm ttee nenbers? | have a coupl e.

BY PRESI DI NG OFFI CER WEATHERSBY:

Q Just to clarify a couple things about
property taxes.

A Sur e.

Q The utilities in Little Bay, did | understand
you correctly that PSNH Eversource intends to
al l ocate those utilities to Durham and
Newi ngt on for property tax purposes?

A. Yes.
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And t he percentages that were in your tables
there, those are the, at this point, the

i nt ended percentage all ocations?

Yes.

And you provided us with tax paynent
estimates to the various communities for the
first year and did not provide us wth an
estimate of taxes paid over the life of the
Project. | think you said it was too
difficult to nodel given the nunber of

vari ables. Kind of paraphrasing. But why
did you not provide us with an esti nate of
the property taxes for the reliability
project over the life of the Project?

Yes. Fromwhat | have seen over tine from
the SEC, it's very rare to see anybody

esti mate past the first year, because the

hi story in New Hanpshire is there's such a
di vergent view of what the value of utility
property is after the first few years, that
you end up just arguing nore. And so up
until -- actually, | think | was the first
one to start putting it in. Years ago, with

the Portland Natural Gas Transm ssi on System
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[WITNESS: SHAPIRO]

| also gave a 20-year estimate, as | did with
Nort hern Pass. You rarely see it because
nost peopl e are unconfortabl e taking any type
of estinate. So the only estimte you can
really take, in ny view, and the only one |I'd
be confortable with, is the | east possible
nunber because | don't want to suggest it's
sonet hi ng higher. But of course, the towns
have a view that it is higher. And probably
the formula, if the state is successful, wll
be sonething in between. So, years ago it
used to always be, well, just assune it never
changes, whatever it is the first year. So
because of the unknowns there, | think it's a
good marker for the first year. And | think
you can i nmagi ne there woul d be sonme decline
gradually over tine. It will not go to zero.
| don't see that in New Hanpshire, because
under New Hanpshire, the viewis it still has
sone taxable value, even if it's still not
generating revenue. That's been what |'ve
seen. There are different views on that.
Peopl e have different opinions about whet her

that's right or wong. But as a practical
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[WITNESS: SHAPIRO]

matter, they're continuing to be taxed even
after they' re depreciated.

Ckay. So, clearly there has been a

di fference of opinion between what the
utility may think their assets are val ued at
and what a community thinks they're val ued
at; therefore, that affects the property tax
rate. In the past, Eversource has sought
vari ous tax abatenents because of that

di sagreenent, and hence t he proposed

| egislation to help sort out all of that

I Ssue.

But until that is sorted out, what is
the position of Eversource, or the Applicant,
PSNH, concerni ng seeki ng tax abatenments? Are
they willing to pledge not to, as they did in
Nort hern Pass, or just going to kind of see
how t hi ngs shake out?

Yeah, I'mnot aware. But ny experience is

t hat, because there's a known net hod of net
book, that the utilities, including
Eversource, are not seeking abatenents. So
there is sone nunber you can predict and know

that it's not going to go bel ow t hat.
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[WITNESS: SHAPIRO]

don't know why it would be in anybody -- in
any taxpayer's interest to file an abat enent
if it's at that net book -- it's at that net
method. So it's really -- if the town ends
up valuing it sonething substantially higher,
then I don't know. | don't know.

Fai r enough.

Concerning the estimtes of the jobs,
your analysis of those jobs, were those just
New Hanpshire residents, or was it other
folks comng in to work in New Hanpshire?
These are estimates bei ng New Hanpshire
resi dents.

Ckay. And would you be the correct wtness
to tal k about the clainms process, or is that
M. Varney, should there be a business | oss
as a result of the Project?

I have a general understanding just from
reading it. Which wtness did you think
was - -

Is it M. Varney? Wwo is the wtness that
we'd talk to if a business suffers a | oss,
say Ms. Heald and the nursery business, or

the oyster farn? W're told there's a clains
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[WITNESS: SHAPIRO]
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process that they can submt to try to
docunent their | oss and receive sone

rei mbur sement .

Well, | can give you a little bit of an
overvi ew because this was sonet hing that was
extrenmely inportant to ne. Because as a
wWitness that's estimating for the SEC what is
the jobs, incone and taxes associated with
the Project, | want to be apprised of what

t he potential offsets are, sone of the
questions that cane up before, and if there's
any type of nechani smto nmake sonebody whol e,
because then | can feel like | didn't mss
anyt hi ng because if there is sone uni ntended,
negati ve i npact on sonebody to be able to
make whol e.

So | did review, and ny understanding is
it's basically a mtigation and di spute
resolution process. And it's really four
steps. So if you're a business or an
i ndi vi dual property owner -- the first thing
is that right out of the gate the Conpany has
agreed, | guess through this process, the

Applicant woul d post the information about
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[WITNESS: SHAPIRO]

74

the Project. And if anybody contacted the
Conpany and had any concerns, they nust
respond to themwi thin 10 days and try and
work out a mitigation plan to nake sure. So,
even, you know, right up front you want to
try and not get to anything not farther. So
that's, |ike, step one.

Step two is if that business is not
happy with the folks they neet with and they
don't feel like they got the right mtigation
plan for their plantings or whatever it is,
they can go to the next level in the Conpany
and ask for an executive review wthin the
Conpany. So take it outside the Project team
and kind of push it up alittle bit for
sonebody in the Conpany to see if you can get
sonme relief there.

And if they're still not getting what
they want, they're still not feeling they're
getting the conpensati on because sonet hi ng
bad happened, they can then elect to go to
non- bi ndi ng medi ati on. Now, that would then
take them out of the courts, you know. It's

not binding, but | think you are then out of
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[WITNESS: SHAPIRO]
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t he courts.

And if you still can't get the right
t hi ng t hrough a non-bi ndi ng nedi ati on, where
the nediator is off of the, you know, web
site of who's considered an appropriate
medi ator in New Hanpshire, then you get to
the fourth aspect, which is a dispute
resolution process. And here | think the
concept is that the SEC woul d appoi nt
sonmebody, like a retired judge, an
i ndependent, retired judge. And they can
nedi ate the di spute, or whatever the correct
|l egal word is on that, to address that.

And al so there woul d be $100, 000 to fund
t hat di spute resolution process, which is
kind of like the fourth leg of it.
So that's good to hear. WMaybe that's in the
record sonewhere. | wasn't aware of all
that, so | appreciate that.

Maybe on a nore sinple level, if they
wor ked with Eversource and got a plan in
pl ace, but despite the plan sonething goes a
little bit awry and they can't get access to

t he business for three days and they suffer a

{ SEC 2015-04} [Day 6 AFTERNOON ONLY] {09-21-18}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: SHAPIRO]

| oss, in other projects | think there's been
a process where they can docunent that | oss

and seek rei nbursenent. That is the case --

A Correct.
Q -- here as well; correct?

A Correct. That is correct. It's for damage

to property. But nore what | think you're
getting at, Madam Chair, is | oss of business
or loss of incone. So, again, docunenting
that. And/or dimnution in the value of your

property. So it also covers that as well.

Q Thank you. | have nothing further.

PRESI DI NG OFFI CER WEATHERSBY:
Attorney | acopi no, do you have any questions?

MR | ACOPI NO No.

PRESI DI NG OFFI CER VWVEATHERSBY: Ckay.
Anybody el se? Any redirect?

MR. NEEDLEMAN:  Madam Chair, | think

t he proposed stipul ated conditions between

Ever source and Counsel for the Public was fil ed

on Monday with the Committee, and that's in
there along with a series of other ones.
REDI RECT EXAM NATI ON
BY MR NEEDLENAN:
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[WITNESS: SHAPIRO]
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Going back to this issue of the Fox Run Ml l,
if we could put up Exhibit 140 agai n,
Attachnment A, This is the Qutreach Sunmary
that was attached to M. Bowes' testinony.
And | wanted to go to the bottom of Page 14,
the Qutreach Summary. And at the very bottom
of Page 14 there's a header "Crossings at Fox
Run Mall." Then you go to the top of Page
15, and there's a description there of all of
the Project's dealings with Fox Run Mall.

So ny question is: Wre you aware -- |
know you were generally aware that the
Proj ect had reached out and tried to deal
wth Fox Run Mall. Wre you aware of the
extent of the dealings and that efforts had
started in July of 2015, according to the
Qutreach Summary?
No, | had forgotten that. Now |I'm aware. |
did read this and it slipped ny m nd.
The questions from Ms. Ceiger, you know, were
do you think that there could be sonme adverse
I npact associated with the Project at the
mal |, and did you account for it. | guess ny

question for you is: |If these dealings had
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[WITNESS: SHAPIRO]

been going on for the course of the |last few
years, and the owners of the mall had the
opportunity to raise these concerns with the
Project, in your opinion, do you think if

t hey had those concerns they would have

rai sed thenf

Yes. | think that's why ny recoll ection was
it was not an issue because | thought it had
been dealt with. Actually, it had been
attenpted to deal, but nothing el se had cone
back -- so, yes, that is ny opinion. |If
sonebody' s concerned, they woul d contact the
Proj ect.

Thank you.

PRESI DI NG OFFI CER WEATHERSBY: Ckay.

We actually finished ahead of schedule. And

t hi nking we would go | onger, we let M. Varney

go home. So we'll be done for the day. Enjoy

your weekend. W'Il| see you back here --
Thank you, Dr. Shapiro, for your
t esti nony.
W' Il see you fol ks back here
Monday norni ng when we will have M. Varney.

M5. MONROE: W have the lineup is
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[WITNESS: SHAPIRO]

Dr. Chalnmers wll go first, foll owed by
Dr. WlliamBailey. And if time permts, we'll
start with M. Varney.
PRESI DI NG OFFI CER VWVEATHERSBY: Ckay.

Thank you all

(Wher eupon the Day 6 Afternoon

Sessi on was adj ourned at 4:00

p.m, with the Day 7 hearing to resune

on Monday, Septenber 24, 2018

commencing at 9: 00 a. m)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that | amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|

financially interested in this action.

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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