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MA Supreme Court Ruling Deals Blow
to Access Northeast

3 By Jeremiah Shelor on August 18, 2016 at 12:00 a.m.

The Supreme Judicial Court of Massachusetts on Wednesday dealt a setback to the
proposed Access Northeast pipeline project when it overturned a gas-electric
harmonization plan approved by the state’s Department of Public Utilities (DPU).
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The DPU, in response to a petition last year from the state’s Department of Energy
Resources, approved a plan to allow electric distribution companies (EDC) in the
state to enter into long-term capacity contracts on natural gas pipelines and
recover the costs through rates. The EDCs would then release their contracted

capacity to electric generators or back into the market.
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The plan came in response to recent commaodity price volatility in New England
during the capacity-constrained winter months and was designed to work around
the problem of electric generators being unwilling to sign up for the long-term
capacity contracts needed to stimulate pipeline construction.

The court concluded that, while Massachusetts state law tasks the DPU with
regulating contracts for both natural gas companies and electric companies,
respectively, the department ultimately “erred in interpreting” the relevant code
“as authorizing it to review and approve ratepayer-backed, long-term contracts by
electric distribution companies for natural gas capacity.”

The plaintiffs challenging the capacity release plan in Massachusetts were Engie
Gas & LNG LLC and the Conservation Law Foundation.
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Allowing state-regulated EDCs to purchase pipeline capacity is a key component of
the Access Northeast project as currently proposed. The mostly brownfield Access
Northeast -- under development by Spectra Energy Partners LP along with EDCs
Eversource Energy and National Grid - would add around 900,000 Dth/d to
Algonquin Gas Transmission LLC's (AGT) system to serve electric generation
demand in New England and address the region’s recent winter price blowouts.

National Grid spokeswoman Danielle Williamson told NG/ that the court’s ruling “is
a disappointing setback for the project, which is designed to help secure New
England’s clean energy future, ensure the reliability of the electricity system, and
most importantly, save customers more than 51 billion annually on their electricity
bills. We will explore our options for a potential path forward with Access Northeast
and pursue a balanced portfolio of solutions to provide the clean, reliable, and
secure energy our customers deserve."
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Matt Hoza of BTU Analytics LLC said the state supreme court’s decision is
“definitely a blow for Access Northeast.” Hoza said he's waiting “to see if Spectra
has any legal recourse or if there is a loophole that they might be able to exploit”
before making any final assessment on the project’s future.

“There are some smaller AGT projects this year and next, but really Access
Northeast was the big project into New England that was going to praovide some
basis relief,” he said. “If it does go down, expect basis to be just as volatile as it has
been in the past and LNG imports to remain an important fuel source during
winters."

Hoza pointed to a small bump in winter 2018/19 forward prices at AGT Citygate
following the court ruling.

According to NGI's Forward Look, for winter 2018-19, Access Northeast’s target in-
service date, the strip at AGT Citygate increased from $6.11/MMBtu to 56.14
between Monday and Wednesday; the winter 2022-23 strip increased from $6.69 to
$6.73, with every winter in between also seeing a bump of 2-3 cents.

NGI's markets analyst Nate Harrison said the timing of the ruling, coming before
Thursday’s storage report, “allows us to better visualize the possible price impact
on Algonquin winter strips in isolation from other major market news.”

The Spectra-operated AGT filed with FERC in February seeking approval of a tariff
revision needed to move forward with Access Northeast's proposed EDC capacity
commitments, setting off a debate that has drawn numerous filings from
stakeholders on both sides (see Daily GPI, June 29).

The revision would allow Algonquin to bypass the Federal Energy Regulatory
Commission’s capacity release requirements in order for EDCs owning firm
transportation contracts to give up their capacity to generators as part of a state-
regulated electric reliability program. Opponents of the proposal have described it
as anti-competitive and said it would artificially suppress the value of the capacity,
while backers have said it would improve reliability and save ratepayers money by
avoiding price spikes.

Representatives from Engie and Repsol Energy North America, another New
England liquefied natural gas (LNG) player, effectively argued against Access

Northeast during a June conference in Boston, pitching the region’s LNG capacity
as the best method for meeting short-term winter peak demand (see Daily GPI,

June 13).

Last month, Maine utility regulators approved a ratepayer-backed reliability plan
similar to the one struck down Wednesday in Massachusetts (see Daily GPI, July
21).

Sierra Club v. Dept of Energy,
4:25-cv-5027 SC_EVERSPLIT0027170



