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[WITNESS: QUINLAN]

AFTERNOON SESSI ON
(Resuned at 1:14 p.m)

CHARI MAN HONI GBERG W' re back
on the record. | think Ms. Whitaker wanted to

questi on next.

| NTERROGATORI ES BY MS. VWH TAKER

Q
A

Q

Hi .

Good afternoon.

M. Quinlan, we had some view sinulations
fromthe Forest Society yesterday of Big

Di anond Pond and Bi g Dumrer Pond up north,
and you had nentioned that there were steps

t hat could be taken for those towers to be

| ess visible than they Were maybe in the
visual sinulations that we saw. | was
wonderi ng how that process occurs so how does
t he people -- how do the people on the ground
putting in those towers decide what to put
in? Is that sonmething that's nade as a

deci sion way ahead of time? O if sonebody
spent a lot of tine, say, fishing or |iving
or canping at one of those ponds, would they
have to initiate that process and say, Hey,

we'd |i ke sone steps taken to nake those
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[WITNESS: QUINLAN]

towers | ess visible?

So, in essence, obviously the decision has to
be nade as to what the final design is before
we begin to construct any particul ar
structure. So we are in the process of
finalizing the design, and one of the points
| made yesterday is that those view

sinmul ations were from 2014. In sone

i nstances |'m aware that we've al ready nade
changes that are reflected in our
Application. Sonme of the lattice structures
that were originally contenpl ated have been
changed to a nore streanti ned nonopol e
structure. | didn't know whet her those
particul ar structures had been changed.

But even beyond that, to your point, you
know, as we nove through this final design
phase and engi neeri ng phase, we're | ooking at
virtually every structure along the route to
determne its final configuration: Wat is
its location? What is its height? Is it a
nonopol e or a lattice structure? Wat type
of material to use because that could change

the coloration. Do we apply extra finishes

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

Q

to the structure? So that's going to play
out essentially between now and when we start
t he construction, which would be hopefully
early in 2018. Now, if there were a
| andowner or interested party who had a
perspective or thought about any given
structure, | nentioned our outreach team
Probably the best way to raise that is
t hrough our outreach team W oftentines
arrange field visits with the individual and
actually get our engineers out in the field
and | ook at options for reducing visual
i mpacts. Now, as | said yesterday, there are
a lot of techniques that can be used, and you
really have to evaluate themon a
case- by-case basis based on, you know,
physically where you're | ocated, what's the
backdrop, you know, do you have flexibility
to nove the structure or |ower the structure.
So there are tools available to us to
reduce visual inpacts, and it really does
requi re a case-by-case analysis. But we're
certainly open to having those discussions.

So where would we as the Commttee | ook for
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[WITNESS: QUINLAN]

the nost up-to-date information regarding
t hat ?
On desi gn?
Yeah, for specific |ocations.
Yes. Do you have a particular location in
m nd or just generally --
I"mthinking we're all fromdifferent parts
of the state, and we m ght be keying in to
our parts of the state where we live, and so
each of us m ght be | ooking for specific
i nformati on regardi ng specific | ocations.
Yes. Yes, so I'mtrying to think through
what's the single best location. | believe
on our web site, subject to check, we have
sonme of the design details. Maybe | could
| ook to counsel to confirmthat.

W TNESS QUI NLAN: Marvin's,
per haps, or Barry?

MR. NEEDLEMAN:. Well, yeah, it'
certainly on the web site. There are
t own- by-town descri ptions of what the Project
| ooks like there, and there's infornmation
related to the specific towns. | would also

think that to the extent that any Conmttee
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[WITNESS: QUINLAN]

menbers have specific questions about certain
portions of the line in particul ar geographic
areas, | know the construction panel is going
to be prepared to address that and even w ||
have the capability on the conputer to call up
t hose specific areas and gi ve you exact
i nformati on about the types of structures
proposed in those areas.

M5. WH TAKER. W th visua
si mul ati ons?

MR. NEEDLEMAN:. AlIl of the
vi sual sinulations that have been done w ||
certainly be available. There are certainly
| ocati ons where there are not visual
simul ati ons that have been done by any party.

M5. WH TAKER  Ckay. Thank you.
The other tool that sounds |like they'll have
avai |l able to them is our overall design
configuration, called the One Touch System
in which you could pick any structure at any
| ocation along the route and zoomin and get
sonme detail as to what the design | ooks |ike
in that specific location, what's the

structure height, what type of structure, you
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[WITNESS: QUINLAN]

know, right-of-way w dths. You know, there's
a lot of detail in that system And for many
of those | ocations, visual sinulations have
been creat ed.

And that will be here when the construction
panel is speaking?

Correct.

MR. NEEDLEMAN: Yeah.

MR TACOPINO Is it in your
exhi bits now? Do you know what exhi bits they
are or --

MR. NEEDLEMAN: | don't believe
that it's listed as an exhibit at this point.
It's not our intention to put the whole
conmputer programin as an exhibit.

MR. | ACOPI NO \What about the
maps? Are they somewhere in your exhibits that
the Commttee could take a | ook at thenf

MR. NEEDLEMAN:. Oh, yeah. The
line maps? Those are definitely in there.

MR. | ACOPINOG Do you renenber
what exhibit they are?

MR. NEEDLEMAN: | don't, but I

can find out and |l et you know.
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[WITNESS: QUINLAN]

10

MR. | ACOPI NO Thank you.

MR ROTH: M. Chairman, if |
may. This programthat was just described has
not been available to the parties through the
case.

CHARI MAN HONI GBERG  Okay.

Ms. Wi taker, other questions?

MS. VH TAKER No.

CHARI MAN HONI GBERG M. Way.

MR WAY: May | do a follow up

on that question?

| NTERROGATORI ES BY MR VWAY:

Q

Yest erday there was a di scussi on about

avoi ding certain areas, and | was wonderi ng
if you mght want to expand upon that or
clarify. And when you avoid certain areas,
is it because of distance-based? Is it
because of visibility-based? Is it -- what
factors in your understanding are going into
t hat deci si on?

Yes, so ny recollection is you're referring
to the discussion we had concerning -- |I'm
trying to locate it in M. Muintz's prefil ed

testi nony.
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[WITNESS: QUINLAN]

11

(Wtness revi ews docunent.)
Yes, the New Hanpshire Shorel and Wat er
Quality Protection Act. And the question was
around avoi dance. And | was asked a series
of questions as to what does it nean to
"avoi d" and was shown view sinul ati ons, sone
of which were a mle or nore away, and was
t hat avoi ding. And, you know, in sone
i nstances to me they were visible, but not in
all. | believe the Act is nore focused on
I mpacts on those shorel ands, you know,
proximty to the bodies of water, if you
will. Again, | deferred the detail ed
questions to M. Bowes and the construction
panel as to what those distances are.

But | think the Act itself really
focuses on inpacts on the body of water from
erosion or other perspectives and not
necessarily visual inpacts, particularly from
a mle or nore away. | believe there may
well be a distance criterion in the Act, but,
again, M. Bowes is the person to ask.

Thank you very nuch. | also have sone ot her

questions, too. Mybe we can talk a little
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bit about the job pipeline that you di scussed
yest erday because everybody is focusing,
obvi ously, on the 2600 jobs and where they're
comng from And | guess let's start at the
community col |l ege setup that you tal ked
about. M/ understanding is there is a
programin place right now?
Yes, the first class began in January of this
year, 2017.
And how many students did you say?
| believe the initial class is 12, 12
students who are in a certificate program
They wll intern with Eversource this com ng,
summer, and then, assum ng they've gone
t hrough all of that successfully, they wll
join our five-year apprentice training
program

We're in the process of recruiting for
t he next class, which will be in the fall of
this year. And the class size is going to
grow, the next round of apprentices. So this
is going to growin size with respect to
nunber of students, as well as ny expectation

is it will nove froma certificate programto

12
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[WITNESS: QUINLAN]

>

13

an associ ate's degree program And that w ||
all precede the student's entry into our
formal apprentice. So they will spend two
years in a comunity coll ege environnent

| earning electrical theory; they' Il intern

Wi th us during breaks, and upon successf ul
graduation they' || be considered for our
conpany enpl oynent as an enpl oyee i nto our
apprentice training, which is a very | engthy
trai ni ng process.

A five-year progranf

Fi ve-year programto be fully qualified, yes.
O those 12 students, 15 students, whichever,
how many of those wll enter into the form
five-year progranf

My expectation for this first class is that
all of themw ll. Assum ng successful
conpletion, | anticipate hiring all of them
Any of the students that you see going

t hrough this program do you see having a
direct inpact with the Project, direct

enpl oy?

| do. | think it's a feeder into the

apprenti ceshi ps not only with our conpany,
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[WITNESS: QUINLAN]

but potentially with our contractors,
ultimately. You know, generally these types
of projects have a mix of fully qualified
l i ne workers, along with individuals who are,
i n essence, apprentices. They're going
through their five-year progression training.
So that's the way you learn the skill of the
trade is in the field. You know, the goal
here is we start in the classroomw th basic
el ectrical theory so they understand the
conpl exity of the business, and then the
five-year process is to develop the skill of
the trade, and they do that in the field.
So, yes, | expect many of these individuals
wll ultimately be involved in the Northern
Pass Project or other projects across New
Hanpshi re.

Q Thank you. You have a Project Labor

Agreenent that --

A Yes.

Q -- is in effect?

A Yes.

Q And did | hear you nmention that you' ve

already had job fairs up north and that

14
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15

t hey' ve been successful ?

A Yes, both job fairs and contractor fairs. So
that's our second apprentice program The
first one I'"'mreferring tois largely a
feeder for enploynent into PSNH or Eversource
New Hanpshire. The ot her apprentice training
programis the one we | aunched with the | BEW
under the Project Labor Agreenment. And those
candi dates are interning with contractors
under the Project Labor Agreenent, so they're
not interning with ny conpany. They're
wor ki ng on projects here in New Hanpshire
| earning the skill of the trade.

Q And the job fair is to get theminto that
apprenti ceshi p progranf

A No. The way we recruit for these apprentices
is through open houses or job fairs. And
we' ve had several of them W have five of
t hem com ng up over the next couple nonths to
recruit generally young high school students
into the trade. And they've been very
successf ul .

We al so had broader job fairs beyond the

electrical trade in the North Country to
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© 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: QUINLAN]

det erm ne how nuch sourcing can we do locally
in the North Country. And, you know, in

t hose i nstances we're | ooking at all nanner
of construction trades, you know, not only

el ectrical workers, but | oggers, general
construction workers, truckers, all the way
to restaurants and hotels that can provide
services. So we've had extensive contractor
and job fairs up north either for individuals
or contractors across a wide range of skills
and resources.

As t he unenpl oynent rate has gone downwards,
we've had to re-evaluate what it neans to be
a "successful"™ job fair.

Yes.

And |'m just wondering what your definition
was of a "successful" job fair or open house.
Are we tal king 10 people? Forty people? O
what's your --

No. We've had -- |'ve personally been to
contractor fairs. So these are not

i ndi viduals. These are contractors, where
I'd say in nost instances 100 to 200

contractors. So | think during one period we

16
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[WITNESS: QUINLAN]

had t hree consecutive contractor fairs across
t hree days, and over 300 contractors
participated. W just recently had one that
was specific to the | ogging industry.

So, one of the things I'mtrying to
encourage for us to do our vegetation
managenent or tree-trimm ng usi ng New
Hanmpshire resources, not just for Northern
Pass, but for all the vegetati on nmanagenent
that we do statewide. And that was very
hi ghly successful. | think it was held right
here in Concord. And I'mgoing to say there
were 30 just |logging contractors. Now, that
t hat probably represents several hundred
| oggers. So, you know, we're not talKking
about 10 or 20 or 50 contractors. W're
t al ki ng hundreds of contractors.

Very good. And so, in terns of the talent
attraction up north, and obviously your

intent to hire locally --

Yes.

-- 1 think there's the intent and there may
be a reality that sets in. But I'malso
wondering -- you're going to cone up with a

17
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delta of people that you need to get. |Is
that delta -- do you think that can be fed if
we | ook at the area proper? For exanple, if
you go over the border in Vernont or you go
over to Maine, which still can have an
econom ¢ i npact to New Hampshire, do you
think that you can get the mgjority of that
delta there in conbination with all these

ot her things you' re tal king about, or are we
novi ng people from Texas? Are you recruiting
from busi nesses that may not have that much
of a lasting inpact?

A Yeah, you know, our first priority is going
to be New Hanpshire. | think there are areas
where |I'm confident we're going to be able to
source the service or the skill locally
within the state. There are certain things
where the state does it very well. W
menti oned road buil ding and supply of gravel
and foundational work. Just general
construction particularly up in the North
Country, we found, you know, a "deep bench,™
if you will, particularly non-uni on workers.

So | think we're going to be in very good
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shape there. There are sone specialties
where we're clearly going to have to go
beyond New Hampshire. There's just not
enough qualified line workers in this state
to execute a project this size. Sone of this
work is very highly skilled. So, the
particular splicing of the electrical cable,
you know, putting two pieces of cable
together and splicing it, that's highly

speci alized. You know, in sone instances we
may have to go beyond New Engl and. But our
first priority is New Hanpshire; second
priority is locally within the region
generally; and if we can't find that | ocal
talent, we'll go el sewhere. But it's a -- we
have a very strong preference for doing this
| ocal ly, particularly in New Hanpshire. |
mean, it just makes sense. And the econom cs
makes sense because you're not flying people
in from Texas, for exanple, and housi ng them
here. |If they live and work in New
Hanmpshire, it's the best circunstance for
everyone. So that's our highest priority is

| ocal .

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

Thank you. And you nentioned in terns of the
estimate of the nunmber of enpl oyees that you
woul d need bei ng 2600, and then you
referenced, as | recall, the nmain project as
well, that they did simlar estinmates and
realized simlar, conparable results.

The question | would have is: |s your
nodeling in a simlar fashion to that of
Mai ne? Do you see any differences?
No. You know, this is actually a bigger
project fromthe total investnent
perspective. So the potential that the
nunbers required to execute this project are
actually greater. I1'mjust using it as a
recent benchmark of roughly a billion-dollar
project in Maine. You know, we've had
billion-dollar projects in Connecticut and
Massachusetts that have required siml ar
| evel s of support.

So, all the large transm ssion
infrastructure projects that I'mfamliar
wi th across New Engl and support the
conclusions of Ms. Frayer. | think they may

wel | be exceeded by this Project because, you

20
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know, it's quite a bit nore than a billion at
this point, so that's going to drive a higher
demand for | abor.
Very good.

Conpl etely different track. One

question that | had is | want to talk --
well, one question | think on the CGuarantee
Program that you nentioned. | get the sense

that there's a little bit of work in progress
there as you devel op the ideas. Wuld say
that's fair?

Very fair, yes. Again, this is not a program
we've ever conmitted to or inplenented
before. It's our first instance. So it's a
fair statenent, yes.

Thank you. \When | ooking at one of the
criteria, the one that hones in on the view,
ny read of that and listening to the
testinony was that's really a go/no go.

There really isn't any gradation or
prioritization of you -- in other words, if I
have, you know, a partial view and Rachel
here has a full view, that doesn't affect ny

standing wiwth that program It really is
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go/no go. | have an i npact.

Yes, if your view has changed, neani ng you
previously -- like today, if you lived al ong
the right-of-way today but you can't see a
structure, and when Northern Pass is built
you can see a structure, so it's now visible,
that would qualify you. O if your view was
changed significantly, such that, you know,
you previously saw 5 feet of a structure and
now you see 20 feet of a structure. You
follow? So if your view has changed, that
satisfies that one criteria.

Very good.

MR WAY: | think that's ny
questions for now. Thank you.

CHARI MAN HONI GBERG M.

d denbur g.

MR. OLDENBURG. M. Chairman,
have a foll owup question from M. Way, or
should I wait to the end?

CHARI MAN HONI GBERG No, go

ahead.

| NTERROGATORI ES BY MR OLDENBURG ( CONT' D)

About the jobs, the 2600 jobs creation.

22
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A. Yes.

Q Working in the transportation industry, we
pave a |l ot of roads, about 400 to 500 ml es
every year. Back a couple years ago, the
ARRA Program American Revitalization, blah,
bl ah Act, whatever it was, we paved 200 or
300 mles nore. In this state, we have three
or four contractors that pave for us. That's
it. They didn't hire extra people -- and
this was two years -- because it cost so nuch
to train, buy equipnent and all that. They
just basically sucked it up and worked | onger
hours and did the work.

My question, with that setup, was it's
not so much about the electrical folks. |
get that. It's what | guess you termthe
"tertiary" groups that are -- | think they're
listed as |li ke the security people and the
peopl e that are going to supply the porta
potties and this and that and the ot her
thing. Because this is 190-mle project that
you're going to build, you know, | inagine in
segnents all at the sanme tine, those people,

| have to believe, those enpl oyers have a
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range. Like the guy that supplies porta
potties in Pittsburg is not going to supply
themin Deerfield. So | have to believe that
you're going to hire nultiple conpanies to do
the sane thing and that they're going to get
a job for not two years of construction, but
maybe three nonths or four nonths until you
| eave that area. It's like the wait staff at
the restaurant. For a few nonths you're
going to be in the area and your folks wll
supply that, but that's not going to be
forever.
Has that been in the study -- and I

don't know if you're the one to ask. Has
t hat been cal cul ated? Sone of these
conpani es are going to get the job and
they're going to get noney for doing it, but
they're just going to suck it up with the
sane staff they have; they're not going to
create any jobs. |Is that --

A ' mnot aware of any study to that effect,
which is, in essence, how rmuch capacity is
there that's idle, if you will, because

that's what it would generally require is

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

25

soneone to be idle or have the ability to
work overtine perhaps to do that. | don't
think we've | ooked at that effect. Wat we
| ook at is does it require soneone to perform
t hat work, and how many peopl e are needed to
execute that phase of the Project. And to
your point, you know, a fence buil der,
because there's a |l ot of fencing invol ved,

t hat m ght be sonething you source |ocally.
In the North Country there m ght be one
fencing contractor and in the southern
portion there mght be a different fencing
contractor. Wiat we try to |l ook at here is
how many people are actually perform ng
fencing, all right.

And to your point, for how long |I think
is a second question. But our analysis, to
ny knowl edge, doesn't go into the question of
for how many nonths or years do you need that
particular skill. But nmany of the skills I'm
referring to are not three-nonth duration;
they' re over two-year duration, you know.

And we do anti ci pate noving resources up and

down the route in many instances. So these
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are, in nost instances, not short-1|ived.
Al right.

MR. CLDENBURG. Thank you.

CHARI VAN HONI GBERG Ms.
Weat her sby.

MS. WEATHERSBY: Thank you.
Just a couple foll owup questions as well

concerning the jobs in the first instance.

| NTERROGATCORI ES BY Ms. VWEATHERSBY:

Q

Concerning the training program you' ve

i ndi cated that you're interested in

I ncreasing jobs and particularly inproving
the econom c conditions in the North Country.
So |' mwonderi ng why Manchester Comunity
Col | ege and not a community college in Berlin
or even Laconi a.

So now you're referring to the apprentice

pr ogr anf

Yes.

So we actually had sonme exploratory

di scussion with, I think White Muntain
Community Coll ege up north. W ultinmately

| anded on Manchester because we thought we

could attract students statewi de i nto that

26
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| ocation. W actually do have residents from
the North Country in both apprentice
programs. You know, at sone future point do
we expand to anot her community coll ege up
north? That's certainly a possibility.
Manchester Conmmunity Col | ege happens to be
within a half-mle of the corporate office,
soit's a-- w do alot with that particul ar
community college. You know, we have
facilities -- one part of the training is
they actually spend tine at our training
center in Hooksett. So they actually learn
how to clinb a pole, they learn howto wre a
transforner. They do that at the Eversource
training facility. So, starting with
Manchester, given it's proximty to Hooksett
essentially drove that decision. But we are
actively looking for participation fromthe
North Country in both instances, and | think
W th good success.

Q So you indicated you're recruiting now for
t he next cl ass?

A W are.

Q What are your recruitnent efforts in the
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North Country?

A So we hold job fairs at our area work

centers. |'mpersonally participating in one
in Lancaster, com ng up soon. And, in
essence, those are instances where
prospective candi dates cone visit our
facility inside the work center, and we
explain to themthe program what the trade
is all about, what the future opportunities
are either within the Conpany or otherw se.
So that's -- those are Eversource recruitnent
efforts. W also have recruitnent efforts

wi th Manchester Community Col |l ege and the

| BEW W have one com ng up at Manchester
Community Col |l ege where folks will be com ng
to an open house for basically the sane

t hi ng.

And the other elenent we've added is
recruitnment in the high schools thensel ves.
So, this cycle we're actually physically
going to career fairs, job nights, if you
will, in the lIocal high schools. | know
we' ve got one com ng up next week at, |

believe it's Pinkham Acadeny? It's not
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Pi nkham - -

Q Pi nkert on?

A Pi nkerton Acadeny. That's the one, yeah.

Q Wiich is in the southern part of the state as
wel | .

A It is. But we also have simlar ones. Those
are going to be statewde. | think we've got

a dozen that are scheduled this spring. So
we want to neet with graduating high school
seni ors.

| nmentioned, | believe yesterday, in the
context of the sinulator that we paid for at
White Mountain Technical School. So, M.
Ranmsey, who | think is here, participated in
a convention, college convention | ast week up
in the North Country. | think there were 200
graduati ng high school seniors in the North
Country, and he tal ked to them about coll ege
prospects and shared his advice and his
experience. But he also talked to them
ext ensi vel y about our apprentice program and
received a high level of interest. So that
was kind of an informal recruitnent in the

North Country.

29
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Q And do you know t he breakdown of the
geogr aphi c residences of the class that's at
Manchest er Community Col |l ege now, as far as
how many reside in Massachusetts, Vernont,
New Hanpshire or wherever el se?

A | believe they're all New Hanpshire
resi dents, subject to check.

Q Thank you.

A And | think that's true with our second
apprentice training programas well. | think
we clearly had a focus on New Hanpshire
residents. And honestly, we're having no
shortage of applicants. W are significantly
over subscri bed, so we're ending up wth sone
really high-quality candi dates.

Q Ckay.

VR. VAY: If I mght, with a
followup? | think you mght have even
suggested this, that there nmay be a desire to
expand to the -- know ng that community
coll eges all have different expertise. But is
there a desire to expand anot her cohort into
the White Mountain Community Col |l ege real m

simlar to the one in Manchester, naybe to
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address sone of the concerns that you're not
getting the anobunt of North Country interest
t hat you m ght otherw se get?

W TNESS QUI NLAN:  Yeah, there's
no concrete plans to do so, just so I'mclear.
But it's certainly sonething we woul d consi der.
We clearly want to have an inpact in the North
Country, and it's a logical extension. You
know, we'd have to figure out the | ogistics
around t hat because, as | say, a portion of
this training is literally in our training
center down in Hooksett. You know, can we
replicate that maybe at the community col |l ege?
That's possible. W're actually creating sone
on-prenm se training at Wiite Muntain -- |I'm
sorry -- at Manchester Community Coll ege. W
donat ed a bucket truck, for exanple, in-kind
donati on, where they're using that on canpus to
train these students in how to operate a |line
truck and safety principles. And they actually
receive their comrercial driver's |icense,
their CDL, as part of their training. So,
per haps replicating that portion at Wite

Mountain Community Col | ege woul d be a good next
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st ep.

MR. WAY: Thank you.

W TNESS QUI NLAN:  As this
program grows, you know, we're probably going
to exceed the capacity at Manchester.

MR. WAY: Thank you.

BY M5, WEATHERSBY:

Q

On a different topic, we recently had
di scussi ons about the guaranty concerning the
property val ues.
Yes.
As | read that, | don't see any provision in
there for properties that just sinply won't
sell, that's on the nmarket six nonths, eight
nmont hs at a reasonable price, you know,
appr ai sed val ue or sonething, and it's just
so affected that it won't sell

Am | correct in that there is no
provision for them and do you envi sion any
changes to incorporate sonething that would
address properties that just have |ost of | ot
of their marketability?
I have not personally considered, you know,

that scenario where a property is
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unmar ket able. | suspect there would be very
few of those, if any. But, you know, if we
were faced with that circunstance, we woul d
certainly work with the | andowner to reach
accommodation. |It's not sonething -- you're
correct. |It's not currently contenpl at ed.
But again, you know, this is a programthat's
inits infancy. W don't have any experience
or run tine. So we would consider those
types of adjustnents for those circunstances,
yes.

Concerni ng the Coos Loop --

Yes.

-- sone of the snmall generators that are part
of that, that can't get their power out, how
many of those generators are owned by
Eversource or its affiliates?

We have at | east one small hydro station,
Smth Hydro, that feeds into the Coos Loop.
The other significant generators are, you
know, Granite Reliable, which is a wind farm
W don't own an interest in that. Berlin

W nd, which is al so not Eversource-owned.

There's other small hydros that are owned by

33
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Brookfield. And there's the Burgess Bi onass
Pl ant which we don't own, but we have a Power
Purchase Agreenent to buy the output. So I
beli eve the only generati ng assets that we
own that feeds onto the |loop directly is
Smth Hydro. But |I'd have to check that.
So I'"mjust trying to understand why the
upgrade can't occur regardl ess of the
Nort hern Pass Project. It seens |ike
sonet hi ng that nakes conpl ete sense to
everyone involved. What is the reluctance of
the, | guess it would be the power
generators, to expend the funds to do so,
particularly where we're heari ng about
mechani sms to recoup costs through rates, et
cetera? Can you explain to me why this
hasn't happened in the past and what the
present reluctance is?
So I'll be, you know, kind of answering on
behal f of the generators, because | think
that's really their question.

So | think it cones down to a cost
perspective. | think they've found it to be

cost-prohi bitive when they've considered it.
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We have studied this on their behalf. So the
way this is triggered is a generator who
wants to interconnect with the | oop requests
a study of PSNH Can you build ne an

i nterconnecti on? And we evaluate that. The
other thing they ask is to | ook at how do |
get ny power to nmarket. \Wat are the
downst r eam upgr ades necessary for ne to

consi stently get ny power to market every
day, every year? And we do an analysis to
determ ne what it would take to relieve those
constraints. Wen we have done that

anal ysis, either we or | SO New Engl and, the
generator, over the |ast several decades, has
declined to nake the further investment.
They' Il pay for the interconnection to tie
into the | oop, but the | oop upgrades to get
their power to market they've found to be
cost-prohibitive, probably on a cost/benefit
ratio. So that's what's prevented it from
occurring in the past. You know, if it were
areliability question or a capacity
question, if we couldn't serve our customers

who receive service off the | oop, then PSNH
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woul d performthe upgrade. But it's not a
reliability or capacity issue. It's an
access-to-market issue, which is where the
generators cone in.

And do you know if there's been any attenpt

at coordinating the various generators to get
together to solve this probl en?

Yeah, there have been historic studies or
questions to try to do that. Typically it's
the | ast generator in who pays for the
upgrade. So there have been di scussi ons, you
know, would they voluntarily coll aborate to
pay for the upgrade. And | know the State
itself tried to pull that together

hi storically and has been unsuccessful in
doi ng so.

In response to a question by the Society for
the Protection of New Hanpshire Forests, you
I ndi cated that you hoped that the |ife span
of this project is long-lived, basically, you
know, is indefinite, is going to continue

i deal ly beyond 40 years; is that correct?

The physical life span we expect to be beyond

40 years. The accounting life span, which
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I's, you know, what we earn our return off of,
Is a 40-year depreciable life. So after 40
years we'll no longer earn a return on the
asset. It will be fully depreciated, in

ot her words.

Q | guess that's ny question. You have 40
years -- there's a 20-year depreciation;
correct?

A Forty years for a transm ssion asset.

Q Forty years?

A Forty, yes.

Q Maybe | m sunderstood. Wen we were talking

about muni ci pal taxes, you indicated that was
20 years. O did | m sunderstand?

A No. So, the attachnment to the tax pl edge
portion of ny testinony projected taxes for a
20-year period. And the question was why did
we sel ect 20 as opposed to 40? That was all
prepared in the context of the Forward NH
Plan. So when | quantify the benefits of
this project to New Hanpshire, whether it's
t axes, jobs, |ower energy costs, et cetera,
et cetera, we went no further than 20 years.

We stopped that cal culation at year 20. So,

37
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any increnental benefits to New Hanpshire
fromyears 21 through 40 aren't in the math.
So the Forward NH Plan, the $3.8 billion, is

a 20-year horizon. W didn't run the tax

projection all the way to 40. It stops at
20.
Q Ckay. But the depreciation is over 40 years?

>

Forty. Correct.

Q And that 40 years is also a tine that your --
that's your cost recovery period in a sense.

A Correct.

Q So, then, after 40 years, if there's still

power being transmtted over this, isn't

Hydr o- Quebec still paying for the use of the

| i ne? How can you say you're not naking --

are you still making noney after 40 years?
A. Are we? No. No, not unl ess we sonehow -- if
we reinvest in the |line. If we invest

additional capital during that 40-year

period, we would earn a return on whatever

t hat new i nvestnent would be. But that would
be nodest. So, froma Eversource or Northern
Pass Transm ssion perspective, we will fully

recover our costs at year 40 and there's no
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further earnings. W still have to pay to
operate and mai ntain, and Hydro- Quebec w ||
rei nburse our so-called "expense," the
operati on and mai nt enance expense. But there
is no profit conponent. That's a

rei nbursenent of cost after year 40.

So, then, what would be the incentive for
Eversource to keep the line operational after
40 years, if any?

The incentive? It's a useful asset to the
region. You know, we have many |ines and
assets across New England that are fully
depreci ated and we don't earn a return on,
but we operate and naintain them because they
serve a useful purpose. That's the way the
utility industry works. W don't dismantle
useful assets just because the accounting
|ife has passed. You know, we have many
assets that have a 40-year accounting life
that nmay be in existence for 60 or 70 years.
This project is not a reliability project,
however .

Correct. That's true.

So this project is basically built as a
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busi ness venture for Eversource-Northern Pass

Transm ssi on.

A. That's correct.

M5. VEATHERSBY: | think I'm all
set for now Thank you.

CHARI MAN HONI GBERG M. Wight.

MR. WRI GHT: Thank you, M.
Chai r man.

| NTERROGATORI ES BY MR VRl GHT:

Q M. Quinlan, | just want to circle back to a
couple things: One thing we tal ked about
yest erday and anot her issue that ny coll eague
here brought up earlier.

Regardi ng yesterday, | want to focus a
little bit on the 5,000 acres up north that
Nort hern Pass has commtted to preserving for
a variety of uses, including | think
yesterday you used the term "m xed use."

A M xed use, yes.

Q If I go to your prefiled testinony of -- your
original prefiled testinony of Cctober 16th,
that Section on Page 7, you discuss the
5,000 acres; is that correct? Page 7,

Li nes 11 t hrough 147

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

A

41

Yes.

Ckay. And in there we tal k about natural
resource preservation, recreation activities
and additional m xed use; is that correct?
Yes.

Yest erday, when | think M. Reinmers was

tal king to you or questioning you, the issue
of the mtigation requirenents under the DES
wet | ands permt came up, | believe. Do you
recall that?

Yes.

And just to be clear, what |I'mtal king about
Is the conpensation mtigation that's
required as part of the DES s wetl ands fi nal
determ nation, dated May 1st. | don't have
t he docunent in front of nme, but it's part of
t he docunent here; correct?

| believe so, yes.

And in there it nmentions preserving

1621 acres.

Correct.

Is that the 1500 acres M. Reiners was
referring to yesterday?

Yes.
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Q Ckay. So --

A I"msorry. | was rounding it off. But
roughly 1500, yes.

Q Has this al ways been the plan of the Conpany,
that the mtigation requirenent under the

wet | ands woul d be part of that 5,000 acres?

A Yes.
Q It was al ways --
A | believe so, yes. And, you know, | know the

formal mtigation plan has a coupl e of
facets, one of which is conservation or
preservation of |land, the other is a paynent
to the Aguatic Resource Mtigation Fund. So
I think it was al ways envi sioned to be a
conmbi nation of land and funds, if you will,
to satisfy the formal mtigation portion,
yes.

Q So it's fair to say that somewhere a little
bit north of 30 percent of the 5,000 acres
woul d have been required anyways as part of
the permtting process.

A. Yes. Now, again, this is an area that's not
nmy expertise. | think we have an

environnental teamthat devel oped the
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mtigation plan. But | understand generally
that applicants have the ability to put nore
or less in the fund, and it's kind of a

bal ance between | and and fundi ng, as |
understand it. You know, it's the
Applicant's responsibility to identify and
propose |l and that neets certain requirenents

set by DES. It's of a particular type or

quality.
Q Ckay.
A And so our environnental team | ooked at our

I nventory of parcels and sel ected the ones
that they thought nmet those criteria.

Q Ckay. Shifting gears a little bit. M.
A denburg brought up the 3.3 mllion tons of
carbon em ssion reductions that you guys have

estimated if Northern Pass goes into pl ace.

That estimate -- | know you have an expert
who's prepared that estimate, and I'Il ask
her ny specific questions about that. But I

have a coupl e general questions --
A Sur e.
Q -- about that. That, of course, is a New

Engl and-wi de estinmate. It's not a New

43
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Hanmpshire estimate, but a New Engl and-w de
esti mat e.

A Correct.

Q And that is -- when |I say "New Engl and, "
that's al so | SO New Engl and, the six New
Engl and st at es.

A Again, it's driven back to the bid stack.
It's driven by the generation assets within
t he six-state region that determ ne carbon
em ssion. So it's a regional nunber, if you
wll. 1SO New England is responsible for
t hat bid stack.

Q | don't knowif you're the right person to
ask, but can you put 3.3 mllion tons into
perspective, in terns of what is the
em ssi ons across the New Engl and regi on?

A. | should know this. | knowit's the

equi val ent - -

Q | can help you if you want.

A -- of roughly 600, 000 vehicles, taking
600, 000 vehicles off the road. I1'mgoing to
say... 10 percent of the generation fleet

em SSi ons.

Q Ckay. (Qobviously, |SO New Engl and puts out an

44

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

45

annual em ssions report, | believe. You're
probably famliar with those. O sonebody in
your organi zation is.
Il am I'mfamliar with them |'mjust
trying to recall the absolute |evel of
em ssi ons.
| think --
Yeah, you probably know t he answer. So
t hat' s good.

MR VWRIGHT: Can | supply the
answer ?

CHARI MAN HONI GBERG ~ Sure.

BY MR VR GHT:

Q

o > O >

A

| believe when | | ooked at it the other day
it was -- the 2015 New Engl and-w de eni ssi ons
were around 40 mllion tons.

Ckay. So | was cl ose.

You were very cl ose, actually.

Thank you.

You descri bed for M. O denburg how t hese

em ssi on reductions would occur, and you
descri bed the process of where you're in the
bi d st ack.

Yes.
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And right now you currently have a bid or are
preparing a bid for the Massachusetts RFP
correct?
Yes. But that is a different bid stack.
Ckay.
So that's a bilateral contract outside of the
whol esal e mar ket .
Ckay, okay. That's hel pful to understand.
Sois it fair to say, then, if you're
successful or unsuccessful there -- if you're
unsuccessful, it would have no inpact on the
nunbers you' ve cal cul ated here for the carbon
em ssion reducti ons?
Correct. It's irrelevant to -- hydro al ways
clears. So it's never the marginal unit at
the top of the bid stack. Hydro, w nd, they
bid in at a very |low price because the
mar gi nal cost of generation is |low. The cost
of the fuel, the water or the wind or, you
know, a renewable is low, so they tend to bid
very low. Wiat's on the margin typically are
natural gas plants. That's generally what
you' re tal king about are the natural gas

plants that are the marginal units. The bid
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stack is dom nated by natural gas.
Ni nety percent of the hours is a gas price.
Ckay. Thank you.

CHARI VAN HONI GBERG | think M.
| acopi no has a coupl e questions, |'m not sure,
follow ng up on sonmething or clarifying
sonet hi ng.

MR. | ACOPI NO Yes, thank you.

| NTERROGATORI ES BY MR | ACOPI NO

Q

M. Quinlan, Hydro-Quebec is what's known as
a "crown corporation"; correct?

Yes.

In other words, its sole shareholder is the
Provi nce of Quebec, the Governnent?

That's ny under st andi ng, yes.

And has Eversource or its subsidiaries had
any history, other than Northern Pass, of
contracting with Hydro- Quebec?

Yes. W have a mnority interest, | believe,
in the Phase 2 Project.

And has there been disputes or any kind of
contractual issues that have arisen with
Hydr o- Quebec as a result of that

rel ati onshi p?
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None that I'maware of. And |let ne expand on
nmy answer.

Not only are we a mnority owner in
their other infrastructure, but over the
years we have contracted for, you know,
extensi ve anmounts of power through various
Ever source subsidiaries wth Hydro- Quebec.
Hydr o- Quebec is a very large supplier to New
England. | think in 2016 it was approachi ng
10 percent of all of the energy consunmed in
New Engl and i s hydropower delivered by HQ
We are a very |arge buyer of that power.

So, With respect to our interest in
Phase 2 or any of those power purchase
agreenents, |'mnot aware of any controversy
or disputes.

Ckay. How | ong have you been working for
Ever sour ce?

Thirty years, approximtely.

So your personal experience wouldn't be

di fferent than Eversource's experience, then.
I n other words, you didn't work sonmewhere

el se where you --

No, no. |1've been here far too long. So I
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t hi nk nany of those facilities |I've been --
you know, was part of the initial
consi deration of developing them |[|'ve been
in negotiations with Hydro-Qebec around nmany
power purchase agreenents over time. So |
have good awareness and history. So | think
you're right. For thirty years |'ve seen
nost of our transactions with them

MR. I ACOPINO No further
questi ons.

CHARI MAN HONI GBERG Comm s-
si oner Bail ey.

CVBR. BAI LEY: Thank you, M.

Chai r man.

| NTERROGATORI ES BY CMSR.  BAI LEY:

Q
A

Q

Good afternoon.

Good afternoon.

| have a series of questions, but | have a
coupl e of foll owups on questions that other
peopl e have asked which I'lIl start wth.

Ckay.

On your jobs program the apprenticeship that
your enpl oyees will undertake conpared to the

apprenticeship that the contractors w |l
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undertake, are they both the | BEW

apprenti ceship program or are they
different?

The contract -- so the IBEWhas a certain
curriculumthat they use universally across
the country, and we' ve adopted portions of
that into our Eversource training program
So, for the Eversource apprenticeship, it's a
tailored programthat, you know, has a bit of
the I BEWcurriculum but it's augnented by,

i n many areas, Eversource material. The
apprentice training programwth the
contractor is largely the I BEWprogram |It's
their national program And those
apprentices, instead of doing sone of their
training at our Hooksett facility, they do
their training in Barrington, New Hanpshire,
at the IBEWs training -- that's where they
do their so-called "boot camp" where they
prequalify. They learn to clinb, operate a
bucket truck, receive their conmmerci al
driver's license. That's done under the
auspi ces of the | BEW

Ckay. Thank you.
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On the 2600 jobs, | think during
constructi on, sonebody asked you a question
about how nmany jobs would be inpacted or
added as a result of operations, and | think
Ms. Frayer's testinony says 1100 jobs during
operation if the Project goes forward. Do
you have any i dea what kinds of jobs those
are, or is that nore a question for Ms.
Frayer ?
The latter. | would pose that to Ms. Frayer.
You know, the najority of those are jobs that
are created because of the significant
investnment in the region. So you're talking
about, you know, $1.7 billion worth of
investnment in the region. It stimulates the
GDP, and then there's a continuing effect
once the unit's placed in service. But she
can explain the anal ysis of those downstream
jobs. You know, the nunber of jobs necessary
to operate and maintain the facility are
fairly nodest in the schene of things.
Ckay. Thanks.

So nowl'd like to shift gears and tal k

about the Forward NH Pl an and t he
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$3.8 billion in savings over the 20-year
peri od that you studi ed.

A. Yeah.

Q Is that figure, the sumof $1.6 billion
which is the $80 nmillion per year of energy
savi ngs that you cal cul ated or that you used
in your original testinony nultiplied by 20
years?

A No. No, it's the sum-- so the 3.8 is the
sum of the energy cost savings.

Q Which is 80 mllion a year tines 20; is that
ri ght?

A No. W only --

Q Ckay.

A. So we only ran the energy cost savings out 10
years. So, while nost of the Forward NH Pl an
has a 20-year horizon, the one exception to
that is the energy cost savings. W | ooked
at only the first 10 years of operation. And
there was a question yesterday: |s your
nunber conservative or not? That's one
conservatism We didn't run out the energy
cost savings beyond 10 years because it

becones difficult to predict, or nore
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difficult to predict narket changes 10 years
out. So we said let's |limt the energy cost
savi ngs conponent to the first 10 years of
oper ati on.

So that would be $800 nmillion?

Yes, $800 million.

And we're tal king about for New Hanpshire.
For New Hanpshire.

Ckay.

Ei ght hundred mllion in the first 10 years
of operation. | know Ms. Frayer's updated
her anal ysis, so that nunber has cone down a
bit. The Power Purchase Agreenent, for the
purposes of that $3.8 billion, | believe we
only counted $100 mlIlion worth of energy
cost savings fromthe Power Purchase
Agreenment. | think the conservatismthere,
iIf you wll, is we didn't put a value on the
environnental attributes. And | shared a
nunber yesterday of it could be in the range

of $300 million i ncrenental over the next 10

years. So that's on the energy cost savi ngs.

| think we had roughly $900 million of the
$3.8 billion --
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Ckay. And then two point --

-- and $600 mllion in tax revenue, so that's
$30 mllion a year for 20 years --

Ckay.

-- $2.2 billion in GDP effects. That's based
upon Ms. Frayer's analysis of the inpact on

t he econony generally. That's 2.2 -- 200
mllion fromthe Forward NH Fund. Things

li ke the Job Creation Fund and sone of the
small er commtnents, you know, the 10s and 20
million, we didn't really add those in. W
list themout but didn't put a dollar val ue.
We didn't put a dollar value on the | and that
we just tal ked about, the 5,000 acres.

Didn't quantify that.

So now you're up to 3.9 billion.

Yeah. 3.8 is conservati ve. There' s anot her

50 mllion I think we specified for the Coos
Loop upgrade. | think we put a price tag of
$50 million on that. | think those are the
only --

MR | ACOPI NO Excuse ne. But
did you include that in your Forward New

Hanmpshire Pl an --
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W TNESS QUI NLAN:  Yes.

MR. I ACOPINO -- the 50
mllion?

W TNESS QUI NLAN:  Yes.

MR | ACOPI NO. So when you say
200 mlIlion for Forward NH, that already
I ncl udes 50 mllion.

W TNESS QUI NLAN: No. So the
Forward NH Pl an is not paying for the Coos Loop
upgrade. The Coos Loop upgrade is going to be
paid for by Northern Pass Transni ssion as a

proj ect expense. So we did take credit for the

50 mllion. I'mtrying torecite -- | have a
table that | used to announce the Forward NH
Plan, and | had a $50 nmillion price tag out for

t he Coos Loop upgrade. But | think when I
rounded it off, | elimnated it.
So, the 3.8, if you sunmed the

ri ght-hand colum of the table I'mreferring
to, it's closer to 4. O | think in sone
cases it's 4.4 if you add the 300 mllion.
But | rounded it to 3.8 billion.

BY CMSR. BAI LEY:

Q Ckay. Thank you.
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Yeah.
On the 800 mllion in energy savings, you
took the 80 mllion a year and j ust

mul tiplied that by 10?

Correct.

Any reason you didn't use a present val ue
nunber there?

No. No, these are nom nal nunbers.

Al the nunbers are nom nal ?

Yes, all of themare nomnal. W didn't
di scount any of them back, | don't believe.
And the $2.2 billion in econom c inpacts,

that is primarily from spendi ng extra noney

t hat people have in their pockets as a result
of the energy savings; correct?

No, not entirely. A lot of that is driven by
econom c activity, you know, the jobs that
are created, the wages that are paid, the

rei nvest ment of those wages into the econony.
So it's the overall effect on the G oss
Donesti ¢ Product.

I think your testinony says "primarily driven
by retail electricity savings plus 3.5

mllion per year in direct spending in
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operations and nai ntenance." Let ne see if |
can find that.

(Pause i n proceedi ngs)
Yes, | see it. |It's on Page 6 of 7. That's
referring to the post-constructi on phase.
That says "during conmmercial operation.” So
that's after the construction period has been
conpl et ed.
So, after the construction period, nost of
t he revenue fromthe econonm c GDP factor of
$2.2 billion is fromenergy savi ngs, retai
ener gy savi ngs.
Post - constructi on, yes.
Okay. And the $80 million of energy savings
has been updated to $62 nillion by Ms.
Frayer; correct?
Yes.
So that would bring the $3.8 billion down by
what ever that anmount is.
Correct. Approximately $180 mllion.
And do you know how much it would bring down
the $2.2 billion nunber?
| do not. | believe Ms. Frayer nmay have

updated that in her supplenental --
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"1l ask her.
-- but she'd be the one to ask.
Ckay. Thanks.

I want to ask you a few questi ons about
t he PPA.
Ckay.
You say that the PPA wll ensure New
Hanmpshire custoners receive a supply of the
cl ean energy. But wasn't that proposal to
sell the energy into the whol esal e mar ket ?
PSNH was going to sell that energy into the
whol esal e narket sort of |ike as a hedge
fund?
So the commtnment from Hydro-Quebec is to
sell it to PSNH and to our custoners. The
question then becones, you know, what does
PSNH do with it? Do we use it to serve
custoner load -- in other words, to serve a
custoner -- or do we resell it into the
whol esal e narket, or bilaterally and noneti ze
t he benefit and flow it back to custoners?
So, by reselling it into the whol esal e
mar ket, customers would get a benefit if the

price that you could sell it at was higher
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than the price you bought it at --

A Exactly.

Q -- but they wouldn't get a benefit if that
wasn't the case.

A. Correct. |If we were nonetizing the power,
whi ch neans selling it, obviously we would
want to sell it for nore than we paid for it
and return the benefit back to custoners.
Part of this will be driven by, you know, how
does PSNH serve customer |load in the future.
You know, are we strictly limted to buying
power off the whol esale narket? You know, is
that the only way to serve custoner |oad? O
can we contract for custonmers bilaterally?
You know, different states have different
views on it. You know, Vernont, for exanple,
the utilities essentially buy power for
custonmers via power purchase agreenents,
whet her it's from Hydro- Quebec or Next Era.
They have high PPAs, and they use the power
directly to serve custoner needs in Vernont.
O her states, say New Hanpshire currently,
you know, | think we're noving |ikely towards

a scenari o where, unless the | aw has changed,
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we w Il have to access the whol esal e market.
So, in that case we would have to nonetize
t he PPA and return the benefits to custoners.

Q What woul d happen if the price that you could
sell it at the tine was | ess than the price
that you paid for it? Wat would happen to
the $100 mllion benefit that you counted --

A It would obviously be reduced. If it were --
if we sold it for less than we paid for it,
there would be a | oss, and that would, in
essence, also flow through to custoners.
That's certainly not our intention.

Q Sur e.

A You know, we believe it's a very benefici al
Power Purchase Agreement on a nunber of
different fronts. So, ny personal viewis
that's not likely, but it's not inpossible.

Q And where did you -- how did you cone up wth
the $100 million in savings on that?

A So we have a power procurenent group that
| ooks at, you know, future cost of
electricity. And they essentially negoti ated
this Power Purchase Agreement on PSNH s

behal f, and then they run nodels of vari ous
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cost scenarios in the future to determ ne,
you know, are there savings; do we expect
this to be beneficial or not. And in the
vast majority of scenarios, foreseeable
scenarios, this is a beneficial Power
Purchase Agreenent, neaning there wll be
savings for custoners. So it's basically a
nodel i ng exerci se where you | ook at
reasonably probable forward price curves
agai nst what you woul d pay under the Power
Pur chase Agreenent and determ ne whet her
there was a savi ngs or not.

And can you share -- or this may have
confidential -- what the price of the Power
Pur chase Agreenent assuned in the nodel that
cane up with $100 mlIlion savings price per
nmegawatt hour ?

Yes. So, sone of this is confidential. But

the fewthings I can tell youis it's not a

set price. It's indexed to narket. So as
mar ket prices rise and fall, the price paid
noves with the market. It has a

vol atility-danpening structure around it that

protects customers when the markets are
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volatile. So if markets are peaking, the
price paid gets clipped. The environnental
attri butes associated with the cl ean energy
are being delivered to PSNH custoners at no
cost .

Q Can you -- | want to tal k about those
environnental attributes that you're tal king
about .

A. Sur e. Yes.

Q But is there a price at which you assuned in
t he nodel --

A No.

Q -- it would be? So you just --

A The nodel assunes zero. That's not in the
hundred mllion. But we now see that there

is a market for environnental attributes.
The Massachusetts RFP that we're talking
about is a great exanple of a narket
devel oping for clean energy. You know, ny
expectation is Massachusetts wll be
contracting for a vast anount of cl ean
ener gy.

Q So, if Massachusetts contracts for a vast

anount of cl ean energy and New Hanpshire has
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a PPA, how do New Hanmpshire custonmers benefit
fromthat, from you know, the environnmental
aspect of it?

Thr ough resal e.

So, explain that to nme, please.

Yeah. You could hypothetically -- let's just
stick with this. You could hypothetically
assume we could sell those environnental
attri butes into Massachusetts.

And when you' re tal ki ng about "environnent al
attri butes,” are you tal ki ng about renewabl e
energy certificates?

No.

What are you tal king about ?

So, technically, no. The reason |I'm saying
no is the renewabl e energy certificate
typically attaches to a Cass | renewabl e,
okay -- wind, solar, et cetera. So that
technically creates a renewabl e energy
certificate. An environnental attribute
doesn't qualify generally for renewabl e
energy credits.

I n New Hanpshire or --

Just generally. In Connecticut it does, and
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i n Massachusetts it doesn't currently. But
Massachusetts passed a bill saying

| arge-scal e hydro qualifies for clean energy.
So it's like a new class of renewables, if
you will, without a renewabl e energy credit.
So what Massachusetts is now doing is they're
goi ng out and soliciting clean energy.

So they say you have to buy so many negawatts
of renewabl e energy.

Cl ean energy.

Cl ean energy. And this would qualify for

t hat .

Yes. Just so you have a sense of scale, 9

terawatt hours of electricity -- so this is
one state -- 9 terawatt hours, which is
1200 -- Northern Pass can't deliver 9

terawatt hours of clean energy, even if it
operated 24 hours a day, 7 days a week.
That's how nmuch cl ean energy Massachusetts is
buying. And in addition to that, they're
soliciting 1600 negawatts of of fshore w nd.
So the way that the environnental benefit

m ght work to New Hanpshire custoners if we

had a PPA is that PSNH or Eversource woul d
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resell that energy to Massachusetts?

| just used that illustratively. It could be
any ot her buyer who's | ooking to acquire

cl ean energy. As | say, |arge-scale hydro
qualifies in Connecticut under certain

ci rcunstances. Rhode Island has indicated
they're going to solicit 1,000 negawatts of

cl ean energy. And while New Hanpshire
doesn't recognize it, froma renewabl e energy
credit perspective, when | say a "nmarket is
devel oping,” that to ne is an early
indication that it's devel oping. And these
states are out buying clean energy, and
they're paying a premumfor it.

So you might sell it to Massachusetts under a
bil ateral agreenent rather than selling it
back into the energy nmarket? |Is that what
you' re sayi ng?

So the energy -- potentially, yes. And I'm
not suggesting we're doing this.

No.

But yes.

I'"'mtrying to see how New Hanpshire custoners

are going to benefit fromenvironnental --
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Fromthe environmental. Unless New Hanpshire
passes a | aw and says we val ue cl ean ener gy,
which |I''m not aware of any current

| egi slation that would do so, then the way to
del i ver custoner benefits is to sell those
environnental attributes to another state

t hat does put a value on themand to credit

t hat back to custoners.

And the way you sell the attributes is you
sell the energy to that state. |Is that what

[ ' m under st andi ng?

Cenerally, yes. Not necessarily, but
generally, yes. You can package it and sel
energy capacity and associ ated envi ronnent al
attri butes, or you can separate them and sel
capacity here, energy here and attributes

t here.

Ckay. Al right. Thanks.

CHARI MAN HONI GBERG | want to
follow up on the PPA. The proposal that was
filed at the Public Uilities Conm ssion was
the type of arrangenent you just descri bed,

wher e t he Conpany woul d purchase and t hen
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resell, not -- it was not a proposal to use the
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power to provide service to those who take
energy service fromthe Conpany; is that
correct?

W TNESS QUI NLAN: That's
correct. That's the current plan is to resel

it on behal f of custoners.

BY CVBR. BAI LEY:

Q

o > O >

>

You bid in the Three-State C ean Energy RFP;
right?

Yes. W, Northern Pass, yes.

Well, actually --

We had two projects that we bid in, yes.
Let's talk about the Three-State C ean Energy
RFP.

Yes.

Di d Eversource and Hydro- Quebec respond to
that as a partnership, or did you -- you
didn't bid agai nst each other.

We did not. | think technically for that bid
Ever source was the bidder and Hydr o- Quebec
was the power supplier. But | think
technically we were the bidder, sol e bidder
for that -- "we,"” being Northern Pass

Transm ssi on.
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And why do you think you weren't awarded t hat
bi d?

I don't have any personal know edge. | wll
say that, you know, those were three

states -- Connecticut, Massachusetts, Rhode
Island -- that were trying to coordi nate
their efforts. They solicited a | arge vol une
of clean energy, if you will. But they were
al so | ooki ng for the associ ated renewabl e
energy credits. They ultimately didn't agree
on any |large-scale projects. So all of their
contracts that they were awarded were very
snmal | -scal e renewabl e projects that generated
generally Class | renewabl e energy credits.
They awarded no transm ssion projects
anywhere. So, basically it was snall w nd
and smal |l solar projects that they could
agree on.

WAs t hat because those small er projects
didn't have the costs of transm ssion

i nvol ved?

No. | would estimate that those were higher
costs. On a per-negawatt-hour basis, they

clearly woul d be higher cost alternatives.
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Small wi nd and sol ar, you know, price point
is really not conpetitive.

So they paid nore for clean energy than they
needed to?

No. But again, just so we're
differentiating, dass | renewabl e energy
credits. So, those snall facilities they
awar ded satisfied --

The Class | ?

-- the Cass | requirenents, right.

Was that one of the requirenents in the RFP?
Not necessarily. But it's not as clear as

t he Massachusetts solicitation. You know,
when those three states coll aborated, what
they were actually seeking to procure, there
was not universal agreenent generally. It
was uncl ear as to whether they were | ooking
for clean energy or they were | ooking for
sonething that qualified as a Class I. The
only projects they awarded were C ass Is.
That's in stark contrast to Massachusetts.
Massachusetts is really not seeking to
procure Cass |I. They're procuring clean

energy to neet their d obal Warm ng Sol utions
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Act requirenents.

Ckay. So, now noving on to the Massachusetts
RFP - -

Yes, sure.

-- that's currently accepting solicitations,
but not due yet. Can you say, wll it be HQ
or Eversource who will respond to that
solicitation?

I think under the terns of the Massachusetts

solicitation, we will be joint bidders.
Ckay.
W will bid the transm ssion conmponent and

they will bid the power supply and we'l|
package that into a single proposal.

And why do you have to bid a transm ssion
conponent ?

There's not currently an ability for them
for Hydro-Quebec, to deliver that anount of
hydro electricity to Massachusetts, so you
need an additional transm ssion path to get
it fromgeneration down to the | oad.

So if you bid them separately, is it possible
t hat Massachusetts coul d pi ck Hydro- Quebec

for the energy and anot her transm ssion
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project that may be avail abl e?

A It's not our intention to bid them
separately. W are a partnership. W're
going to bid the project together. That's
al ways been the prem se of Northern Pass.

Q Oh, so Massachusetts can't do that. They
can't say we'll take the energy from
Hydr o- Quebec, but we'll take the transm ssion
fromthe Vernont project.

A It will be a joint bid. No, | woul dn't
expect that they could do that.

Q Do you know i f Hydro- Quebec has enough energy
in Quebec to respond to nore than the Mass.
RFP that you are going to respond to jointly?

A | don't have personal know edge of this, but
I"Il tell you it's a 40, 000- negawat t,
roughly, hydroelectric fleet. So they
generate nore hydroel ectric energy than all
of the generation in New England. So it's a
massi ve generation network. You know,
Hydr o- Quebec is saying publicly that they
have approxi mately 3,000 negawatts of
uncomm tted hydropower that they w !l

consider for additional exports beyond which
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t hey export today. Now, how nuch of t hat
they will export to New Engl and versus
Ontario versus New York | think is an open
question. But they clearly have the
resources to support nore than a single
transm ssion line flowng full. So they
can -- you know, that 3,000 negawatts woul d
supply three Northern Passes, for exanple.
Ckay. In response to a few questions

yest erday, you said that construction of
Nort hern Pass is not dependent on a
successful win in the Massachusetts RFP bid.
Correct.

Do you renmenber that? Does that nean that if

you don't get a contract with the

Massachusetts -- or through the Massachusetts
RFP, that you'll go ahead on a nerchant
basi s?

Yeah, so as | said yesterday, 2017 is an

I mportant year siting-wise. Hopefully at the
end of the 2017, you know, we'll have all of
our state permts and federal permts here in
the U S., and Hydro- Quebec will have all of

their associated permts in Canada. Now, we
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do expect to be very conpetitive in the
Massachusetts solicitation. And if we w n,
that's great. But again, the joint

comm tment that we've nade, and | think it's
articulated in the press rel ease we recently
I ssued from our respective chief executive
officers was pretty clear that we're not
dependi ng solely on any one solicitation. W
expect there to be future narket
opportunities, whether it's bilateral into
Rhode | sland or Connecticut, for exanple, or,
to your point, nerchant, you know, selling
into the whol esal e markets. So, you know,
we'l |l assess the outcone of the Massachusetts
RFP once we have it, which we should have

some visibility --

Q | think it was issued on March 31st, wasn't
it?

A Yes, it was issued March 31st. Bids are due
at the end of July. | believe there's a

si x-nonth bid evaluation period. And I
believe, if they stay on schedul e, we should
have sonme sense in January. So we'll assess

where we are at that point. Hopefully we
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have all of our permts in hand and we're
ready to go construction-w se. But, you
know, we're hopeful w th Massachusetts.

Q Wll, let's assune that you get the permts,

all the permts that you need --

A Yes.

Q -- and you don't get the Massachusetts wn

A Yes.

Q What do you do on January 1st for the next
constructi on season?

A I think we will, you know, discuss that with

Hydr o- Quebec and deci de whet her we're
prepared to nove into the construction phase.
The way the Transm ssion Services
Agreement works is there's a decision that we
make when we enter -- when we exi st
essentially the project devel opnent phase and
enter the construction phase. That's a joint
deci sion that we and Hydro- Quebec w || make,
essentially when we have all our permts in
hand: Are we ready to go?
Q And I'mtrying to understand what drives
t hose decisions. |Is it that you have a PPA?

O is it even possible that you're going to
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say yes if you don't have a PPA?

It's certainly possible.

Li kel y?
Sitting here today, | honestly can't answer
t hat question. You know, | think this

proj ect was conceived originally as a, to use
your phraseol ogy, "a nerchant plan,"” where
products were sold directly into the

whol esal e market. It's going to depend.

What do the capacity markets | ook like a year
fromnow? Wiat's the energy nmarket | ook |ike
a year from now?

So, a year fromnow, would it depend on

whet her you could clear in the capacity

mar ket ?

That's certainly a consideration. You know,
what are the capacity revenues that the
Project can count on? You know, it's
becom ng clear that capacity nmarkets are
going to remain high for the foreseeabl e
future. So, you know, it's a very
significant revenue stream

Wiy do you think it's high? Because | know
this year it's $15, and that seens hi gh, $15
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a kil owatt nonth.

It's extraordi nary, yes.

But it goes down next year. And | thought I
heard you say yesterday that it would
continue to increase and that the nost recent
Forward Capacity Auction was higher than

t oday.

It is. So, today, the $15 a kilowatt nonth
that you're referring to, that doesn't occur
until June 30th of this year.

Ckay. That's what | -- okay.

So, for the last 10 years -- when | say
"high," for the last 10 years capacity has
cleared at $3 a kilowatt nonth, so the total
mar ket is roughly a billion doll ars;

June 30th of this year, two and a half

billion; the next capacity year, a year from
now, 3 billion and then 4 billion.
How does it keep going up if -- | see when

you go from $3.15 to $15, it would up a |ot,
but then the year after that it goes back
down to $9. 55.

You may be | ooking not at RESTA pool capacity

pricing. |'mnot sure what you're | ooking
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at .
I am | ooking at the system w de capacity
price, 9.55.
Yeah, so there's -- fromwhere we are
t oday - -

Three fifteen.

-- there are two years: 7, 15, 9, 7. So
that's 2-1/2 billion.

Ch, so you think next year is 7, | nean,
starting in June? That's for existing
generators. New generators get 15 on

June 30t h.

Yeah. So, new generators, that's the cost of
entry, if you wll --

Wiich is what you're going to get if you go
t he merchant route.

Potential ly.

Well, but you're probably not going to get
15. I nean, that seens |i ke an outlier.
Who knows.

You don't know. That's right. W don't
know.
Don't know. You know, ny only point

yesterday, the capacity narkets from where

{SEC 2015-06} |[Afternoon Session ONLY] {04-14-17}




© 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: QUINLAN]

Q
A

78

they are today are going to double, triple or
quadrupl e --

vell --

-- dependi ng on which year you're referring
to and whi ch zone you're tal ki ng about and
whet her it's a RESTA pool nunber --

Until three years from now when it goes back
down to $5. 30.

No. It's still double of today's market.
Even the nobst recent clearing price is double
what it is today across the pool. So that's
a very -- and this is after 10 years,
literally 10 years of no novenent in capacity
across all of New England. W had plenty of
reserve margin. Wat that's telling you is
we've created a scarcity situation. W' ve
retired so much base | oad generati on that
you' re paying scarcity pricing. So, on an
annual basis, you're tal king about billions
of dollars of paynents to generators just to
operate -- not to operate, just to be ready
to operate.

Be there, yeah.

Just to be ready and not to operate. So
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there's no conm tnment necessarily to run any
particular -- so, to nme, that's an indication
that supply is very tight relative to denand.
And, you know, as you |look out in tine, |
don't see that inproving materially w thout
new i nfrastructure, whether it's hydro
I mportation or gas pipeline. That's not
going to correct itself. Just ny view.

Q Ckay.

A. But | think if you talk to the | SO New
Engl and, who adm ni sters the narket, they
woul d have a simlar view

Q In M. Bowes' testinony, he says, "At
approxi mately 40 negawatt hours, energy
revenues HQ receives fromdeliveries over the
line will not cover its cost of NPT revenue
requirenment."” Sorry. $40 a negawatt hour
won't cover the cost of NPT s revenue
requirenment. So if you were a nerchant, then
you woul d have to get sonething fromthe
capacity market to nake it work, right, at
407

A. In the early years of operation when the

line's not depreciated, yes, | think that's
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generally true. You know, the energy nmarket
has cone off -- the whol esal e energy prices
have come down as gas has becone nore

preval ent, generally. The flip side of that
is the capacity market has gone up. So --
So, would $5 per kilowatt nonth be enough
revenue fromthe capacity market do you know,
even at $40 a negawatt hour?

That | can't answer. Just so you understand
Hydr o- Quebec, they really do take a long-term
vi ew on these investnent. They don't | ook at
year one or year five analyses. They | ook at
what's the opportunity over the next X year.
You know, back to their being a crown
corporation, they look at it fromwhat's the
|l ong-terminterest of the province. So, you
know, whether you're positive or negative in
year one may or may not be a determning
factor for them They tend to have a

| onger-term perspective than we do.

But as a nerchant project, they would have to
take a risk --

Sure. Yes.

-- based on their anal ysis of where the
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mar ket was goi ng to go.

A Yes. |If you are in a nerchant scenari o,
you're taking market prices. GCenerators
generally prefer certainty in the formof a
bi | at eral power purchase agreenent. That's
generally what a conpetitive generator would
seek, whether i's a hydro plant or nuclear
pl ant.

Q Ckay. I n response to a question that
Attorney Witl ey asked you yesterday, you
said that you can see a scenari o when NPT
begi ns commercial operation and then the |ine
goes out of service. Do you renenber that?

Li ke that you would take the |ine out of

servi ce.
A | vaguely renenber the discussion, but there
are tines where we'll take the |line of

servi ce for nmi ntenance.

Q Just for maintenance. So you're not going to
take it out long-term | didn't understand
what you neant by that.

A You know, | think we assune six days a year.

Q But you're not going to take it off the

mar ket for a year |ike a generator m ght
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t ake --

A No, no. That would certainly not be the
pl an. Maintenance interval for transm ssion
is short, not |like refueling a power plant,
for exanpl e.

Q All right. Thanks.

Do you think it's possible that the

Nati onal Gid Project and Northern Pass
Proj ect could both be built?

A Coul d both be built?

Q Yes, and operati onal

A Yes, | think it's certainly possible they can
be. Wether -- | know | ess about the
National Gid project. | think it's still in

its early phases of design, permtting. |
think 1SOis going to have to really take a
hard ook at it froma system i npact
perspective. So | think there are at | east
questions in ny mnd as to whether it's
feasible. As | said yesterday, when we

| ooked at that corridor and the inpact on the
grid, we determned it not to be feasible. |
t hink the Departnent of Energy in their draft

Envi ronnent al | npact Statenent concl uded the
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sanme, that the Phase 2 corridor, as well as

t he Vernont segnent, was not a viable
alternative. So, you know, can National Gid
figure out a way to nake it viable, you
know - -

I was tal king nore about the market.

Oh, market. Oh, okay. Yes, | don't think --
yes. As | indicated, you know,

Hydr o- Quebec -- let's assune they were going
to supply the National Gid Project, which
they said publicly they are not going to.

But let's assune they were. Then you'd have
a power supply. You'd obviously have to
build a transm ssion |line in Canada to

i nterconnect. But the narket in New Engl and
I think is going to greatly exceed what

Nort hern Pass can deliver just because of the
retirenents of base | oad generation. And
it's hard to imagine that we're going to
becone nore dependent on gas w thout a new
gas pipe. So the only viable base | oad
alternative, in ny mnd, is hydro. W're not
going to build any new coal plants or nuclear

plants. So | believe | arge-scal e hydro
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importation is critically inportant to New
Engl and.

Q Ckay. | think that's all | have. Thank you.

A. Ckay. Thank you.

| NTERROGATORI ES BY CHAI RMVAN HONI GBERG

Q M. Quinlan, I'lIl be short because everything
I woul d have asked al nbost has been asked.

I want to talk just a little bit about a
coupl e of things that have been identified in
t he Application that you' ve tal ked about as
t hings that you' ve commtted to, or that NPT
has commtted to, but that there's no firm
| egal docunent right now bi nding the Conpany
to do that. You recall a couple of
di scussi ons along those lines with various
questioners?

A Yes.

Q Utinmately the fall back, and I think you
alluded to it once, is that the Commttee, if
it were to grant the Application, would
include in it conditions, and anbng those
condi tions would be to hold the Applicant to
the promses that it's made. |[|Is that your

under standi ng as wel | ?
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Yes.

To the extent that, as it currently exists,
i ke the work-in-progress Guarantee Program
t hat may need sone refinenent before it can
be rolled out and inplenented. Wuld you
agree?

Yes, if you're referring to the property

val ue.

That's the one.

Again, right nowit's a concept. | think we
have the franework of a program to the
earlier question, that probably could use
sone further devel opnent before it's ready
for execution, if you wll.

And since we're not going to be done here
tonorrow, there's tine even through these
proceedi ngs and then through deliberations to
wor k through how that m ght get inproved or
how ot her comm tnents m ght be refined and
make their way into conditions. Wuld you

agree with that?

Yes.
All right. In your conversation with
M. Palner, | heard hi mexpress concerns
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about safety and people accidentally finding
t hat underground line. Can you tell us
generally how that line will be reinforced

and protected bel ow ground?

A Yes, generally.

Q Yeah, | under st and.

A The constructi on panel can give you chapter
and verse of detail. But, you know, first

protection is the depth at which it is

pl aced, which is quite significant, you know,
4 to 7 feet below the surface. M
understanding is there's -- at | east our
initial plan is for a concrete cap over the
conductors. So you have your conductors
under ground and a capped concrete structure.

Q Any sense of how thick that concrete would
be?

A. Six inches. Six inches thick. And then
obviously it would be backfilled to the
surface. | believe there are sone --
typically we put -- so one of the things you
want to ensure is that no one digs into that
conduit. So I think we put markers at

vari ous depths, so that if someone happened
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to be excavating for another purpose, they
m ght encounter one of those markers and
t hey' d know, you know, that they're
potentially in the wong area. So | think
there are some warning strips, if you wll,
at various depths. But the construction team
can certainly provide the details.
But those markers at different depths, that's
a different way to deal with the problem |
think M. Pal ner was aski ng you about signage
above ground. Al though there m ght not be
si gnage above ground, you're saying there
woul d be markers bel ow ground.
| believe that's true. | did take his
question to nean, you know, is there
sonet hi ng visible fromthe ground.
That's clearly what he was aski ng about.

Are you famliar wwith the Dig Safe
Pr ogr anf?
Yes.
Can you briefly generally describe D g Safe?
Yeah, so Dig Safe is a -- or it's called
"Before You Dig," or, inthis state, "D g

Safe." It's a requirenent before excavation
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can take place, certainly around underground
electric infrastructure, but also utilities
generally. Sonmeone, a contractor planing to
dig would have to request a mark-out of the
associ ated facilities. The respective
utility would essentially mark the areas
where the utility infrastructure exists bel ow
the ground to prevent that contractor from

i nadvertently contacting those utilities. So
it's sonmething that's universal, and al
contractors have to abide by the Dig Safe
rules. They contact us, we mark out the
facilities, and then the expectation is they
can do their excavation safely.

In fact, it's so universal that pretty nuch
every state uses one 3-digit phone nunber for
D g Safe.

That's correct.

And that's 811 in this state.

It is.

And you're aware that that programis run by
the Public Utilities Comm ssion; correct?
Yes. | know there's certainly adm ni stration

and oversi ght provided by the PUC
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Q And you're aware, are you not, that it
doesn't just apply to contractors; it applies
to each of us?

A Yes.

Q So, if, for exanple, not hypothetically, I
wanted to put in a new mail box | ast summer, |
had to call 811 and get Dig Safe to mark --
get each of the utilities through Dig Safe to
mark where all of their facilities were at
the foot of ny driveway. |Is that --

A That's correct. It's universally applicable
for excavati on.

Q Are there -- both Ms. Lee for above ground
and M. Pal ner for bel ow ground expressed
concerns that | understand to be w despread.
And | understand why they're w despread. It
was a little unclear to nme and a little
unsati sfying to ne whet her we got sort of one
conpr ehensi ve answer from you about what you
are doing, what the Conpany is doing in its
pl anning and its intentions for
i npl emrentation to try to nake peopl e feel
better about their safety during construction

and then during operation. And just to be
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clear, I'mnot necessarily blam ng you.

Sur e.

I|'mtaking responsibility for not getting

t hose answers clear during the questioning
fromthe intervenors. But 1'd like you to
now give us a brief, but sort of

conpr ehensi ve on bot h above-ground and

bel ow ground i ssues.

Yes. So, you know, in advance of any
construction activity, we will have conducted
extensive outreach to all abutting

| andowner s, busi nesses and other interested
parties, to make them aware of the
construction activities that's going to take
pl ace. You know, | talked earlier a bit
about, you know, the nenoranda that we are
pursuing with nunicipalities to give them
details as to how the construction is going
to inpact the community and how we're goi ng
to work to mnimze inpacts generally. But
this outreach process starts well in advance
of construction and conti nues right through
t he construction phase. Literally day to

day, property by property, we are interfacing
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with abutting | andowners and busi nesses on
all manner of issues: Vegetation managenent
and tree clearing, screening techni ques that
they may be interested in; how do we avoid,
you know, an interruption in access to a
property, whether it's a business or a hone?
So our outreach team conbined with our
construction team you know, are actively
involved in these in-the-field discussions.
As | say, they start well in advance of
construction ever begi nning, and they
generally continue right through to
conpletion. And it's a property-by-property
di al ogue that takes place, and it's
extensi ve. W share design details and
options. |If there are hours of work that
need to be avoi ded or special events that we
need to work around, we certainly take that
under consideration. |If there are | andowner
preferences as to, you know, tine of day, we
certainly do that. W generally try to be as
flexible as we can with municipalities,

busi nesses and | andowners. W recogni ze

construction can be disruptive, and we try to
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mtigate that.

We recently have engaged Loui s Karno,
who wor ked here in the city of Concord on the
downt own redevel opnent, okay. W had gotten
f eedback that that was handl ed particularly
well, wth a sensitivity towards busi ness
needs. So we've added that organi zation to
our teamto help bring some of their
experience and talents to this outreach,
coupled with the other resources that we
al ready have allocated. So we have a very
| arge outreach teamthat is very famliar
with every nunicipality that we'll be dealing
with, and they'll get to know t hese
| andowner s and busi nesses personally. W' ve
tried to identify all the busi nesses al ready
that are along the route, and we've already
begun the outreach to businesses to talk
about what we can do to coordinate activities
to mnimze inpacts.

So this is going to continue. Sone of
t hose details are appended to ny testinony.
But outreach is, in our mnd, critically

I mportant to a successful project.
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CHARI VAN HONI GBERG Al l right.
Does any nmenber of the Conmttee have any ot her
questions? M. Way. Anybody else? M.
d denburg. So, M. Way, why don't you go
first.

| NTERROGATORI ES BY MR, VWAY:

Q I think the Chair picked up on the question
that | was going to ask as well. In terns of
your suppl enental testinony, you referenced
"conti nued outreach to host nunicipalities.”
And | saw that in several other prefiled
testinonies as well. One thing | saw there
was, in Decenber 2016, letters were sent to
the 12 affected towns with advanced notice of
design submttals. | also saw where you
started, as you nentioned, to market the

MOU - -

Q -- to towns and socialize that. I''m
interested in the response. So it's one
thing to say we're doing the outreach, but
I'"minterested in what response you're
getting back. Are you getting any replies to

the Decenber letter? Have you met with
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everyone or --

A. Yes. So, two different outreach activities.
The first was focused on municipalities where
the line is underground. And what we wanted
to do was to give those towns advanced notice
that we were submtting detail ed design pl ans
to the Departnent of Transportation. So we
wanted the nunicipalities to be aware of, you
know, our underground design is now mature
and ready for considerati on by DOI, and we
wanted to share that with those
muni ci palities. That was nore of information
sharing, kind of a one-way sharing of
I nfor mati on.

The construction nenoranda is different.
That's to towns, all towns along the route.
And really, that's the start of the
di scussi on around the neans and net hods for
constructing the Project. O the 31 host
communities, | believe we are now in sone
| evel of dialogue with approxinately a dozen,
12, give or take. That's a relatively recent
outreach that just conmmenced. But the

reacti on has been generally favorable, and
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we're tal king through issues. And it's

| argely focused on, you know, how to pursue
construction in a sensitive way that's

m ndf ul of inpacts on municipalities and
busi nesses and resi dents.

So, you know, ny experience is this is a
really healthy dialogue. It's sonething we
do irrespective of the project. And the
| evel of dialogue tends to increase as you
get closer to the actual start of
constructi on.

So, as an initial response, you know,
roughly 12 municipalities are tal king through
I ssues with us. And | woul d expect that grow
as you get closer to construction.

And is it fair to say, much like the Chair
nmentioned, in terns of the Guarantee Program
the MU is a work-in-progress? That's

sonet hing that eventually gets put into any
sort of certificate. And as we work through
this progress, that m ght evolve as well.
Yes. Typically what happens, and what's
happened in other states, is in nany

i nstances the MOU becones, in essence, a
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stipulation. And it could simlarly be a
condition of a certificate or permt. So
it's sonmething that becones, in essence,

bi nding to the Conpany and sonet hi ng we

intend to honor, in any event.
Q But this is still just a tenplate --
A Yes, this is based largely on simlar

docunents we've used in other states and
actually here in New Hanpshire on ot her
projects. So it's an initial draft that wll
change based upon the nunicipality.

MR. WAY: Thank you.

CHARI MAN HONI GBERG M.

A denbur g.

MR, COLDENBURG. Thank you, M.

Chai r man.

| NTERROGATORI ES BY MR OLDENBURG

Q M. Qunlan, I'd like to go back to a
question that | asked before lunch. | did
such a poor job in asking it, you answered a
di fferent one.

A ' msorry.

Q And it was about the cost suppression. And

it's really about conpetition.
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I've heard before that Northern Pass,
the energy being supplied is going to be at a

| oner rate and people can expect to see a

| ower bill.
A Yes.
Q For Eversource custoners, that savings, that

cost reduction, do you see that being passed
on or lowered by the other suppliers, so
that, you know, you're going to supply

electricity at this rate? To be conpetitive,

wi |l other suppliers lower their rate to be
conpetitive? So | guess I'll leave it at
that --

A Yeah, I"'mtrying to --

Q -- before | nuddle it nore.

A So l'"ll go -- just let ne go --

Q Retail market.

A Oh, retail market. Ckay, okay.

Q Retail marKket.

A Retail market. So, Northern Pass really --
Nort hern Pass will inpact the whol esal e
market. So that's the market that's

adm ni stered by | SO New England. So it wll

drive down the whol esal e market cl earing
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price.

For retail, if you will, what happens is
a retail marketer generally, unless they have
a generation source, and nost don't, but they
wi || buy power out of the whol esal e nmarket
and then resell it to end-use custoners.
That's, in essence, the business of a retail
mar keter. Typically, if the retail marketer
pays less for its whol esal e supply, the
end- use custoner pays less for the retail
power because that is conpetitive. You have
many retail marketers who are sourcing from
t hat sane suppressed whol esal e market, and
then they conpete to sell to the end-use
custoner, the retail custoner. Wen that
whol esal e price goes down because of the
conpetition on the retail side, the retail
price generally goes down. So | do think
end-use custoners, PSNH custoners and
customers across New England wll see the
effect of that whol esal e suppression.
But that savings isn't part of your
calculation, is it? So you have that there's

$80 mllion a year savings for custoners.
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But that doesn't include -- does it include
t hat conpetition?

A. Yes. It assunes that the suppression in the
whol esal e market finds its way to the retail
custoner. M/ experience is that it does. |
once ran the conpetitive businesses for
Nort heast Utilities, both the whol esal e
mer chant generation and narketing, as well as
the retail conpetitive business, and there is
a direct correlation between the two. You
general ly source off the whol esal e mar ket
you add your margin and you sell it at
retail. |If your sourcing price goes down,
your retail supply goes down, and the price
custoners pay goes down. That's generally
how it works in ny experience.

MR. CLDENBURG. All right.
Thank you.
CHARI VAN HONI GBERG Al l right.
Anyt hing el se from nenbers of the Commttee?
All right. M. Wathersby.
| NTERROGATORI ES BY Ms. WEATHERSBY:
Q Just one nore foll owup on a question that

Conmm ssioner Bailey asked. | just want to
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make sure | understood correctly.

You i ndicated that Northern Pass
Transm ssi on wasn't dependent on the
successful bid in the Mass. RFP that's being
solicited now But if you're not sel ected,
Is there a price in the whol esal e mar ket that
I's needed to nmake the Project a go? |Is that
that $40 a nonth -- excuse ne. |s that that
$40- a- nregawatt figure? Let ne just back up.

Is there a price in the whol esal e mar ket
at which the Project is a go? Wat's the
ti ppi ng point?

So |''mnot aware of any price. That

di scussion wll take place as between

Ever source and Hydro- Quebec. You know, that
$40- a- negawatt hour, that's purely the energy
mar ket price that M. Bowes was referring to.
You really need to | ook at what are narket
conditions in the energy markets, capacity
markets, and is there a nmarket for

envi ronnmental attributes. And you | ook
across all three products, which is what

Nort hern Pass can deliver, and, you know, is

t here adequate revenue to nove into the
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constructi on phase.

If energy prices are low -- let's assune
they're | ow and are going to be low for a
very long period of time. You' d like to find
addi ti onal revenue through capacity or
environnental attributes. So you really need
to look at all three market conditions froma
|l ong-termview. Again, | don't think
Hydr o- Quebec will |l ook at it froma one-year
go/no go. That's not the way they think of

Nort hern Pass. They viewthis as a long-term

strategic investnent. So | wouldn't focus on
any one variable |like energy. | certainly
couldn't. | couldn't tell you what that

nunber would be. But | wouldn't focus on
just energy. | think you need to | ook at the
totality of the circunstance.

Q But certainly Northern Pass has | ooked at
this and what they need to get in order to
make this project work. So, | nean, are
there studies available? O maybe that's
part of Ms. Frayer's --

A W' ve not done -- we, Northern Pass, has not

done that. |'m sure Hydro- Quebec has a view
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as to what the requirenents are. | nean,
we've tried to put ourselves in their shoes
fromtine to tine to nodel market conditions.
But, you know, they're the ones who are
selling the power. W're building the
transm ssion line, and they're paying --
they're giving us the cost recovery, in
essence, through their use. But they're the
ones selling the product into the market.

"1l give you anot her key vari able for
them They | ook at what are the market
conditions in Ontario, what are market
conditions in New York, and what are market
conditions in New England. So if they're
sitting on 3,000 negawatts of excess
capacity, they'll say, you know, is
Connecticut -- is New England still their
preferred nmarket? R ght now, they're saying
that New England is their preferred export
mar ket because prices, even though they seem
low to us, are high to them

So, you know, |I'm not aware of any
absol ute nunber that energy markets woul d

have to clear at. | think it's a totality of
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the circunstance and really an opportunity
call, where are the opportunities, if you
will.

CHARI VAN HONI GBERG Al l right.
Last call. Committee?

[ No verbal response]

CHARI MAN HONIl GBBERG |t probably
makes sense to break. M. Needl enan, | assune
you have sone redirect for M. Quinlan?

MR. NEEDLEMAN: | do. It's not
going to take very | ong.

CHARI MAN HONI GBERG.  There's a
| ot of people |I think who need a break,
however .

MR. NEEDLEMAN:. That's your
cal | .

CHARI MAN HONI GBERG. W' re goi ng
to break for ten m nutes and cone back to as
close to twenty mnutes after three as we can.

' msorry. Yes, M. Reiners.

MR. REI MERS: WMaybe one thing to
t hi nk about during break is |I know the
Bowes| Auser é panel is schedul ed for two days.

Just for planning purposes wth the other
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attorneys in nmy office, assum ng we don't get
t hrough that on Monday - -

CHARI MAN HONI GBERG | think
that's a pretty safe assunpti on.

MR REIMERS: | do, too. Maybe
you coul d think about whether we're going to do
it Ii ke today, where that panel m ght begin
|ater in the day on Tuesday. O would they
just be bunmped on Tuesday? A little guidance
on that would be useful.

CHARI MAN HONI GBERG I woul d
encourage you to speak anong each other, and
perhaps with M. lacopino and Ms. Monroe, about

whet her you all can agree on an approach to

that. |If there's no agreenent, then we'll sort
it out for you. But | expect if you all talk
wi th each other, you'll cone up wth sonething.

MR. RElI MERS. Sounds good.
Thanks.
(Brief recess was taken at 3:10 p. m,
and the hearing resuned at 3:27 p.m.)
CHARI MAN HONI GBERG M.
Needl eman, before you start, | think M.

| acopi no has one questi on.
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MR. | ACOPI NG One nore

question, M. Quinlan. I'msorry.

| NTERROGATORI ES BY MR | ACOPI NO

Q

Just previous to the break, you were
testifying and you nentioned a figure of
3,000 negawatts avail able to Hydro- Quebec for
export. Can you please tell us where you got
that information fronf

Personally, | received it in dialogue with
executives at Hydro- Quebec, including their
chi ef executive officer, Eric Martel. |

beli eve that nunmber is also in the public
domain. | nmean, Hydro-Quebec, at sone
frequency, has been sharing that figure
externally with the nedia and others. So I'm
sure there are press reports that report on
M. Martel and Hydro- Quebec's view of their
addi tional export capability. Perhaps, you
know, maybe our team can provide sone
docunents. Again, ny awareness i s based upon
di rect conversati on.

So it's not based, for instance, on any
security filings or anything |ike that,

testinony in other proceedi ngs or anything
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i ke that?

You know, they nmay have rel eased this as part
of public disclosures formally. But we'd
have to conduct a search. | know it's been
reported extensively in the nedia and
attributed at least to M. Martel and M.
Denmers, who are responsible for their export
busi ness. They're certainly quoted in nedia
coverage as to that figure. So we could
certainly determ ne whether there is a nore
formal expression in a securities filing, for
exanpl e.

Thank you very nuch.

MR. | ACOPI NO Thank you, M.

Chai r man.

CHARI MAN HONI GBERG Now M .
Needl| eman.

MR. NEEDLEMAN: Thank you. To
M. lacopino' s |ast question, | believe there

Is a press rel ease associated wth that, and
we're trying to track it down. And we w ||
make it avail able to everybody.

To M. lacopino's earlier question about

where in the Application the Conmmttee can
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find informati on about the structure types,
| ocations, things like that, that is in
Appendi x 1 to the Application, beginning on
Bat es Page No. 01015. And for the next 700
pages or so there are project naps, there are
structure profile draw ngs, there are
transition station drawings. And that w ||
give you the informati on you need.
(Applicant's Exhibit 83 narked for
identification.)

REDI RECT EXAM NATI ON

BY MR NEEDLEMAN:

Q

Just a coupl e quick questions, M. Quinn.
|*ve given you Applicant's 83. Several tines
in the | ast coupl e days you nade reference to
a joint HQ Eversource press release. Is that
t he docunent you were referring to?
Yes.
Ckay. Thank you.

And t hat docunent is dated March 31st;
is that right?
That's correct. Yes.
So that docunent post-dates all of the

earlier press reports that you were asked
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questions about yesterday; is that correct?

A Yes, it does.

MR. NEEDLEMAN: M. Chairnan,
consi stent with the protocol we have, we're
going to get that docunment scanned, e-nmailed to
Ms. Monroe and distributed to everybody
shortly.

CHARI VAN HONI GBERG Al l right.
Thank you.

BY MR NEEDLENAN:

Q My next question relates to sone questions
you received earlier about the PUC settl enent
and the $20 mllion. Do you recall those?

A Ceneral ly, yes.

Q And just to clarify the record, am | correct
that, of that $20 mllion, none of that noney
goes to the PUC? |Is that right?

A To the PUC directly?

Q Correct.

A No, none of that goes to the PUC. The
commtnent is to have the PUC direct the
al l ocati on of those funds. So, the $20
mllion, if you will, will be nmade avail abl e

t hrough the Forward NH Fund. The PUC wi | |
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determ ne where those funds flow -- in other
words, into which prograns it will flow  But
none of it goes directly to the PUC. It may
flow, for exanple, into an energy-efficiency
programor to sonme other simlar initiative
that the PUC directs us to fund. | know
there's a specific reference to | owi ncone
custonmers in the settl enent agreenent, so ny
expectation is that, you know, sone of the
funds would be directed there. But to be
cl ear, none of the funds flow to the PUC
In fact, the terns of the settl enent
specifically have a section that says "Public
Interest Prograns”; is that right?
That's correct.
And one exanple in the settl enent agreenent
of such a programis the state's CORE
energy-efficiency prograns; is that right?
That's correct. Those are the pre-existing
energy-efficiency prograns | was referring
to.
And just one other set of questions.

I n your supplenmental testinony -- well,

yest erday you were asked about the Jobs
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Creation Fund, and you were focused on the
six particular things that have thus far been
f unded.

Yes.

And there were questions asked about whet her
there's any concrete infornation as to the
effect that that funding has actual ly had.
And | want to turn your attention to your
suppl enental testinony at Page 5, Line 4. In
this testinony you' re tal king about the North
Country Jobs Creation Fund, and you provide
the specific exanple of The Dancing Bear in
Col ebrook. Do you recall?

Yes. They were the recipient of matching
funds, yes.

And in your testinony there, you reference
Attachnment D to your testinony -- D as in
dog. And we actually didn't get a chance to
| ook at this yesterday, but that attachnent
Is a letter fromthe owner of that
establishment. And in the first paragraph it
actually specifically quantifies the effect
that that has had, that that grant has had;

is that correct?
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(Wtness revi ews docunent.)
Yes, it does. |It's a letter fromthe owner
of the establishnment. And he indicates that
his gross sal es have increased by 34 percent
in 2016, and his conpany payroll has
I ncreased by 30 percent for 2016. In this
letter he's attributing that to the
i nvestnent made fromthe North Country Job
Creati on Fund.
Ckay. Thank you.
MR. NEEDLEMAN:  Not hi ng further.
CHARI VAN HONI GBERG Al l right.
Thank you, M. Quinlan.
MR. QUI NLAN:  Thank you.
CHARI MAN HONI GBERG M.
Needl eman, who's next?
MR. NEEDLEMAN: M. Auseré and
M. Bowes.
( WHEREUPON, M CHAEL J. AUSERE and
KENNETH BOWES were duly sworn and
cauti oned by the Court Reporter.)
CHARI MAN HONI GBERG M.

Needl| eman.
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DI RECT EXAM NATI ON

BY MR NEEDLEMAN:

Q

M. Auseré, let's start with you. Could you
state your nane and title for the record,

pl ease.

(Auseré) M chael Joseph Auseré,

Vi ce- presi dent of Busi ness Devel opnent.

And just briefly, what is your role in this
pr oj ect ?

(Auseré) My role in this project was | was
involved in the very early stages negoti ati ng
the Transm ssion Services Agreenment with
Hydr o- Quebec.

|*ve given you two exhibits: Applicant's
Exhi bit 7, which is your prefiled testinony
from Cct ober 16, 2015, and Applicant's
Exhibit 8, which is your March 24, 2017
suppl enental prefiled testinony. Do you have
t hose both there?

(Auseré) | do.

And do you have any corrections to either of
t hose testinonies?

(Auseré) | do not.

That being said, do you swear to them and
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adopt them as your own today?

(Auseré) | do.

M. Bowes, let ne turn to you. Could you
state your nane and title for the record.
(Bowes) Kenneth Bowes, Vice-president of
Transm ssi on Perfor mance.

M ght want to try it again.

(Bowes) Kenneth Bowes, Vice-president of
Transm ssi on Perfor mance.

And could you briefly state your role in this
pr oj ect .

(Bowes) Yes. I'mthe | ead technical expert
for the Applicant, and to denpbnstrate both
our technical and managerial capabilities to
construct and operate the Project.

And |'ve given you three exhibits:
Applicant's Exhibit 4, which is the prefiled
testi nony of Janes Muntz from Cct ober 16,
2015; Applicant's Exhibit 10, which is your
suppl enental prefiled testinony for Track 1
i ssues from March 24th, 2017; and Applicant's
Exhi bit 70, which is ny Septenber 15, 2016
letter to Ms. Monroe expl ai ni ng whi ch

portions of M. Mintz's testinony you woul d
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be adopting. Do you have those three
docunent s?

(Bowes) Yes, | do.

Looki ng at Exhibits 4 and 10, the testinony,
do you have any changes or corrections to
ei ther piece of testinony?

(Bowes) No, | do not.

That bei ng said, do you adopt both of those
and swear to them today?

(Bowes) Yes, | do.

Ckay. Thank you.

MR. NEEDLEMAN. They're
avai |l able for cross, M. Chair.

CHARI VAN HONI GBERG Al l right.
The first group is the Business O ganizations
wi th Economic Interests, and | think that
i ncludes the | BEW Anyone from that group?

[ No verbal response]

CHARI MAN HONI GBERG.  Seei ng
none, the next group, the Gty of Franklin,
City of Berlin. Attorney Boldt.

VMR. BOLDT: Thank you, M.
Chairman. | wasn't sure if there was a

m crophone nmal practice [sic] or -- thank you.
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BY MR BCLDT:

Q

On behalf of the Cty of Berlin, M. Auseré
and M. Bowes, |'m Chris Boldt from Donahue,
Tucker & Ciandella. | have just a couple
questi ons.

M. Bowes, first and forenost, | nerely
want to confirmation that you will be back on
t he construction panel so that we can save
ti me today.

(Bowes) Yes, | wll.
Thank you so nuch.

M. Auseré, | wanted to -- part of your
suppl enental prefiled testinony addressed the
deconmm ssi oni ng i ssues i s ny understandi ng?
(Auser é) Yes.

Il just wanted to confirmthat this project
being built for $1.6 billion right nowis
going to have a |life longer than the initial
TSA of 40 years; correct?

(Auseré) W expect it to have a useful life
beyond the 40 years.

And are we using some internal nunber of

about 80 to 100 years now?

115
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(Auseré) |I'mnot aware of any internal
projection. | know that when we | ook at the
useful |ife of other transm ssion assets,

t hey do exceed 40 years. But |I'mnot aware

if that's 80 to 100 years in your exanple.
I'"'msorry. Can you --
CHARI MAN HONI GBERG Can we j ust
go off the record for one second.

(Di scussion off the record)

BY MR BCLDT:

Q

Attached to your suppl enental testinony,
Exhibit 8, is a set of financial statenents.
Attachnent Bl, which starts on page, |ast two
digits 88 -- are you there?

(Auser é) Yes.

It states that it's for PSNH and
subsidiaries. Can you confirm who the

subsidiary is in this case?

(Auseré) | do not know. |'d have to | ook
into that. | do not know what the
subsidiaries are for PSNH. | can tell you

that it's not Northern Pass Transm ssi on.
Ckay. That was one question. | was assum ng

It was going to be your real estate arm RPI
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Does that nmake sense?
(Auseré) No. RPI is actually -- actually, |
have an exhibit el sewhere in ny testinony
t hat shows our corporate organi zati on chart,
and Renewabl e Properties, Inc., or RPl, is a
subsidiary of Eversource Energy Transm ssion
Ventures, which is the sane parent conmpany of
Nort hern Pass Transm ssi on.
Thank you for the clarification.

Were you here this afternoon earlier for
M. Quinlan's testinony, around 2: 007
(Auser é) Yes.
Ckay. At one point in tinme, Iin response to
Comm ttee Menber Weat hersby's questi ons,
there was a statenent |'mnot sure | heard
correctly. But the gist was once
Ever source/ Northern Pass Transm ssi on has
paid for the construction costs over the life
of the 40 years, they're not going to get any
nore noney. |s that correct?
(Auseré) So, under the Transm ssion Services
Agreement, it's a fornulaic rate under the
Transm ssi on Services Agreement. And under

the Transm ssion Servi ces Agreenent, under
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this fornulaic rate, we recover depreciation
of the asset over the 40-year accounting
useful life. W recover all of our operating
costs, all of our costs of debt, et cetera.
But what we earn, our profit, if you wll, is
return on equity. And once the Project is
fully depreciated, we are no | onger earning a
return on equity. Now, that assunes -- that
assunes that there's no additional capital
expenditures into the Project beyond the
initial $1.6 billion. But | would imagine
over the 40 years of life -- well, the 40
years-plus of the life of the contract, there
wll be additional investnent into the
Project. And under the fornmulaic rate with
Hydr o- Quebec, we will earn a return on equity
on that capital investnent.

But beyond -- I"'msorry. Just to
continue. The termof the Transm ssion
Servi ces Agreenent is 40 years, but
Hydr o- Quebec has the right to renew t hat
contract beyond that. So, you know, in any
event, we expect this to be the case, that

Hydr o- Quebec continues to be a counter-party
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under the contract. W won't necessarily be
earning as nmuch of a return on equity as we
were early on in the contract, but
Hydr o- Quebec will still be responsible for
as part of the fee for the transm ssion
service, making a paynent to us that all ows
us to recover our O & Mcosts and other costs
associated with the Project.

Ckay. |I'ma great fan of what | hope are

si npl e anal ogi es because |I'ma relatively

si npl e guy.

I f Hydro-Quebec is the "well" and this
transm ssion line is the "garden hose" and
Massachusetts is the "garden," Hydro- Quebec
and Northern Pass is agreeing to build the
hose; correct?

(Auseré) NPT is building the hose.

And once Hydro- Quebec pays for the hose,
water is still flowng fromthe well to the
garden; correct?

(Auseré) Correct.

I's NPT getting revenue for the nere fact that
t hat garden hose is running through New

Hampshi r e?




© 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 PANEL: AUSERE|BOWES]

(Auseré) NPT will be getting revenue for the
hose, in your analogy. And that revenue wll
be based on this fornmula rate that the TSA
provides for, and that formula cal cul ates the
cost of the Project, as well as return on
equity. So that's what builds up to the
revenue that NPT receives.

But | guess ny question is, once the hose has

been paid for, is Northern Pass getting paid

revenue still?
(Auseré) If we -- if NPT has fully recovered
its investnent in the Project, we will no

| onger earn a return on the equity because it
wll no longer be -- I"'msorry. | guess I'm
focusing on your word "revenue." W'IlIl still
have annual operating costs associated with
the Project, and HRE, or the counter-party in
the Transm ssion Servi ces Agreenent, would
still be paying us a revenue anopunt t hat
allows us to recover our operating costs.
Ckay. That's what | wanted to clarify.

Thank you for that.

MR. BCOLDT: No further questions

at this tine.
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CHARI VAN HONI GBERG Al l right.
Then the next on the list is Wagner Forest
Managenent .
MR. NOVELLO. No questi ons.
CHARI MAN HONI GBERG.  Counsel for
the Public. Hang on just a second. Of the
record.
(Di scussion off the record)
CROSS- EXAM NATI ON
BY MR PAPPAS:
Q Good afternoon, M. Auseré and M. Bowes.
M. Auseré, let ne ask you -- let ne
just follow up for a mnute wth what
Attor ney Bol dt asked you about the "hose"
after 40 years.
Under the TSA, HQ has an option to keep

using the "hose,"” if you will.

A (Auseré) Correct.

Q And if HQ and -- at that point, HQ and
really HRE, and NPT woul d negoti ate what the

rate would be; isn't that right?

A (Auseré) We woul d have to negoti ate and agree

upon the terns of the ongoing operation. But

subj ect to check in the TSA, | believe that
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there's al so | anguage in the TSA that says
the ternms woul d be consistent with the
previ ous 40 years in this exanpl e.

And so, in negotiating those terns, | assune
t hat NPT woul d negoti ate revenue sufficient
at |l east to cover its cost, if not nore.
(Auseré) Correct. Wiat | would anticipate is
that the revenue woul d be cal cul at ed
consistently with the fornulaic rate that's
provided for in the initial 40 years.

O sonet hi ng el se.

(Auser é) Again, subject to check, | believe
the terns have to be consistent with the
previ ous 40 years.

And if HQ doesn't exercise that option, NPT
is then free to negotiate with any ot her
party for themto use the "hose"; correct?
(Auseré) No, it would not be -- I'msorry.
Did you say HQ would be free to --
I"msorry. NPT would be free to negotiate
with any other party for themto use the
hose.

(Auseré) Correct.

And when NPT negotiates with any other party,
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NPT can negoti ate the best deal it can;
correct?

(Auseré) Correct.

And | assune that if that were the case,
they're going to negotiate sufficient revenue
to at | east cover their costs, if not better.
(Auseré) That woul d be reasonabl e.

Ckay. Now I'mgoing to ask you first sone
questi ons about NPT's financial capability to
construct and operate the Project, and then
|'mgoing to nove to the deconm ssi oni ng

pl an.

(Auser é) Ckay.

I want to first start with just understandi ng
where NPT fits. And if you | ook on the
screen, it's Counsel for the Public's

Exhi bit 6, which is an attachnent to your
suppl enental testinony. Do you recognize

t hat docunent ?

(Auseré) | do.

Ckay. Now - -

(Auseré) Just for the record, | don't believe
this is technically attached to ny

suppl enental testinony. | think |I filed this
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after ny initial testinony.

You're correct. | amm staken. You're
right. You filed this as essentially a
revision to your original testinony.
(Auseré) Correct. Yeah.

Thank you. You nust be an account ant.
(Auseré) A d habits die hard.

Ckay. So, as | understand it, NPT is a

si ngl e- purpose entity.

(Auseré) Correct.

And its sole purpose is to permt, build and
operate the Northern Pass |ine.

(Auseré) Correct.

And it generates -- it doesn't generate
revenue until the transm ssion |ine becones
operational; correct?

(Auseré) Correct.

And NPT is owned 100 percent by Eversource
Transm ssion Ventures, Inc.; is that right?
(Auseré) Correct.

Now, Eversource Transmi ssion is a hol ding
conpany; correct?

(Auseré) Correct.

And Ever source Transm ssion owns, what, the
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five conpanies |isted under them one of them
bei ng NPT?

(Auseré) Correct.

And Eversource Transm ssion itself doesn't
generate revenue; is that right? It receives
revenue from one of --

Correct.

-- its five conpani es.

(Auseré) Correct.

Ckay. And eventually, Eversource Energy owns
Ever source Transm ssi on Services; correct?
(Auseré) Correct.

Ckay. So let nme ask sone questi ons about
NPT's financial strength to first construct

t he Project.

NPT, in the first instance, is
responsi ble to pay for both the devel opnent
and the construction of the line; correct?
(Auseré) Correct.

And the costs to do that -- to construct, to
permt and construct the line -- are being
funded by Eversource; correct?

(Auseré) Correct.

Now, as | understand it, Eversource is paying




© 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 PANEL: AUSERE|BOWES]

126

for those costs in two ways: First, it's
| oani ng noney, inter-conpany | oans to NPT.
(Auseré) Correct.
And it is also making equity contributions to
NPT.
(Auseré) Correct.
And as you have in your suppl enenta
testi nony, at the end of |ast year,
Ever source had | oaned about $84 million to
NPT?
(Auseré) Let me just |ook.

(Wtness revi ews docunent.)
(Auseré) You're correct.
And Ever source had nade approximately 56-1/2
mllion dollars in equity contributions to
NPT?
(Auseré) G ve ne one second.
Sure. Take your tine.

(Wtness revi ews docunent.)
(Auseré) Correct.
And as | understand it, at 12/31/16, NPT al so
had about $25 million in retai ned earnings on
its bal ance sheet?

(Auser é) That sounds about right.
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Ckay. So at the end of | ast year,

Ever source, through either inter-conpany

| oans or equity contributions, had invested
about 140-1/2 mllion dollars in this

pr oj ect ?

(Auser é) Yes.

In addition to that, Eversource had al so

i nvested about $50 million in buying property
i n New Hanpshire.

(Auseré) Correct.

And it buys that property through Renewabl e
Properties, Inc.?

(Auseré) Correct.

So, all in, at the end of |ast year,

Ever source had i nvested about $190 million
into this project.

(Auseré) Correct.

Ckay. And it's been already testified that
the total expected costs for the Project is
about $1.6 billion; correct?

(Auseré) Correct.

Now, other than the $50 nillion spent through
Renewabl e Properties, NPT is going to fund

that $1.6 billion by receiving noney from
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Eversource, either by way of an inter-conpany
| oan or an Eversource equity contribution; is
that right?

(Ausereé) Those are currently our plans.

Have you | ooked at any financing for NPT --
"you, " being Eversource?

(Auseré) You nean financing alternatives?
Yeah. O her than getting a | oan from

Ever source, the conpany, or equitable
contribution, has it |ooked at NPT's ability
to raise funds other than those two avenues?
(Auseré) Qur treasury team has had
prelimnary discussions wth vari ous banks
about financing alternatives. But currently
our plan is for, during the construction
period, to finance certainly the equity. As
you say, 50 percent of equity will come from
Ever source, the parent, and then 50 percent
of debt we currently expect to conme fromthe
parent as well. Once we enter into
operations, we would | ook at refinancing that
i nter-conpany debt with term debt, bonds.
That's typically the approach we take with

our maj or projects.
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Ckay. And would you expect NPT to get a
favorable rating much -- it is a utility,
correct, because it's now been --

(Ausereé) It has utility status. And by
virtue of the contract and the formulaic rate
that we have with HRE, it wll look, in terns
of a financial profile, simlar to our other
transm ssi on busi nesses, electric businesses.
So, yes, | would expect it to receive a
rating simlar to our other businesses.

And you're rather confident that Eversource
has the ability to either | oan NPT or nake
equity contributions to NPT in the anpbunt of
$1.6 billion to fund the Project?

(Auseré) I am And the basis of that
confidence is just |ooking at our track
record, in terms of the infrastructure we
fund every year. | think if you | ook at the
past three years, on average we have financed
roughly 2-1/2 billion dollars a year.

So woul d you also be confident that, if HQ
and NPT agree to bury the entire line for
$2.6 billion, that Eversource could also fund

that investnent through either capital
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contributions or inter-conpany |oans to NPT?
(Auseré) You know, we haven't -- in terns of
financial capability, we haven't -- | haven't

run that, you know, scenario. W have to
| ook at how that fits in our overal
financing plans with the rest of the

busi nesses. But would we have the capability

to finance sonething nore than 1.6? | would
I magi ne so.
Yeah, you've got -- Eversource has a pretty

heal t hy bal ance sheet; does it not?
(Auseré) W do have a strong credit rating.
Yeah. Yeah. So if Eversource decided it was
inits interest to fund $2.6 billion, it
probably could do so, couldn't it?
(Ausereé) We coul d.
In fact, through 12/31/20, Eversource pl ans
to invest about 9-1/2 billion dollars in new
NPT i nfrastructure; correct? That's in your
t esti nony.
(Auser é) That sounds right.

(Wtness revi ews docunent.)
(Auser é) Yes.

Ckay. And within that $9.6 billion is the
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$1.6 billion for Northern Pass?
(Auseré) Correct.
Ckay. And as | understand it, Eversource
plans to finance this $9.6 billion in energy
infrastructure by either its cash flow or
I ssui ng new debt.
(Auseré) Correct. W could also, another
| evel , although we don't have any plans, we
al so i ssue equity. Eversource Energy could
i ssue public equity.
And Eversource has different credit ratings
from S&P, Mody's and Fitch; correct?
(Auseré) Correct.
And they range fromA (positive) to Baa
(stable)?
(Auseré) Yes. S&P has us at an A (positive);
Moody's has us at Baal (stable), and Fitch
has us at BBB+ (positive).
And |I'm not going to wal k through your
financial statenents or cash fl ows because |
t hi nk they speak for thensel ves, and the
Conmi ttee nenbers can do so.

But is it your belief that, based on

Ever source's cash flows, its financi al
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statenments and its ratings, it doesn't have a
probl emissuing debt in the market?

(Auseré) No, we have ready access to the

capi tal nmarkets.

Thank you. So |let nme ask you sone questions
about the repaynent of the $1.6 billion

I nvest ment .

(Auser é) Yeah.

There's al ready been testinony that that
occurs through NPT's operation. So, once the
line is put in service, then NPT starts
getting revenue to pay back the $1.6 billion;
correct?

(Auseré) Correct.

Ckay. So | want to ask you sone questions
about the TSA. And M. Qinlan was kind
enough to divert those questions to you, so
you get to answer them

(Auser é) Super.

So what you have on the screen now is the
first page of the TSA that was filed with the
Application to the SEC

(Auserée) Ckay.

And ny understanding is you negotiated this
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TSA; correct?

(Auseré) Actually, | negotiated or was the
pri mary negotiator on the original TSA which
was executed Cctober of 2010. | was not
directly involved with the subsequent
anendnent, but | am aware of the changes that
were made in that anmendnent.

Ckay. So what this is, it started in 2010,

it was anmended in 2013, and then FERC
approved it in 20147

(Auseré) Actually, FERC approved it
originally in February of 2011. Wen we nade
t his amendnent, the anended version that
we're | ooking at, they subsequently approved
t he anendnents.

Ckay. And as | understand it, when the route
was changed in 2013, the TSA was anended in
2013, and then FERC approved it again in
2014; is that right?

(Auser é) No.

No?

(Auseré) No. The route was changed -- well,

t he scope change that resulted in going to

the reduction of the capacity of the |ine,
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t hat deci sion was nade in 2015. So this does

not -- this TSA, if you will, doesn't reflect
t he nost -- the current design.
That | understand.

(Auserée) Ckay.
But this TSA went into effect after the
route -- because sone changes were nmade in
2013 first.
(Auser é) Yes.
And then this was put in, | understand, the
| ater changes to get us to where we are
t oday.
(Auseré) Right.
And just for your sake, the TSA is between
NPT and HRE, but I"'mlikely to refer to HRE
as HQ as often as HRE. If | do, you'll
under st and that nmeans HRE, who signed the
TSA. Do you understand that?
(Auseré) Yes. But just in ny responses, |
may be very precise around HRE versus HQ
By all neans, do so.

Ckay. Like NPT, HRE is a single-purpose
entity; correct?

(Auseré) Correct.
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And i ke NPT, it was created for the Canadi an
portion of the Northern Pass Project;
correct?

(Auseré) Not correct.

What was it created for?

(Auseré) HRE was created to be the
counter-party to the Transm ssi on Services
Agreenent. HRE, to ny know edge, w il not
own t he Canadi an portion of the line. That
w |l be owned by either HQ itself or another
affiliate.

W Il HRE have any assets?

(Auseré) They're a U.S. conpany, so |'m not
awar e of what other assets they would have.
You were specifically asking about the
Canadi an portion of the line. So, as a U S.
conpany, | don't believe they'd be owning the
Canadi an portion of the |ine.

Ckay. But under the TSA, it's HRE that's
responsi ble to actually pay NPT; correct?
(Auseré) Correct.

Wth the assunption being they're going to
get that noney from HQ?

(Auseré) Presunption being that -- well,
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there's a couple ways they can do it. They
could sinply get the noney fromHQ or

they -- I'mnot certain because |I'm not HQ
But they could market into the U S. So
that's -- the revenue could either, in your
exanple, come fromHQ or it could cone from
mar keting the power in the United States.
Ckay. But unl ess HRE does one of those two
t hi ngs, you're not aware of any other source
for themto actually pay back the $1.6
billion or to pay revenue to NPT to use the
l'i ne.

(Auseré) | don't know what other assets HRE
woul d have.

Ckay.

(Auseré) You know, | would say nore than
likely they will be the entity that's

mar keti ng the power in the U S

Al right.

(Auseré) But either one of those scenari os
coul d happen. But | would say it's nobst

li kely that the revenue from HRE w il cone
fromsal e of the power.

Ckay. So let nme follow this through, then.
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HRE sells the power inthe US  And to
whom are they going to sell it to? Gve ne
an exanpl e.

(Auseré) They could sell it into the

whol esal e markets. They could sell the power
bilaterally.

Ckay. And if they sell it in either the

whol esal e narkets or sell it bilaterally,
eventually it's the end users, ratepayers,
who buy that power.

(Auseré) Utimtely.

Utimtely. R ght. So, to follow the trail

of the cash fl ow backwards, it starts with

the ratepayers. It goes to -- could be
sonebody in between -- but eventually it goes
to HRE, who then -- a portion of that would

go to NPT to pay for use of the transm ssion
i ne; correct?

(Auseré) Correct.

Right. So the ultinmate revenue -- the
ultimate cash to pay NPT for use of the line,
i ncl udi ng repaynment of the cost of the |ine,
starts with the ratepayers i n New Engl and,;

correct?
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(Auser é) Yes.
And t hat includes ratepayers in New
Hanpshi re; correct?
(Auseré) If New Hanpshire ratepayers are
buyi ng power.
Yeah. |If New Hanpshire ratepayers receive
any of the power that cones down the Northern
Pass line, they're going to pay for that
power, and eventually their portion of paying
t hat power is going to wind its way back and
end up with NPT, under the rate fornul a
w thin the TSA
(Auseré) That's correct.
Correct.

So, yesterday | asked M. Quinlan about
a 2016 anendnent to the TSA, and he i ndicated
he was not aware of that docunent. Are you

aware of the 2016 anendnent to the TSA?

(Auseré) | am

You are.

(Auserée) Wll, I'maware of a TSA anendnent
that we executed with -- and this nmay be your

next question. W executed it wth HRE HQ

but it was never effective. It was
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effective -- it's effectiveness was
contingent on being selected in the
Three-State C ean Energy RFP.

So as | understand it, as part of that bid
into the Tri-State RFP, the TSA was anmended
to reflect that bid.

(Auseré) Correct.

Correct. And obviously the bid was not
awarded to NPT; correct?

(Auseré) Correct.

So as | understand it -- and | don't want to
get into the details of this docunent because
it's been marked confidential, but | think
this part is publicly known. As a result of
not bei ng awarded that bid, that 2016
amendnent either automatically term nated or
never becane effective. But it's no

|l onger -- it is not today in effect; correct?
(Auseré) Correct.

And as | understand it, what is in effect is
t he docunent that we have, the first page of
which is on your screen; correct?

(Auseré) Correct, except there has been one

anendnent, which | attached to ny
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suppl enental testinony, extending the

"approval deadline" | think it's call ed.

Ckay.

(Auseré) And there it is.

So this is Counsel for the Public Exhibit 18.

And this is -- |let ne back up for a mnute.
Under the TSA, there was a certain date

by whi ch approvals had to be received;

correct?

(Auseré) Correct.

Yeah. And that approval deadline was

February 14th of this year; correct?

(Auseré) | know it was February of this year.

I can't renmenber the precise date.

Ckay. And that docunent we have on the

screen which you referred to a nonent ago

ext ended that approval deadline to

12/ 31/ 2020; correct?

(Auseré) Correct.

And so wth that extension, the TSA docunent

that | had on the screen just a nonent ago is

t he operative docunent; correct?

(Auseré) Correct.

Ckay.
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MR. PAPPAS:. Just go off the
record for one second.

(Di scussion off the record)

BY MR PAPPAS:

Q

O

o >» O >

M. Auseré, let ne ask you a few questions
about term nation of the TSA, okay.

(Auser é) Ckay.

Now, the TSA has provisions for termnation.
For instance, it can be term nated for the
conveni ence of NPT during the devel opment
phase; correct? There's provision for that?
(Auseré) Yes, it can be ternm nated by either
NPT or HRE during the devel opment phase.

And it also can be term nated by either HRE
or NPT during the construction phase;
correct?

(Auseré) Correct.

And it also can be term nated by either HRE
or NPT even after commercial operation;
correct?

(Auseré) Let nme check, if you don't m nd.

CGo ahead.

(Auseré) My cheat sheet.

| was going to say, you have a cheat sheet.
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MR. | ACOPI NO And when you tel
us, it would be good if you told us which
article of the TSA you're referring to.

W TNESS AUSERE: Section 3 -- or
Article 3 of the TSA.

(Wtness revi ews docunent.)
(Auseré) Only HRE can terninate during the
operations phase. Did | have that right?
Your | ast question was around the operations
phase?
Correct.
(Auseré) And also | want to check. | know
NPT has term nation rights during the
devel opnent phase. Let ne quickly check to
see if we have term nation rights during
constructi on.

(Wtness revi ews docunent.)
(Auseré) Only HRE can terni nate during
construction. So I'd |like to anend ny second
to |l ast answer.

MR ROTH: ' msorry.
coul dn't hear that.

(Auseré) I'msorry. During the -- 1"l

recap.
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During the devel opnent phase, either HRE
or NPT can termnate the TSA. Once we're
into construction, only HRE can term nate.
And simlarly during operations, NPT -- or
excuse ne -- HRE has term nation rights.

CHARI MAN HONI GBERG O f the
record.

(Di scussion off the record)

BY MR PAPPAS:

Q

Now, there are also provisions that, if the
constructi on budget costs rise nore than

15 percent, the TSA can be term nated as
well; correct?

(Auseré) Correct. HRE has term nation rights
if there's material cost escal ati ons.

And if the overall budget costs rise nore
than 30 percent, there are also term nation
rights; is that right?

(Auseré) Right.

Now, under these various term nation

rights -- or under these various provisions
of term nation, there are various provisions
for either HRE and/or NPT to recover certain

costs; is that right?
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A (Auseré) Yes. In fact, | think in all cases

the provisions are that NPT recovers its
costs. | just -- off the top of ny head, |
don't believe there's a scenario where HRE i s
recovering costs.

Q Ckay.

A. (Auseré) So, just to give a full answer, if

HRE exercises their termnation rights, then
t hey owe essentially a term nation paynent to
NPT. And I think in all scenarios, at a

m ni nrum NPT recovers all of its costs in the
Project. And to the extent there's actually
constructi on under way, the costs of
decomm ssi oni ng whatever is in service or is

under construction, that would be recovered

as wel | .

Q Ckay. So let ne nove on to deconmm ssi oni ng
costs. Now, the estimated costs -- one
second.

(Di scussi on between Atty. Pappas and
At t or ney Needl enan.)

BY MR PAPPAS:

Q Maki ng sure |I' mnot saying anything that's

confidenti al .
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The estimated costs for deconm ssioni ng
the Northern Pass transm ssion line is
approxi mately $100 mllion; correct?

(Auseré) That's ny understandi ng, yes.

Yeah. And under the TSA, after 34-1/2 years,
NPT is to provide a decomm ssioning plan to

t he managenment commttee for its

consi deration; correct?

(Auseré) Correct. Except, unless there's
been extension of the contract |ike we tal ked
about earlier.

And t he managenent conmttee is nade up of
two people from NPT and two peopl e from HRE?
(Auseré) Correct.

It's an even nunber; correct?

(Auseré) Correct.

And i f the nmanagenent commttee cannot agree,
t hey deadl ock or inpasse on a deconm ssi oni ng
pl an, that then gets sent to arbitration to
be deci ded; correct?

(Ausereé) Correct. Let ne just add, though.
Sure.

(Auseré) In that scenario, if there is

di sagreenent on the right approach of
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decomm ssi oni ng or whatnot, we would still --
"we" being NPT -- would still collect from
HRE. But then, of course, if there is
arbitration, if there is a different nunber
that results out of that, there would be a
true-up one way or the other.

And starting year 36, under the TSA formul a,
it includes a levelized nonthly
deconmi ssi oni ng paynent; correct?

(Auseré) Correct.

And essentially they determ ne what the

esti mat ed deconm ssioning costs are, and they
have a fornula. And they use the dollars in
year 35, and they figure out how nuch per
nmonth for the next five years should go into
a decomm ssioning fund; correct?

(Auseré) Correct.

Now, these deconm ssioning paynents are nade
by HRE under the TSA; right?

(Auseré) Correct.

And as | understand it, HQ has guaranteed
HRE s paynents up to a certain anount;
correct?

(Auseré) Actually, in the context of
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decomm ssioning, there's not a cap. HQ
guar ant ees whatever the anount is.
Wll, let's take a | ook at that.

So what is on the screen now i s Counsel
for the Public Exhibit 48. And you recognize
this as the Guaranty Agreenent signed by HQ?
(Auseré) Yes. Correct.

And if you | ook under Section 1, Quaranty --
and | assune you're famliar with this
docunent ?

(Auseré) | am

All right. So if you | ook under Section
1(a), and if you sort of read down to where
you get to where it says "Provided," sort of

in the m ddl e down there?

(Auseré) | don't see it right now

Ckay. Let nme do this. [I'mgoing to ask the
question. You read this and tell nme if I'm
correct.

Under this, HQ s guaranty is there is a
cap, a stated cap, which is $55 million plus
t he paynent of deconm ssioning |iquidated
danages.

(Auseré) Correct.
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Ckay. So, whatever the deconm ssioning

| i qui dat ed danmages plus $55 mllion, that's
t he extent of HQ s obligation under this
guar anty.

(Auseré) No. The way this is constructed --
and |'m1looking for the defined term But
let's say we're tal king about a scenario
where HRE -- let's just tal k about a scenario
where HRE term nated and now we're having to
rely on this guaranty. HRE/ HQ because the
guaranty is comng into play, they would owe
us all of our investnent plus decomm ssioning
costs. |It's the recovery of all of our

I nvest nent where the cap cones into play.
The construct of this is the cap, or the $55
mllion, doesn't apply to deconmi ssi oni ng.
The way the contract works, as well as the
guaranty itself, is that whatever the
decomm ssi oning costs are, HRE owes it under
the TSA, and HQ guarantees it under this
guar anty.

Well, doesn't HQ really guaranty what's
referred to as the "deconm ssi oni ng

| i qui dat ed damages”"? 1Isn't that the
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operative phrase?
(Auseré) Yes, | believe so.
And if you... so what's up now is Page 2 of
the Guaranty. And if you look in that first
full paragraph under (b)(i), you will see the

definition of "decomm ssioning liquid

damages,” all right. And I'll give you a
nonent to ook at it and then I'l|l ask the
questi on.

(Auseré) So you're looking at (b)(i)?
Correct.

(Wtness revi ews docunent.)
(Auser é) Ckay.
Woul d you agree with ne that what
deconmmi ssi oning |iquidated damages are is the
esti mat ed deconm ssi oni ng costs | ess what ever
is in the decomm ssioni ng fund?
(Auseré) Correct.
Ckay. So that is the limt of HQ s guaranty
under this Quaranty; correct?
(Auser é) Yes.
And if you go down further on Page 2, go down
to (b)(iii), it makes it quite clear. It

says, "For the avoi dance of doubt... the
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Guarantor shall not have any obligation to
pay any anount relating to deconm ssioning
costs,"” and it says "including under Section
9.3.5(d) of this agreenent, other than
deconmmi ssi oni ng | i qui dat ed damages as

provi ded herein.” Do you see that?

(Auseré) | do.

Ckay. Now, this Guaranty expires after year
40; correct?

(Auseré) It would have to survive beyond, but
I'"mnot -- just off the top of ny head, |
can't point to where.

Fair enough. So what we have on the screen
Is Page 6 of the Guaranty. And it has the
Expiration clause in there. Do you see that?
(Auseré) | do.

And | don't nean to test your nenory. | want
you to feel confort to |ook at that before
you answer ny questi on.

(Auseré) OCh, | thought you were going to
expand it. That's all right. Hold on a
second.

We can do that. There you go. | shouldn't

say "we" can do that. Sonebody el se can do
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t hat .
(Wtness revi ews docunent.)
(Ausereé) Ckay. I'mreading it.
Ckay. So would you agree with ne that the
obligation to pay the deconm ssi oni ng
| i qui dat ed damages term nates 40 years after
operation?
(Auseré) No, | don't, because |I'm| ooking
at -- |'ve got to go back and | ook at what
Section 1(a)(i) versus 1(a)(iii) is.
All right. Do you have the Guaranty in front
of you?
(Auseré) | do.
Ch, okay. | was going to give you a copy.
(Wtness revi ews docunent.)

(Auseré) So I'mnot a |lawer, but |'m an
accountant as you pointed out. [|I'd have to
check with the legal teamon this. But I
believe that it's the final bid of 9(b) that
ref erences Subpart (ii), which is the
deconmmi ssi oni ng | i qui dat ed damages, that
causes that obligation to survive.

| can tell you when we put the Guaranty

in place, our intent was for HQ s guaranty to
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carry all the way through the
deconm ssi oni ng.

Ckay. Well, the | awers can argue that when
we brief it.

(Auseré) But | believe it is the operation of
that last bit of that section. Then again,
going fromrecollection, if you go into the
body of the agreenent, there's probably sone
| anguage in there as well that assures those
esti mat ed deconm ssi oni ng paynents are
recover ed.

Well, let me ask you this: Wasn't it --
isn't the assunption that at the end of year
40, that there would be sufficient funds in
t he decomm ssioning fund to pay for
deconmmi ssi oning; therefore, there's no need
for HQ s guaranty?

(Auseré) That could be it. You hel ped ne

t hen.

That's right. So what the construct here is
that, starting in year 36 through year 40,
they're paying nonthly into the

decomm ssioning fund. And the assunption is

that fund would be sufficient to pay
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decomm ssi oni ng costs, and you no | onger need
this Quaranty; correct?

(Auseré) Correct. Although, | will say again
I'mnot a | egal expert, but | do believe
there's | anguage, in the event HRE hadn't
funded that fund, that we're still protected
under the Quaranty.

Ckay. Well, that would then beg the
question: |If either HRE didn't fund it or
they didn't estimate the costs correctly, so
t hat when you got to year 40, or God knows,
year 60 or 70, there wasn't sufficient nopney
in that fund, if this Guaranty was no | onger

in place, there would be a shortfall;

correct?

(Auseré) No, | would agree that the Guaranty
covers the estinmate at year 35 -- 34-1/2,
guess. But you just nentioned, |ike, year
80. If the contract is extended, then that

woul d be pushed out in tine.

But if the contract is not extended and a
third party conmes in and uses the line, then
NPT is going to have to negoti ate sonet hi ng

with that third party because HQis going to




© 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 PANEL: AUSERE|BOWES]

154

be no |l onger in the picture; correct?
(Auseré) In that scenario. Actually, in that
scenari o, where the line still had a useful
life beyond the 40 years, which I think is a
reasonabl e assunpti on, and HQ di d not

extend -- which I think, to be honest wth
you, | think that's a | ow probability -- but
in that scenario, we would negotiate

decomm ssioning funding with a third party.
W woul d probably share. W' d probably

stri ke a sharing arrangenent between this new
party and HRE.

But at that point, after year 40, and you' ve
got whatever is in the deconmm ssioning fund,
there's going to have to be negotiations to
determ ne who's going to pay what going
forward, so that in year 60, 70, 80 there's
noney to decomm ssion the |line; correct?
(Auseré) Again, if NPT chose to renew the
contract or enter into -- or better way to
describe it -- enter into a new contract with
a different party, yes, we'd have to
negotiate it. But we're not bound to do

that. It would be -- our first protocol
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would be to try to strike a deal wth HRE
And if we weren't satisfied wwth the terns
t hat we could get el sewhere, then our other
option is just to cease operating the |ine.
You would agree with ne that under the
scenari o where HRE did not continue, as of
today there's no certainty as to who woul d
owe what for deconm ssioning costs beyond
what's in the decomm ssioning fund.
(Auseré) If you don't m nd, repeat your
question. | want to get this answer right.
Sure. That's fine. |It's late in the day.
The scenario is the end of year 40, and
we'll assune that funds were put into the
decommi ssioning fund. HRE does not renew its
use of the line, and NPT decides to try to
negotiate with a new party to use the line.
At that point, the only thing known for funds
avai |l able to deconmm ssion are what's in the
decomm ssi oni ng fund.
(Auseré) Not necessarily true. W know we
have the TSA. And HRE is bound under the
TSA. Assuning we don't go forward with a

different party, HRE is bound to fund
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what ever the deconm ssioning costs ultinmately
are, which hopefully our estinate was cl ose.
I would expect it to be close.

But they're only -- well, HRE only generates
revenue by using the line; correct? It's a
si ngl e- purpose entity.

(Auseré) And again, | can't say what other
assets they have, what their plans are for
the future.

Ckay. But assuming that they only generate
revenue by using the line, and if they're not
using the line after year 40, they don't have
funds beyond what's put in the
decomm ssi oni ng fund for deconm ssi oni ng;
correct?

(Ausereé) If they had no other sources of
revenue.

Yes.

(Auseré) | can't -- |'m specul ating.

So if HRE has no source of revenue, all that
we know of today avail able for

deconmmi ssioning is what's in that
deconmmi ssi oning fund; correct?

(Auseré) They still have a contractual
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obl i gati on.

And | suppose NPT could chase themfor that.
(Ausere) We woul d.

Now, if the TSAis termnated at any tine due
to NPT's default, HQ owes no decomm ssi oni ng
costs; correct?

(Auseré) If NPT were to default?

Correct.

(Ausereé) 1'd have to check, but that sounds
correct.

Ri ght. And Eversource does not guarantee the
paynent of the deconm ssioning costs, does
it?

(Auseré) |I'mjust thinking this through.
Eversource has issued a guaranty to HRE. But
in that scenario, HRE would not owe
deconmm ssi oni ng costs.

Correct.

(Auseré) Correct.

Right. So if at any time during the 40 years
of the TSA NPT defaults, HQ doesn't owe
anyt hi ng for deconm ssi oni ng costs, and

Ever source hasn't guaranteed the

decomm ssioning costs. So if that default
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occurs before year 36 and there's no noney
put into the deconm ssioning fund, there are
no funds to decomm ssi on under these
docunents; correct?

(Auseré) | don't know if that's correct.
First and forenost, |I'mjust -- you know,
let's tal k about what would cause default.
Default would be, generally speaking --

Wll, wait a mnute, wait a mnute. Go ahead
and answer. But | want you to assune NPT
defaults, for whatever reason. So, assune
NPT defaults, for whatever reason, and it
does so before year 36. Under that scenari o,
there are no funds for deconm ssioni ng;
correct?

(Auseré) There would not have been a fund
est abl i shed.

And under that scenario, neither HRE nor HQ
owe any noney for deconm ssioni ng costs;
correct?

(Auseré) In this scenari o where NPT has
defaulted. Correct.

And under that scenari o where NPT has

defaul ted, Eversource -- frankly, under any
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scenari o -- but under that scenari o,

Ever source hasn't guaranteed the

deconmi ssioning costs, has it?

(Auseré) We've not guaranteed the

deconmi ssioning costs. But | can tell you
Eversource would step in in that scenario.
But as of today and as of this Application,
Ever source has not guar anteed those

deconmi ssioning costs, has it?

(Auseré) W have not.

Ckay. So if that scenario occurs at any tine
before year 36, there is no noney under the
current structure to pay for deconmm ssioning
costs; correct?

(Auseré) A fund will not have been
established. And again, let ne just
enphasi ze. This is a scenario where NPT
defaul ts.

Yup.

(Auseré) And that means we haven't operated
the plant or the line in accordance with Good
Uility Practice, which is how we operate all
of our businesses. So | would say this is

very | ow probability.
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CHARI MAN HONI GBERG O f the
record.

(Di scussion off the record)

CHARI MAN HONI GBERG. W' re goi ng
to use this as the end-of-the-day breaking
point. W'Il|l pick up on Monday norning, bright
and early, just where we left off.

(Wher eupon the heari ng was adj ourned at

4:37 p.m)
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