BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE
STATE OF RHODE ISLAND

IN THE MATTER OF

THE NARRAGANSETT ELECTRIC
COMPANY D/B/A RHODE ISLAND ENERGY
2025 DISTRIBUTION ADJUSTMENT
CHARGE AND GAS COST RECOVERY
FILING

DOCKET NO. 25-22-NG

' '

DIRECT TESTIMONY
OF
JEROME D. MIERZWA

ON BEHALF OF

THE DIVISION OF PUBLIC UTILITIES AND CARRIERS

October 1, 2025

EXETER

ASSOCIATES, INC.
10480 Little Patuxent Parkway, Suite 300
Columbia, Maryland 21044




TESTIMONY OF JEROME D. MIERZWA

Docket No. 25-22-NG
October 1, 2025

TABLE OF CONTENTS

Page

[, INTRODUGCTION . ...t e e e e e e e e e e e eaen e a e e e e e e eeeeeennnnaaeeeaeaanenes 1

[I. DESIGN PEAK HOUR COSTS ... .o 9
[ll. NATURAL GAS PORTFOLIO MANAGEMENT PLAN AND GAS PROCUREMENT

INCENTIVE PLAN. ... 14

V. COMMODITY GAS COST PROJECTIONS...... .o 16

V. TRANSPORTATION SERVICE IMBALANCE CASH OUT PROVISIONS............... 16



o ©O© oo N oo o b~ W N -

N N 2 —Aa A a —a a0 =\ o
-~ O ©OW o0 N o U b O DD -

TESTIMONY OF JEROME D. MIERZWA

Docket No. 25-22-NG
October 1, 2025

I. INTRODUCTION

WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS

ADDRESS?
My name is Jerome D. Mierzwa. | am a Principal at and the President of
Exeter Associates, Inc. (“Exeter”). My business address is 10480 Little
Patuxent Parkway, Suite 300, Columbia, Maryland 21044. Exeter specializes
in providing public utility-related consulting services.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

EXPERIENCE.
| graduated from Canisius College in Buffalo, New York, in 1981 with a
Bachelor of Science Degree in Marketing.! In 1985, | received a Master’s
Degree in Business Administration with a concentration in finance, also from
Canisius College. In July 1986, | joined National Fuel Gas Distribution
Corporation (“NFG Distribution”) as a Management Trainee in the Research
and Statistical Services Department (“RSS”). | was promoted to Supervisor
RSS in January 1987. While employed with NFG Distribution, | conducted
various financial and statistical analyses related to the Company’s market
research activity and state regulatory affairs. In April 1987, as part of a
corporate reorganization, | was transferred to National Fuel Gas Supply
Corporation’s (“NFG Supply”) rate department where my responsibilities

included utility cost of service and rate design analysis, expense and revenue

' Effective August 1, 2023, Canisius College became Canisius University.
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requirement forecasting, and activities related to federal regulation. | was also
responsible for preparing NFG Supply’s Federal Energy Regulatory
Commission (“FERC”) Purchase Gas Adjustment (“PGA”) filings and
developing interstate pipeline and spot market supply gas price projections.
These forecasts were utilized for internal planning purposes as well as in
NFG Distribution’s annual state purchased gas cost review proceedings.

In April 1990, | accepted a position as a Utility Analyst with Exeter. In
December 1992, | was promoted to Senior Regulatory Analyst. Effective April
1, 1996, | became a Principal of Exeter. Since joining Exeter, my assignments
have included gas, electric, and water utility class cost of service and rate
design analysis, evaluating the gas purchasing practices and policies of
natural gas utilities, sales and rate forecasting, performance-based incentive
regulation, revenue requirement analysis, the unbundling of utility services,
and the evaluation of customer choice natural gas transportation programs.

HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY

PROCEEDINGS ON UTILITY RATES?

Yes. | have provided testimony in approximately 500 proceedings before the
FERC, utility regulatory commissions in Arkansas, Connecticut, Delaware,
Georgia, lllinois, Indiana, Louisiana, Maine, Maryland, Montana, Nevada,
New Hampshire, New Jersey, Ohio, Pennsylvania, South Carolina, Texas,
Utah, and Virginia, as well as before the Public Utilities Commission of Rhode
Island (“Commission”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

Exeter was retained by the Division of Public Ultilities and Carriers (“Division”)

to review the August 28, 2025, annual Gas Cost Recovery (“GCR”) filing of
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the Narragansett Electric Company d/b/a Rhode Island Energy (“Rhode
Island Energy” or “the Company”). Exeter was also retained by the Division to
review the System Pressure Factor component of the Company’s August 28,
2025, annual Distribution Adjustment Clause (“DAC”) filing. On September
16, 2025, the Company filed a number of corrections and revisions to its initial
GCR and DAC filings. Those corrections and revisions are discussed in detail
in the September 16, 2025 GCR and DAC filings. My testimony presents the
results of my review of the Company’s GCR filing, as modified by the
September 16, 2025 corrections and revisions. My testimony also reviews the
System Pressure Factor component of the DAC, as modified by the
September 16, 2025 corrections and revisions. Mr. Alberico Mancini, Principal
Policy Associate at the Division discusses and reviews the remaining
components of the DAC and presents the results of his review of the DAC in a
memorandum filed by the Division in this proceeding.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS

COMMISSION?
Yes. | presented testimony on behalf of the Division in Rhode Island Energy’s
2019 GCR proceeding at Docket No. 4963, 2020 GCR proceeding at Docket
No. 5066, 2021 GCR proceeding at Docket No. 5180, 2022 GCR proceeding
at Docket No. 22-20-NG, 2023 GCR proceeding at Docket No. 23-23-NG, and
2024 GCR proceeding at Docket No. 24-29-NG. | have also previously

testified before this Commission in the following water utility rate proceedings:

« City of Newport, Water Division Docket Nos. 2985, 4355, 4295, and
4933;

« Providence Water Supply Board Docket Nos. 2048, 3163, 3832, 4406,
4618, 4994, and 24-51-WW;,
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« Kent County Water Authority Docket Nos. 2555, 3311, and 4611,
- Pawtucket Water Supply Board Docket Nos. 2674 and 3945;
« Suez Water Rhode Island, Inc. Docket No. 4800; and

«  Woonsocket Water Division Docket Nos. 4320 and 4879.

WHAT IS YOUR EXPERIENCE WITH RESPECT TO EVALUATING
THE GAS PROCUREMENT PRACTICES OF NATURAL GAS LOCAL
DISTRIBUTION COMPANIES (“LDCs”) LIKE RHODE ISLAND
ENERGY?
Over the last 35 years, | have reviewed and assessed the gas procurement
practices of approximately 40 different LDCs. For many of these LDCs, | have
performed gas procurement reviews on an annual basis. In total, | estimate
that | have performed approximately 250 such reviews. These assessments
include review of an LDC’s capacity and gas supply resource portfolios. An
LDC'’s capacity resource portfolio would generally include those resources
necessary to deliver gas supplies to the LDC'’s distribution system (citygate)
such as firm interstate pipeline transportation service, and interstate pipeline
storage service. An LDC's gas supply portfolio would generally include
purchase arrangements that provide for the availability of gas at interstate
pipeline receipt points which are then subsequently delivered to the LDC
utilizing the LDC’s capacity resource portfolio. Gas withdrawn from interstate
pipeline storage facilities would generally be delivered to an LDC utilizing the
LDC'’s capacity resource portfolio. Gas supply arrangements that provide for
the delivery of gas directly to an LDC’s citygate would be considered

combined capacity and gas supply resources, as would an LDC’s on-system
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A.

storage facilities, including underground storage, liquified natural gas (“LNG”),
and propane facilities.
PLEASE SUMMARIZE RHODE ISLAND ENERGY’S CURRENT GCR
RATES AND THE RATES PROPOSED BY THE COMPANY IN THIS
PROCEEDING.
The current High Load Factor GCR rate is $0.6437 per therm and the current
Low Load Factor GCR rate is $0.7195 per therm. The Company is proposing
a decrease in the High Load Factor GCR rate of $0.0662 per therm to
$0.5775 per therm, or 10.3%. The Company is proposing a decrease in the
Low Load Factor GCR rate of $0.0853 per therm to $0.6342 per therm, or
11.9%. An average Residential Heating customer using 845 therms per year

will experience a GCR bill decrease of $72.07, or 11.9%.

IS RHODE ISLAND ENERGY ALSO PROPOSING TO DECREASE

ITS DAC FACTORS IN THIS PROCEEDING?
Yes. As discussed in greater detail by Mr. Mancini in the memo filed by the
Division in this proceeding the Company is also proposing decreases to the
DAC factors. For the average Residential Heating customer utilizing 845
therms per year, the Company is proposing a DAC factor which inclusive of
the Gross Earnings Tax, will decrease DAC Factor charges by $114.43. In
total the GCR and DAC factor rates proposed by the Company in this
proceeding will reduce rates for the average Residential Heating customer by
$188.51, or 10.2%.

PLEASE SUMMARIZE YOUR FINDINGS AND

RECOMMENDATIONS.

My findings and recommendations are as follows:

Direct Testimony of Jerome D. Mierzwa Page 5
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The fixed gas costs Rhode Island Energy incurs to meet the design
peak hour demands of its customers are currently removed from the
GCR and recovered through the System Pressure Factor component
of the DAC. In this proceeding, Rhode Island Energy is proposing to
recover $12.40 million in fixed gas costs through the System Pressure
Factor component of DAC. | recommend that the System Pressure
Factor component of the DAC proposed by Rhode Island Energy be
approved subject to any adjustments determined to be appropriate by
the Commission with respect to the allocation of variable peak hour
costs between the DAC and GCR,;

The Order in GCR Docket No. 24-29-NG directed the Company to
track the variable costs incurred by the Company to meet the peak
hourly demands of its customers, to report those costs and, if
significant, to allocate those costs from the GCR to the DAC. In this
proceeding, the Company claims that the incremental variable costs
incurred to meet hourly demands during the winter of 2024-2025 were
not significant. However, the Company has not specifically quantified
those costs. Therefore, | recommend that in its rebuttal testimony, the
Company quantify the incremental variable costs it incurred to meet
peak hourly demands during the winter of 2024-2025, and state its
position on whether it considers the costs significant and the reasons
why;

The Company should track the actual incremental variable costs it
incurs to meet peak hourly demands and report those costs in its 2026
GCR and DAC filings. Should those costs be significant, those costs
should be included in the DAC reconciliation process next year and
removed from the GCR reconciliation process;

My review identified no concerns with the incentive awards calculated
by the Company under the Natural Gas Portfolio Management Plan
(“NGPMP”) or Gas Procurement Incentive Plan (“GPIP”);
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0o N o o B~ 0N -

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

e The commodity gas price projections reflected in the Company'’s filing

are consistent with currently projected commaodity prices;

e | recommend that the GCR rates proposed by Rhode Island Energy in
this proceeding be approved, subject to any adjustment determined to
be appropriate by the Commission with respect to the allocation of

variable peak hour costs between the GCR and DAC; and

e The tariff cash out provisions currently utilized by Rhode Island Energy
to address the monthly imbalances of transportation service customers
adversely and unreasonably increase the purchased gas cost of GCR
customers. Therefore, | recommend that the Commission require

Rhode Island Energy to revise its current cash out provisions to

eliminate the unreasonable impact of these provisions on GCR

customers.

BEFORE CONTINUING, GENERALLY DESCRIBE THE TYPES OF

CUSTOMERS SERVED BY RHODE ISLAND ENERGY AND THE

SERVICES PROVIDED TO THOSE CUSTOMERS.

Rhode Island Energy provides firm sales service to retail GCR customers.
This is a bundled service under which the Company arranges for the delivery
of gas supplies to its citygate to serve these customers and provides for the
delivery of these arranged supplies across its distribution system to end-use
customers. As such, Rhode Island Energy contracts for interstate pipeline
capacity and gas supply resources to serve retail GCR customers.

Rhode Island Energy also provides unbundled transportation service.
Under transportation service, end-use customers purchase their gas supplies
from third-party marketers or suppliers (collectively “marketers”) which
arrange for the delivery of the gas supplies utilized to serve their customers to

Rhode Island Energy’s citygate. The Company provides for the delivery of the
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marketer-arranged supplies from its citygate to the end-use customer. Rhode
Island Energy offers two primary types of firm transportation service — FT-1
and FT-2. Under FT-1 service, a customer’s gas usage is measured on a
daily basis. Under FT-2 service, a customer’s gas usage is generally
measured on a monthly rather than daily basis.

There are two categories of FT-1 customers - capacity assigned and
capacity exempt customers. The marketers serving capacity assigned FT-1
customers receive an assignment of the Company’s firm interstate pipeline
transportation capacity to meet a portion of their customers’ gas supply
requirements. The remainder of a capacity assigned FT-1 customer’s
requirements would be met by other capacity and gas supply resources
acquired by the marketer serving the customer. The marketers serving
capacity exempt FT-1 customers are not assigned any of the Company’s
interstate pipeline capacity resources. Marketers serving capacity assigned
and capacity exempt FT-1 customers are required to deliver the gas supply
requirements of their customers on a daily basis within the imbalance
tolerances permitted under Rhode Island Energy’s tariff.

The marketers serving FT-2 customers also receive an assignment of
Rhode Island Energy’s interstate pipeline firm transportation capacity to meet
a portion of their customers’ gas supply requirements. The marketers serving
FT-2 customers would use this capacity to arrange and provide for the
delivery of gas supplies to Rhode Island Energy’s citygate. FT-2 marketers
are also provided access to a portion of the Company’s storage and peaking
resources which the marketer may use to meet the daily gas supply

requirements of its customers that is not met by the assigned interstate

Direct Testimony of Jerome D. Mierzwa Page 8
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pipeline firm transportation capacity. The storage and peaking services are
not directly assigned to marketers, but are managed by the Company.

In summary, Rhode Island Energy secures the interstate pipeline firm
transportation capacity, storage, peaking resources, and gas supplies
necessary to meet the requirements of its retail GCR sales customers, the
interstate pipeline firm transportation capacity assigned to FT-1 and FT-2
marketers, and the storage and peaking requirements of FT-2 customers.
These requirements are commonly referred to as Rhode Island Energy’s
planning load.

Il. DESIGN PEAK HOUR COSTS
Q. THE FIXED GAS COSTS THAT RHODE ISLAND ENERGY INCURS

TO MEET THE DESIGN PEAK HOUR PEAK DEMANDS OF ITS

CUSTOMERS ARE CURRENTLY REMOVED FROM THE GCR AND

RECOVERED THROUGH THE SYSTEM PRESSURE FACTOR

COMPONENT OF THE DAC. PLEASE IDENTIFY THE DESIGN PEAK

HOUR DEMAND FIXED COSTS THE COMPANY IS PROPOSING TO

REMOVE FROM THE GCR AND INCLUDE IN THE DAC IN THIS

PROCEEDING.

A. In this proceeding, the Company is proposing to remove $12.40 million in
fixed costs from the GCR and include those costs in the System Pressure
Factor component of the DAC.? As discussed on page 10, line 14 — through

page 11, line 1 of the pre-filed direct testimony of Kim Dao in this proceeding,

2 In its initial August 28, 2025 GCR filing, the Company proposed to remove $11.59 million in fixed costs from the
GCR. As explained in the response to Division 5-2, because the Company was still in the process of negotiating
service agreements for portable LNG service at the time of its initial GCR filing, portable LNG fixed gas costs
which are recovered through the System Pressure Component of the DAC were not known. The Company has
recently executed a service agreement for portable LNG service and has revised its initial proposal to recover
$11.59 million of hourly peaking fixed costs through the System Pressure Factor to $12.40 million.
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the fixed costs associated with the following assets have been removed from
the GCR and included in the System Pressure Factor: (1) portable LNG; (2)
LNG refill and trucking; (3) the gas supply and the Company’s transportation
contracts on Tennessee Gas Pipeline for 45,000 dekatherms (“Dth) per day
with a receipt point of Dracut, Massachusetts; and (4) the gas supply and the
Company’s transportation contract on Algonquin Gas Transmission Pipeline
for 5,000 Dth per day with a receipt point of Beverly, Massachusetts. As such,
the daily contract quantity of the non-LNG assets being removed from the
GCR in this proceeding total 50,000 Dth per day.
ARE THESE THE SAME ASSETS WHOSE FIXED COSTS WERE
REMOVED FROM THE GCR AND INCLUDED IN THE SYSTEM
PRESSURE FACTOR IN THE COMPANY’S 2024 GCR FILING AND
HOW DO THE COSTS OF THE ASSETS REMOVED FROM THE
GCR IN THE 2024 GCR FILING COMPARED TO THE COSTS BEING
REMOVED IN THIS PROCEEDING?
With one exception, the Company is removing the fixed costs associated with
the same assets in this proceeding that were removed from the GCR in last
year’s proceeding. In last year’s proceeding, the fixed costs associated with
the gas supply and the Company’s transportation contracts on Tennessee
Gas Pipeline for 35,000 Dth per day were removed from the GCR and
included in the DAC. Thus, in last year’s proceeding, the daily contract
quantity of the non-LNG assets being removed from the GCR totaled 40,000
Dth per day. The total fixed costs removed from the GCR and included in the

System Pressure Factor in last year’s proceeding were $15.87 million.

Direct Testimony of Jerome D. Mierzwa Page 10
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Q. PLEASE EXPLAIN WHY THE COMPANY INCREASED THE DAILY

CONTRACT QUANTITY OF THE NON-LNG ASSETS BEING
REMOVED FROM THE GCR TO MEET DESIGN HOUR DEMANDS
BY 10,000 DTH PER DAY IN THIS YEAR'S PROCEEDING.

A. As explained in greater detail on pages 26 and 27 of the Company’s Gas-

Long-Range Resource and Requirements Plan for the Forecast Period
2025/26 to 2029/30 in Docket No. 24-27-NG (“2025 LRP”) effective April 1,
2025, the Company entered into a 10,000 Dth per day firm transportation
contract with Tennessee Gas Pipeline for a primary term of five years. This
agreement has a receipt point at Dracut, Massachusetts and delivers gas to
the Company'’s city gate at Cranston. The Company entered into this
agreement to address several concerns. First, the additional agreement
addresses increases in forecasted design hour requirements which require
4,824 Dth per day of additional capacity. In addition, the additional agreement
addresses a change in the Company’s planning approach of relying on
18,000 Dth per day of capacity from its Exeter LNG facility with full
redundancy and not 24,000 Dth per day of vaporization capacity at the Exeter
LNG facility. This change is discussed in detail in footnote 24 on page 22 of

the Company’s 2025 LRP:

The maximum vaporization capacity for the Exeter
LNG facility is 24,000 Dth per day when using both
vaporization systems simultaneously; but would be
reduced to an operation capacity of 18,000 Dth per day
when not using both vaporization systems
simultaneously. Specifically, at the Exeter LNG facility,
the Company has two glycol heated vaporizers, each
with a capacity of 750 Dth per hour. Each vaporizer has
its own glycol heater, glycol pump, and can use one of
two LNG pumps for 100 percent redundancy to 750 Dth
per hour. Above 750 Dth per hour, the Company must

Direct Testimony of Jerome D. Mierzwa Page 11
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run both vaporizers simultaneously. Although the
Company has tested, and confirmed with an
engineering study, that both vaporizers can run
simultaneously to achieve a rate of 1,000 Dth per hour,
the 1,000 Dth per hour rate is limited by the amount of
glycol that can be pumped into both vaporizers
simultaneously to support vaporization. By planning on
a rate of 18,000 Dth per day (i.e., 750 Dth per hour
multiplied by 24 hours) from the Exeter LNG facility, the
Company maintains full redundancy of the planning
volume for reliability purposes. Thus, should the
Company experience an operational issue with the
vaporizer in use, it can rely of the standby, vaporizer to
provide the full 18,000 Dth per day as planned.

Q. IF THE COMPANY IS INCREASING THE NON-LNG ASSETS

REQUIRED TO MEET DESIGN PEAK HOUR DEMANDS BY 10,000
DTH PER DAY, WHY ARE THE FIXED COSTS THE COMPANY IS
REMOVING FROM THE GCR AND INCLUDING IN THE DAC
DECLINING FROM $15.87 MILLION IN LAST YEAR’S PROCEEDING
TO $12.40 MILLION?

A. The fixed costs the Company is proposing to remove from the GCR have

declined since last year’s proceeding because the Company was able to
reduce the fixed demand costs paid under the gas supply contracts relied
upon to meet design peak hour demands and the Company was able to

reduce its portable LNG fixed costs.

Q. BASED ON YOUR REVIEW, IS IT YOUR RECOMMENDATION THAT

THE $12.40 MILLION RHODE ISLAND ENERGY IS PROPOSING TO
REMOVE FROM THE GCR AND RECOVER THROUGH THE
SYSTEM PRESSURE FACTOR COMPONENT OF THE DAC BE
APPROVED?

Direct Testimony of Jerome D. Mierzwa Page 12
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It is my recommendation that the System Pressure Factor component of the
DAC proposed by the Company be approved, subject to any adjustment
determined to be appropriate by the Commission with respect to the
allocation of variable peak hour costs which | subsequently discuss in my
testimony.
THE ORDER IN GCR DOCKET NO. 24-29-NG DIRECTED THE
COMPANY TO REPORT WHETHER IT INCURRED ANY
INCREMENTAL VARIABLE COSTS TO MEET PEAK HOUR
DEMANDS DURING THE 2024-2025 WINTER SEASON. DID THE
COMPANY INCUR ANY INCREMENTAL VARIABLE COSTS TO
MEET PEAK HOUR DEMANDS DURING THE WINTER OF 2024-
20257
Yes, the Company did incur incremental variable costs to meet peak hour
demands during the winter of 2024-2025. The Order in GCR Docket No. 24-
29-NG directed the Company to track the variable costs incurred to meet
peak hour requirements, to report those costs and, if significant, to allocate
those costs from the GCR to the DAC. Data request Division 4-32 in this
proceeding asked the Company to identify the variable costs incurred by the
Company to meet peak hour demand during the period August 2024 through
July 2025. In the response to Division 4-32, the Company reported that it
incurred variable portable LNG costs during the winter of 2024-2025 to meet
hourly demands. However, the Company did not quantify those variable
costs. In the DAC corrections and revisions filed on September 16, 2025, the
Company indicated that it had incurred variable costs during the 2024-2025

gas year under two of the gas supply agreements maintained by the
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Company to meet hourly peak demands. However, those costs were not
specifically quantified in the September 16, 2025 filing.
In this proceeding the Company claims that the incremental variable
costs incurred to meet peak hourly demands during the winter of 2024-2025
were not significant. However, the Company has not specifically quantified
those costs. Therefore, | recommend that in its rebuttal testimony, the
Company quantify the incremental variable costs it incurred to meet peak
hourly demands during the winter of 2024-2025, and state its position on
whether it considers the costs significant and the reasons why.
SHOULD THE COMPANY REPORT WHETHER IT INCURS ANY
VARIABLE COSTS TO MEET PEAK HOUR DEMANDS DURING THE
WINTER OF 2025-2026 IN NEXT YEAR’'S GCR AND DAC
PROCEEDINGS?
Yes. Should those costs be significant, those costs should be included in the
DAC reconciliation process next year and removed from the GCR

reconciliation process.

lll. NATURAL GAS PORTFOLIO MANAGEMENT PLAN AND GAS
PROCUREMENT INCENTIVE PLAN
BRIEFLY DESCRIBE THE COMPANY’S NGPMP AND GPIP.
Under the NGPMP, the Company uses its interstate pipeline firm
transportation contracts, underground storage contracts, peaking supplies,
and gas supply contracts, when not required to meet GCR customer
requirements to generate incremental revenue generally through off-system

transactions. The Company is provided an incentive to engage in these

Direct Testimony of Jerome D. Mierzwa Page 14
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activities under the NGPMP. The details of the NGPMP are provided in
Attachment NGPMP-1 of the Company’s GCR filing.

The GPIP is a hedging program designed to mitigate the volatility of
Rhode Island Energy’s natural gas costs and to encourage the Company to
achieve lower-hedged commodity costs for GCR customers. The details of
the GPIP are provided in Attachment JMP-1 of the Company’s GCR filing.

DID YOU REVIEW THE RESULTS OF THE COMPANY’S NGPMP

AND GPIP?

Yes.

DID YOUR REVIEW IDENTIFY ANY CONCERNS WITH THE

INCENTIVE AWARDS CALCULATED BY THE COMPANY UNDER

EACH PLAN?
With respect to the NGPMP, the Company’s current NGPMP was approved in
Docket No. 4038. As part of the NGPMP, the Company is required to file
quarterly and annual reports with the Commission summarizing the
Company’s activity and performance under the NGPMP. The Company filed
its annual NGPMP report for the period April 1, 2024 through March 31, 2025,
with the Commission on May 15, 2025. The annual NGPMP report is typically
included by the Company in its subsequent annual GCR filing. As a result of
discovery filed by the Division before the Company’s annual GCR filing was
made, the Company discovered several minor modifications were necessary
to the annual NGPMP report for the month of March 2025. Those corrections
were made to the annual NGPMP report included in the Company’s 2025

annual GCR filing made on August 28, 2025. With those corrections, | have
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no concerns with the incentive awards calculated by the Company under the

NGPMP, and no concerns with the awards calculated under GPIP.
IV. COMMODITY GAS COST PROJECTIONS

HOW DID RHODE ISLAND ENERGY DEVELOP THE GAS SUPPLY
COMMODITY COST PROJECTIONS INCLUDED IN ITS GCR
FILING?

The proposed GCR factors are based on the New York Mercantile Exchange
("NYMEX?”) forward natural gas commodity prices as of the close of trading on
August 5, 2025.
ARE CURRENT NYMEX COMMODITY PRICES CONSISTENT WITH
THOSE UTILIZED BY THE COMPANY IN ITS GCR FILING?

Yes.

V. TRANSPORTATION SERVICE IMBALANCE CASH OUT PROVISIONS

BRIEFLY DESCRIBE THE CURRENT TRANSPORTATION SERVICE

IMBALANCE CASH OUT PROVISIONS INCLUDED IN RHODE

ISLAND ENERGY’S TARIFF.
As previously explained, under transportation service, end-use customers
purchase their gas supplies from marketers which arrange for the delivery of
the gas supplies utilized to serve their customers to Rhode Island Energy’s
citygate. The Company provides for the delivery of the marketer-arranged
supplies from its citygate to the end-use customer. The quantity of gas used
by an end-use customer during a month will not be known until the end of the
month and, therefore, there will inevitably be differences, or imbalances,

between the quantity of gas delivered to the Company by a marketer to serve
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its customers and the actual quantity of gas used by the marketer’'s
customers. If the quantity of gas delivered to Rhode Island Energy by a
marketer during a month is in excess of its customers’ monthly usage, the
difference is referred to as an over delivery, and if the quantity of gas
delivered to Rhode Island Energy by a marketer during a month is less than
the marketer’s customers’ monthly usage, the difference if referred to as an
under delivery.

DO YOU HAVE A HISTORY OF MONTHLY OVER AND UNDER

DELIVERY IMBALANCES FOR RHODE ISLAND ENERGY’S

TRANSPORTATION CUSTOMERS?
Yes. The Company response to Division 4-13 attached to my testimony as
Schedule JDM-1, provides a monthly history of the aggregate imbalances of
FT-1 and FT-2 transportation customers classes for the period April 2024
through July 2025. Negative imbalances on Schedule JMD-1 reflect under
deliveries, and positive imbalances reflect over deliveries.

HOW ARE MONTHLY IMBALANCES CURRENTLY RESOLVED BY

THE COMPANY?
Generally, for an under delivery, the Company sells a quantity of gas to the
marketer equal to the under delivery. For an over delivery, the Company buys
a quantity of gas from the marketer equal to the over delivery. That is, the
monthly over and under delivery quantities are cashed out.

HOW ARE THE PRICES FOR THE GAS SOLD OR PURCHASED TO

RESOLVE TRANSPORTATION SERVICE MONTHLY IMBALANCES

DETERMINED?

Direct Testimony of Jerome D. Mierzwa Page 17
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The tariff provisions addressing the resolution of FT-1 transportation customer
monthly imbalances are identified in Section 2.03.2, Section 6, Schedule C,
Sheets 15 and 16, subsection 2.03.02 of the Company’s tariff. For over
deliveries of between 0% and 5%, the over deliveries are purchased at the
average of daily index prices for the relevant month. The daily index prices
utilized under the Company’s FT-1 cash out provisions are Algonquin
Citygate and Tennessee Gas Pipeline Zone 6 index prices. The average of
these two index prices are referred to as the Daily Indices in the Company’s
tariff. As shown in the Company’s tariff a reduction percentage factor is
applied to the Daily Indices for over delivery imbalances greater than 5%.

For FT-1 transportation customer under deliveries of between 0% and
5%, the under deliveries are sold at the highest average of seven consecutive
Daily Indices price for the relevant month. As shown in the Company’s tariff,
an increased percentage factor is applied to the under delivery Daily Indices
price for under delivery imbalances greater than 5%.

For FT-2 transportation service customers, as described in Section 6,
Schedule C, Sheets 23-24, subsection 3.04.0 of the Company’s tariff, monthly
over deliveries are purchased by the Company and underlives are sold by the
Company at the monthly average of the Daily Indices price for the relevant
month.

WHAT IS YOUR CONCERN WITH THE COMPANY’S CURRENT

TRANSPORTATION SERVICE CASH OUT PROVISIONS?

As just described, over delivery imbalances are generally purchased by the
Company at the Daily Indices price. This price is identified as the Index Rate

on Schedule JDM-1. As also shown on Schedule JDM-1, during the 2024-

Direct Testimony of Jerome D. Mierzwa Page 18
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Q.

2025 heating season (November 2024 — March 2025), in aggregate,
marketers serving transportation customer over delivered gas supplies and
under the current cash out provisions, the Company purchased these over
deliveries at the Index Rate shown on Schedule JDM-1. These purchased
supplies were included as purchases in the GCR. As shown in Schedule
JDM-1, the price paid for these purchases were relatively high with a price of
$17.08 Dth paid in January 2025 and price of $14.63 Dth paid in February
2025. During the months of January and February 2025, based on the
response to Division 4-1, the price paid for other gas supplies purchased by
the Company to serve GCR customer were generally in the $4.00 Dth range.
As a result, under the Company’s current cash out provisions, GCR
customers were required to pay for much higher costs for gas supplies under
those provisions than if the Company purchased the cash out gas supplies
from other sources. | estimate that during the winter of 2024-2025, the current
imbalance cash out provisions increased the gas costs of GCR customer by
approximately $2.7 million.
WHY WAS THE INDEX PRICE PAID BY THE COMPANY FOR
CASHED OUT OVER DELIVERIES SO MUCH HIGHER THAN THE
PRICE PAID FOR OTHER PURCHASES MADE BY THE COMPANY
DURING THE WINTER OF 2024-20257
The Algonquin Citygate and Tennessee Zone 6 purchase locations are in
New England and generally priced much higher than the price for the gas
supplies purchased by the Company which are generally purchased upstream
of the Algonquin Citygate and Tennessee Zone 6 index price locations.

WHAT DO YOU RECOMMEND?

Direct Testimony of Jerome D. Mierzwa Page 19
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A. | recommend that the Commission require Rhode Island Energy to revise its

current cash out provisions to eliminate the unreasonable impact of the

current provisions on GCR customers.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes, it does.

Direct Testimony of Jerome D. Mierzwa Page 20




BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE
STATE OF RHODE ISLAND

IN THE MATTER OF )
THE NARRAGANSETT ELECTRIC )
COMPANY D/B/A RHODE ISLAND )
ENERGY 2025 DISTRIBUTION )
ADJUSTMENT CHARGE AND GAS COST
RECOVERY FILING

DOCKET NO. 25-22-NG

SCHEDULES ACCOMPANYING THE

DIRECT TESTIMONY
OF
JEROME D. MIERZWA

ON BEHALF OF

THE DIVISION OF PUBLIC UTILITIES AND CARRIERS

October 1, 2025

Direct Testimony of Jerome D. Mierzwa Page 1




In Re:

Schedule JDM-1
Page 1 of 2

The Narragansett Electric Company
d/b/a Rhode Island Energy
RIPUC Docket No. 25-22-NG

2025 Distribution Adjustment Charge Filing

Responses to Division’s Fourth Set of Data Requests

Issued August 10, 2025

Reguest:

Division 4-13

Please provide, on an aggregate basis (as opposed to an individual supplier basis), a monthly
tabulation of FT-1 and FT-2 transportation customer imbalances for the period April 2024
through July 2025. That is, provide receipts of customer-owned gas adjusted for distribution
system fuel retention and on-system storage activity versus consumption. Show how the
imbalances were resolved, including those cashed-out, cashed-in, those carrted forward, or
Include quantities and rates applicable to resolving imbalances

resolved through other means.
(cash-out and cash-in separately) as appropriate.

Response:

Please see the table below for the requested information.

Month Imbalances in Dth Total Imbalance in Dth Index Rate
FT-1 FT-2
(@ ) @© @ @©

(1) Apr-24 2,338.9 (7,883.9) (5,545.0) $1.53
(2) May-24 (8,514.7) (23,089.1) (31,603.8) $1.86
3) Jun-24 (14,015.6) 8,956.7 (5,058.9) $1.93
4) Jul-24 (2,894.1) (14,283.6) (17,177.7) $1.78
5) Aug-24 (10,047.9) (121,182.6) (131,230.5) $1.61
(6) Sep-24 {23,203.2) (1,475.2) (24,678.4) $1.78
{(7) Oct-24 (51,645.5) 43,879.8 (7,765.7) $1.81
(&) Nov-24 (33,472.2) 25,0704 (8,401.8) $2.26
9 Dec-24 77.311.1 32,348.6 109,659 .8 $9.26
(10) Jan-23 83,357.5 2,917.0 86,2744 $17.08
(11) Feb-23 74,871.6 16,5372 91,408.9 $14.63
(12) Mar-25 12,729.3 28,063.2 40,792.6 $4.29
(13) Apr-25 (6,129.5) 15,750.6 9,621.1 $3.18
(14) May-25 (13,751.6) 63,423.5 49,671.8 $2.58
(15) Jun-25 26,5513 (21,022.8) 5,528.5 $2.86
(16) Jul-25 6,305.6 4,962.2 11,267.8 $4.30
a7

(18) (165,962.0) (125,571.9) (291,533.9)

Prepared by or under the supervision of: Evan Gibbon




Schedule JDM-2
Page 2 of 2

The Narragansett Electric Company

d/b/a Rhode Island Energy

RIPUC Docket No. 25-22-NG

In Re: 2025 Distribution Adjustment Charge Filing
Responses to Division’s Fourth Set of Data Requests
Issued August 10, 2025

Division 4-13, page 2

The FT-1 imbalances are cashout using the tier rates based off the index rates listed in the table
above.

The FT-2 imbalances are separated into appropriate months using degree days, then multiplied
by the average of the daily indices for the relevant month.

FT-1 and FT-2 transportation customer imbalances are resolved as described in the Company’s
gas tariff, RIPUC, NG-GAS No. 101, Section 6, Transportation Terms and Conditions,
Schedule C.

Prepared by or under the supervision of: Evan Gibbon
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