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Introduction
Please state your name and business address.
My name is James M. Stephens. My business address is 1595 Mendon Road,

Cumberland, Rhode Island 02864.

By whom are you employed and in what capacity?
I am the Director of Gas Procurement and Gas Control for The Narragansett Electric

Company d/b/a Rhode Island Energy (“Rhode Island Energy” or the “Company”).

Have you previously submitted pre-filed testimony in this proceeding?
Yes. On August 30, 2024, | submitted pre-filed direct testimony concerning the
Company’s gas supply plan for the twelve-month period beginning November 1, 2024,

and concerning the Company’s Natural Gas Portfolio Management Plan.

Purpose and Structure of Rebuttal Testimony

What is the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to respond to the observations and
recommendation provided in the direct testimony of Jerome D. Mierzwa on behalf of the
Division of Public Utilities and Carriers (“Division”) regarding the level of design peak
hour costs proposed by the Company to be removed from the Gas Cost Recovery

(“GCR”) and recovered through the Distribution Adjustment Clause (“DAC”).
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How is your rebuttal testimony structured?

Section | provides an introduction. Section Il explains the purpose and structure of my
rebuttal testimony. Section Il provides my response to Mr. Mierzwa’s observations and
recommendation regarding the Company’s reallocation of certain design peak hour costs

from the GCR to the DAC. Section IV is the conclusion.

Design Peak Hour Costs

Please summarize Mr. Mierzwa’s observations and recommendation regarding the
Company’s reallocation of certain design peak hour costs from the GCR to the
DAC.

As discussed on pages 8 through 10 of his pre-filed direct testimony dated October 3.
2024, Mr. Mierzwa observed a decrease in the non-LNG assets required to meet design
peak hour demands and an overall decrease in the design peak hour costs removed from
the GCR to be recovered through the System Pressure Factor component of the DAC in
this year’s proceeding (i.e., the 2024/25 GCR period) relative to last year’s proceeding
(i.e., the 2023/24 GCR period). As explained by Mr. Mierzwa, the total daily contract
quantity of non-LNG assets required to meet design peak hour demands are 14,100 Dth
per day lower in the 2024/25 GCR as compared to the 2023/24 GCR period, and the total
fixed costs of assets removed from the GCR for recovery through the System Pressure
Factor of the DAC decreased from $25.84 million in 2023/24 to $15.87 million in

2024/25. Based on his observations, Mr. Mierzwa recommended the Company provide
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in rebuttal testimony, full and adequate justification for the decrease in the design peak

hour demand gas costs to be removed from the GCR and recovered through the DAC.!

Please explain the reduction in total daily contract quantity of non-LNG assets
required to meet design peak hour demands that was described by Mr. Mierzwa.
The 14,100 Dth per day reduction in total daily contract quantity of non-LNG assets
required to meet design peak hour demand results from the March 31, 2024 expiration of
a contract with Constellation LNG LLC (“CLNG”) for 14,100 Dth per day delivered to
the Company’s citygates on the pipeline operated by Algonquin Gas Transmission, LLC
(“AGT™). This resulted in a decline in the Company’s total daily contract quantity of
non-LNG assets required to meet design peak hour demands from 54,100 Dth per day in

2023/24 to 40,000 Dth per day in 2024/25.2

Please describe the CLNG contract that expired on March 31, 2024.

The CLNG contract was a multi-year contract that provided the Company with 14,100
Dth per day of citygate delivered gas supply. As a citygate delivered service, the CLNG
contract bundled CLNG gas supply with CLNG contracted capacity on AGT. The total

allowed contract quantity was 507,600 Dth per year, with a maximum daily quantity of

1
2

See, Direct Testimony of Jerome D. Mierzwa, p. 8.
See, also, the Company’s response to data request Division 4-9 in this docket.
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14,100 Dth per day, and the term of the CLNG contract was from December 1, 2019,

through March 31, 2024.

Did the Company have concerns regarding the long-term availability of supplies
from CLNG prior to the expiration of the CLNG contract?

Yes, in its annual gas long-range resource and requirements plan (“LRP”) filings since
2021, the Company has outlined its concerns regarding the availability and viability of
CLNG with respect to the Company’s gas supply portfolio and strategy. For example,
starting in the 2021 LRP, the Company stated that: “At this time, it remains unclear if
Constellation LNG LLC will continue to operate its LNG import terminal at Everett, MA

beyond 2024.

Did the Company undertake a contracting strategy to replace the CLNG bundled
service contract in light of its concerns about the continued availability of supply
under the CLNG contract?

Yes, subsequent to the 2021 LRP, the Company implemented a phased strategy of
replacing the pipeline capacity and gas supply components of the CLNG contract. The
Company endeavored to replace the CLNG supply and capacity resources prior to the

expiration of the CLNG contract to ensure that appropriate replacement resources were

3

2021 LRP, p. 28.
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available to meet customer demand by the beginning of the winter following the

expiration of the CLNG contract (i.e., by 2024/25).

Q. How did the Company replace the pipeline capacity component of the CLNG
contract?

A. The Company undertook the following actions to replace the capacity component of the
CLNG contract:

e The Company entered into a new contract for incremental pipeline capacity on
AGT for 5,000 Dth per day from Beverly, Massachusetts to the Company’s
citygate beginning in 2022/23.*

e The Company increased its capacity on Tennessee Gas Pipeline, L.L.C. (“TGP”)
by 10,000 Dth per day from Dracut, Massachusetts to the Company’s citygates
beginning in 2023/24 by way of: (i) a 5,000 Dth per day step-up in capacity on an
existing TGP contract, and (ii) a new 5,000 Dth per day capacity contract with

TGP.®

Consequently, starting in 2024/25, with the expiration of the CLNG contract, the

Company had effectively replaced the 14,100 Dth per day of CLNG capacity with 15,000

4 See, 2022 LRP, p. 22 and 28.
5 See, 2023 LRP, p. 26.
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Dth per day of capacity contracted by the Company. The stacked bar chart below

illustrates the changes in the Company’s capacity portfolio.

As illustrated by the chart above, the Company’s 2024/25 capacity portfolio is essentially
equivalent to the Company’s 2021/22 capacity portfolio reflecting the expiration of the

CLNG contract and the Company’s executed pipeline capacity replacement strategy.

How did the Company replace the gas supply component of the CLNG contract?

As discussed in the 2024 LRP filed in Docket No. 24-27-NG, the Company entered into a
contract with Repsol Energy North America Corporation (“Repsol”) for firm gas supply
effective November 1, 2024, for a primary term of five years. The Repsol contract

provides the Company the right, but not the obligation, to call on Repsol to deliver up to
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15,000 Dth per day, and a total contract quantity of 525,000 Dth per year, of gas supply
from Repsol’s Saint John LNG terminal in Atlantic Canada to the interconnection with
AGT at Beverly, Massachusetts and/or the interconnection with TGP at Dracut,

Massachusetts.®

Does the combination of pipeline capacity contracted by the Company together with
the Repsol contract replace the volume of bundled citygate delivered service under
the CLNG contract?

Yes, the Company’s capacity contracts on AGT and TGP, as outlined above, together
with the gas supply contract with Repsol, provide 15,000 Dth per day of gas supply
deliverable to the Company’s citygates and, therefore, replace the bundled service

provided by the CLNG contract.

What other factors contributed to the overall decrease in the design peak hour gas
costs observed by Mr. Mierzwa?

There are several market factors that have contributed to the overall decrease in the
Company’s design peak hour gas costs in the current 2024/25 GCR period relative to
prior years. Specifically, in February 2022 Russia’s invasion of Ukraine resulted in

various energy market implications, including the introduction of significant volatility in

6

See, 2024 LRP, p. 25-26.
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the global prices for LNG. Because the New England region imports LNG for winter
supply, this volatility impacted liquidity and price offerings in New England resulting in
much higher costs for certain winter supplies during the 2022/23 GCR period (i.e.,
approximately $68.66 million of costs allocated from the GCR to the DAC). Although
prices decreased significantly for the 2023/24 GCR period, the lower liquidity continued
to influence market participants and deal structures (e.g., fixed cost/must-take contracts).
The allocation of fixed costs from the GCR to the DAC for the 2023/24 GCR period
totaled approximately $25.84 million.” Through its Request for Proposals process for the
procurement of winter supplies for the 2024/25 GCR period, the Company observed an
increase in the number of market participants and a variety of deal structures resulting in
a lower fixed cost for certain winter supplies (e.g., no fixed cost/must-take contracts).®
These lower costs are reflected in the decreased fixed design peak hour costs allocated

from the GCR to the DAC of approximately $15.87 million.

Conclusion
Does this conclude your rebuttal testimony?

Yes.

7 See, also, the Company’s response to data request Division 5-7 in Docket No. 23-23-NG regarding the
Company’s 2023 Gas Cost Recovery filing, provided as Attachment JMS-1 (Rebuttal).
8 See, also, the Company’s response to data request Division 1-31 in this docket.
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Page 1 of 1
The Narragansett Electric Company

d/b/a Rhode Island Energy

RIPUC Docket No. 23-23-NG

In Re: 2023 Gas Cost Recovery Filing

Responses to Division’s Fifth Set of Data Requests
Issued September 6, 2023

Division 5-7

Reguest:

Please explain in detail why the system pressure factor/design hour costs to be reflected in the
DAC for the period November 2023 — October 2024 are significantly lower than the system
pressure factor/design hour costs reflected in the DAC for the period November 2022 — October
2023.

Response:

The system pressure factor/design hour costs to be reflected in the DAC for the period November
2023 through October 2024 are significantly lower than the system pressure factor/design hour
costs reflected in the DAC for the period November 2022 through October 2023 primarily
because of the cost of imported LNG supplies. Last year, when the Company issued its RFPs,
world events, specifically the war in Ukraine greatly impacted the global LNG prices. The cost of
LNG supplies is significantly lower this year. Please see the table below for the TTF Index for
the period August 2022 through March 2023 compared to the period August 2023 through March
2024 (October 2023 through March 2024 indices are as of September 5, 2023).

8/1/2022 $50.69( 8/1/2023 $9.66
9/1/2022 $69.36[ 9/1/2023 $11.10
10/1/2022 $59.81|10/1/2023  $10.67
11/1/2022 $39.91{11/1/2023|  $14.00
12/1/2022 $35.38[12/1/2023|  $15.86
1/1/2023 $36.98| 1/1/2024| $16.52
2/1/2023 $20.42| 2/1/2024| $16.67
3/1/2023 $16.71| 3/1/2024| $16.53

Prepared by or under the supervision of: Megan Borst
(Pursuant to the Transition Services Agreement)



