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[WITNESS: FRAYER]

PROCEEDI NGS

CHAl RVAN HONI GBERG Al l right.
Good norni ng, everyone. Wl cone back. Wl cone
back, M. Frayer.

W TNESS FRAYER: Thank you.

CHAI RMVAN HONI GBERG I
under stand that the other groups that woul d
normally go before Counsel for the Public are
not here or are done with their questions. |If
that's correct, and | see no one correcting ne,
then | think Counsel for the Public is up.

MR. PAPPAS:. Thank you, M.
Chai r man.

CROSS- EXAM NATI ON

BY MR PAPPAS:

Q Good norning, Ms. Frayer. W net before. |
represent Counsel for the Public. Before we
start, let me just nention a ground rule.
I*mgoing to ask you some questions in public
session. Later on I'll be asking to go into
confidential session because a great deal of
your testinony and reports invol ves sone
confidential information. | wll try to

avoi d asking any questions in the public

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}
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[WITNESS: FRAYER]

A

sessi on about confidential information. But
in case | nake a m stake and accidentally ask
a question about confidential information,
pl ease |l et ne know, and please don't answer
if it involves confidential information. |[f
you do answer, everybody w ||l assune that
it's non-confidential information, since |
think you're the one, or certainly LElI is the
one who designated them confidential and so
forth. Do you understand that?
Yes.
Ckay. Thank you.

So you started by producing a report in
Cct ober of 2015, correct, in terns of -- your
first Prefiled Testinony was Cctober of 2015,
and with it you had a report that went al ong
wth it; correct?
Yes.
And your report addressed the whol esal e
electricity market inpacts; is that right?
That was one of the topics, yes.
And it al so addressed the inpacts on the
| ocal econony from NPT; correct?

Correct.

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}
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[WITNESS: FRAYER]

A

And when | refer to "NPT," I'"mreferring to
the Northern Pass Project, Northern Pass
Transm ssion. Do you understand that?
Yes.
It's the acronym | think nost people have
been using in their reports.

Now, as | understand it, you started
wor k on your Cctober 2015 report in Septenber
of 2015; is that right?

That sounds about right. | think it would
have been in the fall. Early fall, late
sumrer .

All right. So you spent about a nonth or so

preparing your first report; is that right?

I would say | spent a nonth or so doing the
anal ysis for the first report. W had

sket ched out and thought about the content of
our report even prior to Septenber 2015.

Ckay. And in terns of the | ocal econony, you
anal yzed the inpact of NPT on the New
Hanpshi re and New Engl and econony. You

anal yzed its potential inpact in terns of
jobs; is that right?

Jobs was one of the econonetric netrics. e
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[WITNESS: FRAYER]

al so reported state GDP i npacts.
Q Right. So those were the two things in terns
of the | ocal econony that your report

addressed, jobs and G oss Donestic Product;

correct?

A Yes.

Q And to performyour analysis, you, in terns
of the local econony -- I will tell you this

nmorning I'mgoing to focus nostly on the
| ocal econony aspects. To perform your
anal ysis on the | ocal econony, you used the
REM nodel ?
A | used the PI+ nodel, which is produced by
REM. REM is the nane of the firm
And they're out of Amherst, Mass.?
Yes, | believe so.
Ckay. And did you rent the nodel to do that?
Yes.

How | ong did you rent it for?

> o >» O > O

| don't recall, off the top of ny head. But
| can say that we have rented the same nodel
since we started work and produced this

report. So we've continued to rent it up to

this point in tine.
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[WITNESS: FRAYER]

Q Ckay. And in your Cctober 2015 report, you
did not analyze the economc inpacts to New
Hanpshire from NPT's paynment of property
taxes; is that right?

A W did look into this. Let nme step back and
say we didn't -- | didn't estimate the
property taxes. Dr. Lisa Shapiro produced
that estimate of property taxes for Northern
Pass, and we used her estimates. W did | ook
into it. But for the Cctober 2015 report, as
| state in the report, we deci ded
conservatively not to include it in the
simul ati on nodeling done with the REM PI +
nodel because we were not certain about how
t hose taxes would fl ow t hrough the econony
and therefore wanted to be conservative.

Q So you did not analyze or produce any
econom c inpacts with respect to NPT s
paynent of property taxes; correct? That's
not part of your COctober 2015 report?

A We did not docunent it in the Cctober 2015
report.

Q And | i kewi se, your October 2015 report did

not provide econom c inmpacts from NPT' s
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[WITNESS: FRAYER]

paynent of state business incone taxes;
correct?

A No, we did -- that is correct. W did not
docunent any of those effects.

Q Now, in your OCctober 2015 report, you did
sone anal ysis on the carbon em ssions
reductions; correct?

A Yes. As part of our analysis of electricity
mar ket i npacts, we were able to estimate,
pr oj ect avoi dance of carbon em ssions
reducti ons i n New Engl and.

Q Ckay. And what you did is you provided an
estimate of how much carbon em ssions woul d
be reduced by NPT; correct?

A Yes, we did that estimate, and we al so
cal cul ated the nonetary value to society of
t hat em ssions reduction.

Q But in your October 2015 report, you did not
provide a quantification for the economc
I mpact on jobs from carbon em ssions
reductions; is that right?

A. Conservatively, we did not docunent that.

Q And | i kewi se, you did not provide a

quantification for the econom c inpact on GDP
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[WITNESS: FRAYER]

Q

from carbon em ssi ons reductions; correct?
Yes, that's correct. Conservatively, we
recogni zed that there's this benefit, but we
didn't inplenent it within the REM PI +
nodel .

Then in February of 2015 you provide an
updated report; is that right?

In February 2017, we provided what we call an
"Updated Analysis.” That's the acronym we
provide in our description. It's in response
to data requests that were filed by certain
parties. So it's an updated analysis. |
think of it as a supplenent to the O gi nal
Report .

I n your Updated Anal ysis or supplenent to the
Original Report, you |likewi se did not -- you
di d not update your analysis of the | ocal
econom c i npacts; correct?

Yes, that's correct.

Ckay. And you produced a corrected report in
March; is that right?

Yes. There were sone typographical issues
and headers and footers that were off.

Ckay. And that corrected report, |ikew se,
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[WITNESS: FRAYER]

didn't nake any update to the | ocal econom cs
portion of your report; correct?

That's correct.

Ckay. Then, in April of 2017, you produced
anot her report along with sonme prefil ed

testi nony; correct?

Yes, we produced a rebuttal after having

revi ewed the evidence and reports put

t oget her by a nunber of intervening parties
and their experts.

Ckay. And in your April 2017 report, for the
first time you quantified the economc

i mpacts to New Hanpshire from NPT' s paynent
of property taxes; correct?

| would say that in the April rebuttal, that
was the first tinme where we docunented how
property taxes which we recogni zed fromthe
original analysis were a benefit to | ocal
comuni ties, how property taxes could inpact
the | ocal econony, using the REM PI+ nodel.
And in your April 2017 report, for the first
time you al so quantified the econom c inpacts
from NPT's paynent of state business incone

t axes: correct?

10

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

A In the sanme vein, yes. And again, this was,
in sone ways, | would suggest a rebuttal to
t he anal ysis perforned by other experts and
the reports that they produced in
Decenber 2016 that we were responding to in
our April 2017 report.

Q In your April 2017 report, for the first time
you quantified the econom c i npact on jobs
associ ated with carbon reductions; is that
correct?

A It was the first time that we took the carbon
em ssions reductions which we have al ways
esti mated and consi dered what their value to
residents, to the popul ation here in New
Engl and woul d be using the REM Pl + nodel.

Q You didn't do that for your Cctober or your
February reports; correct?

A No, we did not conservatively do that in our
reports. But in response to sone of the
di scussi ons we had at technical sessions, and
also to the intervenors' evidence, we felt it
was a necessary addition in order for the
Commttee to have a conplete picture of

vari ous i npacts.

11
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[WITNESS: FRAYER]

A

No i ntervenor did that analysis, did they?
No i ntervenor estinmated the econoni c i npact
on jobs from carbon eni ssions reductions, did
t hey?

No i ntervenor estimted the positive
externalities of carbon em ssions. But we
had | engt hy di scussi ons wth your experts --
Yeah, but ny question is: No intervenor did
t he anal ysis that you included in your Apri
report; correct?

No i ntervenor did that analysis. But again,
we had | engt hy di scussi ons about those
positive externalities, and it was well
recogni zed by many different experts that

t hose are valid and inportant.

And |ikew se, in your April report, for the
first tinme you anal yzed and quantified the
econom c i npact on New Hanpshire's GDP from
carbon em ssions reductions; is that correct?
Yes. | thought | just answered that

questi on.

The first question was with respect to jobs,
t he second question was with respect to GDP.

Yes, jobs and GDP go hand-in-hand as netrics

12
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[WITNESS: FRAYER]

13

t hat get reported.

And you used the REM nodel to do that

anal ysis; correct?

Yes, using two different approaches, one that
represented ny estimates approach and anot her
nmet hod that represented Brattle G oup's
preferred net hodol ogy.

So in your April 2017 report, for the first
time you provided anal ysis and econom c
quantification on the effect of NITP [sic]
payi ng property taxes, the inpact of NTP
payi ng state busi ness incone taxes, the

I mpact on jobs from carbon em ssions, and the
I mpact on GDP from carbon em ssions; isn't

t hat correct?

Yes.

And would | also be correct in saying that as
of the tinme you did your COctober 2015 report,
you had all of the informati on necessary to
do that analysis? Correct?

W had the majority of information. But

t hrough the techni cal conferences that took
pl ace in early spring of this year, we

gathered nore informati on and cane to an
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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: FRAYER]

A
Q

14

under standi ng that there was a particul ar

vi ew bei ng taken by ot her experts that we
wanted to nmake sure there was sufficient
docunentation on. So | would say that we had
t he buil ding bl ocks, but I didn't appreciate
I n October 2015 the consensus that other
experts had about the positive externalities
that exist with respect to those el enents

t hat you' ve just nentioned.

So in other words, you had the data. You had
the information in October of 2015 to do this
anal ysis, but you didn't appreciate the
approach others were taking about these four
topics; is that right?

Yes.

Ckay.

The Decenber 2016 evi dence provi ded by

vari ous experts was very inportant in our
decision to then prepare those materials in
our April 2017 report.

You didn't include themin your February
update, did you?

The Update Analysis in February --

The question is: You didn't include themin

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

Q
A

your February update; is that correct?
Because the February update was very specific
to a data request we received.

Now, your October 2015 Prefiled Testinony did
not include these four areas; is that
correct?

Just like the report, they were not
docunented within the REM Pl + aspect of the
anal ysi s.

And the sane thing applies for your February
Prefiled Testinony; isn't that right?

The February Prefiled Testi nony specifically
tal ks to the Updated Anal ysis which we just
di scussed.

And your April 2017 testinony does not

di scuss these four new areas of analysis,
does it?

I think that the April 2017 Prefiled
Testinony is a summary, a very high-I|evel
summary of what's in the report. So | would
disagree with the inplication that there

Is --

Does your April --

-- amssing elenent to it.
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[WITNESS: FRAYER]

Q Does your April 2017 Prefiled Testi nony
di scuss these four itens?

A. It di scusses the high-1level report and
suggests to the reader, if they're
interested, they can read the full report.

Q Do you have your April 2017 testinony in
front of you?

A Yes.

Q Pl ease show ne where in your April 2017

testi nony you di scuss these four specific

itens.
A If you bear with ne...
Q I''ma patient man.

MR. I ACOPINO M. Pappas, do
you have an exhi bit nunber for that testinony?
MR. PAPPAS. Yes, Exhibit 101.
MR. | ACOPI NO. Thank you.
(Wtness revi ews docunent.)
A As an exanple, on Page 5 --
BY MR PAPPAS:
Q And Page 5 is the | ast page of your Prefiled
Testi nony?
A. Yes. And there's only five pages. It's a

very short summary. But on Page 5 it says --

16
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[WITNESS: FRAYER]

17

Q Which line are you referring to?

A Starting fromthe mddle of Line 9 and going

to Line 11. If you'd like, I can read the
sent ence.

Q Sur e.

A Ckay. "KRA has al so only consi dered negative

externalities in its |ong-term aggregate

I mpact anal ysis, w thout quantifying the

i npact of positive externalities.” And ny
interpretation of that sentence, if you also
read the full report, is that they haven't
consi dered, for exanple, the positive
externalities that we have neasured with
respect to carbon em ssions reductions.
That' s an exanpl e.

Q Any ot her exanpl es?

A. Li ne 4 through 6 on Page 5. "More
importantly, LElI is concerned with the
robust ness of KRA's aggregate long-term
anal ysis, which is geared to exam ning the
conbi ned effect of various factors associ ated
with the Project on the New Hanpshire
econony. "

CHAI RVAN HONI GBERG. Ms. Frayer,
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[WITNESS: FRAYER]

18

if you're going to read, just read a little
sl ower for the stenographer.
W TNESS FRAYER: ' msorry.

Sorry about that.

A And | did not itemze the itens you're
tal king about. But in ny mnd, these
sentences are referring to specific aspects
covered in ny nore detail ed Rebuttal Report
t hat addressed the issues that you're raising
and tal king about at the nonent.

BY MR PAPPAS:

Q The two sentences you just read relate to

KRA, which is Kavet Rockl er & Associ ates;

correct?
A Yes.
Q And the two sentences you just referred to

relate to KRA's analysis; isn't that right?

A The two sentences refer to our concerns about
t he KRA anal ysi s.

Q R ght.

A And our Rebuttal Report then addresses those
concer ns.

Q And the fact is your Prefiled Testinony

doesn't say anything about those four

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

specific items, does it?

A My Prefiled Testinony is five pages, sir. M
report, in contrast, | can tell you --

Q My question is: It doesn't refer to those
four itens, does it?

A No, it doesn't. But again, ny report is
70-plus pages. So the Prefiled Testi nobny was
really meant to just be a quick summary the
reader. And | was hoping they would read the
entire Rebuttal Report to get to the essence
of what's indicated in the five summary
pages.

Q Ckay. Now, when you produced your April 2017
report and your Prefiled Testinony, you did
not produce any backup docunents; correct?

A "' mnot sure what you nmean by "backup
docunents. "

Q You didn't produce your REM file; isn't that
ri ght?

A No.

Q And you didn't produce any nodel i nput
spreadsheets; is that right?

A We produced vari ous appendi ces for various

anal yses that we docunented, including source

19
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[WITNESS: FRAYER]

citations, so sonebody el se could go through
and check and understand those.

You didn't produce any of your work papers,
did you?

Work papers with respect to?

To the April 2017 report.

Work papers with respect to the underlying
data that goes into the REM Pl + nodel ?
Correct.

In answer to that question, no, we did not
produce any wor k papers.

So, without this backup data, these work
papers, the REM input files and so forth,
there's no way for soneone to review and
anal yze your four new itens w thout that

i nformati on; correct?

I woul d di sagree, whol eheartedly disagree,
because there's information in our report, 70
pages of it, that goes through in detail sone
of these aspects.

You woul d need that backup docunent if you
were asked to review and anal yze t hese four
new areas of analysis and quantification;

woul d you not ?

20
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[WITNESS: FRAYER]

21

A I would argue not necessarily. | would read
the report and see what's docunented in the
report, and then you would of course need
access to the REM nodel, the Pl+ nodel. Qur
anal ysis was | ayered on top of the REM PI +
nodel , wor kbooks and work papers that we had
previ ously provided. So, between having the
original foundation plus the infornmation and
description we have in the report, | believe
t hat should be quite sufficient for an expert
to make their way through the anal ysis.

Q An expert would need your REM input files
that you used to prepare your April 2017
anal ysis; would they not?

A No. They need to understand the description
in our report and make an effort to review
t hat .

Q When you revi ewed and anal yzed KRA' s anal ysi s
and their use of the REM nodel, you asked

for and received their REM input files; did

you not ?
A Yes.
Q And you received all of their nodel input

i nformation; did you not?
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[WITNESS: FRAYER]

22

A Bel at edl y, but yes.

Q And you needed that in order to check how
they used the REM nopdel and to determ ne
whet her you agreed with their use of the REM
nodel ; correct?

A And we had provided simlar spreadsheets that
formthe foundation as well.

Q But you didn't provide those spreadsheets
that you used for the April 2017 report on
these four itens; isn't that right?

A But we provided a description of how we
nodel ed those four itens, so sonebody woul d
be able to take the words on the paper and
translate that into an input.

Q The words on the paper don't give the
specific input that you put into the REM
nmodel , specific input nunbers that you put
into your REM nodel; correct?

A | disagree. | think the words on the paper
provide sufficient detail for an expert to do
a backwards engi neering of that anal ysis.

Q Do they provide the specific input nunbers or
descri ptions?

A Yes. For exanple, on the carbon em ssions
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[WITNESS: FRAYER]

23

reducti ons, as | suggested, we used two
different nethods to analyze it. And one
nmet hod used the very particular policy
variable in the REM Pl + nodel, non-pecuni ary
effects. W described it. The words are on
the paper. W said this is the policy
vari abl e we used.
For the business incone taxes, did you
provi de the anopunt of taxes that you assuned
NPT woul d pay?
We provided a description of how we estinated
t hose busi ness incone taxes. And | believe
we also referred the reader to Dr. Shapiro's
testinony that provides additional detail.
You didn't provide the nunbers that you
inputted into the REM nodel in order to do
t he anal ysis for paynent of business incone
taxes; isn't that right?

(Wtness revi ews docunent.)
We provided references to Dr. Lisa Shapiro's
Suppl enental Testinony on the specifics of
t he t axes.
The REM -- in order to do the carbon

em ssions anal ysis using the REM nodel, did
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[WITNESS: FRAYER]

A

Q
A

you use the REM anenity vari abl e?
Yes.
And the REM anenity variable requires an
anmount of annual increnental earned income
that you need to input; is that right?
The anenity value requires a
dol | ar-associ ated value to the anmenity that
you're trying to nodel, and that is rel ated
to the carbon em ssions reductions we
reported in the Updated Analysis in
March 2017.
But you didn't provide the input nunber that
you inputted into the REM nobdel w th your
April 2017 report, did you?

(Wtness revi ews docunent.)
The nunber was in the March 2017 report, the
Updat ed Analysis, | should call it.
What nunber was that?
It was... bear with ne. | should find the
page reference.

(Wtness revi ews docunent.)
So | can take you through it, sir.
What page are you referring to?

Il amfirst -- I'"'mlooking at two different

24
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pages. First |I'm | ooking on Page 48.
I n which report?

O the April 2017 report.

And that's Applicant's Exhibit 102.

> O >» O

Yes. And |I'm al so | ooking at Page 25 of the
Applicant's Exhibit 81, which is the Updated
Anal ysis Report filed in March 2017.

Q Hrm hmm  So what specific nunmber did you
i nput into the REM nodel ?

A. So, just to explain --

Q Can you tell ne what specific nunber you
I nputted into the REM nodel first and then
you can expl ai n?

A So, Wwith respect to your question about
nodel i ng the carbon em ssions reductions
using the anenity value -- is that your
question, the anenity value? That would have
been London Econom cs' estimate of the val ue
of carbon em ssions reduction, which is
docunented in Section 3.4.2, starting on
Page 25 of the Updated Analysis. This is the
March 2017 report.

Q And that's Applicant's Exhibit 817

A Yes. And the actual dollar val ues per year
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woul d have been taken from Figure 16. And if
you notice, it has Social Cost of Carbon,
Dollar MIlions Nom nal. Last three rows,
unfortunately, | can't nane the nunbers
because that is marked as confidential. But
t hose are the nunbers we woul d have used as
input to that policy variable in the REM PI +
nmodel for that nethod.

We al so sinulated a nethod using Brattle
G oup' s proposed approach, and that
particul ar nunber is referenced in the April
report. |If we go back to the April report,
it's specifically referenced in the second
par agr aph, the | ast sentence, on Page 48.
That nunber is not confidential, so | can
name it. It was $140 mllion per year, which
was the lower estimate fromBrattle G oup's
range of social benefits for New England from
carbon em ssions reductions produced by the
Proj ect.
So is that the anount of annual increnental
earned i ncone you inputted into the REM
nodel ?

That is the anmount of subsi di es avoi ded,
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according to Brattle G oup's expectation
about valuing this positive externalities.
So in that case, it doesn't use the anmenity
variable. 1It's looking at electricity costs
and subsidi es that woul d have ot herw se been
paid, the Qpportunity Cost Method Brattle
Group expect ed.

So that's not the number you inputted in the
REM nodel for the anenity portion for annual
i ncrenental earned incone; is that right?
Wll, that's what | was trying to explain to
you, and you wanted a nunber. There was two
nmet hods that we i nplenented to | ook at the
value in the REM Pl + nodel, as descri bed
very clearly in our April report. One uses
the anenity value, and that's the number in
Figure 16. |It's using LEI's estimate of the
soci al cost of carbon. The other approach is
using Brattle G oup' s nethodol ogy of val ui ng
t he carbon em ssions reductions for society
based on opportunity costs, avoided
subsi di es.

| get the nethod you used. What | was

| ooking for is the specific input nunbers.

27
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And two net hods, two separate inputs. That's
what | was trying to explain. So, two

di fferent nunbers, dependi ng on which nethod.
And in fact, that's what | docunented in ny
results, two different results, too.

So, | ooking at Figure 16, which you -- that's
the figure on Page 26? Did | hear you
correctly?

O the March 2017 Updat ed Anal ysis.

And | ooking at Figure 16, tell ne -- you
can't tell nme the nunber. But tell ne

which -- you can tell nme what the description
is, the specific nunber you used for this

I nput into the REM nodel.

| used the bottomthree rows because | did it
wi th every one of those three scenarios. So
the bottomthree rows as part of their

| abel i ng have references to 2.5 DCR -- which
Is discount rate, | apologize -- 3 percent
DCR, 5 percent DCR  Those are nam ng
conventions for three different |evels of

proj ected social cost of carbon that the

I nt eragency Working G oup puts out. And |

nodel ed those three rows, and that's what's

28
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docunented in Figure 8 and 9, in terns of
results under the anenity val ue approach in
those two tables for enploynent inpacts and
GDP i npacts. There's three rows there as
well. They correspond to each other, input
and out put.

Q Your report doesn't indicate that, does it?
It just gives the nunbers. Doesn't indicate
that's what you used for your input into the
REM nodel ; correct?

A. | woul d expect that an expert --

Q Is that correct, ma'an? It usually helps if
you answer the question first and then
explain. |Is that correct?

A. My report does not spell it out. But ny
report is descriptive enough in using the
exact sane term nol ogy between this report
and the Updated Anal ysis, that soneone should
be able to understand that's what we did.

Q And are all of the input nunbers you used,
when you used the REM nodel for these four
itens, found somewhere in your reports, every
si ngl e i nput nunber?

A When you're referring, sir, to "the four

29
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itens,” | think you're including --
I*'mincludi ng paynent of property taxes,
paynent of business incone taxes, jobs from
carbon em ssi ons reductions, and i npact on
GDP from carbon em ssions reductions. Those
are the four itens I'"'mreferring to.

Yeah, so the first two itens, as stated in ny
April 2017 report, relate to business taxes
and property taxes. And as | said earlier, |
relied on Dr. Shapiro's Suppl enent al
Testinony. So one would have had to go to
her Suppl enental Testinony to understand

i nputs as well. So we worked together on
creating those on the inputs, and then the
REM nodel i ng, because |I'mthe expert
responsi ble for the REM Pl + nodeling, and
she is the expert that devel oped those
estimates of property tax inpacts.

So, does anywhere in your reports tell the
reader what i nput nunbers you used in REM
for what REM factor or category?

Again, | believe that the policy variabl es
that we used in the REM PI+ nodel are

witten out in the text of the report. In
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terms of the dollar inputs that we used,
because the REM nodel takes doll ar i nput
values, | think those are described as well.
And where they're not described verbatim
there's a cross-reference in the citations to
ot her experts' testinony where those should
be descri bed.

MR. PAPPAS: M. Chairman, |I'm
going to nove to strike fromLElI's report,
April 2017 report, any discussion of these four
new areas of analysis, specifically inpacts
from NTP's paynent of property taxes, inpacts
from NTP's paynent of business incone taxes,

I mpacts on jobs fromcarbon em ssions, and

I npacts on GDP from carbon em ssions
reductions. |'d nove to strike those from her
April 17, 2017 report. O alternatively, |I'd
nove to allow us to conduct discovery on these
Itens, obtain the backup docunmentation that was
produced with respect to her prior report which
used the REM nodel, so that our experts can
review it and have an opportunity to analyze it
and, if necessary, submt a suppl enental

testi nony report about them Couple things --
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CHAI RVAN HONI GBERG  And put
succinctly, the reasons, the basis for your
nmotion is?

MR. PAPPAS. That this analysis
was not included in LEI's two prior reports,
and not hi ng prevented them from doi ng so. The
W t ness has indicated --

CHAI RMVAN HONI GBERG Put
succinctly, the grounds are?

MR. PAPPAS. The grounds are

that this analysis could have been done before.

It wasn't. They had all the data, and it
wasn't provided. And it doesn't constitute
suppl enental testinony. It constitutes new
anal ysis on new areas whi ch is beyond

suppl enental testinony. And so there's no

ability to do discovery. There's no ability to

have any neani ngful opportunity to analyze and

reviewit. And so | think fundanental fairness

requires that either it be excluded or we be
al l owed the opportunity to conduct discovery
and produce any supplenental report as
necessary.

CHAI RVAN HONI GBERG M.

32

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

Needl eman.

MR. NEEDLEMAN: Two specific
poi nts here as to why this notion should be
deni ed.

First point: The Committee,
and | think it was you, M. Chair, issued a
procedural order on March 1st, 2017. The
| ast page of that procedural order,

Paragraph 13, set out deadlines. And I'm
going to read them "Prehearing notions and
stipulations on Track 2 topics shall be filed
on or before April 24, 2017."

Any notion like this was due
on that date, which was over six weeks ago.
You didn't hear a single statenent from M.
Pappas as to why this notion is over six
weeks late. You also didn't hear a single
statement fromthe wtness or M. Pappas that
in any way I ndicated that there was any
information just elicited fromthis
exam nation that was not avail able to Counsel

for the Public or M. Pappas at that tine.

CHAl RVAN HONI GBERG.  Ckay, | got

that ground, or | got that argunent.

33
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MR. NEEDLEMAN:. Totally
unti nel y.

Second issue: M. Pappas is
confl ating rebuttal and suppl enent al
testi nony. Supplenental testinony is
updating testinony that was fil ed previously.
Rebuttal testinony is typically reserved for
the Applicant, and it's the right to rebut
things that are said after they filed their
initial testinony. | think it's well
recogni zed in SEC practice that Applicants
are permtted to do that. And in fact, the
Applicant is allowed to do that because we
are the only party in dockets like this wth
t he burden of proof. And there cones a point
where there has to be a |last word, and |

believe that | ast word is the rebuttal

testi nony of the Applicant. For those
reasons, | think this notion needs to be
deni ed.

CHAI RVAN HONI GBERG:  Anyt hi ng
you want to add, M. Pappas?
MR. PAPPAS: | do. First of

all, I want to nention that | did give
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Applicants notice of this eight or nine days
ago so they wouldn't be surprised. And I think
hi s response probably reflects that.

Second, the SEC rul es permt
oral notions, and there's no tinme limt when
oral notions can be done. | believe a notion
to strike testinony is tinely at any tine
duri ng the proceeding.

CHAI RVAN HONI GBERG  What did
you just learn after the deadline for filing
notions to strike that was necessary to your
raising this now? Because it seens to ne
that's a fairly good argunent, that in fact you
and ot her parties have been noving to strike
aspects of Ms. Frayer's testinony over and over
and t here have been rulings denying those
nmotions. So what's new since the deadline for
nmotions to strike?

MR. PAPPAS:. Candidly, since
that notion to strike -- | nean since the
deadl i ne, which I believe was April 24 or --
April 24, candidly, nothing. But there's a
reason for that. And | think there's a good

reason for that. These hearings started on
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April 13th. W were dealing -- we were in
hearings dealing with witnesses -- there were
11 witnesses that we dealt with before we cane
to Ms. Frayer. They had Suppl enental Prefiled
Testi nony. The parties were rather consuned in
11 or 12 days of hearings wth other w tnesses
that went | ong, and very |long, detail ed things,
who produced lots of information with their
Prefiled Testinony, including the entire new
survey nmaps and so forth from constructi on
folks. So | think it's alittle bit
unrealistic to expect us to be able to read all
of the Prefiled Testinony for all of the

W tnesses in Track 2, which is the renmai nder of
their w tnesses, and prepare notions when we're
actively engaged in hearings, actively engaged
in trying to review the witnesses that are
comng up. And we did not -- |I candidly did
not expect to find brand new analysis in

Suppl emental Testinony. So | was focusing on

t he other witnesses that were before us, and
when we finished with them and turned ny
attention to Ms. Frayer, | becane aware of

this. | then called the Applicants when |

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

37

becane aware of it and |let them know that this
Is an issue, that | was going to raise this, so
t hey woul dn't be surprised. And so, candidly,
no, | could theoretically have | earned of this
after -- or before the April 24th deadli ne.
But | think it's a little unrealistic to expect
t hat counsel were going to do that and deal
with everything else in this very condensed
pr oceedi ng that involved many w t nesses.
So | think that the Chair has
the ability to waive any deadline at any
time. The Chair certainly has the ability to
wai ve any requirenent. And | think in these
I nstances fairness requires that because of
the circunstances. |It's not a situation
where, you know, you've got a few w tnesses.
We' ve got many.
CHAI RMVAN HONI GBERG I think M.
Roth would |Ii ke to add sonet hi ng or have you
add sonet hi ng.
(O f-the-record di scussi on anong counsel .)
MR. PAPPAS: M. Roth rem nds ne
t hat the procedural order refers to

suppl enental testinony, not rebuttal testinony.
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I will candidly admt this is nmy first SEC
proceeding, so I'm-- but M. Roth has been
t hrough many of them and he indicates to ne
that typically they see suppl enental testinony,
not brand new analysis filed wth suppl enent al
testi nony.

CHAI RMVAN HONI GBERG M.
Needl eman, anything you want to add? | guess
in responding to that, you m ght al so give us
an indication of what you view this as rebuttal
to, because | think you articulated this in
part "as rebuttal testinony" in addition to it
bei ng suppl enental testinony. |Is it both, or
Is it one or the other? And if it's rebuttal
what was it rebutting?

MR. NEEDLEMAN: It's certainly
both. And I wish | could sit here and tick off
the points for you as to why it's specifically

rebuttal in certain places and supplenental in

other. And if we had a tinely notion, | would
have had the time to do that. | can't sit here
and tell you that. But | can tell you we had

ext ensi ve di scussions with Ms. Frayer about how

to deal with this. And we focused very
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carefully on what needed to be rebutted, and we
did that. And if we had the tinme, | could sit
here and | could tell you point by point which
parts of her testinony were rebutting things
t hat other witnesses said. But | wll
represent to you that | am highly confi dent
that if we had the tine to do that, we could
show it was rebuttal. Again, | don't think
it's fair to ask that we have to do that on the
fly.

Wth respect to what M.
Pappas said about the timng of this notion,
' msynpathetic to the fact that there's a
| ot of work to be done in this case, and
there are tight deadlines to be net.
Frankly, | still don't think that's an excuse
for this. Counsel for the Public has
avai |l able to hima large, highly capable
[itigation firmwth the resources to be able
to do this work and anal yze t hese types of
issues. And if there was any reason at the
time that they felt that they couldn't have
done it, they should have | et us know, they

shoul d have Il et the Commttee know, and they
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shoul d have filed a notion. They shoul dn't
have handled it this way and waited si x weeks
to raise this.

CHAI RVAN HONI GBBERG. M. Pappas,
I think you have a tineliness problem | think
you have a lot of resources. And | think if
you had an indication that you needed to file a
notion, it would have been appropriate to seek
an extension of that deadline. There are
certainly ways to get around that. | think M.
Needl eman has the better of these argunents. |
think the Commttee can take your argunents as
part of an argunment that this isn't an adequate
presentation by the Applicant to justify the
relief that it seeks ultimately. And |I'm going
to deny the notion.

MR PAPPAS: How about the
alternative notion for producing the backup
docunent ati on?

CHAI RVAN HONI GBERG | think
we've ruled on that a nunber of tines with
respect to requests for production of
addi tional information from M. Frayer. She's

testified as to how to access the i nfornati on,
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how to use the information that she's used, how
to find it, and then | think it's up to you all
to mani pul ate that as you see fit. So that
notion -- that request is denied as well.
MR. PAPPAS: Ckay. Thank you.
CHAl RVAN HONI GBERG O f the
record.
(Di scussion off the record)
CHAI RVAN HONI GBBERG. M. Pappas,
you nmay proceed.
MR. PAPPAS: Thank you.
BY MR PAPPAS:
Q Ms. Frayer, what's on the screen, can you see
it in front of you?
A Yes, sir.
Q Ckay. What's on the screen in front of you
is Page 7 fromyour April 17, 2017 report,
which is Applicant's Exhibit 102. And | have
hi ghlighted the first sentence that reads,
"On the local economc inpact analysis, KRA

agreed that, 'in general,' the econonic
i npact anal ysis by LElI was well perforned."
Do you see that?

A Yes, | see that.
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Now KRA, as we said earlier, is Kavet,
Rockl er & Associ at es.

KRA, yes.

And they were the experts retai ned by Counsel
for the Public?

Yes.

Now, you did not conpletely quote KRA's
report in your sentence here, did you?

Wll, | believe this --

Did you?

-- excerpt is fromthe KRA report.

But you didn't include their conplete -- you
didn't include their conplete quote, did you?

| don't have a copy of the KRA report handy

right now | can get it during a break and
check. | don't recall
Vell, we do.

MR PAPPAS: Can you put up 146,
Page 27
VWhat |'ve put on the screen is from Counsel
for the Public's Exhibit 146. This is from
KRA' s report which you were quoting.
Yes, | see it.

And what KRA said was, "In general, the
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Applicants' econom c inpact anal ysis was well

perfornmed. However, nodel specification

errors resulted in an overstatenent of

enpl oynment i npacts during the devel opnent and

constructi on phase of approxi mately

20 percent. Ongoi ng operational inpacts were

very close to our estimates, but are

relatively small."” Do you see that?

| see that.

So you quoted fromthe first portion of the

first sentence that | just read; correct?
(Wtness revi ews docunent.)

As part of ny paragraph on Page 7 that you

hi ghli ghted, yes, | quoted just the first

part of the sentence.

Right. And --

But then | dealt with the second part of the

sentence in the next sentence that you didn't

hi ghl i ght .

You quoted them and you put a period after

"well perforned"; correct?

The period is to end ny sentence, yes.

But you put a period and then you cl osed

quot ati on marks; correct?
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We can argue about the senmantics of ny
editorials, but yes. And then in the next
sentence | go on to address in ny report the
second part of their sentence.

You're famliar with the use of an ellipsis
in witing, are you, the three dots when
there's nore to a quote that's not being

I ncl uded?

| amfamliar with that punctuation. Yes,
sir.

And it tells the reader that the witer is
not including the entire quote; correct?

It tells the reader there is a

continuation of sonme thought, yes.

And when you quoted KRA, you did not tell the
reader there's nore to their quote, did you?
No, but | addressed the second part of their
quote in ny next sentence.

The reader woul d think, reading your
sentence, that that is all that KRA said,
correct, because you didn't tell the reader

there was nore to KRA' s quote?

CHAl RVAN HONI GBERG M. Pappas,

woul d you ask M. Roth to put up Ms. Frayer's

44
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report and hi ghlighted section so we can see
how Ms. Frayer continued after the period,
where she failed to include the nmagic ellipsis?
MR I ACOPINO And also if you
coul d pl ease rem nd us of the nunber of that
exhi bit and the page nunber.
MR. PAPPAS: Sure. Yeah. What
is on the screen nowis Applicant's
Exhi bit 102, Page 7.

BY MR PAPPAS:

Q So what you went on to say is, "However, KRA
al so perforned their own | ocal econom c
anal ysi s using the sane nodeling tools as
LEI"; correct?

A Yes.

Q You didn't say anything about the 20-percent
difference they indicated in the rest of the
quote that you included; correct?

A | didn't --

Q Correct?

A | didn't quote the rest of the quote, but I
started explaining ny rebuttal to the rest of
the quote. So | started off recognizing that

they did their own estimation, which refers
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back to the fact that in their original quote

they tal k about, | believe, a 20-percent -- |
don't have it on the screen -- but a
20-percent over-estimation. |I'mstarting to
explain that. |[If you read on the next

sentence, you can see ny further explanation
of that specific part of KRA' s quote.

You go on to say, "LElI found a nunber of

di screpanci es and data-related errors, as
wel |l as nore conceptual flaws and inproper
assunptions"; correct?

Correct.

You're referring to KRA's work; correct?

| amreferring in this particul ar aspect to
my review of KRA's work where they reached

t he conclusion that we over-estimated. |
believe that's a fl awed concl usi on. In fact,
| believe they nade sone pretty silly

m st akes on data entry to get to that
concl usi on.

But nowhere in your paragraph do you refer to
their rather significant qualification of
what you quoted; correct?

| don't quote the rest of their report or

46
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par agr aph.

Woul d you agree with ne that a nore accurate
approach woul d have been to quote their
entire sentence rather than the truncated
part you quoted? That would nbre accurately
have refl ected what KRA sai d?

I would agree that it's quite possible to
wite this paragraph and include the entire
quot e.

Wul d you agree with ne that if you incl uded
the entire quote, it would be a nore accurate
reflection of what KRA said?

If I had -- | included here the actual words
that were in their quote. | could have

i ncl uded nore of their actual words. And I
don't believe that this gives the wong

i npression because | continued to talk then
about the | ocal econom c inpacts that they
estimated that led to the second part of

t hei r quote.

Nowhere in your paragraph do you talk about
KRA' s vi ew about nodel specification errors
by LEI that resulted in an overstatenment of

enpl oynent i nmpacts of approximately
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20 percent; correct?

A On Page 7 of nmy April report, which is
| abel ed as the "Introduction"” -- it's
actually the first page of ny report -- |
provide a high summary. But | do go back and
tal k about this particular assertion from KRA
and explain it in excruciating detail. |If
you'd like, | can take you where in ny report
| specifically address this assertion.

Q My question is: You didn't include that
portion of KRA's quote in the paragraph that
you were referring to in your report;
correct?

A | did not include this entire paragraph from
KRA's report in the first page of ny
i ntroduction in the report.

Q When you wote in your report that, in
general, the Applicant -- in general, KRA
t hought your analysis was well performed, did
you intend the reader to rely on that?

(Wtness revi ews docunent.)

A l'"mnot sure -- | wote what | believed to be

an i nportant point, not the only point that

KRA nmade of our report. And then | went on
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to tal k about sonme other aspects of KRA' s
work. In this way, again, this is a rebuttal
to the evidence and anal ysis that KRA
per f or med.

Q Wien you wote the sentence that says, "On
the | ocal econom c inpact analysis, KRA
agreed that, '"in general,' the economc
i mpact analysis by LEI was well perforned,™
did you intend the reader to rely on that
sent ence?

A. Yes, anpong all the other elenents of ny
report that | would |i ke the reader to have
reviewed and relied on.

Q So you intended the reader to rely on a
sentence that did not conpletely quote what
KRA sai d; correct?

MR. NEEDLEMAN: |1'mgoing to
object. She just got done expl ai ni ng exactly
what she intended the reader to rely upon.

MR. PAPPAS: In
Cross-exam nation you're allowed to probe the
W t ness.

CHAI RVAN HONI GBERG  Yeah, you

are. |I'mnot sure how nmuch nore you want to do
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with this. | think we probably got the point
you're nmaking. But you can certainly -- she's
certainly able to answer that question | think.
MR. PAPPAS: Thank you.
A Sir, can you repeat the question?
Q Pr obabl y not.
(Question read back.)

A | intended the reader to use all the words in
nmy report and rely on all of them But |
appreci ate and recogni ze the point, sir,
you're nmaking, that I didn't include the
entire paragraph fromKRA's report or the
entire sentence. | had an excerpt here of
one part of the sentence.

BY MR PAPPAS:

Q Ckay. Ms. Frayer, |I'mnow putting on the
screen Page 45 fromyour April 17, 2017,
report which is Applicant's Exhibit 102. And
on page --

MR. PAPPAS. Right at the bottom
t here.

Q And on Section 5.1, that starts your rebuttal

of KRA's report. Do you see that, where you

say, "KRA' s |long-term econom c i npact
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analysis is not reliable"?

Yes, | see that section.

Ckay. And in this section you go on to

di scuss your view of KRA s econom c nodel i ng;
correct?

Yes, in this section of the report | am
rebutti ng KRA' s anal ysi s.

On Page 46 of the same report and exhibit,
you concl ude, "LElI does not find the

| ong-term aggregate econonic i npact anal ysis
presented in Figures 24 and 25 on Page 75-76
in the KRA Report to be believabl e because of

the unreliable assunptions on which it is

based and the |l ong forecast period.” Do you
see that?
Yes, | see that sentence.

And you descri bed Figures 24 and 25 in KRA s

report as, quote, |ong-term aggregate

econom c i npact analysis; is that right?
(Wtness revi ews docunent.)

Yes, that's right.

Ckay. Now - -

And | apol ogi ze. They nmay be Table 24 and

Table 25 in KRA s report.
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Q Ckay.
A. But | believe that's the actual table
nonmencl at ur e. It's an "aggregate econom c

I npact anal ysis."
Q Now, in KRA's report, they included severa
t abl es; correct?

A There are many tables in their report, yes.
Q And each of those tables, with the exception
of these two tables, used simlar tine

peri ods that LElI nodeled -- in other words,

five or ten year periods; correct?

A I'd have to get a copy of the report to
answer that. But subject to check, | guess |
would agree. 1'd need to go through and have

it infront of ne to be satisfied with ny
answer, but. ..

Q So as not to waste the Commttee's tine by
goi ng through each one, 1'll represent to you
that KRA has several tables, starting with
Table 7. And it goes through several tables,
and they use tine franes simlar to your tine
franes. |In fact, nost of the tables w |l
have your findings and their findings next to

it. But at the end of their report you find

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

A

53

t hese two tables, 24 and 25.
Now, this is from Counsel for the
Public's Exhibit 146, and it's Page 75 of

KRA's report. And KRA specifically says,

"The below illustration is not neant to be a
forecast of likely economc" -- "of likely
i mpacts.” Do you see that?

| see that sentence, yes.
That's a little different than how you
characterize Tabl e 24; correct?

(Wtness revi ews docunent.)
| don't see where it's different. | wote
that | don't find their aggregate econom c
I mpacts to be believabl e.
You say "econom c inpact analysis."” But they
specifically qualified Table 24; correct?
' mnot sure | understand your question.
What do you nean, "they qualified"?
Well, what | just read to you. They said...
they said that LElI -- no. Wit a mnute.
Yeah. Thank you. They said, "The bel ow
illustration is not nmeant to be a forecast of
i kely inpacts"; correct?

But |I'm not suggesting that they were trying
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to forecast likely inpacts. |'mjust saying
that | don't believe these nunbers even as an
il lustration.

Ah, okay. So you go on, then, in your report
to criticize KRA for what you say... you say
at the top that you criticize KRA for not
nodel i ng negative externalities when they did
the work for the Vernont project, the O ean
Power Link; correct?

Can you find the reference?

If you ook right at the top on your screen,
you say, "Wiile criticizing LEI for not

i ncluding certain negative externalities in
the LEI Original Report, KRA did not nodel
negative externalities like traffic del ays,
property valuation | oss and | oss of | ocal

busi ness in their study for the New Engl and

Cl ean Power Link Project...” Do you see
t hat ?
Yes, | see that now. Thank you.

Now, that project is conpletely underground;
is it not?
That project is underground and underwat er.

Yeah. So that's alittle different than the
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Nort hern Pass Project; correct?

There are sone differences. Yes, | would
agr ee.

The Northern Pass Project has 60 m | es of
under gr ound construction?

That sounds, subject to check, about right.
And the Northern Pass Project will involve
| ane cl osures throughout that 60 m |l es of
under gr ound constructi on?

| not famliar with the specifics,
unfortunately, of the details of the
construction. But subject to check...

You're aware that the Northern Pass Project

Wil require sonme road closures and traffic
det ours?
I would assune so. Again, |I'mnot aware of

the details, but I would assune so.

You' re aware that the construction --

Nort hern Pass goes through the m ddl e of

vari ous business districts, such as Plynouth
or Franconi a or Wodst ock?

Yes.

And the inpact of traffic delays on the

Nort hern Pass Project is very different than
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the project in Vernont; is it not?

A Well, again, I'mnot famliar with the
details of the constructi on of the New
Engl and d ean Power Link. But ny
understanding is they al so have sone
under groundi ng al ong roads of their project
as well.

Q Do you know if it goes through business
districts?

A. I"mnot sure. 1'd have to refresh ny nenory.
I haven't | ooked at that specific project in
a while.

Q And you chi ded KRA for not addressing
property valuation | oss as part of the C ean
Power Link Project; correct?

A Yes. Property valuation |oss is included as
an exanple in ny sentence.

Q And woul d you agree with ne that property
valuation loss results fromvisibility of a
transm ssion |ine?

A ' mnot a property appraiser. | would agree
that visibility, aesthetics has a potenti al
el ement or criteria init. But | suspect

there's other anenity val ues of bei ng near
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various infrastructure corridors that nay or
may not be a consideration in a property
appraisal. So --

Q Do you know t he basis for property val uation
|l oss for a transm ssion |ine?

A | am not a property appraiser. So, no, |
don't think I would like to speak to that
t oday.

Q Ckay. So, although you chided KRA for not
i ncl udi ng negative externalities, such as
traffic delays and property val uation | oss
and | oss of |ocal businesses in the Vernont
project, you really didn't know whet her or
not the Vernont project included or had
negative externalities for traffic del ays,
property valuation | oss or |oss of business,
did you?

A. Wiat | did knowis that M. Kavet, in his
testi nony before the Vernont Public Service
Board on this project, did talk about

negati ve externalities. And so | was -- |

think, in fact, if you scroll down, |I'm
wondering if... no, we don't have the
citation here. OCh, we do, actually. | think
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Foot note 94.

So | was talking to the infornmati on that
I do know and the specifics of what M. Kavet
had sent before the Vernont Public Service
Board about the externalities. He did say
that they exist, but they're tenmporary in his
opi ni on and not significant.
Ckay.
That's the quote, the next sentence that you
di dn't have highlighted.
And then you go on to say, "Perhaps nost
concerni ng, KRA did not consider any offset
or positive externalities in their aggregate
anal ysis"; correct?
Yes, that's ny next paragraph.
But KRA did in fact consider positive
externalities in their report; did they not?
They did not use any positive externalities,
to ny know edge, in Table 24 and Tabl e 25 of
their report.
My question is: D d they consider positive
externalities in their report?
| don't recall. 1'd have to go back and take

a | ook at ny notes.
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Do you recall that -- well, you indicated
earlier that one of the things you rebutted
was the fact that KRA included the positive
externality of paynment of property taxes that
you did not include in your first report;
correct?

I don't consider property taxes to be an
externality, so --

The paynent of property taxes is not a
positive externality?

It's a positive econom c benefit. But when
was tal king about externalities, | was

t al ki ng about em ssions reductions.
Anyt hi ng el se that you consi der positive
externalities?

I woul d consider positive externalities to
the extent that -- | don't know Let ne
think a little bit about this. Oher effects
of the Project that aren't, | would say...
let ne... aren't necessarily related to the
direct kind of costs, if you wll, of the
Project. So the property tax paynents, |
think of those as consistent with, for

exanpl e, the local spending that needs to be
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done, the econom c devel opnent funding. |
didn't put a | abel of "positive
externalities" on those.

Ckay. But KRA included in its report the
econom c i npact from paynent of property
taxes and the econom c inpact fromthe
Forward New Hanpshire Fund; correct?

Yes, they did.

Ckay. So, Ms. Frayer, I'mgoing to ask you
sone questions about your analysis of NPT s

I npact on the | ocal econony.

Yes, sir.

Ckay. So what |'ve put up on the screen is
Fi gure 40 fromyour Cctober 2015 report. And
this shows -- it's a chart that shows direct
j obs created by NPT during the planning and
constructi on phase in New England. Do you
see that?

| see it. Yes, sir.

And you didn't update this since this chart
was put into part of your Prefiled Testinony;
correct?

| have not updated it. There is no basis for

updating. This is inputs to the nodeling.
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Ckay. So the first category is jobs during
pl anni ng, 2015. Do you see that?

Yes.

And that involves spending that has occurred
since 2009; is that right?

| believe so.

Yeah. And nost of these funds have al ready
been spent; have they not?

The prem se would be that these funds woul d
have been spent. But again, this was
information that we relied upon when we were
devel opi ng our Original Report in

Cct ober 2015. | haven't conme across any
updates or anything |ike that.

Wul d you agree with me that, as of this
time, June 2017, nost of the funds, the vast
maj ority of the funds for planning have been
spent ?

Well, | think this process is continuing for
at |l east a few nore nonths. And | do believe
that the funding for this process is
general |y considered part of the planning
stage. So | think a | ot of funds have been

spent. Do | knowif all or sone percentage?
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Ckay. So if nost of the funds have been

spent, nost of the econom c inpact on job

creation would have al ready occurred; is that

ri ght?

There is sone year-over-year dynan cs that
carry over forward in the REM PI+ node
because it's chronological. But | would
agree with you. |[|If we assune that nost of
t he direct jobs have al ready been

i mpl enented, then the indirect and induced
j obs and the additional economc activity
woul d have al so occurred al ready.

All right. So, then, in the construction
phase we have direct jobs, which are
essentially constructi on workers and
constructi on services; correct?
Construction-related jobs are the majority.
| woul d agr ee.

And t hen you have indirect jobs, which are
essentially professionals and techni cal
servi ce sector; correct?

No, | woul dn't agree. Direct jobs does

i ncl ude al so --

62

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

63

No, indirect jobs.

And so I'msaying | don't agree. Direct jobs
coul d al so include engi neers and ot her

pr of essional s that are necessary for the
constructi on phase of the Project.

Sure. But indirect jobs includes

prof essional s and techni cal service sector;
correct?

So indirect jobs, which are not in this
figure, by the way -- and | explain this in
very detailed formin ny report -- would be

I ncludi ng jobs that are being created
ancillary to the construction of the Project.
It's in Footnote 83 on Page 76. | give sone
exanples there. So it's basically jobs at
busi nesses that are providing certain goods
and services essential to the construction
phase. For exanple, this project's going to
require quite a |lot of specialized services
fromthe | ogging industry. And to the extent
t hat the conpanies need to hire a secretary
or additional assistant in the office, that
woul dn't really be a direct job, being

enpl oyed on site of the construction of the
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Project, but it would be an indirect job.
Ckay. And then induced jobs are things such
as jobs at restaurants or hotels or the
heal t hcare i ndustry; correct?

Yes. |It's basically jobs created at a

vari ety of other sectors of the econony
because of the workers on site. They require
various retail services, health services,
acconmobdat i on servi ces.

Ckay. Now, if you |look at your chart, you
have the constructi on phase over a four-year
period. Do you see that?

Yes, sir.

Now, there's been testinony that construction
will last 2 to 2-1/2 years. Does your chart
i ncl ude some carryover? |Is that why it

i ncl udes 4 years? Wy does your chart

I nclude 4 years if construction is going to
be 2 to 2-1/2 years?

| think there's a ranping-up period for
construction that, based on the schedul e that
we used to devel op these which was provided
to us by the Applicant, the end of 2016 --

sone construction activities were intended to
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start. It was before the schedul e had
expanded in this siting proceeding. And
there was a ranp-up. And as you can see,
even in ny chart, 2017 and 2018 have the
majority of the construction-rel ated direct
spendi ng.

Right. So there's a little ranmp-up. There's
alittle at the end. But the mgjority is
going to be in that two-year period.

That is correct.

Ckay. And do | have it correct that the way
you counted jobs is, if there's a job in 2016
that existed as part of this project in 2016,
t hat would be included in the nunber 38; if
that sane job still existed in 2017, that
woul d be included in the 2017 nunber; and if
that sane job still existed in 2018, that
woul d be in the 2018 nunber? Do | have that
ri ght?

Yes, that's correct. |In other words, and
that's standard procedure in this industry
for this type of analysis. W |ooked each
year discretely at how many j obs were bei ng

depl oyed for construction.
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So what you were | ooking at is jobs, not
necessarily workers; correct?

It's total jobs per year. And it -- again,
consi stent with the Bureau of Labor
Statistics and how these netrics are nodel ed.
Ckay. So, for instance, a worker could start
in 2016, work the whol e four-year period, and
t hat worker woul d be included in each of

t hose four years, in the nunbers for those
four years; correct?

Yes.

Ckay.

And that's for the -- that al so expl ai ns why
I don't have like a total or cunul ative sum
What |'m presenting is a construction -- you
coul d tal k about construction at peak, which
woul d have been the 1,249 jobs at
construction peak, or you should, if you want
to look at nmultiple years, tal k about an

aver age.

Ckay. So you' ve broken down the workers by

t he six New Engl and states, then you have a
total. Do you see that?

Yes.
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Q And do | understand correctly that, if a
direct job -- if you expect a job to be
filled, for instance, by somebody from
Massachusetts, then that person -- that job

woul d show up under the Massachusetts col um;

correct?
A Yes. |It's geographic-specific at the state
| evel .

Q Ckay. So would | be correct in saying that
about -- under your chart, it's expected that
about 21 percent of the workers are going to
conme from |ooks |ike Massachusetts? About
213 i s about 20, 21 percent of 1,0067?

A Yes, that's correct.

Q All right. And it |ooks like... and the nmath
is fairly easy. You can tell it |ooks like a
little over half of the workers are expected
to cone from New Hanpshire.

A On average, yes.

Q On average. GCkay. And the other workers are
expected to cone from outside of New
Hanpshi re.

A Yes. Based on the informati on we received

from Eversource, they were budgeting sone
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wor kers from Mai ne and a few from Connecti cut
and a few from Ver nont.

Ckay. Now, in terns of indirect jobs,
indirect jobs arise as a result of supplying
goods and services to the Project's
suppliers; correct?

Yes.

And nost of the supplies fromthe Project
will conme fromout of state; correct?

Wll, there's a ot of services that are
bei ng provided within New Hanpshire. [|'m not
sure what you nean by "supplies.” That's a
very, Kkind of generic word.

Woul d you agree with ne about 27 percent of

the supplies will be sourced in New
Hanpshi r e?

So, again, I'ma little bit concerned about
your word "supplies.”™ |If you go to

Figure 41, which is on the next page of our
report, we talk in the words and
term nol ogies that |'m confortabl e tal ki ng.
We tal k about | abor and material spendi ng.
And | agree that there's very | arge portion

of | abor and nmaterial spending for the
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Project that's coming from outsi de New

Engl and. That's what's docunented in

Figure 41. | don't know if you have a copy
of that for the ELMO

What |'m putting up in front of you, this is
from your October 2015 report, Applicant's
Exhi bit 1, Appendix 43. You indicate that
spending on materials is projected to equal
about, al nost $506.7 million, of which al nost
27 percent would be spent in New Hanpshire.
Do you see that?

Yes, | do.

Ckay.

And so | use the word "materials.” That's
why | got confused with your earlier question
about the term"supplies.” It was..

Ckay. What's on the screen now i s Counsel
for the Public's Exhibit 293, and this is a
chart out of, again, your Cctober 2015
report, Applicant's Exhibit 1, Appendi x 43.
And this shows the direct jobs, indirect jobs
and i nduced jobs in the planning and
constructi on phase that we just tal ked about.

Do you see that?
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Yes, sir.
VR. PAPPAS: I think the
Commttee can review it itself w thout ne

wal ki ng through it.

BY MR PAPPAS:

Q

But essentially what this shows is there's a
fair anount of direct jobs from New
Hampshire, there's a nobdest anount of
i ndirect jobs, and then there's an anount of
i nduced jobs. But essentially what the
Project provides is a two-year concentrated
peri od where the job inpact is the nost, and
then it falls off fairly dramatically. Do
you see that?
Yes. And this is only with respect to the
constructi on phase of the Project because --
Yeah, it says it right there, "Construction
Phase. "
There's a |l ot of induced jobs for New
Hanmpshire during the operations phase of the
Pr oj ect .
W're getting to that next.

Ckay. So this is... what's on the

screen is Counsel for the Public's Exhibit
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294, which is your Figure 49 from your

Cct ober 2015 report, Applicant's Exhibit 1,
Appendi x 43. And this shows jobs created by
t he operation of the Project that you

menti oned just a nonent ago; correct?

This is our estimate fromthe Original Report
about the jobs. Again, total jobs. So
direct, indirect and i nduced, during the
first 10 years of operation of the Project.
Right. And what it shows is you're
anticipating a fairly significant anount of

I nduced j obs; correct?

Yes.

And as the chart shows, you re show ng sort
of a ranp-up of induced jobs and sort of a
ranp-down. And then eventually the induced
jobs, there are no | onger new i nduced j obs;
correct?

Yes, that is correct. Again, and | can try
to explain those if you'd like further to
hel p the Comm ttee understand the --

| think that they can read your report. I'm
just trying to nove a little quickly through

this.
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So, essentially what we see is for the
first six years or so there's the induced
jobs or a significant anount of job inpact
from operations; correct?

A Yes, and it's because of the electricity
mar ket i npacts that we see nobst of these
i nduced jobs. So this figure, in terns of
its profile, |ooks very simlar to the
whol esal e el ectricity market benefits that
were estimated in another part of ny report.

Q Now, this is total jobs across New Engl and;
correct?

A No, this is just for New Hanpshire.

Q Oh, yeah, I'msorry. You're right. | can't
read it from here.

A The New Engl and is Figure 50, yes.

Q That's next. Ckay. So these are the total
j obs across New Engl and; correct?

A Yes.

Q Ckay. And the Conmmttee can read this on its
own. But essentially what it shows is
there'll be nore new jobs created in
Connecti cut and Massachusetts, and New

Hanmpshi re woul d have the third nost new j obs;

72

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

73

correct?

Yes, and that's consistent with the
distribution of the electricity market

i mpacts that | nentioned a few ni nutes ago.
And if | understand correctly, these induced
jobs, and | think you nentioned a nonent ago,
are the direct result of your forecasted
reduction in electric rates; correct?

The majority of the total new jobs during the
operations phase are related to the
electricity market i npacts.

And the vast nmjority, about 90 percent, of
the lower electric rates result from benefits
from whol esal e capacity market; correct?
That's correct.

So the causal link is about 90 percent of the
reduced electric rates cone fromthe

whol esal e capacity nmarkets, and those
reductions in electric rates result in

I ncreasing 1 nduced | abor -- induced jobs;
correct?

Yes.

Ckay. So, for instance, if NPT does not

qualify for the Forward Capacity Aucti on,
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nost of these induced jobs will not
materialize; correct?
| don't agree with your "if" statenent. But
if I take the "if" statenent as a
hypot hetical, the logic is correct.
And if NPT does not clear, if its offer price
does not clear in the Forward Capacity
Auction, nost of these induced jobs wll not
mat eri ali ze; correct?
Again, | don't believe that the "if"
statenent is realistic. But on a
hypot heti cal basis, the |ogic connection is
correct.
And if NPT does not qualify and clear 1,000
nmegawatts, but only qualifies and clears sone
| esser amount, that will reduce the anpbunt of
i nduced jobs that nmaterialize; correct?
Subj ect to the sane caveats on ny answer, the
| ogi ¢ of your hypothetical is correct.
Ckay.

CHAI RMVAN HONI GBERG O f the
record.

(Di scussion off the record)

BY MR PAPPAS:
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If NPT qualifies and clears in the Forward
Capacity Auction and reduces the clearing
price in the capacity market, those benefits
wll result in |lower revenue for energy
generators; is that right?

Li ke wwth any conpetitive supply, when you
have a new entrant cone in that's conpetitive

and introduces its supply into the nmarket,

ot her existing suppliers will be selling
| ess --
Yeah, so --

-- energy capacity.

Ckay. So, generators wll receive |ower
revenue if NPT qualifies and clears in the
Forward Capacity Market -- Auction; correct?
Yes.

Ckay. Your analysis didn't nodel the
econom c i npact of generators receiving | ess
revenue, did it?

My REM analysis did not consider that. In
fact, it's because nost of the |arger
generators, in terns of their flow of funds
and i ncone, are outside New England. |If the

nodel i ng was national or global, then that
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type of effect would have shown up.

Q To the extent that generators in New Engl and
recei ve |l ess revenue because NPT qualifies
and clears in the Forward Capacity Auction,

t hat woul d reduce the amount of induced jobs
created; correct?

A Not necessarily. For exanple, let's take a
facility that has corporate owners. There's
a nunber of facilities that have corporate
owners outside New Engl and. The
shar ehol ders, the corporation, will be
receiving |l ess revenues, but the workers wll
not be getting a pay cut. They will still be
getting the sane salaries. So when they go
honme and spend noney at their |ocal grocery
store or at sone local retailer, they'll
continue to do so. So | don't agree with
t hat prem se.

Q Well, you said "not necessarily.” It could
happen, it could not happen; correct? You'd
have to nodel and analyze it to determ ne
whet her or not it will reduce sone of these
i nduced jobs; correct?

A Again, for the logic that |I've just
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explained, | don't think it wll happen.
Well, it's possi ble that generators would
hire |l ess enpl oyees if they had | ess revenue;
correct?

I think anything is possible. But | don't
think the inpacts we're tal king about in ny
nodel i ng, when you delve it down to the

i ndi vi dual generator, are going to create the
condi tions that you're describing in your
hypot hetical. Mst of these facilities are
al ready being run with the right |evel of
staffing. And our analysis shows that there
aren't any generator retirenents as a result
of Northern Pass's entry into the market. So
t hat type of condition you're thinking about,
whi ch woul d happen if a plant retired --
again, we're not predicting that's the

case -- isn't present in our analysis.

But if your prediction isn't correct and
plants retire, then that woul d reduce the
armount of i nduced jobs created by NPT;
correct?

| guess in theory and a hypothetical, if a

pl ant were to cl ose down, yes, as a result of
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Nort her n Pass.
Q Ckay.

MR. PAPPAS: M. Chairman, this

is a good place to break.

CHAl RVAN HONI GBERG.  All right.

W will take norning break and be back in 15
m nut es.
(Brief recess taken at 10:42 a.m, and

t he hearing resuned at 11:03 a. m)

CHAl RVAN HONI GBERG.  All right.

M. Pappas, you may conti nue.

BY MR PAPPAS:

Q Ms. Frayer, | want to ask you questi ons about
your use of the REM nodel. Now, to devel op
your forecast on jobs, | understand you were
supplied with data from Eversource. |s that
correct?

A Yes.

Q And one of the things Eversource gave you was

construction cost estimating guides for
hourly rates; is that right?

A. Eversource provided us with -- yes, with
conpensation rates. | referred to them as

"conpensation rates.”
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All right. As | understand it, they provided
fully | oaded wage rates; is that right?

Yes, that's correct.

And fully | oaded wage rates include, in
addition to wages, benefits such as union
dues and health benefits and so forth?

That is correct.

Did it also include contractors' overhead
costs and contractors' profit?

Yes, it would -- well, dependi ng on what
category, it could include that.

Ckay. Now, what |'mputting up on the screen
I's Counsel for the Public's Exhibit 296. And
this is Table 3 fromKRA s report, which is
Counsel for the Public's Exhibit 146. And
this table shows different workers and wage
rates that you used in -- the wage rates for
different workers. Do you see that?

So what | see that refers to our inputs would
be the Iight yell ow columms, or the col umms

t hat have the heading row in light yellow,
"LElI Category, LElI Annual Conpensation”
nunbers.

And t hese were the annual conpensation
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nunbers you used to input into the REM nodel
to do your anal ysis?

Yes, that is correct.

Ckay. Now, would you agree with ne that the
REM nodel already counts for things such as
uni on dues, contractors' overhead and
contractors' profit?

Dependi ng on how one uses the REM nodel, it
may or may not incorporate that. So the way
t hat we had used the conpensati on data was
internally consistent with a particular form
of policy variables that we used which

woul dn't doubl e-count for any of those.

Anot her way of saying that is did you turn
off certain things in the REM nodel to avoid
doubl e- counti ng?

It's not a question of turning off. It's a
question of selecting the units of the netric
or policy variable you' re using. For

exanple, if you will, | can explainit to the
Commttee in alittle bit nore detail the

di fferences between the m ddl e col ums and,
for exanple, the REM categories. It's a

very, | think, straightforward, intuitive

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

81

difference. The REM categories are
essentially | ooking at maybe what | woul d say
is a typical salary paid to a worker in this
particul ar industry category; whereas, our
conpensation rates are | ooki ng at what

Nort hern Pass, in this instance, would be
spendi ng on servi ces provided by workers
within a typical industry category. So, for
exanpl e, the invoiced anounts for Legal and
Expert Wtnesses, for Conmmunications,
Community and Legi sl ative Qutreach and so
forth, it's the services that they're paying
for that then go back and affect the econony.
And the REM nodel is flexible to use

ei ther/or.

Q So if you look at the first category, which
is Legal and Expert Wtnesses, do you see
t hat ?

A Yes, | do.

Q And on the right it has what you used for
annual conpensation; correct? |Is that what
you used for annual conpensation?

A. The figures that are listed in the two

col ums under "LElI Conpensation"?
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Yes.

Yes.

Ckay. And that's per person?

That's essentially a per-job --

Per job?

-- per-job el enent.

So that's the figure you used for annual
conpensati on per job.

Basically for the services paid by Northern
Pass for services over the course of a year
fromthat category of Labor; so, for a team
of | egal experts providing those services

over the course of a year.

"Per job," does that nean one person filling
t hat job?
Well, actually, the total job definition, and

| have this in nmy Oiginal Report, isn't
specific to FTE, part-tine, seasonal worker.
It's a concept, a job. And a job doesn't
have to be a single individual. It --

So sone jobs nay be a single individual and
sonme j obs may not?

It's a conposite.

Do you break that out, in terns of which jobs
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you use conposites and which jobs you
consi dered singl e individual?

A No, and we don't need to in REM.

Q And as | understand it, you inputted your
| abor rates in order to determ ne essentially
the i npact on G oss State Product or G oss
Donesti ¢ Product; correct?

A We woul d have i nputted conpensati on rates and
t he actual dollar spending. The two in
conbi nati on work through the nodel to
determ ne then the economc activity inpacts
and, of course, enploynent inpacts.

Q Ckay. So you al so obtained from Eversource
the value for materials required for the
Project; correct?

A Yes. We had a full budget, and the full

budget i ncorporated | abor and non-1| abor

expenses.

Q And those are the two i nputs you used in the
REM nodel .

A Let nme nmake sure | don't m stakenly answer
the question. There's actually, | would say,

mul tiple, nore than two. On the | abor side,

we woul d need conpensation, but we would al so
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need doll ar spending on |l abor. The two have
to go hand-in-hand. So that's already two
i nputs. And then, of course, there's also
non-| abor spendi ng, materials spending, and
that has its own input fields in the REM Pl +
nodel .

In the REM nodel, did you use the CGeneral
Construction category for material s?

Yes, | believe we did.

And t he General Construction category

i ncl udes a nunmber of types of construction;
correct?

Yes. It's an aggregate industry sector.

It includes, for instance, transm ssion

| i nes; correct?

A variety of different constructions, yes.
It includes construction such as office

bui | di ngs, war ehouses, retail stores,
residential buildings; correct?

Yes, although |I think we used a subcategory
of the Construction sector that wasn't
including residential; so it was

non-resi dential construction.

Ckay. And as | understand it, the REM

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

85

Constructi on sector includes purchases of

t hi ngs such as plunmbing and gl azing and m ||
wor k and roofing insulation, things that go
into comrercial office buildings or

war ehouses and so forth; correct?

It incorporate a nunber of different services
t hat woul d be demanded as part of a
construction project, if that's the question.
And those include purchases such as pl unbi ng,
glazing and m Il work and roofing and

i nsul ation and so forth; correct?

Those include a variety of different services
and different materials for those services.
Right. And the materials | just listed are
sonme of the materials included; correct?

Yes.

Ckay. Now, those types of materials --

pl unbi ng, glazing, mll work, roofing -- are
not needed for a transm ssion line, are they?
No, those aren't, but other construction
material s are.

But the Construction sector that you used in
REM i ncludes spending for those types of

materials; does it not?
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A It includes spending for a variety of
mat eri al s.
Q I ncluding the ones |I just listed; correct?
A Yes. And the Project clearly requires

spending on nmaterials in the Construction
sector. W didn't have within the REM nodel
the ability to focus just on the Construction
sector for transm ssion. W focused on the
br oader Construction sector, Industry

cat egory.

Q So the REM nodel includes these additiona
purchases as part of its Construction sector
that are not needed for a transm ssion |ine;
correct?

A. I wouldn't describe it that way. The REM
nmodel incorporates a representation of the
CGeneral Construction sector, and we focused
on non-residential. But it doesn't break it
down further.

Q Woul d you agree with ne that addi ng purchases
of this additional material would distort the
nunber of induced jobs or the increase in the
G oss Donestic Product?

A No, | would not agree because I'mnot telling
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the nodel to purchase insulation or glazing.
I'"'mtelling the nodel that there is spending
done for various materials that may be needed
as part of construction of the line. And I
know t he dol | ar amounts of that spending. |
can't direct the nodel to specify which
I ndi vi dual subsectors. But the nodel isn't
doing that 'cause it's higher. |It's nore
aggr egat e.
Let me ask you sone questions about the
paynent of business incone taxes that you
I ncluded in your April 2017 report.

First of all, what state business incone
taxes are you referring to?
This woul d be the business incone taxes
payabl e by the Project.
What are they?
|*'mnot sure | understand your question.
Can you nane ne the state business incone tax
payabl e by the Project?
I don't think I have a specific category of
the tax code for New Hanpshire, if that's
what you're recomrendi ng -- or suggesti ng.

Do you know the specific state business

87

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

>

> O >» O

I ncone tax that you included in your report?
| relied, as | suggested earlier, and
coordi nated with Dr. Lisa Shapiro. So | --
So the answer is you don't know yourself.
|'mnot sure | can provide you with the
nonencl ature for that business incone tax.
Do you know the tax rate?

No, | don't knowit, off the top of ny head.
Do you know what income is taxed?

| amnot famliar with those cal cul ati ons,
but I"mpretty sure Ms. Shapiro -- Dr.
Shapi ro can hel p you.

Ckay. Wien you use the REM nodel, you
sinmul ated the operation of NPT to determ ne
the increase in jobs and the increase in

G oss Donestic Product, correct, for the
oper ati onal phase?

Yes, that's correct.

Ckay. And one of the things you sinul at ed
was a gain in utility enploynent; is that
ri ght?

Yes. The Project expects to nake

expendi tures over the course of the

operations of the line for operations and
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mai nt enance of the |ine. And t he | abor

conponent of that was sinul ated through

direct utility enploynent. It's a very snall
nunber, but...
Q And the REM nodel estinmates the econonic

effect of a change in utility enpl oynent;
correct?

A Can you repeat your question?

Q Sure. The REM nodel will estimate the
econom c effect froma change in enpl oynment
resulting from-- let nme back it up.

You estinmated the change in enpl oynent
from operations of the plant; correct?

A | estimated that approximately -- there woul d
be approximately two jobs per annumrel at ed
to the operations and mai ntenance of Northern
Pass, and that was included in the operations
peri od i npacts.

Q Ckay. And you also -- and so the REM nodel
then estimted the econom ¢ change fromthat;
correct?

A The REM nodel woul d then | ook at those, and
if it was done in isolation, let's just argue

for the sake of clarity those two jobs, and
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say, okay, what other sectors of the econony
may be i npacted by those two new j obs.
And you al so, as part of estinating the
i mpact of business incone taxes, estimated
the increase of enploynent as a result of
NPT; correct?
The busi ness i ncone taxes were nodel ed as
paynents nmade by Northern Pass.
And when the REM nodel estimates the
econom c effect of change in enploynent, does
the REM nodel inplicitly estimate the
paynent of business taxes along wth that
change of enpl oynent ?
I*"mnot sure -- | think I'"'mgoing to have to
ask you to repeat the question again. |'m
not follow ng the words.
Ckay. So the REM nodel, in order -- 1'1I1I
back up.

One of your inputs into the REM nodel
Is a change in enploynent; right? New
enpl oynment; correct?
Yes.
Ckay.

And in the operations phase, it's related to
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t he O&M spendi ng

And the REM nodel then estimates the
econom c i npact of that change in enpl oynent;
correct?

Yes. So the two new jobs, those new jobs
woul d be able to expand | ocal retail

services, housing and so forth in their

I ncrenental nature.

And when the REM nodel makes that estination
of the economc effect, does it inplicitly

i ncl ude the paynent of business incone taxes?
It may or may not, dependi ng on how you nodel
that enploynent. And if | can also -- the
way that we nodel ed busi ness incone taxes is
it was a spending, a funding by Northern
Pass. But essentially the policy variable we
used to nodel business incone taxes is the
state governnment spending. So the state
gover nnent recei ved those business incone
taxes and then can spend on vari ous prograns.
But ny question is: The REM nodel also
inmplicitly includes an estimation for

busi ness i ncone taxes; does it not?

It depends on how you nodel it, whether you
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put it in as industry sales or whether you
put it in as jobs. W put it in as jobs.

And when you put it in as jobs, does the
nodel assune that taxes will be paid?

When we put it in as jobs, there are sone
assunptions of taxes, but | don't believe
busi ness i ncone taxes.

So when you input it as jobs, it then -- the
REM nodel then estimates the spending by the
utility; correct?

Yes.

Yeah. And when the nodel then estimates the
spending by utility, it includes the paynent
of busi ness taxes; does it not?

No. The busi ness taxes are being paid on

i ncone received by the utility, not expenses.
But doesn't the REM nodel inplicitly include
t he paynent of busi ness taxes when it does

t hi s nodel i ng?

Depends on how you nodel it. The REM PI+
nodel is very flexible. You can nodel, for
exanpl e, spending on a particular type of

| abor as industry sales or as jobs. And

dependi ng on how you choose to nodel it in
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the nodel, it may or may not include other,
what | would call "indirect denmand effects”
on other elenents of the econony. W chose
to nodel it, just for clarity, as increnental
utility jobs.

Now, your forecast predicts the retirenent of
f our New Hanmpshire carbon-emtting plants in
2021; correct?

Sorry. Repeat the question. Qur nodel --
Your forecast predicts the retirenent of four
New Hanpshire carbon-emtting plants in 2021,
correct?

In the Updated Anal ysis, our nodeling in the
Base Case w thout Northern Pass predicted
sonme retirenments. | believe going beyond
that, it gets us into confidential data.
Ckay. |If | ask you about the Project Case,
Is that going to get into that confidenti al
information in terns of retirenent, wthout

I dentifying specific plants?

Pl ease go ahead and ask.

Ckay. Your Project Case al so includes the
retirement of four New Hanpshire pl ants;

correct?
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A Yes. So the way | like to actually just for
the sake of clarity state this, our Project
Case has the sane plants retiring that we
woul d expect to retire even in a world
w t hout Northern Pass. So the sane plants
are exiting the narket. W don't have any
increnental or new retirenents of any kind
across New England as a result of Northern
Pass.

Q Ckay. So when you -- as part of estimating
t he i npact on the paynent of business incone
taxes, did you account for the retirement of
t hese four New Hanmpshire plants? For
I nstance, did you renove the business incone
t axes they woul d have pai d?

A We didn't have to because we're trying to
capture the differences between the Base Case
and the Project Case. |In order to do that,
we woul d have to adjust what we call the
"REM baseline,” which is a default set of
i nputs that the REM Pl + nodel cones wth.
And it would have resulted in the sane exact
nunbers that we're presenting in our report.

Qur entire analysis, be that the economc
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anal ysis, the electricity markets anal ysi s,
it's always | ooki ng between two states of
world: A world without NPT, the Base Case,
and a world with NPT. So if we change sone
assunptions that equally affect both states
of the world, it would have no i npact on the
results we're presenting.

So did you renove the effect of these four
plants retiring when you did your analysis
for the paynent of business inconme taxes?
No, we did not. And again, because we're
representing here the increnental, it's not
necessary to do so.

Vell --

We're not presenting a forecast of future GDP
| evels. VWhat we're presenting i s how does
this project affect GP. And as | said,
those four plants retiring aren't caused or a
consequence of Northern Pass.

Woul d you agree with ne that ultinmately
custonmers pay busi ness incone taxes as part
of the electric rates? In other words, what
they pay in electric rates goes to the

utility, and that's the revenue from whi ch
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utilities pay things such as busi ness incone
t axes?

A I would agree that electric rates, absolute
rates revenues that are received by utilities
do i nclude accounting for taxes. But | don't
believe that's necessarily one-to-one because
we have unregul ated activities in the sector
that don't necessarily flow through
dol l ar-for-dollar.

Q Now, Counsel for the Public's |ocal econonic
experts, KRA, also used the REM nodeling in
this proceedi ng; correct?

A Yes, that's ny under st andi ng.

Q Yeah. And they also estimated different
i npacts from NPT as LElI did; correct?

A Yes, they | ooked at the | ocal econom c
I mpacts. They created their own esti mates of
the | ocal econom c i npacts.

Q And they -- in order to estimate, for
I nstance, the jobs created, they, |ike you,
used an input of the reduction in electricity
rates, correct, the benefit -- essentially
t he benefit fromthe whol esal e market ?

A Yes, | believe they did use that, anobng ot her
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things in their analysis.

Woul d you agree with ne that the nmjor

di fference between your estimte of job
creation and KRA's estinate of job creation
is that you used in your npbdeling what you

t hought woul d be the benefits, the whol esal e
benefits from NPT, and KRA used benefits that
the Brattle G oup estimated?

So, just to be clear that | understood, we're
tal ki ng about electricity -- the economc

I mpacts, | ocal econom c inpacts associ ated
fromelectricity market effects which would
only -- we're tal king about the operations
period; is that correct?

Correct. W' re not tal ki ng about
construction. W' re tal ki ng about

oper ati ons, yes.

| believe there are actually two reasons why
the nunbers differ. One of themis that ny
understanding is KRArelied on a particul ar
scenario and a particular set of results from
Brattle Group's analysis. But there's al so
anot her area that is conbined in what they

call "electricity market effects,” and it's
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Q

their own assunption, KRA's own assunption

that they made regardi ng certain plant

cl osures that wasn't nodel ed or predicted by

Brattl e Goup's anal ysis.

Ckay. Wuld you agree with ne that the major

di fference, the driver of the difference

bet ween what LElI forecasted for job

creation -- and again we're in the operations

section -- and what KRA forecasted was that

KRA used Brattle's estinmate of whol esal e

benefits, and you used LElI's estinmate of

whol esal e benefits? That's the nmjor

difference. The second part had sone effect,

but the major difference was you used your

esti mat es of whol esal e mar ket benefits and

KRA used an estimate fromthe Brattle G oup.
(Wtness revi ews docunent.)

| don't knowif it's possible to ask, but you

had an exhibit earlier that had Table 24 from

KRA's report. If it's possible to put it up

on the screen, that would help ne in

answering the question. And | apol ogi ze. |

just don't have it readily avail able, so..

Is this what you'd like to | ook at, at that
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t abl e?
Yes, because you were asking about jobs;
right? And this table is showi ng KRA' s | obs
i npacts. And they have sonething called
"electricity nmarket effects,” which is |
bel i eve what you're asking about, if they're
the majority of the nunber. W can kind of
al nost ignore all the other rows. But this
is -- the second columm, 2020 to 2030, is an
overl apping tine period with our original
anal ysis for the electricity market effects.
They have 131 jobs here. There's al so
another table earlier in this report that
tal ks about the same category and presents a
slightly different nunber to this, which |
believe is 263 jobs. And | think that just
gives you a feel for the magnitude of the
di fference between those is that second
el enent that | described, the assunptions
made With respect to retirenents of certain
pl ant s.

So I think that, in fact, probably for
New Hanpshire, | would say the two effects

I'mtal king about that differ between LElI's
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Q

anal ysis and KRA's analysis is not just the
difference in electricity market benefits,
but also this assunption of the jobs |ost,
essentially, that conmes from a hypotheti cal
assunpti on KRA nakes around certai n pl ant

cl osures that neither LElI nor Brattle G oup
are predicting.

So | wouldn't agree with the word

"majority," which is part of your question,
that the majority is all related to

differences in electricity market benefits.

No. | think another inportant reason is this

particul ar assumpti on KRA nade in their

anal ysis that we don't agree w th.

Did you anal yze how much was out of one
conmponent -- one item and how nuch is out of
anot her? Have you done that anal ysis?

So we did part of the analysis where we
anal yzed what woul d happen with and w t hout
t hose additional retirenents, and that's in
ny Rebuttal Testinony -- sorry -- the

April 2017 report, and it's docunented on
Page 50.

Ckay.
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A It starts on Page 49, of course, but
continues to Page 50.

Q So now | want to ask you sone questions about
i ncreased Gross Donestic Product, or in the
Battle G oup -- | nmean KRA, they call it
"&ross State Product." That's the sane item

Now what's on the screen is Figure 48
from your October 2015 report which we
separately nmarked as CFP Exhibit 298. And it
shows your estinmated increase in state GDP in
New Hanpshire and the rest of New Engl and
during the construction phase. Do you see
t hat ?

A Yes, | do.

Q Ckay. And you estinated that -- as we saw in
your prior chart, you have an estimte for
i ncreased GDP during the planni ng phase. Do
you see that?

A Yes.

Q And woul d you agree wwth nme that, as of
t oday, probably nopst of those inpacts have
al ready occurred?

A Wth the sane reservation | had earlier

today, yes, | would agree wth that.
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Q And t hen you show t he i npact during the four
years that you estimate for construction.
And as before, we see a small inpact on the
ranp-up, if you will, a nuch greater inpact

for the two years of construction and then a

smal | i npact on the ranp-down side. Do you
see that?
A Yes.

Q Ckay. Now, would you agree with ne that
if -- and you probably don't disagree with
the "if." But if you'd agree with ne that if
you i nputted excessive wage rates for the
construction part, that would have an i npact
on what you're estimating for G oss Donestic
Pr oduct ?

A | would only agree to that if | was sonehow
nodel i ng an i npact where the wage rates
t henmsel ves only changed w t hout considering
al so the spending. So as | nentioned
earlier, the dollar spending and the wage
rates go hand-i n- hand.

Q Well, for instance, if the wage rates were
actually |l ower than you used, you'd expect

the spending to be lower, wouldn't it?
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A But that's not the case. W had i nputs on
spendi ng doll ars, wage rates dollars per job,
and that dictated nunber of jobs. |If you
just change one, of course it distorts
t hings. But we would never have done that
because it doesn't nmake sense in the context
of how this project inpacts the econony.

It's the two that go hand-i n-hand.

Q So if your wage rates were incorrectly
hi gher, and your spending on materials was
greater than actual, if the two itens were
greater in your nodel than actual, that would
t hen have an i npact on your estinated GOP
I ncrease during construction, correct,
because those are the two itens you j ust
i denti fied?

A Well, it depends on how nmuch each is off. So
| don't knowif | can answer the question.
The nodel is | ooking at conpensation. The
nodel is looking at -- and you had a table
earlier -- direct jobs. Direct jobs is an
i nput, but it's an input that's a function of
t he conpensation rate and the doll ar

spending. So if your, let's say, dollar
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spendi ng was high by 10 percent and your
conpensation rates were high by 10 percent,

t hen when you di vide one by the other, you
get to the sanme nunber of total jobs. M ght
not nmake a big inpact. | think it depends on
t he conbi nation of inputs that are going into
t he nodel i ng.

Q We're tal king about Gross Donestic Product
here, not | obs.

A Yes, but the jobs, the direct jobs, is what
actually then drives economic activity.
Direct jobs leads to indirect jobs, |leads to
i nduced j obs and expansi on of the sectors
directly inpacted, but al so expansi on of
ot her sectors indirectly inpacted. And
that's what drives GDP, or GSP as you call
it.

Q So would you agree with the basic prem se
that if you inputted a higher, fully | oaded
wage rate than actual, and if you inputted
nmore material spending than actual, that
woul d have an inpact on your estinmate of GDP
during the construction phase, in the sense

that it would -- your estinate woul d be
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hi gher than if you' d used the | ower figures?
"' mnot sure | understand your hypothetical.
If you're inputting wong data into the
nodel , you get wong results. |'m confident
that we did not input wong data into the
nodel .

| understand you' ve expressed your
confidence. That's not what |' m asking
about. |'m asking about if you put the wong
data in, the wong results cone; correct?

I woul d say that about any nodel.

Ckay. And if you put -- if the wage rates
and the construction material spendi ng was
too high, this estinate of GDP woul d be too
hi gh; correct?

In the hypothetical world, if you had w ong
nunbers to put in, yes, and they were too

hi gh, then you'd be over-estinmating the
econom ¢ benefits of a hypothetical project.
Ckay. So what's on the screen now i s Counsel
for the Public's Exhibit 299, which is
Figure 41 -- Figure 51 fromyour Cctober 2015
report. And this is an estimte of annual

@GP during the first 11 years of operation of
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NPT. Do you see that?

Yes, | do.

Ckay. Now, you estinmated an increase in GDP
for the six New Engl and states, and the New
Engl and average is $1, 156, 000. Do you see

t hat ?

Yes, | do.

And you estinmate the New Hanpshire average is
$162 million per year. Do you see that?
Yes, | do.

And ny math tells me -- | should say ny
calculator tells ne that New Hanpshire's
share is about 14 percent of the New Engl and
aver age.

Yes.

Ckay.

That's correct. O subject to check. But
that sounds in the ball park.

All right. Now, would you al so agree with ne
that nost of the GDP is a result of |ower
retail electric rates?

Yes, that is correct. In our analysis, nost
of the GDP inpacts during commerci al

operations as estimated is being driven by
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electricity market i npacts.

And the vast ngjority of |ower retai

el ectric rates, alnobst 90 percent, cone from
t he whol esal e capacity market benefits;
correct?

That is correct.

So if NPT does not qualify for the Forward
Capacity Auction, the projected increase in
GDP that you're showing on this figure wll
not occur; correct? O the vast nmjority of
it will not occur.

| don't agree with the "if" statenent because
that's not what our nodeling showed. But I
woul d agree with the logic that the capacity
mar ket benefits, the whol esal e capacity

mar ket benefits are essentially driving the
regi onal econom c benefits we're seeing in ny
nodel i ng.

And the sanme applies if NPT's offer price
does not clear in the Forward Capacity
Auction. The projected increase in GDP that
you're showing will not occur; correct?

Yes. In this hypothetical you're presenting,

that's correct.
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A

So in terns of NPT's inpact on Goss Donestic
Product, we saw in the earlier slide the

i npact for a few years during construction
and then on this we see the inpact for the
first el even years during operation. Wuld
you agree with me that, unless NPT qualifies
and clears in the Forward Capacity Aucti on,
the estimated econom c benefits, in terns of
GDP for this project, are pretty nmuch limted
to the inpact from construction?

| woul d agree under that hypothetical.
You're basically saying if there's no
project, there's no benefits, and I would
agree with that.

No, I'"'msaying if there's a project, but you
don't realize the whol esal e benefits, the
whol esal e mar ket benefits by cl earing and
qualifying in the Forward Capacity Aucti on,
essentially what you get is a two-year bunp
in GDP from construction.

Wll, for New Hanpshire -- let's step back
VWit a mnute. Please answer ny question
first and then you're free to expl ain.

So your question -- can you repeat that so |
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make sure | precisely answer it?

Sure. Unless NPT qualifies and clears in the
Forward Capacity Auction, the only benefit to
New Hanpshire's GDP is essentially a two-year
bunp during construction.

| don't agree. |If your hypothetical holds

t hat New Hanpshire -- sorry -- that Northern
Pass does not clear and does not qualify in

t he capacity market benefit, in ny mnd, at

| east in nmy personal professional view,
that's equivalent to no project. You're
basically creating a hypothetical where the
Proj ect doesn't get any capacity revenues.

Do you think this project will go forward if
it gets no capacity revenues?

| think the capacity revenues are an

I mportant el enent of the Project.

Do you think this project wll go forward

W t hout thenf

| can't speak for the Project managenent. |
don't know what their decision --

Do you think the econonmics of the Project
make sense if they don't receive capacity

revenue?
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A I think the capacity revenues are an
i mportant part of the Project, based on ny

projections. But there m ght be other

comrerci al arrangenents that |I'm not aware
of .
Q Based on what you're aware of, does this

proj ect make econoni c sense w thout receivVving
capacity revenue?
A This project... maybe the way | need to
answer this is | haven't evaluated this
proj ect without capacity market revenues.
|*ve evaluated this project on the basis of
ny forecast which does show that it shoul d be
able to clear and qualify and cl ear the
capacity market. And on that basis, the
Project, on ny nunbers, |ooks very econonic.
Q So, because you haven't eval uated the Project
on the basis of it not clearing and
qualifying in the Forward Capacity Aucti on,
iIf the Project does not clear and qualify in
t he Forward Capacity Auction, the Commttee
really should sinply disregard your anal ysis
because you didn't analyze that scenari o;

correct?
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A | didn't analyze that scenari o because
don't think it's realistic or probable. This
project is a new supply source, very
conpetitive, a type of project that even the
| SO has said they're seeking, that they're
interested in having join their market. On

all paraneters that |1've | ooked at, this

project should clear -- should qualify, first
of all, and then should clear in the capacity
mar ket .

Q That's the basis upon which you did your

anal ysis; correct?

A It is. That is -- | won't say it's the
basis. It's the results of ny anal ysis.
Q That was an assunption that you made as part

of your analysis; correct?

A. It's an assunption that we started with. And
then we tested, and we showed that there
shoul d be no problens qualifying the Project
or clearing the capacity market based on our
pr oj ecti ons.

Q Ckay. And you started with that assunption
because you felt that the Project didn't

really make econom c sense unless it received
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capacity revenue; correct?

A. No, that's not correct. | started wth that
assunpti on because, to ne, it was
self-evident that this is a source of
conpetitive supply that will be able to
conpete in these narkets.

Q So, before you did your analysis, you really,
in your mnd, had concluded that this project
woul d qualify and clear in the Forward
Capacity Auction, correct, and then your
anal ysis sinply corroborated what your
opi ni on was?

A Qur anal ysis | ooked at the market rules,
| ooked at the market fundanentals and
condi ti ons, and concluded that this project
woul d be able to participate in the capacity
mar ket .

Q But you had nade that conclusion at the
start, and your anal ysis corroborated your
conclusion; is that right?

A | don't knowif | would say | nade the
conclusion that it would create these
benefits. | made the conclusion that it is a

conpetitive source of supply that should be
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Q
A

able to qualify and clear, subject to all the
technical requirenments that go along with it,
and then we did analysis to show that that
intuition is in fact correct.

Ms. Frayer, what |I'm show ng you now on the
screen i s Counsel for the Public's

Exhibit 263. And this is Figure 1 froml
bel i eve your April 2017 report, which | think
is Exhibit 102. Now, this shows the

di fference between your Cctober 2015 anal ysi s
and your updated February 2017 analysis. Do
you see that?

Yes, | see the figure.

And in Cctober 2015 you had forecasted total
whol esal e market benefits of $81 mllion to
$82.5 million; correct?

That's correct. Can | just make a
correction? | just want to nake sure
everybody knows. This figure is fromny
Updat ed Anal ysis issued in February and then
W th sonme revisions reissued in March. This
isn't fromour April 2017 report.

Ckay. So this is fromyour March report.

Yes, just to nake sure everybody's on the
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sane page.

Q Thank you. And your Cctober 2015 anal ysis
forecasted $79.6 to $80 mllion of benefits
fromthe capacity market; correct?

A That is correct.

Q And when you did your updated forecast, the
total whol esal e market benefits you esti nmat ed
at $61.6 million. Do you see that?

A Yes.

Q That's about 25 percent | ess whol esal e nar ket
benefits; correct?

A Yes.

Q Now, you indicated earlier that the whol esal e
mar ket benefits drive the decrease in
electric rates; correct?

A Yes.

Q Yeah. And the | ocal econom c benefits, once
NPT begi ns operations, are a function of the
whol esal e el ectric market cost savings for
rat epayers; correct?

A. Consi stent with our Oiginal Report, they're
t he biggest driver of |ocal econom c benefits
across the region. They're not the only

driver for New Hanpshire, but they're the
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bi ggest .

Q They' re about 90 percent, aren't they?

>

Yes, they're a | arge share.

Q Ckay. And you had estinated that the
| oner -- the | ocal econom c benefits once NPT
begi ns operation would result in G oss
Donestic Product of $162 mllion per year on
average. Do you renenber that?

A | can find it. But subject to check, I'm
assum ng that you've captured the spirit of
my anal ysi s.

Q | think I wote it down correctly, but you're
wel come to check it.

And you al so had estinmated that, on
average, the job increase would be 1,148 jobs
for New Hanpshire.

A. That's correct.

Q Ckay. Now, since you now in your update had
forecast a decrease in whol esale electric
mar ket benefits, you woul d expect a
correspondi ng decrease in the | ocal economc
benefits from operations of NPT, correct?

A. Yes. Again, for New Hanpshire, the

electricity market effects aren't the only
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driver, but they're the mgjority of the
driver.

Q And you forecasted 25 percent decrease in the
amount of whol esal e market benefits; right?

A Correct.

Q So you woul d expect a correspondi ng
25 percent decrease in the anount of
electricity rate savings; correct?

A. That's approximately correct.

Q And you' d al so expect a correspondi ng
25 percent decrease in the forecasted |ocal
econom ¢ benefits; would you not?

A It's going to be a little bit nore -- |I'm
sorry -- alittle bit less than 25 percent
because, again, New Hanpshire gets the
benefit of sone other drivers of economc
activity, like the New Hanpshire Forward Pl an
and the O&M spendi ng by the Project and, you
know, as estimted by KRA and then oursel ves
in the rebuttal, property taxes and so forth.

But it is in that range.

Q It is in that range; correct?
A. Yes.
Q All right. So, would -- also in that range

116

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

woul d be a decrease in the estimted GDP

I ncrease and a decrease in the estimated job
I ncrease, correct, because those are the two
econom c, | ocal econom c benefits that you
measur ed?

Those | ocal econom c benefits, jobs and GDP,
do go generally hand-in-hand. There are sone
differences. But in the scale of things, we
woul d expect somewhat | ower CGDP benefits as
wel | because of the |ower electricity market
benefits.

Ckay. Now, when you did your COctober 2015
report, you did not discuss any econonic
benefit from NPT's paynent of property taxes;
correct?

W didn't include it in the REM nodeling.

We acknow edged that they are an econom c
benefit, but we conservatively didn't include
it in the REM nodeling.

And you have since estimated those inpacts;
correct?

We have since, as part of the Rebuttal

Testi nony, incorporated an estimate of what

those property tax benefits, which we
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recogni zed even originally, what those could
do to the | ocal econony through |oca

gover nnent spendi ng.

Right. So be fair to say that your estinate
I's no longer conservative in that respect,
correct, because you didn't do it because you
wer e bei ng conservative. But now that you do
it, that's no | onger conservative.

The reason that we are doing it, in fact, is
as part of a rebuttal to the analysis that
KRA perforned. W felt they did it
incorrectly. So, to the extent that the
Commttee would |ike to see what that neans,
we wanted themto have access to correct
nunbers.

And that woul d no | onger be considered
conservative; correct?

I think we were still in sone ways perhaps
conservative in the treatnent that we

assi gned how we nodeled it. But the nunber
is definitely higher. 1It's not zero as it
was in the original analysis.

Now, you originally didn't discuss econonic

benefits from property taxes because you
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t hought all property tax paynents would go to

debt reduction and therefore not inpact GDP;

correct?
| didn't say that's what | thought. | said
they could. 1In fact, if you go to

Foot note 79 on Page 72 of our Original

Report, that pretty clearly spells out our
views on property taxes in the original
anal ysi s.

But you indicated that you thought all
property tax paynments would go to debt
reduction; correct?

No. | said they could go to pay off existing
debt, and under that situation they would

| i kely not generate additional economc
activity.

Ckay.

| also went on to state that they could

pl ausi bl y al so be depl oyed to expand

gover nnent spending, in which case they woul d
positively affect the New Hanpshire econony.
Now, in your Supplemental Report, in
estimati ng or forecasting the econom c i npact

fromthe paynent of property taxes, what
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Q

anount of tax revenue did you assune
muni ci palities woul d spend?

(Wtness revi ews docunent.)
We assuned that... subject to check, but we
assuned that all of the estimted property
tax revenues that Dr. Shapiro projected woul d
be used, but for |ocal governnent spending,
and that's descri bed on Page 69 of ny
Appendi x C to the Suppl enmental Rebutt al
Report.
And by assumi ng that all of those property
t axes woul d be spent by the | ocal
governnents, that produces the nobst inpact on
t he econony; correct? Can't get any nore
t han spendi ng 100 percent.
Well, you could spend 100 percent on other.
You could be very specific on what the | ocal
governnent spends it on, and there could be
bigger multiplier effects. W didn't go that
far. We didn't want to predict specific
projects that the | ocal governnent woul d take
on. So we just used the generic |ocal
gover nnent spendi ng policy vari abl e.

And KRA, in its analysis, assuned that the
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| ocal governnent woul d spend 50 percent of
the tax paynents and apply 50 percent to debt

reducti on; correct?

Subj ect to check, | think that sounds
correct. 1'd have to go back and take a
| ook.

And t hat approach woul d be a nore
conservati ve approach than assum ng that the
| ocal governnent woul d spend 100 percent of

t he taxes on new spendi ng; correct?

Their nunber was | ower than the number we
estimated. So | can verify that.

That approach would be a nobre conservati ve
approach; would it not?

| believe there were flaws in their approach.
My question is: Assumng that the |oca
gover nnent spent 50 percent on spendi ng and
used 50 percent for debt reduction is a nore
conservati ve approach than assum ng the | ocal
gover nnent spent 100 percent on spendi ng;
correct?

It results in a | ower econom c inpact, yes.
Now, this project includes 60 mles of

under ground construction; is that correct?

121

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

A Yes, that sounds right.

Q Let ne ask it this way: You indicated
earlier that you're not famliar with the
specifics of construction of this
transm ssion line; is that right?

A Wth the specific schedul es and how t hey pl an
to stage it, I'mnot famliar with that, no.

Q And are you famliar with where the |ine goes
under gr ound?

A. Very generally. | know that it does.

Q And are you famliar -- are you aware that as
part of the underground construction there
wll be lane closures and sone road cl osures
and sone traffic detours?

A | would assune that there would have to be
sone traffic detours for the period of tine
t hat construction is occurring in a
particul ar | ocati on.

Q Ckay. And you're aware that all the
under ground construction is north of
Bri dgewat er, New Hanpshire?

A. That is now getting into geographi cal
specificity that I mght not be able to

confirm

122

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

Q Ckay. Are you aware that all of the
under ground construction activity occurs in
an area that is highly dependent on the
tourismindustry?

A | have read that that is the -- | believe I
read that assertion in the report KRA put
toget her, but | haven't independently
confirmed that.

Q Ckay. Wuld | be correct in saying that you
did not factor into your analysis any
di sruption to busi nesses in New Hanpshire
during the 2-1/2 years of construction?

A I woul d sonewhat di sagree with that
statenment. Northern Pass has retained
experts that are nore know edgeabl e on those
i ssues, like construction-rel ated
di sruptions. And | have spoken to those
experts to elicit their expert opinion on the
I mpacts. And on the basis of the information
they provided, in nmy Supplenental Report |
made t he concl usion that there would be no
substantial |asting effects.

Q Wien you did your Cctober 2015 report, had

you spoken to any of the other experts that
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you just referred to?

A We had spoken to them yes.

Q Wio did you speak to?

A I woul d have not spoken to them face-to-face,
but we spoke with -- through the counsel to
Identify whether there were other issues that
we had to take into account.

Q Did you learn in Cctober of 2015 whet her or
not the construction would have an inpact on
New Hanpshi re busi nesses during the two-year
construction period?

A What | | earned in October is that there would
be no significant |ong inpacts that needed to
be considered. Very high |evel and
generally. | think everybody under st ands
there are tenporary effects. But, for
exanple, wth business traffic, a tenporary
effect may nean -- and | think I wite this
up in ny Supplemental Testinony -- that there
may be reduced traffic in one town and
i ncreased traffic in a neighboring town that
m ght have the same services that it could
offer to custoners. So, since our analysis,

our REM analysis is really at the state
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Q

| evel, we don't go down to the locality, the
county. We're keeping everything at the
state level. W did not conclude that there
was a neasurabl e net negati ve.

At the tine you did your Cctober 2015 report,
had you read the reports of any of the other
experts in this case?

| personally did not read them | relied on
summari es provided to ne by counsel.

And you haven't changed your | ocal econonic
forecast since Cctober 2015; correct?

We did not update the | ocal econom c benefits
associ ated with construction -- there is no
basis for it -- or the electricity market
effects during the operati ons peri od.

And you didn't yourself do any analysis to
determ ne whether or not the 2- to 2-1/2-year
construction period would have an adverse

I mpact on | ocal businesses along the 60-mle
under ground route, did you?

I did not personally do any type of traffic,
construction anal ysis, tourism anal ysis. No,
| did not.

Or any anal ysis on the inpact of businesses
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126

along the 60-mle underground route; isn't
that right?

I reviewed the conclusions and anal ysi s of

ot her experts to formny conclusions. But
when we talk "analysis,” it's such a broad
term So | didn't do any ot her nunber
crunching or other quantitative analysis on

t hose i ssues.

Did you assune that there would be no adverse
I mpact to busi nesses along the 60-mle route
during the 2- to 2-1/2-year construction

peri od?

| assuned that for New Hanpshire state as a
whol e there woul d be no adverse inpacts, yes.
So if businesses along the 60-mle

under ground route suffered adverse busi ness
consequences, a reduction in their business
by sone factor, that would affect your

concl usions on state GDP during construction;
correct?

Hypot hetically, yes. But we heard even | ast
week fromthe construction panel that in fact
sone of those | ocal businesses might see a

boom during construction, if in fact
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Eversource is going to give out vouchers for
housi ng and | ocal bed and breakfast inns and
use of local restaurants. So there's ways to
mtigate that.

But you're not -- you didn't do any anal ysis
to determ ne whet her there's i npact or

whet her there's mtigation or what the net
effect is. You sinply didn't do that

anal ysis, did you?

| concl uded - -

Did you do --

-- on a statew de basis that there was zero
measur abl e inpact. That's the conclusion in
nmy report.

No. D d you do any analysis to detern ne
whet her -- what the negative inpact woul d be
and whet her there woul d be any positive
mtigation? D d you do that anal ysis?

To the extent that you're speaking

"anal ysis,"” as in doing quantitative
estimates, no. But | |istened to what other
experts had stated and i nformation about the
Project to cone to the conclusion of a zero

effect.
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Q And you listened to that after you issued
your Cctober 2015 report; correct?

A No, there was sone information even avail abl e
to ne as part of discussions with counsel.
Agai n, no i ndependent number crunching, in
case you're going to ask again. But | was
i nformed by the opinion of other experts.

Q And did any of those other experts give you
any specific informati on about the inpact on
| ocal businesses? Specific information.

A. | can't recall.

Q All right. Now, you stated in your
COct ober 2015 report that you conservatively
only considered 10 years of econom c
devel opnent spendi ng; correct?

A | believe in our report what we state is that
we used the REM nodel to only nodel the
first, | think it's actually first 11 years
of operations. And therefore, the | ocal
econom ¢ spending that was scheduled to
happen within those 11 years was i ncor por at ed
i nto our nodel .

Q And you considered that a conservative

approach; correct?
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Well, ny understanding is, for exanple, the
New Hanpshire Forward Plan wll continue to
fund activities in New Hanpshire well beyond
the first 11 years of operations of the
Project. So, yes, | considered it in that
regard to be conservati ve.

And in your April 2017 report, you now
include the full 20 years of economc

devel opnent spendi ng; correct?

Il only include it as a formof rebutta

agai nst the specific tables that KRA has

I ncl uded.

So that's no | onger a conservative approach;
correct?

No. | think the point wasn't to make a | ess
conservative assunption. The point was to
correct for errors in KRA s anal ysis.

Now, the REM nodel has a category for
adjusting for capital stock; correct?

Yes, it does dynam cally consider capital

st ock.

And adjusting for capital stock has a
negati ve i npact from di spl acenent of

i nvest nent ?
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A It could have a negative inpact. And over
the longer termit could have a positive
I npact as wel | because the investnent made
before the transm ssion infrastructure
actually spurs its own set of investnents in
other infrastructure. So it depends on what
time frane you' re tal king about.

Q But LElI did not make the adjustnent for

capital stock; correct?

A We did not nmake an adjustnment for capital
st ock.
Q And had you done so, there woul d have been

sone negative inpact certainly in the short
term correct?

A. And sone positive inpact in the |longer term
whi ch neutralizes each ot her over an average
net present val ue basis.

Q You didn't do that analysis, did you?

A We did not originally do that analysis. W
| ooked at that criticismas raised by KRA and
did the calculation and confirnmed that it's
i mmaterial, as docunented in ny April 2017
Suppl enment al Report.

Q R ght. But you didn't include that in your
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Oct ober 2015 report; correct?

A We di d not.

Q Yeah. Now, in your April 2017 report, you
added several positive externalities or
positive inpacts; correct?

A We added consi derati on of sone additional
positive inpacts. And the use of the word
"externality,"” we incorporated one specific
positive externality related to carbon
em ssi ons reductions.

Q So you added things |like the paynent of
property taxes and the paynent of business
i ncone taxes and the additional 10 years of
spendi ng on econom ¢ devel opnent and effect
fromreduction of carbon em ssions and so
forth. D d you consider any negative factors
in your 2017 report?

A So, the specific elenments that you are
referring to are being -- were considered and
docunented in our April 2017 report to
specifically rebut and address concerns we
had in KRA's analysis that was rel eased at
the end of 2016 and insights we gat hered

regarding KRA's and Brattle's opinion on
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certain things during the technical heari ngs.
So -- and | apol ogize. |'mdragging on a
little bit.

But to answer your specific question,
what we wanted to do was to take a | ook at
Table 24 and 25 in KRA' s anal ysis, which had
a nunber of different categories. And in our
view, it had a | ot of negative inpacts, but
really not a conprehensive discussion of both
negative and positive. So we got back
t oget her and t hought through what a
conpr ehensi ve, aggregate picture woul d | ook
like. And in doing so, we did again reach
out to other experts that could provide
i nput, their professional input on categories
of negative inpacts that KRA considered. So
we did consider them and in our analysis we
determ ned that they should be docunented
wth a zero-dollar inpact for the state.

So let me -- I'"'mgoing to ask you sone
questi ons about your estimating the inpact
fromthe reduction in carbon em ssions. Al
ri ght?

Now, you indicated earlier you used the
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REM Pl + nodel to estimate the econom c
consequences fromreduced carbon em ssions;
correct?

A. Yes, that's correct.

Q Had you used the REM nodel to do that
bef or e?

A. Not in the context of Northern Pass, no.

Q No. |In any other case, had you used the REM
Pl + nodel to estimate the econon c
consequences of reduced carbon em ssions?

A We had used the REM nodel to do sonething
simlar, although it wasn't just focused on
carbon em ssions, in another project.

Q Ckay. One other project?

A One ot her project comes quickly to m nd.

W' ve | ooked at al so the nethodol ogy
whi ch we enpl oyed to represent the suggested
approach of the Brattle Group to this issue.
It's actually not specific to just carbon
em ssions. It's looking at inplications on
cost to consuners in the alternative but for
this project and the carbon em ssions that it
produces. And we've used that nethodol ogy in

other projects. Many other projects.
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Yeah, but |I'mtal ki ng about your use of the
REM Pl + nodel to specifically estimate the
econom ¢ consequences of reduced carbon

em ssions. And what | just heard is you
haven't used it on another case specifically,
but you used sonmething like it in one other
case. |Is that right?

No, that's not correct, not conpletely
correct. Just to clarify, there are two
approaches that we docunented --
I'"minterested in your use of the REM PI +
nodel , not the other approach.

No, the two approaches are both related to
the use in the REM Pl + nodel. One approach
whi ch uses the amenity policy variable we
hadn't used in other projects for this

pur pose - -

You had not.

We had not.

Ckay.

The ot her approach which uses the REM nodel
and is geared specifically over the detail ed
projections that Brattle Goup put forward in

t heir Decenber report we have used in other
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cases. W decided to present both because,
in fact, the amenity val ue approach produces
a |l ower, nore conservative value. So we
wanted the Conmttee to have the val ue of
bot h approaches to revi ew.

Q And the anenity approach you used here was
the first tinme you did that; correct?

A It's the first tine we've applied it to
carbon em ssi ons, yes.

Q Ckay. Now, am |l correct that the theory is
t hat people will choose to nmigrate from one
regi on to anot her regi on based on sone
vari abl es? Correct?

A The anenity approach is basically | ooking at
denogr aphi ¢ changes in response to quality of
life, essentially. It's proxying for quality
of life considerations.

Q And in order to do this analysis, you have to
I nput certain things for these quality of
life factors; correct?

A Yes.

Q So tell nme what you used to input for the
quality of life factors.

A W had estimted the social cost of carbon --

135

{SEC 2015-06} [Day 13 Morning Session ONLY] {06-08-17}




© 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: FRAYER]

we had estimated what the increnental social
value to the New Engl and region, including
New Hanpshire, would be fromthe carbon

em ssi ons reducti ons based on the social cost
of carbon. The social cost of carbon is
nmeasuring society's, or at |east a particul ar
maybe st akehol der portion, but society's view
on what the social value is to reducing
carbon. W took those dollar anmounts and
used that as our adjustnent factor in the
anmenity policy variable which gets
represented t hrough conpensation to attract
popul ati on to New Engl and, because if New
Engl and is responsi ble for reducing carbon,

at | east one segnent of the population wll
appreci ate that and get attracted to cone and
live in New England. That's the theory
behi nd the anenity val ue.

Q So is that the only dollar input you used in
the anenity val ue was your estimated soci al
cost of carbon?

A My estimates of what the increnental social
cost of carbon is for New Engl and region,

yes. And that's just the anenity approach.
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The approach using Brattle G oup's
nmet hodology is a little bit different in
terms of howit flows through the REM nodel.

Q Yeah, let's stick with one approach at a
tinme.

CHAl RVAN HONI GBERG O f the
record.
(Di scussion off the record)

BY MR PAPPAS:

Q So, Ms. Frayer, on the screen in front of you
I have Page 47 of your April 2017 report,
which is Applicant's Exhibit 102. And in the
text, as well as in Footnote 96, you talk
about the non-pecuniary anenity aspects. Do
you see that?

A Yes.

Q What anpbunt did you use in the REM nodel ?

A So, essentially, if you go back to our
March 2017 Updated Analysis, you wll see in
there a description, depending on the
scenari os selected, there's a range -- again,
| can't nane the nunbers because they're
confidential -- but a range of increnental

soci al benefits to the New Engl and regi on per
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year. Just for the sake of discussion, if we
pick a nunber -- let's say the nunber for the
New Engl and regi on was $200 mllion in a
particular year. W would then distribute
t hat $200 nmillion across the New Engl and
states as a quality of |ife adjustnent, pro
rata to the popul ation of the states, to then
attract, essentially serve as a way to
attract additional |abor force to the
econony. And as you do that, because you're
attracting additional |abor force, you're
basically giving a bunp-up in economc
activity.
So you had to input a nunber; correct?
Yes.
And the nunber is found in your March report?
Yes.
You don't have to do it now, but |1'd ask you
at a break, because it's confidential, just
to identify for ne that nunber, okay. WMake a
note, okay. Thank you.

Now, you al so indicate in your report
t hat "proxies for observed regi onal

distinctions.” Do you recall that?
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(Wtness revi ews docunent.)

A You nean in the context of describing the
amenity val ue policy vari abl e?

Q Yeah. [It's on Page 47. You tal k about
"proxies for observed regional distinctions."

A Yup, that's a description in sone ways to
explain how REM, in order to estinmate this
effect in their nodel, because they need to
be able to reflect this, they use statistical
and econom c data to estinmate this anenity
val ue.

Q That's sonething in the REM nodel. That's
not sonething you i nputted.

A Exactly.

Q All right. And then you tal k about how the
popul ati on values quality of life. Ws that
i nput that you used, or was that in the REM
nodel ?

A Again, that's a description of what the
anenity value is representing. But in terns
of the actual anenity val ue variable, REM
estimated all the conponents to it, and we
sinply used that policy variable in order to

sinmul ate the inpact. W're not tal king about
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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: FRAYER]

>

A

huge nunbers here, just to kind of clarify.

Under the various different estinates of

regi on-wi de social benefits fromreducing

carbon em ssions for New Hanpshire, for

exanple, it was a range of about 5 to 37 jobs

per annum

| understand. But | need to find out what

you used to do it. Well, let me -- well...
Did you input into the REM nodel any

denographi cs of the | abor force?

No, we used all the baseline assunptions that

were part of the REM nodel.

Did you input any participation rates?

Excuse ne?

Did you input sonething known as

"participation rates"?

As related to the | abor force?

Correct.

Again, we used all the sane default sets of

assunptions for the baseline projections in

the REM Pl + nodel .

Wul d that include conpensation rates or any

change i n conpensation rates?

The only change in conpensation rates we nade
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[WITNESS: FRAYER]

>

o >» O >

were related to the construction period, as
we di scussed earlier today, not for the

oper ati ons peri od.

Ckay. But did you make those changes as part

of analyzing the effect from reduced carbon
em ssi ons?
No.
Al right.
That's a different tine frane of the nodel.
Yeah, I'msticking strictly on the carbon
em ssi ons anal ysi s.
Thank you for clarifying.
How about i npact on housing costs? D d you
I nput any figures for that?
No.

(Pause i n proceedi ngs)
In your use of the anenity variable in the
REM nodel, did you input any non-nonetary
I nput s?
Essentially we had to effect in the
nodel ing -- so the short answer to your
question is no. W basically nodeled it

t hrough a change in real conpensation to

attract a mgration of certain individuals to
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[WITNESS: FRAYER]

the | abor force in the region.

Q Ckay. Did you nake any assunpti ons when
using the anenity vari abl e? For instance,
assume any change in popul ati on, assune any
change i n governnent output, private output
and so forth?

A The nodel sinulates that.

Q Ckay. So you didn't nmake -- change any
assunpti ons of the nodel.

A. No. So the whol e point of the REM PlI+ nodel
is that it's a dynam c conputer genera
equi libriumof the econony. So if you change
one aspect of the econony -- in this case, we
were enticing mgration of |abor force
popul ation to the region -- it would then
assune knock-off effects throughout the
econony, ripple effects throughout the
econony as necessary.

Q So, essentially what you did was input an
I ncrease i n wages, and the nodel then
esti mated the i npact of that.

A Well, we used the anenity val ue whi ch assunes
a change in real conpensation in order to

attract mgration to the region to represent
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that relative perspective on quality of life.

So, essentially what you did is you took the

val ue you calculated for -- I'll use your
soci al cost of carbon -- and put that into
t he nodel. The nodel then determ nes the

change i n conpensati on and determ nes the
attraction of additional workers to then
increase the jobs. |Is that essentially how
t hat wor ks?
Yes. So, basically it takes the doll ars of
soci al value and converts that into, based on
the anenity value principles that the nodel
Itself has cal cul ated, how nuch additi onal
mgration it expects fromthat additional
soci al val ue.
Ckay.

CHAI RVAN HONI GBERG. W' re goi ng
to take our lunch break in just a second. M.
Pappas, you have nore to do after |unch?

MR. PAPPAS: | do i ndeed.

CHAI RVAN HONI GBERG How nuch,
just as a ball park, do you think?

MR. PAPPAS: |' m probably going

to take the better part of the afternoon.
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CHAI RVAN HONI GBERG.  All right.

W'l |l take our break. We'll cone back i n about

an hour.

MR | ACOPI NO Just so
everybody's on the sane page, it does not
appear that M. Pappas is going to go into
tonorrow. So be ready.

(Lunch recess taken at 12:36 p. m and
concl udes the Day 13 Morni ng Sessi on.
The hearing continues under separate
cover in the transcript noted as Day 13

Af t er noon Sessi on.)
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