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INTRODUCTION
Please state your name and business address.

My name is James G. Daly. My business address is One NSTAR Way, Westwood,

Massachusetts 02090.

By whom are you employed and in what capacity?

| am the Vice President, Energy Supply for Eversource Energy Service Company, which
provides services to the operating companies of Eversource Energy including Public
Service Company of New Hampshire d/b/a Eversource Energy (hereinafter “Eversource”

or the “Company”).!

Please describe your education and professional background.

| graduated from Trinity College in Dublin, Ireland with a Bachelor’s Degree in Electric
Engineering and from University College in Dublin, Ireland with a Master’s Degree in
Industrial Engineering. From 1980 through 1988, | held the position of Regional
Marketing Engineer/Senior Engineer with responsibility for supply arrangements with
large industrial customers for the Electricity Supply Board in Dublin, Ireland. 1 joined
Unitil Service Corporation in 1988 and served in various positions including Senior Vice
President and President of Unitil Power Corporation. During my tenure at Unitil, | was
responsible for the procurement, operations and management of the electric power and
natural gas portfolios for various Unitil subsidiaries. From 1998 through 2000, | was
President of Unitil Resources, Inc., developing an energy consulting business to major

energy companies. In 2000 through 2001, | held the position of Executive Vice

The term “Eversource Energy” will refer to the parent company of Eversource in this proceeding.
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President, Network Operations for Enermetrix.com, Inc., where | was responsible for
developing an Internet-based network for large retail customers to procure electricity and
natural gas. From 2001 through 2003, | was Vice President/Director of Power Market
Development for Sprague Energy Corporation where | was responsible for developing a
start-up retail electricity business servicing large commercial and industrial customers. |

joined NSTAR Electric and Gas Corporation in July 2003. Following the merger of

NSTAR and Northeast Utilities, | was promoted to my current position.

Please describe your current responsibilities.

As Vice President, Energy Supply, | am responsible for securing a reliable and least-cost
energy supply on behalf of customers served by Eversource along with other Eversource
Energy distribution affiliates in Connecticut and Massachusetts. My responsibilities

include the management of the natural gas resource portfolio and Basic Service supply.

Have you previously testified in any formal hearings before regulatory bodies?

Yes, | have testified in various proceedings before the New Hampshire Public Utilities
Commission (the “Commission”), the Massachusetts Department of Public Utilities (the
“Department”), the Connecticut Public Utilities Regulatory Authority (“PURA”) and the

Federal Energy Regulatory Commission (“FERC”).

What is Eversource requesting in this proceeding?

In this proceeding, Eversource is requesting the Commission’s approval of a 20-year
transportation contract between Eversource and Algonquin Gas Transmission Company

(“Algonguin” or “AGT?”) in securing interstate pipeline capacity on the proposed “Access
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Northeast” project (the “ANE Contract”). In total, the Access Northeast project will
provide 500,000 MMBtu/day of gas transportation and 400,000 MMBtu/day of LNG
storage deliverability, along with 6,400,000 MMBtu of LNG storage capacity. Under the
ANE Contract, Eversource will hold contractual entitlements for firm transportation and
storage services up to a Maximum Daily Transportation Quantity (“MDTQ”) of 66,600
MMBtu/day. Eversource will pay a negotiated rate for services taken pursuant to the
contracts based on an initial recourse rate for the Access Northeast facilities. Eversource
will release this capacity to the electric market in accordance with an Electric Reliability
Service (“ERS”) tariff that will be approved by FERC. Eversource customers will be the
direct beneficiaries of the incremental release of gas-transportation capacity to the
market, with improved electric reliability and price relief expected to result from the
procurement. The expert analysis prepared on behalf of Eversource to support contract
approval demonstrates that contract benefits are projected to outweigh costs on a 3/1
ratio, excluding any consideration of capacity-release revenues or reliability

improvements. The benefits of the capacity made possible through the proposed ANE

Contract are significant, sustaining and necessary.

What is the purpose of your testimony?

My testimony is designed to support the request by Eversource for approval of the ANE
Contract. To demonstrate that the ANE Contract is in the public interest, this testimony
accomplishes the following: (1) provides an overview of the filing and its component
parts; (2) summarizes the energy market conditions that are giving rise to the need for

incremental interstate gas pipeline transportation and storage services; (3) describes the
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ANE Contract that Eversource is proposing to enter into with AGT and discusses the net-
benefits analysis prepared for Eversource in relation to the ANE Contract; (4) describes
the process conducted by Eversource to identify resource alternatives for addressing
pipeline capacity constraints, including the request for proposals (“RFP”) process
conducted in furtherance of the Eversource contracting efforts; (5) summarizes possible
alternatives to the Access Northeast project and the economic and non-economic factors
used to evaluate the Access Northeast project; (6) discusses the manner in which the
retained contract manager will manage the contract quantities and maximize the release
revenues received by customers; and (7) provides an overview of the proposed

ratemaking mechanism for the costs and revenues attributable to customers in relation to

the proposed ANE Contract.

With this filing, Eversource will demonstrate that the proposed ANE Contract is
consistent with the public interest, and that the proposed contract: (1) will result in net
benefits for Eversource customers at a reasonable cost; and (2) compare favorably to the
range of alternative options reasonably available to Eversource at the time of acquisition
of the resource or contract negotiation (e.g., pipeline capacity, local storage, electric
transmission). Eversource will also show that the price of the resource is competitive and
that the proposed ANE Contract satisfies other non-price factors such as reliability of

service and diversity of supply.
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Aside from your testimony, what are the components of the Eversource filing?

In addition to my testimony, this filing includes the following:

Mr. James M. Stephens, of Sussex Economic Advisors, LLC (“Sussex” or “Sussex
Advisors”), provides testimony and supporting attachments on: (1) the market and policy
factors that influenced the Eversource decision to acquire firm natural gas transportation
and storage capacity; (2) the process that Eversource followed to confirm that the
proposed contract would provide an appropriate solution to market dynamics that have
produced reliability concerns and high electric retail prices; (3) the terms and operation of
the contractual arrangement executed by Eversource for pipeline and storage service
capacity; and (4)the Eversource evaluation and analysis of potential resource

alternatives.

Mr. Kevin R. Petak, of ICF International (“ICF”), is sponsoring the report titled, “Access
Northeast Project - Reliability Benefits and Energy Cost Savings to New England
Consumers,” which was prepared in relation to the ANE Contract (the “ICF Report™).
The ICF Report focuses on the impact that new infrastructure is expected to have on
regional gas and electricity prices, and the associated economic impacts for consumers.
The assessment includes an independent evaluation of the electric consumer benefits
expected to arise from the lower gas prices available as a result of the proposed Access

Northeast project.
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Mr. Tilak Subrahmanian, Vice President, Energy Efficiency for Eversource Energy
Service Company provides testimony on the Eversource Energy Efficiency programs and

the role those programs played in the evaluation of alternatives.

Mr. Christopher J. Goulding, Manager of Revenue Requirements — New Hampshire and
Ms. Lois B. Jones, Team Leader — Rates for Eversource Energy Service Company,
provide testimony and attachments explaining the mechanism by which the Companies’
will recover contract-related costs and flow back to customers the net revenues associated
with the release of capacity and any associated sale of storage made by the electric
distribution company (“EDC”) or its Capacity Administrator/Manager. The testimony
and attachments also present potential bill impacts for Eversource customers relating to

the contract costs.

What attachments are you sponsoring in your testimony?

| am sponsoring several attachments including my testimony. The attachments that | am

sponsoring are designated as follows:

Attachment EVER-JGD1:  Presentation to U.S. Department of Energy Advisory
Committee (Sept. 25, 2014)

Attachment EVER-JGD-2: Eversource Precedent & Service Agreement

Attachment EVER-JGD-3:  Regional Coordination

Attachment EVER-JGD-4: Request for Proposals, Issued October 23, 2015

Attachment EVER-JGD-5:  Proposed Electric Reliability Service Program
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How is the remainder of your testimony organized?

After this Introduction section, Section Il briefly summarizes the market supply and
demand imbalance conditions that gave rise to the need for Eversource along with other
EDCs in New England to contract for interstate gas pipeline transportation and storage
services. Section 11 describes the proposed Access Northeast project; discusses the ANE
Contract that Eversource is proposing to enter into with Algonquin; and reviews the
regulatory approvals necessary for the project to move forward. Section Il also provides
an overview of the net-benefits analysis prepared by ICF in relation to the ANE Contract.
Section IV discusses the procurement process conducted by Eversource to identify an
appropriate contract solution. Section V analyzes the alternatives to the Access Northeast
project and demonstrates the basis for the Eversource determination that the proposed
project should be undertaken to achieve greater reliability and lower prices for the retail
electric market in New Hampshire. Section V also describes the economic and non-
economic factors used to evaluate the alternatives and demonstrates that the Access
Northeast project has the highest level of capabilities to have an impact on the reliability
and wholesale market price issues that are creating the imperative for incremental
transportation capacity. Section VI describes how Eversource will obtain and maximize
the release revenues obtained by Eversource customers. Section VII discusses the
ratemaking mechanism that will be used to recover contract-related costs and to credit net
release revenues to customers, offsetting the cost of the contracts. Section VIII is the

conclusion.
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PREVAILING MARKET TRENDS AND PORTFOLIO OBJECTIVES

From an overall perspective, why is the proposed ANE Contract needed to meet
portfolio objectives to provide a safe and reliable energy supply to customers?

Eversource is presenting an in-depth analysis of market conditions in the testimony of
Mr. James M. Stephens of Sussex Advisors. As discussed in Mr. Stephens’ testimony,
New England electric consumers currently pay the highest electric rates of any part of the
contiguous United States. One of the principle reasons for this circumstance is that in
recent years there has been a shift in the New England electric generation mix from oil,
coal and nuclear, to natural gas without a corresponding increase in gas infrastructure to
deliver the fuel reliably. This shift is occurring as older less efficient units are coming
out of service and are replaced with natural gas facilities and intermittent renewable

resources, such as solar and wind that require backup resources.

Although there has been a substantial increase in the demand for natural gas as a fuel for
generating electricity, only limited expansions of interstate pipeline capacity serving the
region have been implemented in recent years, with the expansion projects tailored
narrowly to the requirements of the region’s natural gas local distribution companies
(“LDCs”).  Under the market rules of 1SO New England (“ISO-NE”), gas-fired
generators have no guarantee that they will be able to recover the fixed costs of long-term
pipeline transportation contracts, which are required by the interstate pipelines in order to
get approval from FERC to construct expansions. Therefore, gas-fired electric generators
are dependent upon the limited availability of pipeline capacity released by the LDC

capacity holders, who rely heavily on the capacity to serve their firm customers when the
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temperature gets cold. The combination of limited pipeline capacity and high demand for
gas from gas-fired generators is driving inordinately high market prices for gas delivered

to New England, despite the abundance of new gas discoveries in the Marcellus Shale

region less than a few hundred miles away.

Energy Efficiency programs, including through a potential energy efficiency resource
standard, and renewable generation are playing an increasingly important role in the
region and will continue to do so as part of the overall portfolio of resources available to
supply electricity to New Hampshire consumers. However, these resources cannot
reasonably address the scale of the existing market imbalance, leaving the construction of
incremental pipeline capacity as the most effective way to reduce the cost of electricity in
the region. Because gas-fired generators are unwilling to contract for pipeline capacity
due to the uncertainty of cost recovery, the EDCs are the only entities with a long-term
vested interest in the reliability and cost of electric service for retail customers connected
to the distribution system, and with the financial and ratemaking capability to pay for and

recover the costs of capacity procured to protect the interests of those customers.

Through a careful evaluation process, Eversource determined the best way to improve the
reliability and cost of electric supply for retail electric customers is to participate in
Algonquin’s Access Northeast project. To that end, Eversource has contracted for 66,600
MMBtu/day of pipeline transportation delivery capacity, which includes 29,600
MMBtu/day of deliverability from a new regional domestic liquefied natural gas

(“*LNG?”) storage facility in order to serve Eversource’s share of the New England electric
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market. The incremental infrastructure available through the development of the Access
Northeast project will increase reliability and lower the cost of electricity by ensuring the

availability of lower cost supply of natural gas for generators to use.

Please provide a high level overview of the New England wholesale generation
market.

The New England wholesale electric market consists of merchant, non-utility electric
generators operating in a competitive market managed by ISO-NE under rules approved
by FERC. The New England generation portfolio encompasses natural gas, nuclear, coal,
oil, wind, solar, biomass and hydro facilities. All New England states except Vermont
have deregulated their retail markets for customers of investor-owned utilities, which is
the driver of market behavior and risks in the wholesale market. The testimony of James

M. Stephens, Sussex Advisors, provides more information on the wholesale market.

How has the natural gas industry historically served the New England wholesale
electricity market?

The New England energy market has existed at the physical termination point of the U.S.
natural gas transmission system since natural gas pipelines were first constructed in the
New England region in the early 1950s. From the time the interstate pipelines first
extended into the New England region, LDCs have provided the contractual support for
the facilities, which replaced previous LDC reliance on locally manufactured gas derived
from coal and oil. Because LDC firm loads are highly temperature sensitive, LDC
resource portfolios were designed to meet peak day and peak winter season loads, which
put the LDCs in a position to make low-cost, interruptible sales of gas to dual-fuel

customers (such as electric generators) during the off-peak season.
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Pipeline expansions that took place in the 1980s and 1990s were primarily supported by
the LDCs and for a relatively short period by Independent Power Producers (“IPPs”),

who sold electricity to EDCs under long-term purchased power contracts.?

Please explain why there has been a recent change in the generation mix of the New
England electricity market.

There are several reasons that there has been a shift in the generation mix in the New
England electric generation market since the year 2000. The shift has come about as a
result of the retiring of fossil fuel and nuclear generators, improvements in the efficiency
of new gas-fired generating facilities, and stricter environmental regulations, all of which

are covered in the testimony of Mr. James M. Stephens.

What is the reason that the owners of New England gas-fired generation do not
enter into contracts for firm pipeline capacity to serve their facilities, and why is this
dynamic a problem for pipelines serving the New England market?

Under ISO-NE rules, gas-fired generators have no guarantee that they will be able to
recover the costs associated with long-term pipeline transportation contracts. The New
England electric-market structure calls for the dispatch of generation units based on
competitive bidding. A gas-fired generator that includes all or a portion of its pipeline
fixed costs in its bid is less likely to get dispatched because it would be competing with
generators that do not include fixed pipeline costs but instead contract for non-firm

service from the secondary capacity market.

With electric restructuring, New England’s EDCs were generally required to divest their generation assets

and their IPP contracts. Without long-term contracts with EDCs for the purchase of their electric output, the IPPs
divested their long-term pipeline contracts, many of which were permanently released to LDCs that needed
incremental capacity to serve growing loads.
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Conversely, interstate pipelines are not willing or able to construct incremental pipeline
capacity unless that construction is supported by associated long-term transportation
contracts. Long-term contracts obligate shippers to pay the fixed costs of the pipeline for
terms of up to 15 or 20 years. Shippers enter into these contracts because the contracts
are needed to ensure reliability of supply deliverability to end-use customers. Thus, the

execution of these contracts demonstrates “market need” and is both a requirement of the

FERC certificate process and a financial requirement of the FERC regulated pipelines.

Are there other market factors that have increased the demand for natural gas in
New England?

Recent changes in the gas market are discussed in the testimony of Mr. Stephens.
However, it is very clear that the rapid development of gas production in the prolific
Marcellus shale region has had a dramatic downward impact on the price of Marcellus
and Utica shale supplies; however, there is currently a lack of pipeline capacity available
to transport the gas to markets. Multiple pipeline projects have been completed to allow
more Marcellus and Utica gas to be transported to the U.S. Gulf Coast, back to the mid-
western U.S. market, and into eastern Canada, with more projects planned. Other

projects have been proposed to deliver Marcellus supplies to the New England area.

What is the consequence of the change in the ISO-NE generation mix; the lack of
incentives for gas-fired generators to contract for firm capacity; and the availability
of low-cost gas from the Marcellus region?

These combined changes have produced very high costs of gas delivered during the
winter season to the New England market and have also raised considerable reliability

concerns for ISO-NE. Gas-fired generators do not hold firm pipeline capacity contracts,
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and are therefore dependent upon the availability of capacity released by firm capacity
holders who do not need all their capacity on a given day. As the weather gets colder,
less capacity is released by the LDCs and the price of the limited available capacity is
forced up through the competitive bidding process. Because all generators are paid based

on the highest accepted bid in the 1ISO-NE bidding process, they are able to recover their

cost of fuel (as long as bidders incorporate the full cost of fuel in their bids).

What is the most direct and effective way to reduce the cost of wholesale electricity
in New England?

Because of the region’s dependence on natural gas as the source of electricity generation,
the most direct and effective alternative to ensure reliability and lower electricity prices is
to construct incremental pipeline capacity. Natural gas prices are high because those
prices are bid up by the generators who do not have access to firm capacity. However,
because gas-fired generators do not have the capability to sign the long-term pipeline
contracts, the most logical parties to sign long-term pipeline contracts to reduce the
wholesale cost of electricity are the EDCs. The EDCs have the long-term financial
capability and institutional willingness to support the pipeline contracts on behalf of their
customers as long as they have the ability to recover the associated costs. Cost recovery
from retail electric customers is warranted because EDC customers will be the principal
beneficiaries of the lower-cost electricity and increased reliability that will result from the

availability of incremental capacity.
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Has Eversource provided additional detail in this filing regarding market
imbalances driving reliability and price disparities for electric customers?

Yes. The testimony of Mr. James M. Stephens, Sussex Advisors, provides an in-depth
analysis of the market demand and supply trends motivating the proposals in this case.
With respect to market demand, Mr. Stephens discusses the historical levels of natural
gas demand in New England; changes occurring over the past 10 years in regional
demand for natural gas; the characteristics of existing natural gas and dual-fuel electric

generation; and, expected changes in the generation mix.

With respect to market supply, Mr. Stephens describes the production and supply areas
from which New England’s gas is sourced; the market dynamics associated with
imported LNG and constrained interstate pipeline facilities; and the resulting impact for
electric retail prices. Mr. Stephens also demonstrates that New England customers are
paying a significant premium for natural gas supplies and that this premium is increasing.
For example, Mr. Stephens shows that the average winter-basis differential between the
Algonquin City Gates price index and the adjacent Mid-Atlantic region (as represented
by the TETCO M3 price index) over the 2012/2013 to 2014/2015 period was
approximately $5.41/MMBtu as compared to the average differential of $0.70/MMBtu
over the 2010/2011 to 2011/2012 period. This differential is significant, and when
coupled with insufficient gas capacity to electric demand, has the effect of causing severe

price impacts for New Hampshire retail customers.
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What was the overall impact on wholesale prices due to gas shortages?

Attachment EVER-JGD-1 is a presentation made to the U.S. Department of Energy,
Advisory Committee on Sept. 25" 2014. Page 5 shows a calculation of the wholesale
cost of electricity for the prior four winter seasons and shows that wholesale prices
increased by over $3 billion during the 2013/14 winter season alone. As demonstrated in
the ICF Report and associated testimony of Mr. Kevin Petak, most of these price impacts

are eliminated with the construction of the Access Northeast project.

THE ACCESS NORTHEAST PROJECT AND PROPOSED ANE CONTRACT

A. Description of Access Northeast Project and ANE Contract Terms

Please describe the Access Northeast project.

The Access Northeast project is designed to provide increased natural gas deliverability
to the New England market to directly serve the gas-fired electric generating plants on the
Algonquin and Maritimes and Northeast Pipeline (“M&NP”) pipeline systems. The
project is designed to provide delivery-point flexibility to serve generators in four
separate sub-regions of the market, referred to as Power Plant Aggregation Areas
(*PPAAs”), which include Connecticut, southeastern Massachusetts and Rhode Island,
central and eastern Massachusetts, and Northern New England. The Northern New
England PPAA includes a portion of New Hampshire as well Maine served by the

M&NP pipeline.

The Access Northeast project will provide customers in these markets with:
(1) 500,000 MMBtu/day of indirect access to the gas supplies in the Marcellus Shale

region in Northeastern Pennsylvania through Algonquin’s existing direct connections to
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the Millennium Pipeline at Ramapo, NY; the interconnection with Tennessee at Mahwah,
NJ; and the interconnection with Iroquois at Brookfield, CT; and (2) 400,000 MMBtu/day
of access to a proposed market-area domestic LNG storage facility. The new LNG
storage facility in Acushnet, MA will provide storage withdrawal capacity for 400,000
MMBtu/day, liquefaction capability up to 54,000 MMBtu/day, and 6,400,000 MMBtu of
LNG storage capacity.®> Together, the transportation and storage facilities will provide a

total of 900,000 MMBtu/day of firm, incremental, integrated transportation and LNG

deliverability to multiple generators; thereby enabling net benefits to electric customers.

A new level of service will be provided under the customized ERS tariff rate, which will
provide fuel certainty and performance flexibility critical to the electric generators by

virtue of a reserved “no-notice” transportation service with an hourly supply option.

Would you please describe the proposed Precedent Agreement with Algonquin?

Yes. The proposed Precedent Agreement sets forth the rights and obligations of
Algonquin and Eversource during the pre-approval process before FERC and requires
Eversource to execute an actual Service Agreement upon satisfaction of all conditions
precedent, including acceptable FERC and state regulatory approvals. A copy of the
executed Precedent Agreement between Algonguin and Eversource, and the related
Service Agreement that will be executed by the parties upon the fulfillment of all of the

conditions precedent, is provided as Attachment EVER-JGD-2 [CONFIDENTIAL].

Based on net storage capacity of 6,373,592 Mcf after adjusting for the heel and an assumed BTU content of

1,030 BTU/cubic foot.
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The Eversource Precedent Agreement provides a Maximum Daily Receipt Quantity
(“MDRQ”) of 37,000 MMBtu/day of capacity from Mahwah, Ramapo and/or Brookfield
and a Maximum Daily Withdrawal Quantity (“MDWQ”) of 29,600 MMBtu/day from the

LNG storage service. This will result in the ability to deliver up to a maximum of 66,600

MMBtu/day of natural gas to New England gas-fired generators.

The Eversource contract provides a 20-year term beginning on the in-service date of the
first of four planned phases. The project is scheduled to go into service beginning with
the first phase starting on November 1, 2018, the second phase starting on November 1
2019, the third phase commencing on November 1, 2020, and the fourth and final phase
commencing on May 1, 2021. Eversource and the other EDC customers have negotiated
a levelized cost for the 20-year duration of the contract.* The rate paid by the EDCs will

be based on the actual cost of construction subject to a cap.

Would you please explain the phasing aspect of this project?

Yes. Due to the size and scope of the project’s construction components, the in-service

time line for the project is divided into four phases, accommodating earlier firm

deliverability to the extent possible. Phase 1 anticipates ||| [ N to be

available on November 1, 2018; Phase 2 anticipates an additional ||| G

on November 1, 2019; Phase 3, an additional_ on November 1, 2020;

and Phase 4 completes the project with the estimated in-service of the LNG facility on

Under current FERC regulations, pipelines are not required to file rate cases on any particular schedule.

FERC allows pipelines to negotiate rates with customers under certain guidelines under non-discriminatory
conditions. Levelized rates are one of the features that most customers of incremental pipeline expansion insist
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May 1, 2021, achieving the final ||| | | S of the project volumes of 900,000

MMBtu/day.

Would you please explain how the contract quantities were determined?

The contract quantities were determined through a computation of New England load
share and represent the Eversource load share within the load served by investor-owned
EDCs in New England. New England load share for investor-owned EDCs including
Eversource was derived by determining the respective shares of the 2014 Annual
Average of the Monthly Network Load Peak Value in kW reported by ISO-NE. This
information is filed annually with FERC as part of the Participating Transmission Owner
Administrative Committee Annual Informational Filing ("PTO AC Annual Informational
Filing"). Attachment B of Attachment EVER-JGD-2 CONFIDENTIAL shows the share

allocation by New England EDC.

What are the key aspects of the Precedent Agreement?

The key aspects of the Algonquin Precedent Agreement are as follows:

Cost and Cost Caps -

o
o
o
o
w
©
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Regulatory Approvals - The proposed ANE Contract is subject to state regulatory

approval and a decision is necessary before October 1, 2016 in order to meet the schedule
of planned in-service dates. Should such approval not occur, the EDC may exercise an

option to terminate the agreements at no cost to EDC customers.

Other Provisions —The proposed ANE Contract requires Algonquin to propose a FERC

tariff change to allow capacity-release allocations specific to gas-fired generation. The
approach and context of the proposed FERC tariff changes is further described in detail
below in Section VI of this testimony. The ANE Contract also provides for a process to
adjust the final allocations of volumes associated with the contracts, subject to

Commission review and approval.

Right of First Refusal (“ROFR™) and Discount for Contract Extensions -
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B. Overview of Services, Price Terms and Benefits

Please identify the price and service terms encompassed in the Precedent Agreement
and the Negotiated Rate Agreements.

As indicated above, the Precedent Agreement provides for a negotiated rate of ||l
I 1 Precedent Agreement facilitates access to liquid receipt points and
peak-period access to market area storage, injected using summer priced commodity to

provide a reliable and flexible delivery service to meet the needs of generators.

Please provide a summary of the ERS Rate Schedule.

The ERS Rate Schedule transportation service provides the ability to receive flowing gas
at the primary receipt point(s) and to deliver gas to multiple primary delivery points. The
Rate Schedule also provides an LNG storage service that the EDCs will use to liquefy gas
into storage, and to vaporize liquid out of storage for delivery to generators. The LNG
storage facility will be constructed on the strategically located AGT G-system in
Southeastern MA. The LNG service will provide access to supplies on days when
flowing supplies from the primary receipt points are fully utilized or otherwise not
available. In addition, the service will provide for hourly no-notice service for both
transportation and storage services. The service also includes a “fast start” service that
will allow generators to begin taking gas for up two hours prior to having gas nominated
with the pipeline. This service will provide generators the ability to vary the amount of
gas delivered to their facility on an hourly basis and allow generators the ability to better
manage gas supply in order to match the fluctuating demand of the ISO-NE dispatch

orders.
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Please describe the transportation service component provided in the Service
Agreement.

The transportation component allows each EDC to deliver its portion of the 500,000
MMBtu/day of flowing gas available from the upstream pipelines and to deliver their
portion of the 400,000 MMBtu/day of LNG deliverability from the regional LNG facility
to the generating facilities. The service provides for multiple Primary Receipt points
including AGT’s Mahwah, NJ, Ramapo, NY, and Brookfield, CT interconnections with
upstream pipelines. The storage receipt point will be the LNG facility in Acushnet, MA
located on AGT’s G-Lateral. For both transportation and storage services, multiple
delivery points will be available. Those delivery points are allocated by four, distinct
PPAAs, as shown in Figure 1 — Access Northeast Project — Receipts and Deliveries by

Phase, below, showing the final project volumes.

The Connecticut aggregation area will have 380,000 MMBtu/day of daily deliverability;
the AGT G-System aggregation area, which includes Southeastern Massachusetts and
Rhode Island, will have access to 80,000 MMBtu/day; the Massachusetts aggregation
area will have access to 360,000 MMBtu/day; and the Northern New England

aggregation area will have access to 80,000 MMBtu/day.
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