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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

AFTERNOON SESSI ON
(Resuned at 1:40 p.m)
CHAl RWOVAN MARTIN:  On the
record now for real
Ms. Robidas, if you could
swear in the additional wtnesses, | would
appreciate it.
(VWHEREUPQON, ANN E. BULKLEY AND PRADI P
CHATTOPADHYAY were duly sworn and
cauti oned by the Court Reporter.)
ANN E. BULKLEY, SWORN
PRADI P CHATTOPADHYAY, SWORN
CHAl RWOVAN MARTIN:  And M.

Fossum are you starting on this one?

MR, FOSSUM | can. Yes, |
can do that. So |l wll -- M. Horton has
al ready been qualified, so |l will skip over

that and just address Ms. Bul kl ey for now.
DI RECT EXAM NATI ON
BY MR FOSSUM

Q Ms. Bul kl ey, could you pl ease state your

name, position, and your responsibilities for

t he record.
A (Bul kley) Yes. M/ nane is Ann Bul kley. I

a senior vice-president wth Concentric
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

A
Q

Energy Advisors. And ny area of expertise
woul d be the cost of capital and val uation
matters within the practice.

And have you previously testified before this
Commi ssi on?

(Bul kl ey) | have not.

And in light of that, could you very briefly
give a sunmmary of your background and

experi ence.

(Bul kl ey) Sure. M educational background is
econom cs and finance; econom cs and finance
as an undergrad, and econom cs from Boston
University as a naster's. | have about 25
years in the industry in consulting to the
energy industry. And nost of that has been
focused on cost of capital and val uation
matters over that tinme. | think I've
testified on the cost of capital on the order
of about 50 tines.

Now, Ms. Bul kl ey, back on May 28, 2019, did
you file testinony and attachments that have
been included in the Conpany's initial case
and whi ch have been marked as Exhibit 97

( Bul kl ey) Yes.

And was that testinony prepared by you or at
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

your direction?

(Bul kl ey) Yes, it was.

Do you have any corrections to that testinony
t his afternoon?

(Bul kley) No, | don't.

And do you adopt that testinony as your
testinony for this proceedi ng?

( Bul kl ey) Yes.

And simlarly, did you file testinony and
attachnents as part of the Conpany's rebuttal
on March 4th, 2020, in what has been narked
as Exhibit 492

(Bul kl ey) Yes, | have.

And was that prepared by you or at your

di recti on?

(Bul kl ey) Yes.

Do you have any corrections to that this

af t er noon?

(Bul kl ey) No, | don't.

And do you adopt that as your testinony for
this proceeding as well?

(Bul kl ey) Yes.

And finally on this line, did you file

suppl enental testinony on July 16, 2020, and
whi ch has been marked as Exhibit 527
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

(Bul kl ey) Yes, | did.

And was that testinony |ikew se prepared by
you or at your direction?

(Bul kl ey) Yes.

And do you have any corrections to that
testi nony?

(Bul kl ey) No, | don't.

And do you |li kew se adopt that as your
testinony for this proceedi ng?

(Bul kl ey) 1 do.

Ms. Bul kley, did you participate in the

di scussi ons and negoti ations and drafting of
the settl ement agreenent that's pendi ng

bef ore the Conmm ssi on?

(Bul kley) No, | did not.

But are you nonetheless famliar with the
terms of that agreenent, at |east insofar as
It pertains to ROE and capital structure?
(Bul kley) Yes, | am The terns in the

settl enent agreenent that relate to cost of
capital and capital structure are in
Section 8 I'mfamliar wth that section.
Ckay. Then | just basically have really just
a coupl e of questions for you.

First, with respect to the return on
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

equity that's specified in that Section 8
that you just referenced, how does that align
Wi th your understandi ng of appropriate
returns for conpanies |ike PSNH?

A. (Bul kley) So 9.3 percent is within the range
of returns that have been recently
authorized. In ny rebuttal testinony at
Page 12, | prepared a scatter plot of the
vari ous authorized ROEs for electric
utilities for the past ten years. And if you
| ook at that scatter plot, it denpnstrates
that the 9.3 percent is in the range, but at
the low end. Now, that data ends as of
January 31st, 2020. But | followthis on a
regul ar basis and would say that the scatter
plot for this year, while it probably has
fewer data points than other years, is
consistent in terns of an overall range. So
the 9.3 percent would be within that overall
range for 2020 as well, at the | ower end.

Q And so then is it your position that that
return on equity is reasonabl e?

A (Bul kley) In the context of an overall
settlenent, sort of the give and take of a

settlenent, I would say that it's reasonabl e.
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

It was at -- it would not have been ny
recommendati on because it is at sort of the
| oner end of the results. But taking into
consi deration the overall settlenent and the
trade-offs that occur in the context of a
settlenent, | would say that in that context
it is reasonable, and it is, like |I said,
within the range of returns that have been
aut hori zed.

Q And | i kew se, there's a specified capital
structure in that Section 8. What's your
under st andi ng and assessnent of the capital
structure as specified?

A (Bul kl ey) The capital structure is within the

range that was established by the proxy group

that | presented in ny direct testinony, and
| believe | updated as well in ny rebuttal.
So, again, | think that that's an appropriate

capital structure.

MR FOSSUM And | think
that's what | have for direct.

CHAl RWOVAN MARTIN: Al right.
Thank you.

M. Kreis.

MR. KREI'S: Good afternoon,
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

ever ybody.
DI RECT EXAM NATI ON
BY MR KREI S:
Q Good afternoon, Dr. Chattopadhyay. Wuld you
be ki nd enough to identify your nane and

title for the record. You have to unnute

your sel f.
A (Chatt opadhyay) Yeah. |'mPradip
Chat t opadhyay. |'mthe assistant Consuner

Advocate, and | represent New Hanpshire OCA.

Q And you have testified before the Comm ssion
on previ ous occasions; correct?

A (Chat t opadhyay) Yes, | have.

Q Turni ng your attention to what has been
marked for identification as Exhi bit No. 25,
that is a docunent titled "Testinony of
Pradi p Chattopadhyay and Attachnents,"” and
It's dated Decenber 20th, 2019. |Is that the
witten prefiled direct testinony that you
prepared and | filed with the Conm ssion on
Decenber 20th of |ast year?

A (Chat t opadhyay) Yes.

Q And does that reflect your assessnent of what
an appropriate return on equity and capital

structure woul d have been for Eversource back
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

on Decenber 20th of |ast year?

A (Chatt opadhyay) That is correct. Yes.

Q And so if we held this particul ar hearing
back on Decenber 20th and | asked you all of
the questions that are laid out in that
witten prefiled direct testinony, those are
the answers that you would have given; is
that a fair statenent?

A (Chat t opadhyay) Yes.

Q And do you happen to renenber what return on
equity you recommended to the Conm ssion for
Ever source back on Decenber 20th of 20197

A (Chatt opadhyay) To the best of ny
recollection, if |I talk about the range, it
was from9 -- sorry --

(Court Reporter interrupts.)

A (Chat t opadhyay) 8.25 percent -- sorry -- 8.15
percent to 8.35 percent. And the point
estimate, to the best of ny recoll ection, was
8.27 percent. And |I'msaying to the best of
ny recoll ection because at the sane tine |
also filed testinony in the Liberty Uilities
rate case.

Q Thank you. Turning your attention now to

what has been marked for identification as

10
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

11

Exhibit No. 53. That is a docunent titled
"OCA Updated RCE Testi nobny and Attachnents.”
It's dated July 16, 2020. | s that an exhibit
that you wote and prepared and that | filed
wi th the Conm ssion back on July 16th?

A (Chat t opadhyay) Yes, | did.

Q And is it fair to say that that updated RCE
testinony that you filed back on July 16th
refl ects your assessnent of what a reasonabl e
return on equity and capital structure for
Ever source woul d have been back on July 16t h?

A (Chatt opadhyay) That is correct. Yes.

Q And so if this hearing had been held back on
July 16th and | asked you all of the
questions that are reflected in the witten
questions that are in Exhibit 53, the answers
that are witten down in Exhibit 53 are the
answers that you would have given; correct?

A (Chat t opadhyay) Correct.

Q And do you happen to recall what return on
equity you were recommending as of July 16?

A (Chat t opadhyay) Yes, | do. The point
esti mate was 8. 64 percent, and the range that
I had recommended was 8. 55 percent to

8. 75 percent.
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

And | assune, Dr. Chattopadhyay, that you are
aware that the settlenent agreenent that we
are here asking the Conmm ssion to approve
reconmends a return on equity of 9.3 percent;
yes?

(Chat t opadhyay) Yes.

So, obviously, 9.3 percent is in excess of
the 8.64 percent that you were recommendi ng
back on July 16, and it's significantly in
excess of the return on equity you were
recommrendi ng back i n Decenber of 2019. Could
you explain to the Comm ssion -- well, first
of all, do you agree that 9.3 percent is a
just and reasonable return on equity for the
Conmmi ssion to approve here in this proceeding
now?

(Chat t opadhyay) Yes, | do.

And coul d you explain why you have that

opi nion, given that 9.3 percent is
substantially higher than the returns that
you were recomendi ng both in Decenber of
2019 and July of 2020.

(Chat t opadhyay) As is understood when we
settle, we look at all the noving parts. And

overall, |l ooking at other parts, | am nore

12
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

13

than confortable with 9.3 percent as being
the recommended ROE in the bigger schenme of
things. So as part of the settlenent,
representing the interest of residential

rat epayers, we have nornally been able to
accommodate significantly lower ROE relative
to what was requested by the Conpany in its
original petition. W have al so included
provisions to allow, for exanple, an
assessnent of advanced netering functionality
for possible deploynent in the future. W
have accommbdat ed better accounti ng of
nmetering previously put in place. And we
have al so i ntroduced the Arrearage

For gi veness Program - -

A. (Chat t opadhyay) -- which | think is expected
to begin in 2022. [|I'm al so excited about the
I ntroduction of --

(Court Reporter interrupts.)

A (Chatt opadhyay) |'m al so happy that we have
ti me-of -use rates we can consider for the
future. And apart fromthat, there's also
the fact that the Conpany has to go for the
busi ness process review and -- (connectivity

I ssue)
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

(Court Reporter interrupts.)

(Chatt opadhyay) So let ne start again wth
what | nentioned about a few things that I
find i nportant to us as representing OCA.
One of themis the rate design itself. W
have -- | know t he Conpany is going to be

| ooking at tine-of-use rates for the near
future, and that's going to be happening in
active consultation with parties |i ke OCA

' mal so happy that we have been able to
keep the residential customer charge at the
sane level as was set in the tenporary rates
phase.

Moreover, it's good to say that the
Conpany has agreed to a busi ness process
review audit, which will be actually overseen
and conducted by Staff.

So all of that -- and, you know,
finally, I would also say the fact that the
cost of debt had gone down significantly wth
t he i nfusion of additional debt and the final
capital structure and the change in the
capi tal structure marginally, but, you know,
towards a small er percentage for equity. Al

of that in the bigger schenme of things is

14
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

hel ping us to conclude that the RCE of

9.3 percent is very reasonabl e.

So | just want to nmke sure | understand what
you just said, Dr. Chattopadhyay. You listed
a nunber of elenents of the settl enent
agreenent that you regard as capabl e
checkcheck to the residential ratepayers that
the proceeding represents. | think the

i nport of what you just described is that

t hose features of the settl enent agreenent
justify a certain degree of forbearance from
the OCA with respect to how hard we push the
Conpany on return on equity. Wuld that be a
fair statenent?

(Chatt opadhyay) That is a fair statenent.

In addition to that, have conditions in the
econony changed si nce Decenber of 2019 in
ways that would affect a return on equity
that woul d be just and reasonable for a
utility Ii ke Eversource?

(Chat t opadhyay) Yeah. The testinony that |
filed in July, even if | |ook at the range,
roughly it went up | think by, |ike, 40 basis
points. So there was a shift of the range.

And that was in -- so that got reflected in

15
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

ny analysis, and that was filed in July as
t he suppl enental testinony. So we have
nmoved, you know, towards 9.3 principally
because of the change, you know, in the
econony due to the COVI D-19 pandem c.

And since you have asked nme this
question, | usually do this; | also | ook at
what's going on currently. And | can confirm
t hat even | ooki ng at what was going on, let's
say -- (connectivity issue)

(Court Reporter interrupts.)
(Chatt opadhyay) So as | usually do, just for
ny own education, | go back and | ook at what
the situation is currently. So | did sone
anal ysis, nmaybe |ike |ast week, 19th or 20th
of this nonth, and the nunbers are very
simlar to where | was in July. And all of
that is consistent wth nmy understandi ng that
wth the COVID- 19 situation, the allowed --
sorry -- the return on equity, the narket
return on equity has gone up.
You nentioned the Liberty rate case a few
m nutes ago. And if nenory serves, that was
Docket DE 19-064. And could you conmment on

how the return on equity in this settl enent

16
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

17

agreenent of 9.3 percent conpares to the
return on equity that was in the Liberty
Uilities electric rate case settl enent
agreenent that has al ready been approved by

t he Conmm ssi on?

(Chatt opadhyay) Yes. The return on equity in
t he other rate case, the DE 19-064, the

Comm ssion has allowed 9.1 percent. And, you
know, so that is slightly |lower than what's
been recommended here. That is
under st andabl e, because when we di scussed
9.1, you know, at that tinme | think it was
based on, to the best of ny recoll ection,

I nformation before the COVID- 19 started.

And the other point is that the other
conpany has decoupling to reckon with, and I
know t he Commi ssion tends to reduce the
return on equity on account of that.

Thank you. | think I just have one | ast
question to ask you, Dr. Chattopadhyay, and
it has to do with the agreed-upon capital
structure in the settl enent agreenent.
That's in Section 6.2, which says the
settling parties agreed on a capital

structure of 54.4 percent equity and
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

18

45. 6 percent debt to be used for purposes of
determ ning the Conpany's revenue
requirement. |s that capital structure just

and reasonabl e, in your opinion?

A. (Chat t opadhyay) Yes, it is. | tend to | ook
at the ranges. |I'mless -- what should I
use -- I'mless fixated by having a precise

nunber when you're | ooking at the capital
structure. But | think | ooking at the proxy
groups for not only the ones that | had but
al so what the Conpany's w tness had, overall
|*'mperfectly happy with that capital
structure, and, you know, | find it
reasonabl e.

Q Thank you.

MR. KREI'S: Madam Chai r woman,
| believe those are all the questions | have
for my wtness on direct exam

CHAl RMOVAN MARTIN:  All right.
Ms. Am don, do you have any direct questions
for this panel?

M5. AMDON: | have a couple
of questions for M. Chagnon. They're very
bri ef.

DI RECT EXAM NATI ON
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

BY M5, AM DON:

Q
A

Q

Good afternoon, M. Chagnon.
(Chagnon) Good afternoon.
It's correct that you did not file testinony
on RCE or capital structure; is that right?
(Chagnon) That's correct.
However, you did participate in the
settl enment discussions, as you previously
indicated; is that fair to say?
(Chagnon) Yes.
What are your conclusions overall, then
| ooki ng at the provision regardi ng capital
structure and return on equity? Do you
believe that the settl enent agreenent
reflects a reasonabl e resolution of issues
that the parties may have had?
(Chagnon) Yes, | do.
And you find that provision to be consistent
wth the result of just and reasonabl e rates;
Is that correct?
(Chagnon) Correct.
Ckay. Thank you.

M5. AMDON:. That's all
have.

CHAl RMOVAN MARTI N All right.

19
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

Thank you.

Conmi ssi oner Bail ey.

| NTERROGATORI ES BY COWM SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q

Dr. Chattopadhyay and M. Chagnon, | asked a
question earlier about the capital structure.
And | understand that you both believe the
capital structure is reasonable. But given
the | ow cost of debt right now, would it be
nore reasonabl e to expect the Conpany to take
out nore debt and |lower the rate of return
for custoners? You know, would that be nore
fair? M. Chattopadhay.

(Chat t opadhyay) Yeah, at the nmargin,
certainly that is possible. Again, when we
set the allowed return on capital, we have
actually nmoved a little bit away from what

t he Conpany had requested. So it's -- to the
best of nmy recollection, it was closer to

54. 8-sonet hi ng, and we' ve gone down to 54. 4.
That is partly because of the infusion of
addi ti onal debt. And so, yeah, | nean,
nmechani cally speaking, if | had nore of that,
the return on capital, the cost of capital

woul d have gone down.

20
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[WITNESS PANEL: BULKLEY|HORTON|CHATTOPADHYAY|CHAGNON]

But this is also about trying to
understand ri sks. And when you have nore
debt, debt gets the priority in terns of
havi ng to repay whoever you owe it to. And
that, as opposed to equity, which, yes,
you' re being all owed a higher return, but
it's not guaranteed. So there is that
el enent of risk that needs to be understood.
And it's not sinple. Therefore, it's in ny
opi ni on, when you're | ooking at proxy
conmpani es, proxy group conpani es, you want to
get a sense of where those nunbers are for
the different conpanies and be confortable
w th whatever you have -- what we have agreed
to here. And so to ne, that is one of the
aspects that can be discounted. And I'm
quite confortable with the capital structure
as has been internalized, you know, w thin
the settlenent netrics.

Thank you. M. Chagnon, do you have anyt hi ng
t hat you want to add?

(Chagnon) Only that in the context of the
overall settlenent, Staff does believe that
the ROE and the capital structure is a

reasonabl e conprom se and that it is just and
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reasonabl e.
Q Ckay. Thank you.

COW SSI ONER BAI LEY: That's
all | have.

CHAI RAOVAN MARTI N: | don't
have any other questions on that. 1Is there
any redirect?

MR. FOSSUM Yes, | do have
one --(connectivity issue)

(Court Reporter interrupts.)

MR KREIS: | just said | had
no questions on redirect.

MR. FOSSUM Thank you.

REDI RECT EXAM NATI ON

BY MR FOSSUM

Q Ms. Bul kley, did you just hear the question
t hat Conmi ssi oner Bail ey addressed to Staff
and the OCA regardi ng additional debt
I ssuance?

A (Bul kl ey) Yes, | did.

Q And do you have an opinion or judgnent on
t hat sane issue?

A (Bulkley) I do. | think there are a couple
of inportant things to note that happened as

a result of the pandemic. The first is that,
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back in April, S&P downgraded its outl ook on
the entire utilities industry with concerns
about the effects of the pandem c on the
utilities industry. And then nbst recently,
early in Cctober, S&P issued a report that
t al ked about the covered rati os associ at ed
Wi th conpanies nore generally. So it covered
nore than just the utilities segnent. And in
that report they identified that utilities
were -- had anong the | owest interest
coverage ratios. And so that's | think an
I mportant consideration. This particular
article that S&P i ssued was | ooking at the
covered ratios of conpani es and bei ng
concerned about whether or not they could
meet their debt coverage ratios. So | think
it's really inportant to note that utilities
are already considered very highly | everaged,
so addi tional debt | don't think would be
perceived well by the credit rating agenci es.
Thank you.
(Bul kl ey) Sure.

MR. FOSSUM That was the only
question | had.

CHAl RMOVAN MARTI N All right.
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Thank you for that. It |ooks |like then we
are done with this panel, although, two of
the witnesses are staying on for the next
panel. Do | have that right?
[ No verbal response]
If we could get Ms. Menard and
M. Dudl ey.
MS. AM DON: Madam Chai r woman,
I would just say that ny co-counsel, Scott
Mueller, is going to qualify M. Dudley as a
w t ness and nmay ask additional questions.
Thank you.
CHAl RMOVAN MARTI N Ckay.
Thank you for letting ne know.
Ms. Robi das, could you swear
in the two additional w tnesses.
( WHEREUPQON, ERI CA MENARD AND JAY DUDLEY
were duly sworn and cauti oned by the
Court Reporter.)
ERI CA MENARD, SWORN
JAY DUDLEY, SWORN
CHAl RWOVAN NMARTI N: Ckay.
Who's going first on this one?
MR. MJELLER W can go ahead

and i ntroduce M. Dudl ey.
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CHAl RMOVAN MARTIN: Al l right.
Thank you.
DI RECT EXAM NATI ON
BY MR MIJELLER:
Q M. Dudl ey, can you state your nanme for the
record?
A (Dudl ey) Jay Dudl ey.
Q And where are you enpl oyed and in what
position?
A. (Dudl ey) New Hanpshire Public Uilities
Commi ssion, and | am an analyst in the
El ectric D vision.
Q And have you previously testified before the
Conmm ssi on?
A. (Dudl ey) Yes, | have.
Q Did you participate in the investigation of
this petition?
A (Dudl ey) Yes, | did.
Q And what aspects of the petition were you --
CHAl RWOVAN MARTI N: Excuse ne.
M. Mieller, are you able to turn your vol ume
on your device down? W're getting a |ot of
f eedback.
MR. MJUELLER: |Is that better?
CHAl RWOVAN MARTI N: Goh, not
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really.

And M. Dudley, if you could
mute in between as well, perhaps that wll
help -- (connectivity issue)

(Pause i n proceedi ngs)
MR. MJELLER  Ckay.

BY MR MIJELLER:

Q M. Dudley, did you submt initial testinony
in this proceedi ng that has been narked as
Exhibits 32 and 33?

A (Dudl ey) Yes, | did.

Q And are those respectively the unredacted and
confidential versions of your initial
testi nony?

A (Dudl ey) Yes, that's correct.

Q And do you have any corrections to that
testinony at this tine?

A (Dudl ey) No, | do not. However, | would
poi nt out that sone of the initial budget
anounts that | used in ny direct testinony of
Decenber 20th were inaccurate, and |
subsequently corrected those anounts in ny
updat ed testinmony of July 16th. And those
can be found in Table 1 at Bates Pages 6 and

7.
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Q And with that clarification, do you affirm
that your initial testinony accurately
represents your opinions at the tine you
prepared it?

A (Dudl ey) Yes, | do.

Q And do you have -- | ooking now at Exhibit 56,
is this the updated testi nony you referred
to?

A. (Dudl ey) Yes, it is.

Q And do you have any corrections to that
testi nony?

A (Dudl ey) | do not.

Q And do you affirmthat that testinony
accurately represents your position at the
tinme that you prepared it?

A (Dudl ey) Yes, | do.

Q Did you participate in the devel opnment of the
settl ement agreenent?

A (Dudl ey) Yes, | did.

Q And are you famliar wth the terns of that
settl enent ?

A. (Dudl ey) I am

Q And do you believe that the settl enment
agreenent neets the public interest and

results in just and reasonable rates?
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28

(Dudl ey) Yes, | do.
Earlier this norning we had sonme questions
fromthe Bench regarding Articles 3.1 and 3.2
of the settlenent regarding the regul atory
revi ew tenpl ate and the busi ness process
audit. Are you famliar with those?
(Dudl ey) Yes, | am
Coul d you just briefly describe your view of
t he purpose of the regulatory review tenpl ate
and how that fits in with the business
process audit.
(Dudl ey) Yes. The vision for the
docunentation tenplate is for it to act as a
framework, if you wll, for what is needed
for inclusion in Eversource's project
docunent ati on goi ng forward, based on the
docunentation issues that | detail in ny
t esti nony.

Pursuant to that, it is our expectation
t hat the busi ness process review consultant
wi |l provide us with sone val uable input in
the tenpl ate's devel opnent and design. And
t hat task has been included under Item 2 of
the scope of work which is included in

Attachnent 2 to the settl enent agreenent.
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Q Thank you.
MR. MUELLER: That concl udes
our direct exam nation.
CHAl RWOVAN MARTIN: Al right.
Thank you.
And M. Fossum do you have
direct for Ms. Menard?
MR FOSSUM Alittle, tiny
bit.
DI RECT EXAM NATI ON
BY MR FOSSUM
Q Ms. Menard, could you please state your nane,
position, and responsibilities for the
record.
A (Menard) Yes. M nane is Erica Menard --
CHAI RAOVAN MARTI N: Ms.
Menard, can you speak up, please?
(Pause i n proceedi ngs)
MS. MENARD: |[|Is that any
better?
MR FOSSUM It's clear but
qui et .
CHAl R\MOVAN MARTI N: Very soft.
A (Menard) Ckay. M/ nane is Erica Menard.
CHAl RWOVAN MARTI N: That's
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better.

(Menard) | amthe nanager of revenue

requi rements for Eversource. And in that
capacity, | nmanage the rate cal cul ati ons
associ ated with various rates, including

di stribution, energy service, stranded costs,
transm ssion and SBC rates.

And just for clarify, was that your sane role
back at the tine that this rate case
conmenced?

(Menard) No. Wien the rate case first
started, | was in a different role, and |
oversaw capital investnents for the Conpany.
And have you previously testified before this
Commi ssi on?

(Menard) Yes.

And Ms. Menard, back on May 28, 2019, did you
file testinony and attachnents in what has
been marked as Exhibit 137

(Menard) Yes.

And was that testinony prepared by you or at
your direction?

(Menard) Yes.

Do you have any corrections to that

testi nony?
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A

(Menard) No, | don't.

And do you adopt that testinony as your
testinony for this proceedi ng?

(Menard) Yes, | do.

And Ms. Menard, did you also file testinony
and attachnents as part of the Conpany's
rebuttal filing on March 4, 2020, in what has
been marked as Exhi bits 45 and 46,

confi denti al and redacted versions?
(Menard) Yes, | did.

WAs this testinony prepared by you or at your
directi on?

(Menard) Yes, for the portions that | was
responsi bl e for.

And do you have any corrections to that

t esti nony today?

(Menard) No, | don't.

And do you adopt that as your testinony for
t his proceedi ng?

(Menard) Yes, | do.

And Ms. Menard, did you participate in the
di scussi ons, negotiations, and drafting of
t he settl enent agreenent that's under

consi derati on today?

(Menard) Yes.
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And you're famliar with the terns of that
agr eenent ?

(Menard) Yes, | am

So just very briefly, and very nuch in line
w th the question that you just heard for the
Staff, do you have any additional detail to
provi de around t he devel opnent of the
tenplate or the audit procedure? And | guess
this question would be for either you or M.
Horton. But since you' re our new panelist, |
was directing it towards you.

(Menard) Sure. So the -- as part of the

busi ness process tenplate for the business
process review, we Wwll be trying to cone to
consensus on how best to denonstrate the
projects that we are including in our step
adjustnents in the short termand then | onger
termin future rate cases. Wth the current
step increase that we have filed, we have
started that process of trying to take the

first step in devel oping that tenplate. And

t he busi ness process audit will continue that
further.
Now, | guess just one other question in |ight

of the agenda identifying this panel also
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speaking to step adjustnents.

Ms. Menard, were you listening in this
nmorni ng to the di scussi on about the
settl enent agreenent?
(Menard) Yes, | was.
And did you hear the questions and answers
directed to handling of the step adjustnents
answered by M. Horton this norning?
(Menard) Yes.
And | guess |I'Ill just give you this
opportunity. Do you have any additi onal
detail that you believe needs to be provided
about the handling of those step adjustnents
beyond what's specified in the settl enent
agreenent, and other than what M. Horton
testified to?
(Menard) No, | don't.
Thank you.

MR FOSSUM And | think

that's what | had.

CHAl RMOVAN MARTIN: Al right.

Thank you.
Conmmi ssi oner Bail ey.
COW SSI ONER BAI LEY:  Thank

you.
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| NTERROGATORI ES BY COW SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q M. Dudl ey, do you believe that the business
process review and audit and the
establ i shnment of the tenplates will address
the concerns of rates in your testinony?

A (Dudl ey) Yes, | do, Comm ssioner Bailey. The
provi sion for the business process review
audit is, in ny opinion, one of the key
el ements and one of the positive attributes
of the settl enent.

The audit will be structured to exam ne
the issues that | raised in ny testinony
related to the Conpany's capital budgeti ng,
pl anni ng, docunentati on, project nanagenent,
et cetera. And what we hope to obtain from
t he out side expert's review are hel pful
reconmendati ons i nvolving i nprovenents to the
Conpany's processes involving those issues.
So yes, | amsati sfi ed.

Q Do you think that once the tenplate is
est abl i shed, the Conpany should file them --
do you think it would nmake sense for the
Conpany to file them annually, in between

rate cases, so if there isn't a step
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adj ustment, but there's five nore years
before the next rate case, we woul d have the
docunentation nore real tine?

(Dudley) wWell, | did think about that when
you first nentioned that this norning. And
as you probably know, under Rule 308.9, the
utilities, the New Hanpshire utilities are
already required to file a list of upcom ng
capital projects annually. And Staff refers
to those reports as E22 reports. And

al though the list is reviewd, |'m not aware
at any point in tinme in the past where such a
prudence revi ew has been conducted, only
because what Staff would get if we asked for
t he docunentation at that tinme, the only
docunent ati on we woul d get woul d be the
prelimnary project docunentation, which

i nvol ves -- in Eversource's case, it involves
the project authorization form which is
their form of business case that acts as the
initial justification for the project.
That's all we would have to go on. Although
it does include analysis and agai n provi des
the reasons for initiating the project, we

woul d not know how t he project progressed at
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36

that tinme until year end when the project is
finished and is deened by the Conpany to be
used and useful. So I'm not sure how that
type of review would hel p anyt hi ng, unless we
were to adopt a process where we woul d revi ew
those projects at year end annually, if
that's what you're suggesting.

No, | don't think that's what |I'm suggesti ng.
| was struck by the overwhel m ng nature of
the review that you had to do for us to be
able to make a determ nation on prudency for
all the investnents for the past seven years
at one tine. And so what | was thinking is,
while the E22 is forward-1| ooking and says
these are the projects we expect to be

conpl eted in the next year or start in the
next year, ny understanding of the tenpl ate
Is a structure that docunents projects that
have been conpl eted and can be used to

det erm ne prudence once the plant is put in
service. Do | have that right so far?
(Dudley) Yes. In terns of the rate case, ny
understanding is that Staff |ikely cannot

rai se those i ssues wthout a rate case

filing. However, I'll rely on Staff's
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attorneys to el aborate on that.

Q I *' m not suggesting that we would nake a
prudency determnmination in between rate cases.
' mjust suggesting that if we have the
information on file, then you don't have to
start from square one and go back seven years
if there's another ten years in between rate
cases. It's just -- it's a record at the
Commi ssion that can be used the next tine
they file a rate case, you know, that we were
aware of along the way. Not that we woul d
make any determ nation or use it along the
way, but that it would be in place.

A (Dudley) I would agree with that. It would
be a separate process that we woul d have to
talk about. But | think it would be hel pful.
But | certainly wouldn't be opposed to that.

Q All right. Wll, nmaybe you could just talk
about it when you're tal king about the
tenpl ates and the formation of it.

So tell me -- and any of the panelists
can junp in at any tine. Tell ne about the
structure of the -- | haven't | ooked at the
step one or the 2019 step filing yet. But
what did you do to support that filing?
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Maybe Ms. Menard can take that one.

A (Menard) Sure, | can start. The way we first
started it was we had a discussion with Staff
to determ ne a presentation format that was
better than what we had filed in the rate
case. And so we worked with M. Chagnon, M.
Demrer and M. Dudl ey on, you know, what are
the ways that they wanted to eval uate
projects. And so we had cone up with
different ways to | ook at variance
anal yses -- so a variance against the initial
pre-construction estimate, a vari ance agai nst
the final cost, a variance against the | ast
supplenment -- to try to understand -- and
t hese are ny terns, but certainly either M.
Dudl ey or M. Chagnon could junp in and help
out -- but to try to understand sone of the
reasons for variances, why they occur. And
in addition to laying it out in that format,
we'd also try to put a very brief description
of the variance. So it could have been maybe
t he scope changed. Maybe there was a -- you
know, maybe there was nore work that needed
to be done than was initially estinmated

because of sone reason. So we tried to put
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sone generic descriptions as to why the
project may have varied fromits initial
esti mat e.

And once this information is fil ed,
Staff then is | ooking at nmaki ng sone sanpl es,
testing sone sanples. And we will then
provi de those sanples, to include the initial
proj ect authorization, any suppl enent al
docunent ati on, and al so sone detail ed
tinmeline of costs over tinme; so how costs
were incurred over tine.

So | think we tried to work to
understand the way that a project would be
eval uated from Staff's point of view and
tried to take a first pass at -- | know there
wi |l be nore pernutations of this going
forward, but at least it was a first pass to
try and present it in a way that worked for
bot h.

M. Dudl ey, do you have anything you want to
add to that?

(Dudl ey) Yeah, | would agree with what M.
Menard just said. However, | would point out
that this process, this review process, is a

defined process. It's alittle nore
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formali zed than what we've done in the past,
you know, in that supporting docunentation is
submtted by the Conpany on the step
adj ustment projects after they submt a list.

As Ms. Menard pointed out, you know, we
conpile a sanple list fromthat initial
filing, and then we ask for the project
docunent ati on based on that. And we have 90
days. We have a 90-day review period in
which to investigate those projects and any
i ssues that we may discover. So this is
really a process, as far as | know, that has
exi sted before, but it is sonething that we'd
|l i ke to continue going forward. But it's a
little nmore formal than what we've done in
t he past.
Ckay. Ms. Menard, are you the person that |
shoul d ask about -- well, I think |I asked M.
Horton this norning about the nunber of tines
t hat you decide not to proceed with a project
when the difference in budget between the
conceptual budget and the reconstruction
budget is significant.

Do you re-eval uate whet her the project

should go forward at that point? O once
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you' ve decided to go forward, does it usually
go forward?

(Menard) Sure. Sure, | can take a stab at
that. So we have various steps al ong the way
in our process. Fromthe tine an issue is
identified, it goes through an engi neering
process where, you know, engineers wl|
propose projects to address an i ssue on the
system And we have |limted capital dollars
in which to address issues. So those
projects are prioritized.

Once a project is deened that it will
rise to the top and wll fit wthin our
budget constraints, then pre-engineering is
done. And there's a process where the
engi neers will present their proposals, and
it goes through an internal review process.
There are multiple steps along the way for
t hat engi neering review and chal | enge
sessions to happen. W also have a sol utions
design conmmttee that will reviewthe
proposed solution itself. And | would -- to
get into nore of the engineering side of it,
| could probably pass that off to M. Lajoie,

who wll be a panelist later in the session.
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But | can just kind of give you an overvi ew
of the process itself.

Once a project is proposed and
pre-engi neering is done, it will be presented
to a commttee to nake sure that the sol ution
is appropriate and that the costs are
sonething we can fit into our overal
program And it gets chall enged al ong the
way. And if for some reason a project
changes fromits initial, you know, estimate
to -- you know, as we're going from
pre-engi neering to maybe further engi neering
I's happening and there's nore costs that's
uncovered than initially thought, at that
poi nt along the way, the project review and
approval commttee wll stop and say: Does
this project still nake sense?

So there are these check-ins along the

way where a commttee of various disciplines

wll stop and review the projects and nake
t hat determ nation of should we still nove
forward or not. | will say we don't have a

| ot of discretionary projects where we're
just doing work on the system Usually the

project is to address an issue on the system
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A

t hat needs to be done. And there are
alternatives that are proposed wth each
project. And so presunably this solution

t hat was picked was the best option of all,
from both an engi neering and techni cal and
cost perspective.

I have been a nenber of these commttees
in the past, and | wll say that there are
sone that would -- we woul d post pone because
maybe the project costs are too high and, you
know, we think maybe a different alternative
can be done. But | can't quantify how many
or what percentage of it happens. But, you
know, there would be a snall percent where we
have seen that happen in the past.

Ckay. So | think what | heard you just say
is that along the way engi neers revi ews
happen to determ ne whether the project still
makes sense. But for the majority of
projects, they're not optional, and so very
few get elimnated. Maybe they get postponed
for another budget year. And if that's the
case, what are sone neasures that the Conpany
has in place to ensure cost control ?

(Menard) So I'lIl speak fromnore of a

43
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| arger-type project. Let's say it's a
substation or, you know, maybe a rebuilt
circuit or sonething like that, you know, a
very specific project. W assign a project
management nanager to a project. And that
proj ect manager has a team of people that
support that project, and a team of cost

anal ysts behind that project nanager. And
every nonth, project costs are revi ewed

t hrough a nonthly project review conmmttee.
And at that point we would have -- we woul d
have a chance to identify any issues that
cone up, any risks to the project, and an
under st andi ng of where we are wthin the
budget itself. W have change-order
processes that have to be signed off by
managenment. You know, there are various cost
controls that we do have in place and
check-in points that project nanagers and
their teans have to present projects either
at a work plan neeting every nonth, project
revi ew nmeeting, and various things |like that.
Do you envi sion the change-order process
bei ng one of the steps that woul d be incl uded

in the tenpl ate?
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A (Menard) Well, the tenplate itself, as it
stands today, is really just here is the
initial project cost and here is the revised
proj ect cost, which we would call a
"supplenment.” And so certainly if we do have
a suppl enent, neaning there is a change from
the initial cost, there would and should be
change orders to back those costs, those
increase in costs up. And in that suppl enent
we woul d usually identify the reasons for the
cost increase. You know, typically the
change order is if we're dealing with a
contract that's in place. You know, there
coul d have been a reason why we had this
design and then for sone reason we had to
change it to this design. And so we would
have to pull a change order in place to
change the contract wth that vendor or
sonet hing. So, you know, if that were the
case, if that were a reason why the project
changed and there was a suppl enent, then,
yes, | would assune there would be change
orders, and certainly that would be part of
t he supporting docunentation. | don't know

that it would necessarily be part of the

45
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tenplate, but it would be part of the
supporti ng docunentati on behind that.
That's what | neant, supporting
docunent ati on.
(Menard) Yeah.
It would be part of that review process,
t hough?
(Menard) Yes.
Ckay.
(Menard) And, you know, another thing would
be project -- or after-action report or
| essons | earned type of thing. And so |
woul d i nclude that as part of the project
docunentati on as wel | .
Ckay. Just give ne one sec to | ook at ny
not es, pl ease.

(Pause i n proceedi ngs)

COW SSI ONER BAI LEY:  Okay. I

think that's all | have. Thank you.

BY CHAI RAOVAN MARTI N:

Q

| have a question about the tenplate

devel opnent as it relates to the business
process audit. It looks -- well, | heard
testi nony before that the hope is to have a

consultant informthe tenpl ate devel opnent
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process. But it also appears to be the plan

that it will be -- the tenplate wll be filed
prior to May -- or devel oped prior to May of

2021.

W1l you develop a tenplate, to the
extent you don't yet have a consultant on the
audit, and then revise it based upon the
consultant's input? O is it possible there
may not be a tenplate in place for May 20217
(Horton) I can start and then others can
chime in. And Ms. Menard | think touched on
this.

But just to clarify, we have already
begun to work with Staff around what that
tenplate will include. W worked together on
the tenplate for the filing for the 2019
step, the capital associated with that. And
we had di scussed as well continuing to work
on that, you know, together and
col | aboratively for the May 2021 filing,
associ ated with 2020 additions. So we see it
as an iterative process, at first between us
and Staff and the OCA, and then as we get
I nput fromthe business process audit. To

the extent there are ot her recommendati ons
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Q

that are appropriate to i ncorporate, we woul d
do that. But the timng would be that, you
know, we may have nmade changes to the
tenplate that we're using now for the May
2021 filing and then again for the May 2022
filing.

Is that Staff's understanding as well?

(Dudl ey) Yes. And | would agree with what

M. Horton just said.

O course, we don't have an opportunity,
Madam Chair, to discuss with consultants how
this would | ook or what it would be because
we haven't issued an RFP yet. W hope to do
that after the Comm ssion issues its order.
But part of one of the things that we
anticipate early on is that once the
consultant is hired and begi ns work, that we
may have sone pretty good recommendati ons in
time for the May deadline. At least that's
one of our expectations.

Ckay. And that report fromthe consultant
wll be filed with the Comm ssi on?

(Dudl ey) My understanding is, yes, it wll
be.

Ckay. Thank you. | don't have any ot her
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questi ons.

CHAI RWOVAN MARTI N: M.
Fossum Ms. Amidon, any followup -- I'm
sorry -- M. Mieller?

MR FOSSUM | do not have any
at this tinme, no.

MR. MUELLER: Nor do -- no
fol | ow up.

CHAl RWOVAN MARTI N: Ckay.
Thank you, everyone. So | think that
concl udes what we were planning to cover for
today; is that right?

[ No verbal response]

CHAl RMOVAN MARTIN:  All right.
I's there anything we need to cover before we
cl ose for the day?

[ No verbal response]

CHAl RMOVAN MARTIN:  Ckay. |I'm

not seeing anyone. All right. Then thank
you, everyone. W nmanaged to get through
today wi thout many problenms at all. |'mvery
grateful for that. W wll continue this
heari ng tonmorrow, OCctober 27th, at 10: 00 a.m
COW SSI ONER BAI LEY:  Thanks,

everyone.
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(Wher eupon the Afternoon Session of
Day 1 of the hearing was adjourned at

2:42 p.m)
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CERTI FI CATE

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

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

The foregoing certification of this
transcri pt does not apply to any
reproduction of the sanme by any neans
unl ess under the direct control and/or
direction of the certifying reporter.

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