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[WITNESS: LISA SHAPIRO]

AFTERNOON SESSI ON
(Hearing resuned at 1:39 p.m)
CHAI RVAN HONI GBERG M.
Wiitl ey, you may proceed.
MR. VWH TLEY: Thank you, M.
Chai r man.
CRGCSS- EXAM NATI ON

BY MR VH TLEY:

Q . Shapiro, I'"'mgoing to put up on the screen
now Joi nt Muni 241, which is another of the
cases that | referenced earlier. This is
PSNH v. New Hanpton from 1957. And | want to
draw your attention to Page 4.

I s your screen working by the way? Not
yet. Okay. Hopefully it will soon. Let ne
know when it comes up on your screen.

A. It is.

Q Let ne direct you to a passage towards the
end. You see that highlighted there on the
bott om on Page 1517?

A. Yeah.

Q Coul d you read into the record what's
hi ghlighted there, and slowy so the
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[WITNESS: LISA SHAPIRO]

A
Q

st enogr apher can take it down.

"I n connection with the plaintiff's

i nsi stence that net book cost and the val ue
for tax purposes nust be the sane, it seens

t hat, anobng ot her consi derati ons, changi ng
price | evels would render such a net hod

I mpractical and unfair."”

And |'"'mgoing to mnimze this so you can
revi ew the remai nder of that paragraph which
continues in the colum on the next page. |If

that's too snall for you to read, |let nme know

and | can blow it up. Actually, we'll have

to do it --

Is there another -- |I'mjust seeing the sane
thing | just read. |I|s there another piece?

No, there's nothing else highlighted. 1'd

| i ke you to continue reading the rest of that

par agraph. And when you get done, let ne

know and 1'll scroll down so you can see

what's at the top of the next col um.
(Wtness revi ews docunent.)

Ckay. |'mready.

Ckay. It starts up there with, "The net book
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[WITNESS: LISA SHAPIRO]

cost theory..." and read to the end of that
par agr aph, pl ease.

(Wtness revi ews docunent.)
Ckay.
Are you famliar with the critique that this
court descri bed about changi ng cost val ues
and the use of net book?
It's not a surprise to ne. | don't renenber
readi ng the specific | anguage.
Ckay. But generally you're famliar with
that critique?
Yeah. | nean, this is tal king about the --
it appears they're tal king about a bunch of
different vintages and types of assets. So
you not only have vintages, but you al so have
this mx of generation |I'massunm ng at the
time. So this is -- 1 think that's what
they're referring to. But w thout reading
t he whol e case, |I'mnot sure.
Your approach, though, doesn't take into
account how changes in changing price |levels
could inpact the resulting fair market val ue,

does it?

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

Northern Pass is a regul ated, fixed-price
rel ati onship. So, whether the -- excuse ne.
Whet her the price of electricity is high or
| ow, the revenue paid to Northern Pass to
recover the cost is the sane.

No, but | nmean changing price levels as in
the price of the assets thensel ves, not the
price of electricity.

But | nmean what you just had ne read sounds
li ke there's different types of assets built
over different tines. And Northern Pass is
one project built over a two- or three-year
time period. So |I'mnot sure how the
critique of different vintages, which is --
you know, there's a whol e range of vintages
in a typical utility of when they were built,
and there's a whol e range of types of

equi prent. And here there's a narrower set
of assets that are all unified in one
del i very of the product.

Ckay. | want to turn now to the tax pledge
that the Project has proposed. Are you

famliar with that tax pl edge?
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[WITNESS: LISA SHAPIRO]

| am

Ckay. And you stated that your 20-year tax
paynent period is illustrative only; correct?
I s pardon?

Il lustrati ve.

Wll, it's illustrative because in the 20
years -- | didn't run 20-year schedul es using
all different 11 scenarios; | picked two base
cases.

Ri ght.

And in the town cases, | only | ooked at one

scenario. So that's particularly just
illustrative 'cause it's only one sinulation.
But that 20-year tine period, that's not
intended to predict fair market value or a
particul ar tax paynent beyond year one;
correct?

Yeah, it's 20 years. So |I'mnot sure --
again, as |'ve said repeatedly, the purpose
is to provide a conservative estinmate of what
t he paynents woul d be over 20 years, where
there's five all owabl e approaches that could

be consi der ed. And | used, for the nost
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[WITNESS: LISA SHAPIRO]

part, the | owest ones so that the

consi derations could know that the benefits
were at |east that anount.

And this nethodology is the basis of that tax
pl edge, the 20-year projected tax paynents.

| believe so.

So |I've put up on the screen now, this is the
Suppl emrental Testinony of M. Qinlan. And
this is Applicant's Exhibit 6. And I'm going
to turn nowto a passage that 1'd like to
draw your attention to.

You see the question there to M.
Quinlan that M. Quinlan answered? "Wat
assurance does Northern Pass offer to host
communities that will not seek tax
abat enent s?"

Yeah.

And t he response, could you read the

hi ghli ghted portion that's in the first,
let's see, Lines 13 through 17, pl ease?

"NPT has nmade a pledge not to seek to abate
tax assessnents that are consistent with the

straight |ine depreciation nethod comonly

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

used for the valuation of utility assets.
This pledge is attached as Attachnment 1, and
NPT woul d be willing to have that pledge as
drafted becone a Certificate of Condition.
The estimated tax revenues that NPT has

provi ded to host comunities are based on

t hi s net hodol ogy. "

Thank you. So the basic premnm se of the

pl edge is that you've done an estinate of the
fair market value and the tax paynments over a
20-year period based on your net book val ue
met hodol ogy and you' ve provided that to towns
and you've said, |look, if you don't assess
over the nunbers that | cane up with, we

pl edge not to seek an abatenent. |Is that a
fair characterization?

Well, | believe in the pledge the nunbers
woul d be substituted wth actuals. So this
Is a projection of the cost allocation per

t own.

Right, right. But |I nean other than that
clarification, the way | described it is

accur at e.

10
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[WITNESS: LISA SHAPIRO]

| guess so, yeah.
Ckay. And M. Quinlan was asked about that
during his appearance here before the
Comm ttee. Were you present for that
portion?
No, | was not.
I want to show you --
MR. VH TLEY: Actually, Dawn,

could we go to the ELMO, pl ease.

BY MR VHI TLEY:

Q

I*'mgoing to show you an exchange with M.

Quinlan on Day 1. Can you see that, Dr.

Shapi r 0?
Yes.
Ckay. You see his answer. He's quoting

that, "You see that first sentence there,
"Northern Pass has nmade a pl edge not to seek
tax assessnents that are consistent with
straight-line depreciation nethod comonly
used for valuation of utility assets.'"
Correct.

And then on the foll owi ng page he conti nues

to kind of clarify -- let ne nove it down.

11
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[WITNESS: LISA SHAPIRO]

Q

o >» O > O »

Sorry. There we go. "Wiat we're trying to
do here is pledge that, if nmunicipalities
assess our property on that basis, we would

not seek to abate it." You see that there?
Hhm hmm

And then further down he clarifies. He says,
"But, you know, if a municipality were to
assess it at a higher level [sic] and it was
significantly over-assessed, then we woul d

li kely seek abatenent.” Do you see that?

I think you got to nove it up.

Ch, sorry. How s that?

Ckay. | see that.

You see that?

Hhm hmm

Ckay. Wuld you be surprised to hear that
sone comunities interpret this pledge as a
threat, as agree with us on how to assess
Nort hern Pass or we'll seek serial abatenents
as we have previously?

| guess | am surprised that sonebody woul d

see that as a threat.

So let's turn nowto the pledge itself.

12
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[WITNESS: LISA SHAPIRO]

MR VWH TLEY: Dawn, can | go
back to the Apple TV, please?
O f the record for a second, please.

(Di scussion off the record)

BY MR VHI TLEY:

Q

So do you see on the screen before you, Dr.
Shapiro, the tax pledge itself?
Hhrm hmm  Yes.
And you stated before you were famliar with
that. D d you help draft it?
No.
Did you review it before it was finalized?
| sawit. | don't knowif 1'd call it
"reviewit." But | did see it, yes.
Were you asked to offer an opinion about it?
No.

UNKNOMWN SPEAKER: VWhat's t he
exhi bit nunber?

MR. VWH TLEY: Ch, thank you.
This is still Applicant's Exhibit 6, but it's

Attachnent | to that exhibit.

BY MR VHI TLEY:

Q

Turning to the third "whereas" clause on the

13
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[WITNESS: LISA SHAPIRO]

docunent - -

Ckay.

-- take a second -- actually, could you read
that into the record, please?

"Whereas, Town's ability to depend on the
future reliability and stability of the tax
revenues to be paid by Northern Pass is
subject to the legally avail able tax

abat enent procedures and the effect of
utility property depreciation practices on
the transm ssion infrastructure.”

So wouldn't you agree that that's telling the
towns, you know, your tax revenues could be
decreased by the cost of abatenent

pr oceedi ngs and potentially having your
assessnent overturned, and also putting the
town on notice that the net book value is

goi ng to decrease each year, all el se being

equal ?
That's not what it says. | nean, you can
interpret -- I'mreading the words. From an

econom c perspective of the nunbers, the

pl edge puts out, once the final costs are

14
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[WITNESS: LISA SHAPIRO]

known, a known val ue for the next 20 years,
that the communities woul d know t hat the
assessnments are at | east that.

That's your --

So they know at | east the depreciated, you
know, the net book val ue.

Your testinony is that this | anguage here,
"subject to the legally avail abl e tax paynent

procedures," doesn't nean that there's a
potential for the nunicipalities to incur
costs to defend and al so the possibility that
their assessnent, if it goes over your
nunbers, coul d be overturned?

Coul d be overturned? | nean, that's the | aw
Every taxpayer can file an abatenent. And as
far as | can see here, there's nothing new
here in terns of the right for a taxpayer to
file an abatenent. Wat they're doing in
this statenment is saying here's a known path.
So you know, even under technol ogi cal change,
econom ¢ changes, once this is in operation,

you know what the minimumis going to be and

there's a safe harbor around that.

15
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[WITNESS: LISA SHAPIRO]

A
Q

And not hing el se has really changed.
The taxpayer has the right to seek abatenent.
And now t he Conpany's pl edging that they
won't, as long as it's consistent with that
nunber. And if it's above that, they have
the right to consider it. Nothing different
than what's going on right now | think you
t al ked about the hundred abatenents that are
out there. This is exactly what's goi ng on
right now The difference here in the
additional certainty is that there is a
schedul e that's being provided so that the
towns can have sone nunber and this Commttee
woul d have sone val ue that they can be
assured of as a m ninmum regardl ess of the
t echni cal changes, the prices of electricity,
the profitability of the Project, that this
val ue woul d be at |east this.
I want to turn you now to the first "whereas"
cl ause where it defines "transm ssion
infrastructure.” Do you see that portion?
| do.

And woul dn't you agree that the pledge only

16
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[WITNESS: LISA SHAPIRO]

A
Q

applies to what neets this definition?
(Wtness revi ews docunent.)

Whi ch definition?

Vell, in the first "whereas" there,

"transm ssion infrastructure” is in

par ent heses and quotations, and it's

capitalized there.

Ckay.
And el sewhere in the pledge, | assune that
means, and correct nme if |I'mwong, that when

they capitalize transm ssion infrastructure,
it has the neaning that precedes this
parenthetical. Do you read it differently?
"' mnot sure what the question is.

Transmi ssion -- | nean, | think what's stated
here, land is not included and rebuilds are
not included. So it's everything el se.

So the -- you nentioned |and. So the
taxation of the right-of-way where the
infrastructure is |ocated, that would not be
i ncl uded by this pledge.

Wll, it's not subject to depreciation.

So the answer is yes, it's not --

17
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[WITNESS: LISA SHAPIRO]

Right, it's not included.

Dr. Shapiro, are you aware that paynent of
property taxes by Northern Pass will be
passed on to New Hanpshire and New Engl and
rat epayers?

It will not be passed on to New Hanpshire
rat epayers.

Ckay. It will be passed on to New Engl and

r at epayers?

Presumabl y, yeah, who's buying the power.

Si nce New Hanpshire custoners are not paying
for the line, they're not going to pay for
the taxes either, for the nost part. |
suppose there are sone scenari os.

You woul d agree that it costs the town noney
to defend its assessnent in a tax abatenent
proceedi ng; correct?

| would assune it does, sure.

And it costs nbney to use | awers and expert
apprai sers; right?

Yup.

And you're aware that -- | think you've

testified that there are a nunber of

18
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[WITNESS: LISA SHAPIRO]

Q

muni ci palities that do not agree that net
book value is the correct way to estimate
fair market value of utility property;
correct?

Correct.

And Eversource PSNH has filed many tinmes for
abat enents and has on nany, many occasi ons
used net book value in their own estimte of
fair market val ue.

Again, ny famliarity with the recent cases
were that a net book and al so an i ncone
approach was used. And in the Bow case,
where the Town lost and is appealing it to
the Suprene Court, the utility appraiser also
used a replacenent cost nethod as well.

Ri ght. But anong the nethodol ogies that the
utility uses is net book val ue.

Yes, but you asked ne the question about
whet her in the abatenent cases. And in the
abat enent cases |'ve | ooked at, there was
nore than one nethod applied in order to get
an opi ni on of val ue.

I want to turn your attention to what's

19
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[WITNESS: LISA SHAPIRO]

A

mar ked as Counsel for the Public Exhibit 49.
Ckay.
And this is the Project's response to data
requests. And this was brought up earlier,
but | wanted to turn your attention back to
it.
Ckay.
And the question -- just give you a second to
read that, but...

(Wtness revi ews docunent.)
It's asking for all litigation during the
past seven years.
Ckay.
And then the response there is quite
extensive. |1'll just scroll through it just
briefly here. But the large "A" is these are
all property tax appeals.
Correct.
You see there's... 1I'l|l represent to you that
since 2009, Eversource/PSNH has filed roughly
260 separate tax-year abatenent appeals.
Does that sound accurate?

I woul d accept that.

20

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

Q

Were you aware of the nunmber of cases they'd

filed in that tinme frane?

I knew it was over a hundred. | didn't --
"1l accept your 200. | knew it was over a
hundr ed.

And are you aware that there are a nunber of
host communities anong the cases that are

represented by this data request response?

| amaware. | haven't done a side-by-side of
who it is, but I recall that a few of them
definitely were. | don't know what percent

or --

"Il represent to you that about 14 host
communities are anong those |isted here.
Ckay.

And you didn't contact any of these host
communities to see if there was any sort of
goi ng-forward or agreed-upon net hodol ogy
regarding utility assets in those towns.
What do you nean by a "going-forward or
agr eed- upon net hodol ogy"? | nean, these
things are litigated.

I know. And in sone cases they are settl ed.

21
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[WITNESS: LISA SHAPIRO]

And part of the settlenent can be this is the
way that we're going to assess utility
property going forward. And you didn't do
any sort of evaluation as to whether or not
that's taking place in any of the 14 host
communi ti es.

No, | did not.

I want to show you now Joint Muni 239. This
is an estimate of | egal and expert expenses
expended by the Town of Deerfield over the
time period in question. And I'll represent
to you that these costs were associated wth
def endi ng t ax- abat enent appeals. And you see
there that Deerfield expended roughly $22, 000
for | egal expenses and roughly $30, 000 for
expert apprai ser expenses, for a total of
about $52,000. Do you see that?

| see that.

And | want to bring up and turn your
attention now to Joint Muni 124. And this is
t he Suppl enental Direct Testinony of

M. Irvine on behalf of the Town of New

Hanmpt on. And on the next page here, which is

22
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[WITNESS: LISA SHAPIRO]

Page 6 of his testinony, the bottomof this

par agr aph, could you read from Line 97 down

to Line 100. | highlighted it, but it's not
going to let ne... So, beginning --
Starting with, "These cases..."?

Yes, pl ease.

"These cases to defend the town's assessnent
cost the town nonies to defend and reduce any
potential net benefit. As an exanple, from
2014 to 2017, the town spent roughly $16, 500
I n expert appraisal services associated wth
t hese cases, and from 2009 to 2017 spent
roughly $32,000 in attorney's fees. See
attached Exhibits 3 and 4 nade a part hereof
and i ncorporated by reference."

But for any of the host comunities, which
obvi ously includes Deerfield and New Hanpt on,
which are just exanples here, you didn't

consi der or reduce your tax revenue nunbers
by any sort of an estinate of what a town may
have to spend to defend a tax abatenent that
di sagrees with your nethodol ogy, the

nunbers that --

23
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[WITNESS: LISA SHAPIRO]

My estimates are based on the net book val ue
whi ch t he Conpany has pl edged not to abate.
So under ny conservative estimates there's no
abat enents, so there's no legal costs. So
it's only in the event of litigation because
the town's appraised it at a higher val ue and
t he Conpany determ nes they don't think
that's a fair market value, then it's -- |
woul d agree with you, if that's what you're
asking, that in terns of the increase in tax
revenue fromwhat | estimated to what the
town woul d be seeking, part of that would be
offset by litigation costs, unless the
communi ty's higher assessnent seened
justified for nethodol ogies. The Conpany
woul d have to nake that decision, |ike any
ot her taxpayer. But under ny estinmates, the
Conpany's pl edged not to abate, so there's no
| egal costs.
That's all. Thank you, Dr. Shapiro.
Thank you.

CHAI RVAN HONI GBERG Ms.

Paci k, | think you' re up next.
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MR. VWH TLEY: O f the record?
(Di scussion off the record)

CRGOSS- EXAM NATI ON

BY Ms. PACI K:

Q

O

A
Q
A.
Q

Good afternoon. |'mover here. You probably
can't see ne. M nane's Danielle Pacik, and
I am |l egal counsel for the Cty of Concord,
and I'm al so the spokesperson for Muinici pal

G oup 3 South. | want to focus ny questions
t his afternoon on Concord.

And | understand that you cal cul ated the
potential property taxes to be paid in
Concord in the event the proposed Northern
Pass Transm ssion Line is approved and
constructed; is that right?

Correct.

And you are famliar wwth the fact that the
proposed transm ssion line is approxi mately
8 mles in Concord?

Yes.

And you work in Concord; right?

Yup.

And are you generally famliar with where the
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route travel s?

Ceneral ly.

Ckay. So, in your Supplenental Testinony on
Page 9, and it was marked as Exhibit 103 from
the Applicants, you were asked a question at
Line 1. And we'll put it up. And the
question that you were asked was, "Do you
agree with the assertion that the SEC should
accept that the value should go to zero in 40
years or otherw se set the values in these

pr oceedi ngs?"

And your answer to that question was,
"No. The purpose of the SEC proceeding in
this context is to take into account the
substantial property tax benefits, both in
t he aggregate and to | ocal communities.”

When you say "in the aggregate,” are you
tal king about all of the conmmunities that are
bei ng asked to host the transm ssion |ine?
"In the aggregate" is because the taxes don't
just go to the host conmmunities, there's
al so, through the county tax and the state

utility tax, there's additional -- the tax
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[WITNESS: LISA SHAPIRO]

benefit doesn't just go to the | ocal
community. So "in the aggregate" is
everything together, all the I ocal
communities and the county and the state tax.
So "aggregate” neans all the taxes to be
paid, state and local. And then to the | ocal
communities, you're tal ki ng about each
community, town by town -- or in the case of
Concord, a city; right?

Correct.

Ckay. And you use the word "substantial"™ in
t hat sentence; correct?

Yes.

In ternms of Concord, if you go to

Attachnment C, which is near the end of your
Suppl enmental Testi nony whi ch was nmar ked as
Exhi bit 103, you have a chart.

Correct.

And what |'ve done is I've highlighted the
chart in ternms of Concord.

Ri ght.

But this chart shows the estinmated reduction

in property taxes per $100, 000 of assessed
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[WITNESS: LISA SHAPIRO]

val ue under Sinulation 3, Appendix A And
basically what this does is it assunes -- and
I know you had tal ked to Counsel for the
Public about this. It assunes that if a
property owner was payi ng $100, 000 in
assessed value, if the municipality applied
all of the tax revenue fromthe assessnents
towards |lowering their tax rate, that first
col umm where it says $20, that's how nuch a
person who paid $100,000 a year in taxes
woul d save; right?

A It's not paying a hundred if they're --

Q Assessed.

(Court Reporter interrupts.)

M5. PACIK: My apol ogi es.

CHAI RVAN HONI GBERG  What
happened, Danielle, was you were speaking
over Dr. Shapiro --

MS. PACIK: Sorry about that.

CHAI RVAN HONI GBERG -- so the
st enogr apher coul dn't get down what happened.

BY Ms. PAC K

Q Ckay. Thank you for that clarification, Dr.
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Shapiro. You're right. So let ne clarify
t hat .

Sonebody who i s assessed $100, 000, their
savings is $20 -- or the estinmated reduction
in what they're paying in taxes is $20;
correct?

And under the second scenario, which is
the second colum, if a municipality chose to
spend half of whatever tax revenue is
generated by the proposed Northern Pass
Transm ssion Line, and they took the other
hal f and used it to reduce their tax rate,
that is show ng the savings that sonebody who
was assessed $100, 000 woul d realize; is that
correct?

Yes.

And for Concord, the nunbers that we're

| ooki ng at are $20 savi ngs or reduction under
Scenario 1, and under Scenario 2 it would be
$10 per year; is that right?

Yes.

Ckay. And just to be clear, this chart, what

you're showng, this is for the first year of
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Nort hern Pass; right?

Ri ght.

And we won't tal k about straight |ine
depreci ati on and whether that is the correct
met hodol ogy. But fair to say, and | think
you've agreed with this, all other things
bei ng equal, that anpbunt that we're seeing,

t he $20 or $10, will be reduced over tine;

ri ght?

Actually, the way this cal cul ati on works, not
necessarily, because this really -- when you
get into the individual savings, that's going
to depend on how much expenses are grow ng
over tine and what's happening to the rest of
the tax base. And it's possible that this
coul d change over tinme, depending on what's
goi ng on over the tax base. There's a couple
of other factors in this fornula than just

t he paynent of Northern Pass.

Right. And | understand. But all things
bei ng equal, if sonme of these assessnents
stay the sanme, if the tax rate stays the

sane, over tine that anpunt that you have up
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there will be reduced; is that right?
Probably. Most likely.

Ckay. If you could, I'"'mgoing to turn to
what | had premarked as Exhi bit 242, Joint
Muni 242. And this shows the tax rates for
the Gty O Concord, and it shows the tax
rate for year 2016 for the city is $27.67; is
that right?

Yes, that's what |I'm | ooking at here.

Ckay. So if sonebody, for exanple, owns a
honme that's valued at $100, 000, the anount of
taxes that they're paying is $2, 767

annual ly; correct?

Correct.

And under the chart that we just |ooked at,

t he reduction that one m ght anticipate

-- and | understand this is for 2016 and

you' re anal yzing 2019, | believe -- but the

armount of savings one could anticipate is $20

off that $2,767 bill, for exanple.

Yes.

And | ooki ng at a $200, 000 hone -- | won't
make you do the math -- but if sonebody has a
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$200, 000 hone, that's their assessnent, and
t he annual taxes they're paying for tax year
2016 is $5,534. Does that sound correct?
Yes.
And so, again, if you were to | ook at the
chart that we had | ooked at before, the
anount they'd save off that $5,534 bill woul d
be either $40 a year or, alternatively, $20 a
year; right?
You' re doubling the nunbers in there, right?
Right. You' d agree with that?
Yeah.
Ckay. And we've already discussed that's for
the first year that Northern Pass is in
effect; right?
Correct.
Can we go back to what's been narked as
Appendi x Exhibit 103. And this is your
Suppl ement al Testi nony.

If you | ook at the anmpbunt of reduction
for the various nmunicipalities -- you know,
and | understand you use the word

"substantial™ in your Supplenmental Testi nony.
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When you | ook at the anmpunt that Concord
coul d anticipate seeing for reduction for
each $100, 000 of assessed value, it's |ower
than all of the other communities, except
Bridgewater; is that right? And we can
scroll down if you need to see the other
ones.

Yeah, | think that's correct.

And in fact, there's sone nunicipalities that
see a nmuch higher potential reduction; is
that right?

Yes.

And one of the reasons Concord, the property
owners, wll have a | ower reduction is
because of the anmobunt of taxable property in
Concord; is that right?

The total anount of -- what hinges on this is
what percent Northern Pass property value in
the town as a percent of the total property.
And Concord has a very | arge taxabl e base
conpared to nmany of these communities. It's
acity. It's got a pretty decent econony.

It's relatively stable.
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So, for exanple, in nmy testinony -- in

my report, Concord -- Northern Pass woul d
represent a 1.1 percent increase in the
property value in Concord. And so the
nunbers transl ate down to the individual
resident to relatively snall nunbers in terns
of the percent of the total val ue.

Q Ri ght.

A It's the small est of any of the communities
at 1 percent.

Q Right. So in terns of determ ni ng whether
the inpact is substantial in Concord, let's
| ook at the total property value, which we
have marked as Joint Muni 244. And this is a
docunent from the Departnent of Revenue
Adm nistration for 2016. And | apol ogi ze for
the quality. But at the bottom you can see
val uations for Concord. And that shows the
total value of all property that's assessed
i n Concord.

M5. PACIK: And Steven, could

you blow that up a little bit?

BY M5. PACI K
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>

You can see that in Concord, with utilities,
the total assessed value's $3.9 billion,
approximately; is that right?

Yes.

And without utilities, it's $3.7 billion;

ri ght?

Yes.

And you had said that what Northern Pass
represents is about 1.1 percent of the total

assessed value in Concord.

Well, these are different years and different
val uations. So, you know, | used 2014 in
equal i zed value. | don't know what year this
is. It's slightly different. So the

estimate for Northern Pass in Concord is
about $45 mllion. So that's actually using
this nunber, nore than 1 percent.

It's actually 1.15 percent.

R ght. Thank you for doing that.

And in terns of the amount of taxes that you
estimated the Project would bring in, if it's
approved, you had it at $850, 000 i n Concord,

approxi mately. Does that sound correct?
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Well, there's arange. So if -- that's a
single point estimate. | ran 11 simnul ations
for each community. So, for Concord, the
range i s $639, 000 to $982,000. That's ny
Appendix A in ny report is the full range
based on the 11 sinul ati ons.

(Court Reporter interrupts.)
And t he nunbers that you just gave, which was
about $600, 000 to $900-, it ranges about
$300, 0007
Correct.
Ckay. And if you turn to your report at Page
9, Figure 4, which was premarked as
Applicant's Exhibit 24 --
Yes.
-- on Page 9, and we're getting there. This
Is Figure 4. And you have a Base Case 1 and
a Base Case 2. And for Concord, what you
show for nunbers at |east in these base cases
are --
Very cl ose.
Yes, they are. $853,210 versus $885, 765. So

that's the md-range; right?
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Wel |, because the base case only used the
full allocation, not that 75 percent
al l ocation --
Ckay.
-- which | used for half the sinulations. So
t he base cases are 100 percent of the
estimated all ocation to each community, and
then | ran the different scenarios with the
tax rate. So that's the two nunbers for
Concor d.
Ckay. Thank you.

So, in terns of anal yzi ng whet her the
benefit to Concord is substantial, did you
| ook at what the Gty of Concord' s total
appropri ati ons were?
It's over $60 mllion or sonething. | know
it's huge.
And it's actually on the docunent that we
were just |l ooking at, on Exhibit 244. So
let's turn back to that for a nonent.

If you go to the top -- and | understand
this is 2016. But for 2016, just to give you

an exanple, the total appropriations just on
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O

o >» O >

the city side was $100, 000 -- $1, 609, 218;

right?

Ri ght.

And for the Concord School District, which is

lower in that table, the total appropriations

wer e $84, 546, 266. So, conbined, that's a

total of approximately $184 million just in

one year; right?

Yes.

And the Gty of Concord was obviously able to

handl e t hat budget wi thout the influx of the

$850, 000 proposed by Northern Pass; right?

Sur e.

Goi ng back to --

What was the gross -- sorry. Go ahead.

Goi ng back to Attachnment C on Exhi bit 103,

whi ch is your Supplenental Testinony --

Attachnent C W'Ill find it. Sorry. W'l

find it. Just bear with ne one nonent.
(Pause)

W tal ked earlier that one of the reasons why

Concord's reductions are | ower than other

communi ti es was because of the total tax base
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in Concord, which is $3.9 billion, at |east
in 2016. And another reason is because
Concord is all overhead; right? In terns of
construction costs, if the Project was buried
in Concord, you would agree that the total
reducti on would be nore in Concord because
the value of the Iine would be nore; right?
If it were built.

If it were built. Correct.

If it were built.

Ckay. And | want to tal k about the Karner
blue mtigation site for just one nonment.

If the line was buried in Concord around
certain roads, that would al so avoi d needi ng
to disrupt the Karner blue butterflies. Are
you aware of that?
| am-- that's definitely outside ny area of
expertise on the Karner blue butterfly.

Ckay. Are you aware that this project is
proposed to go through a Karner blue site?
l'maware that there's mtigation. That's
all I know. | don't know why or where or --

I'maware there's a Karner blue butterfly
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A

mtigation plan.

Are you aware of where the mitigation site is

going to be | ocated?

I think it's somewhere up on the Heights, in

t he Pines Area.

Let me turn to--

I m not sure.

Sorry. | apologize if |I just spoke over you.
Let me turn you to what's been narked as

Exhi bit 245. And what we have on the first

page -- the first page, what's in red

highlight is the Karner blue mtigation site

that's proposed, and it's on Regional Drive.

Are you aware that's the |l ocation of the

mtigation site?

Yeah, that sounds famliar to ne.

Ckay. Are you aware what type of zone the

mtigation site is in?

No.

You're not aware that it's in part of the

i ndustrial zone and part of the office park

per formance district zone?

No.
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Do you know what that site is currently
assessed at?

No.

Can you turn to the next page? The second
page of Exhibit 245 shows the City of
Concord's assessnent for the Regional Drive
site. And it shows that the total assessed
value of that lot, which is currently vacant,
is $411,100. Do you see that?

| do.

If the property is used as a mtigation site,
you woul d agree that it would no | onger be

bui | dabl e?

I'"mnot famliar with the terns. |If that's
what you're saying it is. | don't know the
terms of mtigation. | nean, usually that's
associated with non-building. But | don't

know if it's a hundred percent of the
property. | don't know.

Let me represent this to you.

Ckay.

There's a plan to put a conservati on easenent

on the site, and it wll no | onger be
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bui | dabl e.

In the event that it is a conserved
pi ece of property, would you -- are you aware
that the value of the lot is decreased?
Usual | y, al though sonetines with conservation
easenents it helps with other val ues of other
properties because perhaps other | and can now
be devel oped and not have to deal with the
sane nmitigation because it's been taken care
of. | don't know what's going on with the
nei ghbor's roads. So, in theory, usually.
But you would have to | ook at the surroundi ng
areas and the other inplications of a
m tigation plan.
And you don't have any information that
maki ng a site in the industrial area of
Concord woul d sonehow i ncrease the val ue of
other industrial sites neighboring that |ot,
do you?
Wll, if it reduced future devel opnents
needed to do the Karner blue butterfly, then
it could have an increase on sone ot her

i ndustrial property in town. | don't know
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t hat .

You don't the answer to that question; right?
No, | don't know the answer to that question.
Ckay. Did you do any research on how nuch
value this site would | ose once it becane
conserved?

No. Again, the estimate for Concord is about
$45 mllion. | think we agreed. So this is
| ess than 1 percent right here that we're

| ooki ng at; $411, 000 val ue conpared to the
Nort hern Pass property of adding $45 nillion
Is 1 percent.

R ght.

So ny estimated range for Concord for taxes

| ooked at the $45 million, and then the | ower
esti mate was 75 percent of that. So,

what ever the inpact on this 411 is, it's well
within ny range of the new taxable value in
Concor d.

And | understand that. But ny question was
did you | ook at what the val ue would be once
this had a conservation easenent on it and it

was no | onger buil dabl e?
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A No.
Q And you understand that a conservation

easenent is permanent; right?

A. | believe so.

Q That neans it's in perpetuity or forever;
ri ght?

A Yes.

Q Now, if this property was built, did you
consi der how nuch that 60 Regional Drive
could have brought in for taxable revenue in
the event it was devel oped?

A No.

MS. PACIK: Can we go to the
next page, pl ease.

BY Ms. PAC K

Q Are you aware that that site was for sale for
comerci al devel opnent ?

A I think I had heard that.

MS. PACIK: Ckay. And if
you' d goto -- | think if you zoom out a
little bit...

BY Ms. PAC K

Q There's actually sone concept plans for this
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particular site, in terns of putting a
building on it?

How many years has this site been enpty and
on the market, on and off?

Actually, | get to ask the questions.

Ckay. Sorry.

If you go to the top of the page -- next
page. Sorry. And this is the fifth page of
the exhibit. It says property description --
['ll read it to you and you can |let ne know
if I read it correctly. And we'll blow it
up.

"60 Regional Drive is an undevel oped
parcel of land that creates a great
opportunity for devel opnent within an
est abl i shed busi ness park. One of the | ast
avai | abl e parcels of land in the Concord
| ndustrial Park, purchase now and build or
hold as an investnent in the future. The
property is directly adjacent to 54 Regi onal
Drive. It is level and dry with utilities
avai | abl e al ong Regi onal Drive."

So this is actually one of the | ast
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avai | abl e parcels of land in the Concord
I ndustrial Park. Were you aware of that?

A No.

Q And you don't have any information that the
Cty of Concord was seeking to have this | ot,
which is one of the | ast devel opable lots in
the area, made into a conservation parcel, do
you?

A. | have not been engaged in the conservation
m tigation plans.

Q And in terns of the value of a 6.91-acre |ot,
iIf it was devel oped with a commerci al
building, did you look at all in ternms of
what type of taxable assessment sonething
li ke that could bring in?

A No.

Q Ckay.

M5. PACIK: Can we go to, |
bel i eve, the next page.

BY Ms. PAC K

Q I want to just take a quick ook at this with
you for a nonment. Wat we have hi ghlighted

Is 50 Regional -- 54 Regional Drive, which is
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the site next to the mtigation site. And if
we go to the next page, which is Page 7 of
the exhibit, it shows that the assessnent on
t hat particular property for 2017 was

$4.987 mllion. Do you see that? Al nost

$5 mllion.
Ckay.
And if that -- soin this site, if we scrol

down a little bit, the acreage of that
particular site is 7.92 acres.

And on the next page, that was a
building that was built in 1982. Do you see
that? It says "AYB," which is average --
actual year built, 1982.

Ckay.  Yup.
And there's depreciation on that buil ding of

34 percent. Do you see that?

Yes.
Ckay. And so if it -- wthout the
depreci ation, that number, ['Ill just

represent to you, above it is 5.72 just for
t he buil ding alone without the land. Do you

see t hat nunber?
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A | do.

Q If we go to the next page -- bear with ne
just for one second. | have to find ny
notes. | believe this is 4 Chenell Drive.

If you go to the next page, which is Page
10 -- oh, 53 Regional Drive. M/ apol ogies.
This is a property that is assessed at

4.61 -- 4.596,600. So, about $4.5 mllion.

Do you see that?

A Yes.
Q And the size of that lot's four acres; right?
A Yes.

MS. PACIK: Can you go to the
next page, please? One nore.
BY Ms. PAC K
Q And |I'Il just show you another lot in that
ar ea.
MS. PACIK: Can you go to the
next page”?

Q That's 5 Chenell Drive. And you see that's

assessed at $7.4 mllion?
A Ckay.
Q And the total acreage is 4.42 acres?
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[WITNESS: LISA SHAPIRO]

Yes.
M5. PACIK: Can you go to the

next page? Oh, we have one nore. Foll ow ng

page.

BY Ms. PACI K

Q

Q

This is three to four -- 3-4 Barrell Court,
which is also in the sane type of zone. And
this is valued at $7.3 mllion, and the
acreage is 6.2. Do you see that?

Yes.

And | raise this because this shows what the
potential tax assessnent on a buil dable | ot
could be in this zone; right?

Not necessarily. You've shared the
surrounding. | don't know the difference
bet ween these lots and the ot that's been
open. How many years has it been open? Wy
hasn't that one been devel oped when t hese
were all devel oped? And how many years has
it been on the market? So it is the
potential, but how nuch it applies to this
property, | have no infornmation.

Right. And | know -- | realize that. But
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[WITNESS: LISA SHAPIRO]

Q
A.

you understand that once that 6.9-acre lot is
conserved, it will no | onger have the
potential to be buil dable; right?

That specific lot, under what you've told ne,
it's not buil dabl e, yes.

Ckay. And if a building, a conmerci al
bui l ding, was to be put on that 6.9-acre |ot,
t hat building would bring in additional tax
revenue to the city of Concord; right?

It depends whether it was sonebody abandoni ng
an existing facility, which we've certainly
seen in Concord. You take a taxable
facility, they abandon it and nove into the
new bui |l di ng, and now you' ve got sonet hing
that's not really revenue-producing in the
old building. So, again, who noves into it?
Is it an existing business in Concord that
rel ocates and | eaves sonething enpty? Is it
sonebody new and really attracting and woul d
add to the whole? So, in theory it coul d.
But in theory it m ght not.

Wll, in theory it could; right?

| agree.
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>

o >» O > O »

And even if sonebody abandoned a building, it
doesn't nean the building |loses all of its

t axabl e val ue, does it?

That's true. But it wold be a whole | ot

| ess, as we had with the Steeplegate Mall.
Ckay. Now, in terns of a building that was
put on that particular site -- and let's
assune for a nonent it's a new business in
Concord. That would bring in new workers;
right?

Ckay. This is the assunptions?

Yes.

Al right.

You would agree with --

Well, it's your assunption.

All right. But you would agree that if it's
a new building, it would bring in workers.
Depends on what the building is.

There's a potential that it would bring in
wor kers; right?

Potential to bring in new workers.

And if it brought in new workers, that would

be an econom c benefit to the city; right?
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[WITNESS: LISA SHAPIRO]

Depends where those new workers cane from
Did they nove across town froma different

pl ace that now has a problem findi ng workers?
Are they coming in fromout of town? | nean,
again, in theory it could. It may not. It
woul d depend on the specifics of that

Si tuati on.

Ckay. And you also would agree that in
theory it could, if it's new building,

i ncrease the operations of the |ot and coul d
hel p stimulate the econony; right?

It could. It mght also put a new cost on
iIt. Suppose it's a ganbling facility. That
m ght i ncrease operating costs for the
pol i ce.

Ckay. But you haven't done any sort of

anal ysis of this particular lot; fair to say?
| have not. Fair to say.

Ckay. So you didn't factor into the | oss of
potenti al devel opnent of 60 Regional Drive
into your analysis. Agreed?

No. And again, under your nunbers, $45

mllion for Northern Pass, and even at the

52

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

75 percent nunber, this $5-, $7 mllion are
all within that range.

Q But it's a $7 nmillion potential |ot that
m ght not get devel oped; correct?

A Potenti al .

Q All right. Thank you. That's all | have.

CHAI RVAN HONI GBERG  Was there
any other group that wanted to ask questions
of Dr. Shapiro?

[ No verbal response]

CHAl RVAN HONI GBERG Al |
right. | think we're ready to have Conmttee
menbers. Anybody queued up and ready to go?
Conmmi ssi oner Bail ey.

CVBR. BAI LEY: Not quite
queued up, but I"'mready to go. G ve nme one
second.

QUESTI ONS BY SUBCOW TTEE MEMBER BAIl LEY:

Q M. Quinlan testified that the overal
benefits of Northern Pass would be, to the
State of New Hanpshire over 20 years, would
be $3.8 billion. And of that $3.8 billion,

he attributed $600 million to property taxes.
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[WITNESS: LISA SHAPIRO]

Yes.
And did that nunmber -- do you think that
nunber canme from Exhibit 1, Appendi x 44, on
Fi gure 9?

(Wtness revi ews docunent.)
| think it probably came from Page 16 of ny
report.
Ckay. Thank on. Hang on. Let ne get there.
' mnot sure how that's marked, where | just
did the base cases.

Yes, that's Figure 9 and --

Oh, I"'msorry. Okay. | was confused wth
t he appendi x. Yeah, | believe that cane from
here.

Okay. So, between $692 million and $564
mllion.

Yeah.

So when you cal cul ated each year the property
taxes, did you -- and then you just added

themall up to get to the $692 mllion?

Yeah, the current year. They weren't -- it's
not a net present value. | didn't calculate
t hat .
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How cone?

I think nost of the Project was | ooking at

nom nal dollars, what | had seen. And
could -- it just introduces anot her set of
variables. |'mhappy to calculate it. Do

you use a 3 percent discount rate or a 6
percent discount rate. And, you know, which
one should | discount, the high one or the

| ow one for the base. But it was just a --
it seenmed |ike nost of the reports were in
nom nal dollars for the current year. Sane
with the Environnment |npact Statenent, the
Draft. So | just chose to continue that way.
Ckay. Most of the tine econom sts add
nunbers up in present value; right?

Ri ght. Yes.

Coul d you recalculate this for ne --

Sure.

-- using present val ue?

Absol ut el y.

And as an econom st, which | amnot, so I'm
aski ng you your opinion, | asked Ms. Frayer

to recal cul ate the nunbers for the capacity
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[WITNESS: LISA SHAPIRO]

and energy narket savings into present

val ue --

Ri ght.

-- and | asked her to use a 7 percent

di scount factor because that's what she used
in sone other assunption. |Is that a
reasonabl e nunber, or is that too high for

t hi s purpose?

For the purposes of taxes, | would use nore
li ke 3 percent or even 2 percent. But let's
say a 3 percent nunber. | believe Kavet &

Rockl er used 3 percent because in taxes it's
really the public, and the public discount
rate is generally considered | ower than the
private discount rate. So | think with M.
Frayer, the 7 percent was because | think
that was required in some of the other work
that she was doing, to use the 7 percent in
the energy industry where you're talKking
about the private return to capital. So,
generally in public projects or public
taxation, it's a lower rate. But | could

calculate it at 3 and 17 if you wanted to see
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[WITNESS: LISA SHAPIRO]

>

t hat .

Ckay. That woul d be great.
Ckay.

Thanks.

CHAI RVAN HONI GBBERG.  So we
have a data request to the w tness?

CVSR. BAI LEY:  Yes.

CHAI RVAN HONI GBERG Al |
right. M. Needl eman, we have an
under st andi ng about what that constitutes?

MR. NEEDLEMAN: | believe so.

Is that clear to you?

W TNESS SHAPIRO. Yes, it's
clear to ne.

CHAI RVAN HONI GBERG Al |
right.

W TNESS SHAPI RO.  Thank you.

BY CVBR. BAI LEY:

Q

M. Wiitley asked you a question that was
probably prompted by sone public comment that
we had yesterday. Somebody, a nenber of the
public said that New Hanpshire ratepayers

were going to have to pay these property
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[WITNESS: LISA SHAPIRO]

taxes, and so really there was no savi ngs.
And that wasn't ny understanding. And you
confirnmed that, but you confirned it with a
caveat. And I think you said sonething |iKke,
No, New Hampshire ratepayers won't pay the
property taxes because they'|l|l be paid by

Nort hern Pass --

Ri ght.

-- for the nost part. "But there may be sone
scenari os." That's what you sai d.

Right. | think there was that one scenario

that was very unlikely with New Hanpshire at
10 percent, wth sone part of the AC |line

t hat coul d, under sone scenario ten years
down the road, be socialized as part of it,
so --

As a reliability project?

As a reliability. And under that -- so
that's what | was thinking of. The way the
Project's designed, the way it would go into
effect, it's a hundred percent not paid for
by New Hanpshire ratepayers. So that was

really the only caveat. | wanted to be
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[WITNESS: LISA SHAPIRO]

>

respectful that there was a unlikely but
possi bl e scenari o.

Ckay. Thank you. That's very hel pful. Do
you know i f the Conpany reached PILOT
agreenents with any towns?

Pl LOT agreenents, ny understandi ng, don't
apply to large-scale hydro; they only apply
to qualifying renewabl e projects. So they
have to be under the RPS standard. So it's
not an option for transm ssion projects. The
towns don't have the authority to enter into
PI LOlTs on transm ssi on projects.

Ch, okay.

Yeah, that's ny understandi ng.

Ckay. So is there sone other way that they
can reach an agreenent with towns and not
call it a PILOT project? Because | think
that M. Quinlan, ny understandi ng was t hat
M. Quinlan was suggesting -- or naybe it
wasn't M. Quinlan. Somebody, they were
willing to negotiate agreenents with towns
and that they would agree to certain tax --

maybe they were just going to agree to the

59

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

tax premse, that if they filed the straight
| i ne depreciation and used net present val ue,
t hey woul dn't seek an abat enent.
Well, a couple things to answer that. First
of all, the pledge, ny understandi ng, was a
condition that M. Quinlan offered. So it's
a one-sided commtnent to towns. No one's
| ooking for the towmns to agree to it. It's a
condition that M. Quinlan put in that he
offered to have as a condition of the permt,
that the Conpany woul d stand behi nd not
seeki ng any abatenents if the property --
just to be clear, so even if there's sone
econom c disruption or variation in electric
prices, that the Conpany will not seek an
abat enent under this nethod. So the
town's -- it's a one-sided commtnent. The
towns are still free to assess how t hey want.
So that's that part of it.

In ternms of working with the towns, |
mean, it's an interesting question. Over the
years |'ve worked on a nunmber of abatenent

cases, assisting not as an expert w tness,
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[WITNESS: LISA SHAPIRO]

but assisting the attorneys in negotiations
on how to reach sonething. And you really
can't bind future nunicipalities. One
muni ci pality can't bind the future. So what
ends up happeni ng, though, is when there's
litigation, sonmetines as part of litigation
you can have a settlenent that m ght agree to
a value for the next three to five years. So
you sonetines will see that, you know,

Seabr ook or sonebody agreed to the next three
to five years or the hydros on the
Connecticut River. But nostly you'll see
that comng out of litigation as a
settlenent. So there's sone ability to do
that. But a town itself, you have one group
of selectnen saying, yes, that's great, we
agree to it, and then the next year new
peopl e can cone in and they're not bound by
it unless the PILOT |aw, they can avail of
that. So there is sone ability to still work
w th people, work with the communities, and
certainly in terns of sharing information and

predictability. But, you know, the towns are
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[WITNESS: LISA SHAPIRO]

Q

o > O >

required to do the assessnents. And they
have that obligation to do it. And they
can't avoid that obligation, and there's not
the options. But there's still sonme areas
that you could tal k about and get to sone
agreenent on. You just really bind it for 20
years or sonet hing.

Ckay. Al right. The tax that the

| egi slature just, | think, elimnated --

Yes.

-- what's the nane of that tax?

The El ectric Consumpti on Tax.

Thank you. Yes. Was that included in any of
your cal cul ations, that that payment woul d be
made?

No. But it wouldn't have applied to this,
anyway, because the El ectric Consunption Tax
is really a consuner tax --

Ch, right.

-- soit's on the end user. So, wherever

t hey get the power from they're still

payi ng.

Ckay. Thank you. That's all | have.
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[WITNESS: LISA SHAPIRO]

CHAI RVAN HONI GBERG M. \Way.

QUESTI ONS BY SUBCOW TTEE MEMBER MR VAY:

Q
A

Q

Good afternoon.

Good afternoon.

Just a few questions. As | was | ooking back
at the municipalities and what they woul d
recei ve, the unincorporated places, by their

nature, they receive nothing; correct?

Wll, that's changed a little bit, because
prior to the -- | forget the nanes of the
wind farms -- the wwnd farmup north in

MIlIsfield and Durmer, prior to that | hadn't
seen any | ocal tax applied in Dixville and

M1l sfield because they really don't have any
servi ces and, you know, they're

uni ncor porated. They have tinber, and that
revenue would cover it. And the county had a
surplus that would cover if there was a bad
year or a very expensive student or sonething
li ke that. After the conplications around
the PILOT with that facility and MIIsfield
ended up with a huge tax bill, the surplus

was cl eared out of the county to hel p cover
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[WITNESS: LISA SHAPIRO]

that. And the | aw al so changed to protect
t hose communi ti es based around that confusion
around the PILOT program

So this is by a |l ong-w nded way of
saying, going forward we may start to see a
| ower nunicipal tax rate in those
uni ncor porated towns, whereas in the past
t hey weren't paying anyt hing.
I'"malso thinking it was a coupl e years ago,
SB30, and it allows for redevel opnent
di stricts and uni ncorporated places, which is
sort of like mcro comunities for their own
taxati on purposes. Does this -- wll there
be any potential for themto reap sone of the
benefits? Because | would have to imagine
they're al so going to have to expend sone
services for Northern Pass-type activities,
whet her it's, you know, snow renoval or
whatever. | don't know. But is there any
possibility for themin that scenario0?
Wll, if you're tal king about Coos County in
particular, there's a very significant

county-w de tax benefit in Coos beyond j ust

64

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

Q

the paynents in the host conmunities, because
Coos County has a relatively small taxable
base and it's a relatively significant

i nvestnment. So Northern Pass woul d represent
about a 10 percent increase in the
county-w de property values. So, all things
bei ng equal, you'd see a 10 percent reduction
in the county tax rate in Coos County, or you
coul d keep the county rate | evel and increase
spending by 10 percent. So that affects all
of the non-host communities as well. So,

li ke Berlin, for exanple, which | believe has
the |l argest share, the last tinme |I | ooked at
this, they had the | argest share of the
county tax burden for Coos County because
they're the biggest city. So now there's a
shift away fromBerlin paying county taxes to
Nort hern Pass, who would pick up 10 percent
of the tax bill. So all of the communities
woul d get sone relief or additional spending
W thout it costing the taxpayer noney in
Coos.

So as | understand it, if you're an
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[WITNESS: LISA SHAPIRO]

uni ncorporated place it defaults back to the
county and the county reaps the benefits?

A The county does because they don't have any
| ocal services. But we mght see that
changing. Again, it looks like with
MIllsfield and -- | don't know. Wth
Dixville, if The Bal sans i s devel oped, |
mean, we could see a | ot of big changes over
the next 20 to 40 years in those
uni ncorporated places if there is real
devel opnent of housing, and so then we would
see they have a local tax that this would
then help themw th.

Q And that's one of the places where I'm

t al ki ng about a redevel opnent district.

A Yes.

Q | think they're going to be the first ones --
A Ch, okay.

Q -- to do that.

Goi ng back to ny notes, you touched on
the state business tax rate for the business
profits tax. D d you say you used the

8.2 percent nunber, or did you do your
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[WITNESS: LISA SHAPIRO]

A

cal cul ati ons based on the projected changes
over the next few years that were just
passed?

The finance fol ks at Eversource did the

cal cul ation, and that was introduced in the
record in response to Counsel for the Public
asking what the income tax paynents woul d be.
And at the tinme they produced that and did
it, we were still at 8.5 percent. So |I had
not recal cul ated their nunbers using what
should be, at this point looks like it's
going to 7-1/2 percent. So the business tax
estimates that are in ny Suppl enent al

Testi nony under the new | aw are probably 10
to 12 percent |ower because the tax rate's
goi ng down.

If you go to the 7.5 --

If you goto 7.5, it's about a 12 percent
reducti on.

And | think that's schedul ed, what, four nore
years or three nore years? 1'd have to check
nmy notes on that.

Yeah.
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[WITNESS: LISA SHAPIRO]

In terns of how our state apportions the
taxes, it's different than how Massachusetts
and Mai ne and Vernont; correct? Sone wll
use a single sales factor, sone wll use
doubl e sal es and property.

Hnm hmm

So one of the questions | have is: As

Nort hern Pass builds this out, does that
change t he apportionnment strategy throughout
New Engl and? What sort of inpacts does that
have?

| don't think it inpacts what's al ready goi ng
on because Northern Pass, is ny
under st andi ng, woul d be a stand-al one entity
t hat woul d be subject to the business profits
tax. So you'd |ook at Northern Pass, and
under the sales factor, | believe 100 percent
of the sales would be credited in New
Hanmpshi re because they go into the grid in
Deerfield; 100 percent of the property is in
New Hanpshire. And enploynent is 25 percent.
And | suppose it's possible there could be

sone back-office enpl oyees | ocated outside of
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[WITNESS: LISA SHAPIRO]

New Hanpshire, but | would expect the
operations and any enpl oynent associated with
it which is not significant would all be in
New Hanpshire. So | would expect that nearly
all of the profits associated with Northern
Pass would be fully subject to the full
statutory rate of the New Hanpshire busi ness
t ax.

And we doubl e-wei ght the sal es.

Ri ght, we doubl e-wei ght the sales. And
that's 100 percent is going to be New
Hampshire. And property is 100 percent. So
we're really left wth enploynment. And |
would think that all, if not nostly all,
woul d be in New Hanpshire. As | said,

per haps there's sone back-office support of
accounti ng or sonething that m ght
potentially be, you know, in Connecticut or
Massachusetts. But | would expect that nopst
of the enploynent, because it's the
operations, you're going out and inspecting,
you're clearing, that's New Hanpshire

enpl oynent .
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[WITNESS: LISA SHAPIRO]

W Il Eversource go after -- and this is where
I don't know about the whole inventory of
other tax credits that may be available to
t hem
When |'ve | ooked at that, because that's --
you know, sone of the big tax credit in New
Hanmpshire is the net operating |loss. So |
haven't heard anybody predict | osses with
Nort hern Pass. W' ve heard different things
on the Hydro-Quebec side in the early years
and the paynent. But the way that Northern
Pass is structured, they're getting
conpensated for the paynent to recover the
cost and the earnings on the Project. So
don't anticipate any | osses, so there would
be no loss to carry forward.

The other credit that m ght be avail abl e
Is the Community Devel opnent Fi nance
Aut hority. And | don't know -- | think
Ever source does have a history of
participating. Like nost community
busi nesses, they participate in, you know, a

tax credit, like for the Capital Center for
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[WITNESS: LISA SHAPIRO]

the Arts. A lot of the Concord businesses
contribute. So there m ght be sonething |ike
t hat .

Coos County tax credit?

Coos County. And |I know they've done that in
sone other places. So there's a possibility
that the actual paynent to the state woul d be
reduced, but that's because it's going into a
credit to help sonething directly investing

i n New Hanpshire. 1'm not aware of anything
else that would really -- but you're right
about the Coos County. That could be a good
vehi cl e.

| imagine this wasn't in your purview, but
things |ike roons and neal s taxes, did you
get anywhere into that arena? O | guess the
assunption we were given the other day is
that tourismw ||l not be inpacted.

Hrm hnrm  Ri ght.

But there is also the reality of what happens
during, for exanple, construction of the
under ground route when you have a | ot of

busi nesses that nay be suffering sone | osses.
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[WITNESS: LISA SHAPIRO]

If they're a tourismrelated business, that's
a roons and neals tax hit for the state. D d
you take that into account, or do you have
any thoughts on that?

A. Well, | think, | nean, in terns of the roons
and neal s, you have all of this construction
activity going on with all of these fol ks
spendi ng noney on neals as well. And so I'm
not aware that that would be significant. |
nmean, you have that positives. | nean, the
way |'ve seen the estimates of neals and
roons i s people take Iike an after-the-fact
estimate of sone percent of what the spend
is. But | didn't do that. And | don't think
that Ms. Frayer included neals and roons tax
revenue. But | would expect it to go up from
the construction activity because there's
nore people in the state and they're spendi ng
noney on neal s and roons.

Q O course you could have -- well, | nean, but
that's the issue, is that you could have | oss
fromactivity to destinations during

constructi on where the construction trade

72

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

doesn't offset what the nornmal market base
m ght be.

A. | think M. Nichols is really the expert on
that and nore of a substitution effect so
that the dollar still cones into the state.

Q Yeah, | think we kind of hit that. That's it
for ne.

CHAI RVAN HONI GBERG M.
d denbur g.

QUESTI ONS BY SUBCOWM TTEE MEMBER MR COLDENBURG

Q Good aft ernoon.

A Good afternoon.

Q I"'mBill d denburg, Departnent of
Transportation. Engineer, good at math, but
not this math. So | have very limted
questions, but actually about the report.

But one of the things that struck ne, so
it's nore of a clarifying question, in your
report there's a line in there that says it
deals with the project cost. "So, although
total project costs include upgrades and
rel ocati ons of some existing distribution

| i nes and equi pnrent and | and purchases, in
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[WITNESS: LISA SHAPIRO]

order to ensure that the estimted Northern
Pass tax paynents include only new tax
paynents, the total Northern Pass investnent
W t hout rebuil ds and upgrades, nor land, is
cal cul ated. "

Correct.

So it's only the new line. M understanding
is there are, |like, 600 of these towers

i nvol ve noving the existing |line over and
rebui l ding that existing line. So why isn't
that considered a new facility and taxabl e?
It is anewfacility and it will be taxable.
The reason | didn't include it is because
there's an existing facility there right now
that's assessed at various values. It m ght
be at book value. It mght be, as we've been
tal king all day, sonething higher. So

don't know, pole by pole, town by town, how
much val ue there right nowis assessed and
what they're paying. So now you' re comng in
wi th sonething new and that's all taxed. But
I just wanted to make sure | didn't

doubl e-count. Because if you have a
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[WITNESS: LISA SHAPIRO]

relatively depreciated existing line in a
town, but the town is using replacenent costs
and they're valuing it at doubl e the book
value, well, this project essentially com ng
in and replacing it. So |I'mnot sure you can
just add repl acenent cost to repl acenent

cost. There m ght have to be sone offset.

So all of that will be taxed, the $100
mllion or whatever that exact nunber is of
new and noving and the poles. That's all new
plant. That's all taxable. But there's sone
potential offset fromwhat's the existing.
Soit's not all new And | didn't want to

overstate it. And it's pretty conplicat ed,

and | couldn't get like a real easy way to
do it. | have been involved in other
situations where | just included all that as

new. And | could have just put in 100
mllion right into the nodel and taxing it
new, but | didn't want to overstate,
especially now with these towns using

repl acement cost already. Now you're comn ng

and you're actually replacing the cost. |I'm
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[WITNESS: LISA SHAPIRO]

not sure what the new val ue would be from
assessi ng purposes, and each town is
different. So...

Because the other thing | thought | heard you
testify earlier was that, |ike the Coos Loop,

even though that's bei ng upgraded that

isnt -- is that part of the --
That is part. | can't remenber whether it
was $35- to $50 million, the anpunt in the

project that's part of the upgrade. That is
in ny nunbers, so it is included.

Ckay.

What is not included is if that has a benefit
to the operations of the wind farmup there
that's under a PILOT that pays nore taxes the
nore it's operating. So that if the upgrade
to the loop allows the wind farm or the

bi omass facility -- | think it would be nore
the biomass facility -- to operate nore,
their taxes would go up because that's the
way that PILOT works. [It's for the biomass
facility in Berlin. So that part it didn't

i ncl ude. And al so, | believe there's sone
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[WITNESS: LISA SHAPIRO]

unknown potential increnental cost that one
of the engineers testified about, until they
get the | SO New Engl and anal ysis of if there
are additional thermal upgrades to the | oop.
So | didn't include those costs. But they
woul d be taxable. But | don't know what they
are, so | didn't include those.
Ckay. The 20-year depreciation, we went back
and forth, the 20, the 40, is this project
unique with the 20, or is that a standard, a
standard depreciati on nunber today for this
type of facility?
Well, the Project depreciates over 40 years,
which is, | believe, standard for
transm ssi on projects; although, fromthe
record that came up earlier, it |ooks |like
the earlier Hydro-Quebec line was on a faster
depreci ati on because at 26 years it was
al nost fully depreciated, and we're talking
40 years.

There's nothing new here, | nmean in
terns of the depreciation schedules, the

town's versus the utility's assessnent
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[WITNESS: LISA SHAPIRO]

nmet hods. There's not hi ng new here.

But under the property tax scenario, we start
wth a property tax paynent year one and at
year 21 that's zero; correct?

No. | projected for 20 years because |'d
expect to see sone growh in the tax rate.
So it wouldn't be cut in half. It would be
40 years until the depreciated val ue would be
zero. But | think there's a residual val ue
that the assessnent wouldn't go to zero. |
think it would probably stop at sone |evel.
So, for 20 years, | nean, as long as it's in
use, it's going to be paying taxes, in ny
experience in New Hanpshire. They'll find a
way to tax it.

So that was ny second question. W heard a
| ot about the Bow power plant, and that's

i ke 50 years sold. So would that have a

di fferent depreciation schedule or none at
all because of its age and --

Yeah, | nean, now when you get into
generation, it's a whole different story,

because the value of that, it's -- well, now
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[WITNESS: LISA SHAPIRO]

it's getting sold so it'll have a price on
it, presunmably. But the value, for exanple,
of Seabr ook depends on the market. And so
when prices are higher, they're doing better.
And when prices are |ower -- when we're
tal ki ng about a transm ssion or distribution
line, especially wth Northern Pass where
it's a transm ssion line, we'll know what the

costs are. There's, you know, a | ong-term

contract for the recovery of the costs. It's
not a nystery about what the revenue w || be.
It will be open books. It's not |like the

bi onass facilities. They don't open their
books. W don't really know what their

profits are. This is regulated. The books

are open. W'Ill know what the incone is.
We'll know what the assessed -- the net book
val ue is.

Ckay. Because a |lot of ny questions | think
were covered by M. Witley because | had
questions about the abatenent, because,
knowing little about this, we heard a | ot of

public testinony about, | guess, taking the
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[WITNESS: LISA SHAPIRO]

whol e tax abatenent and t he whol e pl edge and
everything el se at face val ue and peopl e not
believing it because of the history. And you
saw the 200 tax abatenents that are
currently -- | think people were a little
| eery about believing that. And from what
|*ve heard, it sounds |like there's so nany --
and | don't know if this is a product of the
| aw and all that -- so nany different ways to
assess the value, that it nakes it hard to
have a consistent nunber. |It's not just one
formula. There's five different nethods.

So is that one of the reasons why we
saw -- | nean, we went from 2009 with 2
abatenents to 2010 with 9 and then this huge
i nflux of 100 and then 200 the next year.
WAs there a reason behind that huge rise of
t ax abat enents?
Well, the towns have hugely increased the
assessed value. They've, you know, hired
their consultants who have reviewed it and
have a different belief on the value, and

t hey believe, using other nethods, that it's
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[WITNESS: LISA SHAPIRO]

much higher. The utilities feel they have a
financial duty to | ook out for the

rat epayers. Because now we're tal king about
|l i ke PSNH or the Co-Op's lines or Unitil,
where they have a duty to try and keep the
taxes at what they think is appropriate and
fair. So they're going to go in and ask for
an abatenent if they believe that the town's
met hod i s higher than fair market value. So
t hat has accelerated, in ny experience. The
nunber of communities assessing at a nuch

hi gher val ue has accel erated over recent
years. And you see that in the abatenent,

t he nunber of abatenents.

And | think | had testified earlier that
years ago when | | ooked at this for
utilities, overall when you added all the
assessed val ues across all the | ocal
communities, it actually ended up bei ng cl ose
to net book. And that's not true anynore
because so many of the towns have hired fol ks
and have been successful in doing that. O

course, it's still inlitigation. And in
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[WITNESS: LISA SHAPIRO]

Bow, those assessors |lost and the utility won
and the superior court adopted sonething
closer to net book. So the difference that
you see -- it's always been litigation. W
heard M. Wiitley ask -- you know, you heard
cases from'54 and way back. But the nunber
of communities using the nmethods that yield a
hi gher nunber than the utilities' traditional
nmet hod has greatly accel erated; so,

therefore, the utilities have gone in and

| ooked at abatenents. | nean, | think PSNH s
taxes went up, like, 40 percent in just a
coupl e years.

Is that just -- do you think that's a | ack of
under st andi ng by the assessors of what the
value of the utility is? O is it just a --
is it a lack of a standardi zed net hod of

cal cul ati on?

Yeah, | nean, | think the biggest problemis
there is no standard nethod, and it

creates -- you have speci al - purpose property.
You know, it's not |like the residenti al

community where you can | ook at a sanple of
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[WITNESS: LISA SHAPIRO]

the sales and get a good idea. So there's no
one standard. And then |I do think the
communities are | ooking for ways to --
there's been a | ot of cutback of state noney
to comunities in the | ast few years.
Retirenment subsidy went away. A |ot of
revenue sharing was reduced that went to the
communities. And there are sone of these
met hods, and there are appraisers that
bel i eve the value is higher than what the
utilities believe. And the communities see
an opportunity to, you know, shift nore of
the burden to the utilities than what they

al ready are taking, so they' ve nade that

effort.

Ckay. And lastly, I'mnot sure if this falls
under you or if it's M. Chalners. | think
it is, like on the residential property tax.

So | think one of the things, and I
don't know if Ms. Pacik was getting to this,
was this project has a nunber of abutters
t hat believe that the view of the towers or

the i npact of the Project could actually
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[WITNESS: LISA SHAPIRO]

decrease the property val ues, their property
values. So is that -- and | don't know if
this is your purview or not. |Is that taken
into account? So the Project itself is going
to increase the property val ues, but the
Project itself, on the abutting properties,
could lower their property values. So is
there an offset there?

Right. A couple things to answer that.

First of all, M. Chalners is the expert that
has | ooked at the values, and it's ny
under st andi ng he concl uded there's no

mar ket -l evel inpact. |In Kavet & Rockler's
report, they do have a whole chapter on this.
But the way | understood it, there's a
sentence in there, they decided it was not a
significant inpact on the aggregate doll ar
armounts. Because renenber, we're adding $1.6
billion. So you have to get an awful | ot of
offset to get anything even within the ranges
of ny estimates. So, even Kavet & Rockl er
concl uded that that was insignificant and

therefore did not include that in there as an
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[WITNESS: LISA SHAPIRO]

offset in the estinmate.
Q Ckay. That's all the questions |I have.
CHAl RVAN HONI GBERG Al |
right. W're going to take a ten-mnute
break and then resune with the rest of the
Commi tt ee.
(Recess taken at 3:14 p.m, and the

hearing resuned at 3:25 p.m)

CHAl RVAN HONI GBERG Al |
right. Ms. Dandeneau.

QUESTI ONS BY SUBCOWM TTEE MEMBER Ms. DANDENEAU:

Q Hel | o, Dr. Shapiro.

A Hi .

Q | only had a few questions, and they've
actual ly been answered. But | had one thing
| wanted to clarify.

Did | hear you correctly when you were
conversing with Comm ssioner Bailey that you
said that no PILOT agreenents would apply for
any of the towns associated with the Northern
Pass Transm ssi on?

A My understanding is the PILOT | aw, you're not

allowed to utilize -- a town nay not utilize

85

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

a PILOT lawwith this type of project.

Q Ckay. That was ny only clarification. Thank
you.

CHAI RVAN HONI GBERG. Ms.
Weat her sby.

MS. WEATHERSBY: | have no
questi ons.

CHAI RVAN HONI GBERG M.
Wi ght.

DR WRI CHT: Thank you, M.
Chai r man.

QUESTI ONS BY SUBCOWM TTEE MEMBER DI R WRI GHT:

Q Good afternoon. Before the break | had two
questions for you, but in quickly rereading
your suppl enental testinony, | only have one
now. So you corrected one thing that |
want ed to ask.

A Ckay.

Q So | just want to understand straight |ine
depreci ation at 2-1/2 percent.

A. Ckay.

Q And |I'm | ooking at your Figure 9 on Page 16

of your report. And ny first question was
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[WITNESS: LISA SHAPIRO]

goi ng to be about the NPT book val ue price
there, but | see you corrected that in the
report --
Ri ght.
-- added the three zeros --
Ri ght.
(Court Reporter interrupts.)
Sorry -- and added the three zeros to that

colum. So thank you for that.

So when you go 2-1/2 percent fixed rate,
you apply that 2-1/2 percent to the value in

year 2019 and that gives you a fixed dollar

anount that you're reducing and that's the
nunber that carries forward each year
thereafter; is that correct?

Correct.

Ckay. This is the way ny engi neering brain

works. So it's not 2-1/2 percent of the
previ ous year every year.

No.

It's that fixed reduction every single year,

hence the term straight |ine depreciation;

correct?
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[WITNESS: LISA SHAPIRO]

A Correct.
Q Ckay. So what that really neans is over a
20-year period at 2-1/2 percent, you get

50 percent reduction in the book val ue.

A Correct, assumng no additions to the plan.
Q That answers ny question. Thank you
CHAI RVAN HONI GBERG | have no
questi ons.

M. lacopino, do you have any
questions for Dr. Shapiro?
QUESTI ON BY SUBCOWM TTEE COUNSEL:
BY MR | ACOPI NO.
Q Just one question, and it relates to the
concern expressed by Ms. Paci k.

Are you aware of any nethod of val ui ng
property for assessnent purposes that m ght
take into consideration that the property has
t he benefit of a conservation easenent on
anot her piece of property?

A ' mnot aware of a generic nethod, but | am
awar e of devel opnent projects that |I've
wor ked on where the fact that there was an

exi sting conservation easenent and a
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[WITNESS: LISA SHAPIRO]

mtigation for sonething, it nade the

devel opnent of the Project | was working on

| ess expensi ve because we were able to

pi ggyback on it or they'd gotten extra credit
for the same inpact fromthat project. So
it's nore like a case study. |'mnot sure
there's a generic nethod. You' d have to | ook
at the particul ar project.

You have nmuch nore experience in dealing with

abat enents and t he Bureau of Land and Tax

Appeals. Is it sonething that coul d be
claimed by a community -- by a town or a city
and ultinmately, | suppose, be the subject of

litigation which mght finalize the issue for
t hat particul ar property?

| think it coul d. | nean, I"'mnot -- | don't
know enough to know. | don't know if there's
a history wwth that particular issue that's
been litigated. M/ experience has been only
case studi es for devel opnent of specific
projects. But it seens |like conceptually, I
don't know why it couldn't be put forward as

a nethod and liti gated.
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[WITNESS: LISA SHAPIRO]

MR. | ACOPINO No ot her
questi ons.

CHAl RVAN HONI GBERG Al |
right. Does anyone fromthe Conmmittee have
anyt hi ng el se?

[ No verbal response]

CHAl RVAN HONI GBERG Al |
right. M. Needl enan, do you have any
further questions for Dr. Shapiro?

MR. NEEDLEMAN: | do. Just a
little bit.

REDI RECT EXAM NATI ON

BY MR NEEDLENAN:

Q Dr. Shapiro, let ne start with some questions
that M. Roth asked you regardi ng project
costs and whet her you coul d have been
confident in the estimated costs. | want to
put Exhibit 193 up. This is a portion of the
testinony fromthe construction panel. And |
think the i ssue you were trying to recall was
whet her or not fixed-price contracts had been
put in place that woul d have provi ded

certainty on those costs. Did you have a

90

{ SEC 2015- 06} [Day 23 AFTERNOON SESSI ON ONLY] {07-21-17}




© 00 ~N oo o b~ w N P

NONNN R R R R R R R R R R
w N P O W 0N o U~ W N P O

[WITNESS: LISA SHAPIRO]

chance to |l ook at this transcript reference?
(Wtness revi ews docunent.)
A Correct. Yes. So this is how !l recollected
it. | wasn't sure, but this clearly states
M. Johnson saying they had fixed prices.

Q And so this was what you were relying on?

>

Yes.
Q Ckay. M. Roth also asked you about whet her
you accounted for, and | think the word he
used was the "burden" on state agencies
regarding the Project. You asked M. Roth
what he nmeant regarding "burden,"” and he
ticked off a list of things he thought the
state would have to do. To ne, the
i nplication seenmed to be that the
construction of the Project would require the
State, through it's environmental officials,
t o expend resources because of the Project.
Is it your understanding that what the
state environnental officials would be doing
woul d be nonitoring inplenmentation of permts
t hat they issue during the nornmal course of

their duties?
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Yes.

And were you aware that Northern Pass paid in
excess of $1.4 million in permt application
fees for those environnmental permts, and
those fees are neant to cover the kinds of
things M. Roth was concerned about?

| knew there was a fee. | didn't realize it
was that high and it was specifically to
cover that area.

So with that information in mnd, does that
have any rel evance to you?

It does. It seenms to nme that any costs are
conpensated through the fee in part of the
normal course of the requirenents of the
agency.

There was back and forth between you and M.
Roth regarding Ms. Frayer's testinony and
this issue of the percentage of property
taxes that would go into spendi ng, whether
she thought it was 100 percent or 50 percent,
and M. Roth pointed you to a transcri pt
reference from M. Pappas's cross-exani nation

of Ms. Frayer where she said that she was
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[WITNESS: LISA SHAPIRO]

>

al l ocati ng 100 percent to spendi ng.

What | want to do is put Exhibit 194 up,
which is the redirect of Ms. Frayer where we
went back to this issue and she clarified
that point. Can you take |ook at that,
pl ease?

Yes.

(Wtness revi ews docunent.)
So if you could read the bottom of that page,
t hat was ny question to Ms. Frayer about this
I Ssue.
Ckay. The question from --
You don't have to read it into the record.
| don't have to read it. You want nme to read
it --
I just wanted to nmake sure you | ooked at it.
Ckay. | got it.
So if everyone's seen it, let's go to -- |
want to see her answer now.
Ckay.
So her answer was that, in fact, she was
i ncorrect or she m sspoke. And to summari ze

it, she in fact took 50 percent; is that
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[WITNESS: LISA SHAPIRO]

correct?
A Correct.
Q And so was that consistent with your

under st andi ng?

A Yes.
Q And does that clarify this issue now in your
m nd?

A Yes, it does.

Q At one point --

MR. ROTH: M ne, too.

BY MR NEEDLENAN:

Q At one point M. Wiitley asked you about the
tax pledge. Wre you aware that during the
devel opnent of this project, towns and others
expressed concerns about the taxes Northern
Pass woul d pay, including sone assertions
t hat Northern Pass woul d chal | enge taxes and
pay little or no taxes in the future?

A Yes.

Q And so is it your understanding that the tax
pl edge was neant to address those concerns
and not to bind towns?

A. Yes.
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[WITNESS: LISA SHAPIRO]

And we don't have to pull it up, but
Applicant's Exhibit 6, which is the tax
pl edge, have you | ooked at that?
| have.
And when you | ook at that, there's only one
signature line on that pledge, and that's for
Nort hern Pass; isn't that correct?
Correct.
So the towns aren't even obligated to sign
t he pledge; isn't that correct?
Correct.
When Ms. Paci k was questioni ng you, she asked
you about property taxes in Concord and the
i mpact that it would have. Do you recal
t hat ?
| do.
And | think you said that the estinmated
t axabl e value of the Northern Pass Project in
the city of Concord would be $45 mllion; is
t hat correct?
Yes.
MR, NEEDLEMAN: | want to put

up Exhibit 195. You're going to have to bl ow
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[WITNESS: LISA SHAPIRO]

that up so people can read it.

BY MR NEEDLEMAN:

Q

This is a docunent from Concord, city records
showing -- well, why don't you explain to ne
what it shows.

Ckay. This is fromthe city listing the top
ten property taxpayers in the comunity by
their assessed values. So the first line is
Wheel abrator. That's the trash-to-energy
facility. So they're the No. 1 taxpayer in
Concord, the highest taxpayer, and they're
assessed at $52 mllion.

All right. And not to interrupt you, but
just to get to the point, but using the
nunber of $45 mllion for Northern Pass's
assessnment, if they were introduced into
here, where would they fall in ternms of top
t axpayers in Concord?

They' d becone the third | argest taxpayer in
Concor d.

And then Ms. Paci k al so asked you about

60 Regi onal Drive, and you asked Ms. Pacik

how | ong has the property been vacant. Do
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[WITNESS: LISA SHAPIRO]

you recall that?
| do.

M5. PACIK: Can | just object
for a nonent?

CHAI RVAN HONI GBBERG  Sur e.
There's not a question, but would you like to
wait for the question about it?

M5. PACIK: No. In terns of
this exhibit that he just showed, | really
don't see that being redirect in terns of
responsive to anything | raised in terns of
who t he hi ghest taxpayers are in the city of
Concord. I'mtrying to --

CHAI RVAN HONI GBERG | think
you asked about property taxes in Concord and
t he anount of property [sic] that Northern
Pass would bring to the city, didn't you, and
whet her it was --

MS. PACIK: It was undi sputed
that it was $45 mllion.

CHAl RVAN HONI GBERG  And it
seens perfectly appropriate for redirect to

contextuali ze that nunber, doesn't it?
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[WITNESS: LISA SHAPIRO]

M5. PACIK: It seens like if
this was an exhibit they wanted in earlier,
they could have. | didn't see how this had
any direct bearing to the questions that |
asked.

CHAl RVAN HONI GBERG  To t he
extent that there's an objection to a
question that hasn't already been answered,
it's overrul ed.

M5. PACIK:  Ckay.

BY MR NEEDLENAN:

Q Goi ng back to 60 Regional Drive for a nonent.
You asked Ms. Pacik how long it had been
vacant. Wuld it surprise you to learn that
t he | ot was approved for subdivision in 19907

A. No, it would not.

Q And so given that it was approved in 1990, is
it fair to conclude that it has been vacant
since that approval ?

A Yes.

Q One final point. You testified nmultiple
times, including in response to M. \Witley's

questioning, that you used net book val ue
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[WITNESS: LISA SHAPIRO]

because it's conservative and provides a
m ni mrum | evel of property taxes that woul d be
paid to towns; is that correct?
Correct.
So, hypothetically, if you're wong and M.
Whitley is correct, that another |ess
conservati ve approach is really the proper
val uati on net hod, and that were applied to
this project, doesn't that nean that the
property taxes paid would be higher and this
aspect of the Project benefits would be even
greater than you estinmated?
Yes.

MR. NEEDLEMAN:  Thank you.
Not hi ng further.

CHAI RVAN HONI GBERG Al |
right. | think, then, we are done with Dr.
Shapiro and we're done wth the business that
we're going to transact today. The next tinme
we're together will be next Thursday and
Friday for site visits up north, and then the
follow ng week | believe we're here Minday

t hrough Thursday. |Is that correct?
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[WITNESS: LISA SHAPIRO]

100

MS. MONRCE: Yes.

CHAI RVAN HONI GBERG  And who's
t he next w tness up?

MR. NEEDLEMAN: We'l| start
wth M. Chal ners.

CHAI RVAN HONI GBERG Al |
right. Anything else we need to do then
bef ore we adj ourn?

[ No verbal response]

CHAI RVAN HONI GBERG: We are

adj our ned.

(Hearing concluded at 3:37 p.m)
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[WITNESS: LISA SHAPIRO]

CERTI FI CATE

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

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

financially interested in this action.

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