IV.8. Annual Gas Requirements in Power Generation Facilities

The need for new generation facilities in New York City and Long Island will result in a
significant increase in natural gas requirements. As illustrated in Exhibit IV-12 annual
gas requirements increase slightly from 2001-2003 as existing units are operated at a
higher capacity factor and new generation is being developed. However, between 2003
and 2004 gas requirements increase dramatically, from 320 BCF in 2003 to 410 BCF by
2004, due to the increase in new gas-fired generation brought into the market. This
forecast can, in fact, be classified as conservative since the generation expansion plan
includes two of the proposed transmission cable projects from Connecticut to Long
Island (660 Mw). The possible delay or cancellation of these projects would lead to
higher gas requirements on Long Island since on-Island generation projects would be
required to meet load. After 2004, gas requirements drop slightly and then stabilize due
to displacement of older, less efficient generation capacity by new, high efficient units.

Exhibit 1IV-12 Natural Gas Use for Power Generation - NYC and Long Island
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V. Connecticut Electric Power Market Assessment

V.1. Market Overview

The power market in Connecticut does not operate on a stand-alone basis, but rather it
is a component of a connected and coordinated New England electricity market. The
New England power market includes the six states of Maine, New Hampshire, Vermont,
Massachusetts, Connecticut and Rhode Isiland. The New England wholesale market
was ftraditionally a centrally dispatched power market organized around NEPOOL.
NEPOOL coordinated regional power planning and generation dispatch beginning in
1971, and was classified as a tightly coordinated power pool. However, at the state
level, individual state public utility commissions, each with different policies and
objectives, regulate the utilities within each of the six states.

The New England market can be characterized by its leadership role in transforming its
market from a tightly regulated power market to a restructured competitive market. 1SO-
NE has now assumed responsibility for managing the New England region’s electric
bulk power generation and transmission systems and administering the region’s open
access transmission tariff. In addition, ISO-NE administers the restructured wholesale
electric market for the region based on a bid-based power exchange. Thus, while the
focus of this assessment is on the Connecticut market, it is important to note that
operations and planning occurs on a region-wide basis.

V.2. Characteristics of the New England Market

The New England market can be characterized by a number of key factors that serve to |
highlight the structure and initiatives in the energy market in New England.

Wholesale market based on a restructured power pool/ISO structure
Market rules still being refined

Not a liquid wholesale market

Retail access in several states

Oil/gas units on the margin

High variable cost market

Growing gas and power markets

Transmission constraints which limit imports

High level of generation asset divestiture activity

10.  Proliferation of new merchant plant proposals

11.  Recent additions to gas pipeline capacity

12.  Aging stock of existing generation facilities

13.  Major importer of Canadian electricity and gas supplies
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In a recent study by the North American Electric Reliability Council entitled “2001
Summer Assessment — The Reliability of the Bulk Electricity Supply in North
America, May 2001”, actual summer peak demand in the New England power market




was reported at 21,919 MW in the year 2000. This was slightly less than the all time
peak of 22,544 MW (July 6, 1999). The lower peak was due to the summer of 2000
being cooler than normal. With generating capability and net purchases of over 25,500
MW, ISO New England anticipates that there will be sufficient capacity to meet
projected peak demand. Peak demand is projected to grow at a rate of about 1.6% per
year.

V.3. New England Demand/Supply Balance

Exhibit V-1 illustrates the latest demand/supply balance within NEPOOL. The data is
from the April 1, 2001 ISO-NE report entitled “NEPOOL Forecast of Capacity,
Energy, Loads and Transmission — 2001-2010".

Exhibit V-1 NEPOOL Resources and Requirements (MW)

Year 2000 . 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 |
Unadjusted Peak Demand {(Summer) 25,579 27,182 32,007 32,090 32,084 32,052 31,880 31,809 31,770 31,8642 31,544
Demand Side Management
Non-OP4 Int. Contracts 14 14 14 15 15 18 20 22 21 21 20
Peak Load Management 184 185 1080 - 183 195 224 231 224 218 210 204
[Conservation on Peak 1,189 1,200 1,257 1,309 1377 1,397 1,353 1,344 1,288 1,241 1,188
Loss Adjustment 120 124 127 130 138 139 138 138 132 127 122
Total DSM 1,488 1,522 1,588 1,647 1,728 1,778 1,741 1,725 1,854 1.588 1,534
INUGS Netted from Load 10 10 10 10 10 10 10 10 9 8 8
|Adjusted Demand 23,183 23,652 24,143 24,496 24,883 28,311 26,721 26,015 26,379 26,725 27,078
Generation Capacity
{Participant 21,243 21,430 25,814 25,814 25814 25,814 25,814 25,814 25,814 25,814 25,814
Non-participant 3,281 4,583 5,794 5,703 5,793 5,762 5,669 5,618 5,479 5,351 5,253
Net of purchases/Saies 1,022 1,116 438 430 424 424 424 424 424 424 424
Total Supply 26,826 27,129 32,044 32,037 32,031 31,999 3,907 31,866 31,717 231,689 31,491
Installed Reserve (MW) 2373 3,477 7,901 7,641 7,168 6,688 6,186 5,841 5,338 4,864 4,418
Instafled Reserve % of Load 10 15 33 31 29 26 24 22 20 18 18

Source: April 2001 NEPOOL Capacity, Energy, Loads, and Transmission Report.

With the exception of the year 2000, NEPOOL is expected to exceed a 15% reserve
requirement, based on the existing installed and committed capacity within NEPOOL.
The above projection anticipates a growth in generation capacity of 5,965 MW over the
next 10 years, but much of this growth will occur in the first 3 years of the projection.

V.4. NEPOOL Generation Capacity

New England’s generation capability represents a varied mix of resources as
distinguished by fuel types. The generation mix represents both utility-owned generating
assets, as well as independent power projects. The ownership structure of these assets
has changed dramatically due to the divestiture of these assets by traditional investor-
owned utilities and independent power producers. The upshot of these changes is that
the majority of generation capacity in New England will be merchant capacity over the
next few years, setting the stage for the transformation to a liquid commodity market.
Exhibit V-2 illustrates the mix of installed generation capacity by fuel types in New
England.
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Exhibit V-2: Installed Capacity by Type, 2001

Capacity (MW) Percentage
Oil-Steam 3,466 12.7
Oil/Gas Steam 3,535 13.0
Gas CC/CT 1,558 5.7
Nuclear 4,344 16.0
Coal 2,606 9.6
IPP Thermal 4,347 16.0
Pumped Storage 1,678 6.2
Hydro 1,579 5.8
Oil/Gas Combined Cycle 1,765 6.5
Qil/Gas-CT/IC 981 3.6
Net Purchases 1,116 4.1
Other 153 0.5
Total 27,129 100.0

Source: NEPOOL CELT Report April 1, 2001

The installed generation base in New England is oriented toward intermediate oil and
oil/lgas steam units. Approximately 30.0% of the NEPOOL capacity is comprised of oil
or dual fuel oil/gas units. Many of these units have high heat rates and are relatively
old. Only about 9.6% of NEPOOL generation capacity uses coal. Most of these coal-
fired plants are smaller in size and may not be able to capture the required economies
of scale to make expected environmental upgrades, such as NOx SCR, economically
feasible.

A large share of generation is provided by the base load units, non-utility generators
and outside purchases, particularly from Hydro Quebec. Peaking capacity, which is
comprised largely of oil/gas combustion turbine and internal combustion projects as well
as pumped storage units, comprises 9.8% of total capacity.

Nuclear capacity now accounts for only 16% of NEPOOL capacity due to the retirement
of Maine Yankee, Connecticut Yankee, and Millstone Unit 1. The economics and
operating performance of several of the remaining nuclear units are uncertain, but
recent acquisitions (i.e. Pilgrim Unit by Entergy and the Millstone Station by Dominion)
and the expected sale of Vermont Yankee enhance the likelihood that these units will
remain on-line at least until their licenses expire. Given the predominance of relatively
inefficient fossil steam units in the current New England market, the nuclear units are
likely to command a strong base load position. However, lower market prices or higher
going-forward costs for these units could hasten their retirements since the new owners
will operate these units based on economics.

V.5. Transmission System Infrastructure

The New England Power Pool bulk electric transmission system is comprised of 345-kV,
230-kV, 115-kV, and 69-kV facilities that were planned and constructed in an integrated
fashion by the New England utilities cooperating through NEPOOL. Historically,
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NEPOOL has experienced very limited internal transmission constraints. An analysis of
the expected frequency of binding internal transmission constraints, conducted for
NEPOOL as part of its FERC filing for approval of market-based rates, indicated that the
areas potentially affected by binding constraints were the greater Boston area,
southwest Connecticut, and Maine regions. In particular, NEPOOL studies have
illustrated that the Connecticut import interface is both thermally and stability limited with
a transfer limit of 1,500-2,800 MW. Low generation in Connecticut, exports to New York
from northern and eastern New England, and high Connecticut load are primary factors
influencing transfer capability. As a result, Connecticut is likely to require in-state
generation to meet load requirements.

While the intra-region flow of electricity has been subject to some transmission
limitations, the interconnections between New England and neighboring regional power
systems are relatively limited, thus placing a premium on resources internal to New
England. As shown in Exhibit V-3 below, the total transmission transfer capability into
New England is about 4,600 MW, which represents only about 21% of estimated 2000
summer peak requirements. The stated transfer limits represent maximum transfer
capabilities, while, in practice, operating constraints on a daily/hourly basis may require
transfer to be limited to levels below those presented below. Inter-regional constraints
could likely be reduced with a more integrated approach to regional dispatch
coordination (e.g., combined NEPOOL and NYPP).

Exhibit V-3: Interregional Transmission Transfer Capabilities (MW)
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V.6. Additional Generation/Merchant Plant Activity

New England is in the midst of a period of explosive growth in the gas-fired power
generation. The strong demand for power, new gas supplies from offshore Nova Scotia
and several pipeline infrastructure expansion proposals has led to many gas-fired
merchant power plant proposals in New England.




Many gas-fired power plants have been proposed for the Connecticut region. Exhibit V-
4 below lists 16 projects that have been filed at ISO-NE, including three that are
currently in-service or are under construction. Exhibit V-5 illustrates the location of the
proposed projects within Connecticut. The output from these proposals total 8,134 MW.
Obviously, many of these projects are competing with others on the list as well as other
projects throughout New England, so not all will be built. One can estimate the gas use
for a generic plant, in order to get a sense for the amount of incremental gas that will be
required. The average plant size is approximately 500 MW. If the generic plant has a
combined cycle configuration and uses today’s high-tech turbine technology, it will
operate at a low heat rate (i.e. 6,800-7,000 Btu/Kwh)'. Low heat rate plants of this size
consume about 85,000 dth/day of gas when fully operational or approximately 25 Bcf
per year at an 80% capacity factor. Therefore, if a small number of the power plant
proposals proceed to construction, they will have a significant impact on the amount of
gas consumed in Connecticut.

According to the EIA statistics, Connecticut consumed 131,143 MMcf of natural gas in
1999, which translates into an average daily consumption rate of 359,000 dth/day.
Adding a new gas-fired power plant that consumes 85,000 dth/day would increase the
average daily natural gas requirements in the state by 24%.

Exhibit V-4 Proposed Gas-Fired Generation in Connecticut

LLC. 520 | 2Q-1999

1 Bridgeport Harbor Bridgeport Bridgeport Energy,
Station
2 Milford Power Milford Power Development Co. LLC 540 1Q- 2000
3 Lake Road Killingly Lake Road Generating Co. LP 810 | 2Q- 2001
Generating
4 | Wallingford Power Wallingford | Wallingford Dept of Utilities 550 | 1Q-2001
5 Meriden Power Meriden PDC Meriden Power Co. 554 | 3Q- 2001
6 AES Carpenter Southington | AES Enterprise Inc. 700 | 2001
7 Towantic Energy Oxford Calpine Corp. 540 | 2001/2002
8 Rocky River Power New Milford | Sempra Energy 530 | 2Q- 2001
9 Bridgeport Harbor Bridgeport | Wisvest Corp. 520 | 2Q-2003
Station :
10 | New Haven Harbor New Haven | Wisvest Corp. 520 2Q-2003
11 | Middletown A Middletown | NRG Energy 500 | 4Q-2003
12 | Middletown B Middietfown | NRG Energy 750 | 4Q-2005
13 | Montville A Uncasville NRG Energy 500 | 3Q-2004
14 | Norwalk Harbor A S. Norwalk | NRG Energy 100 | 4Q-2003
15 | Norwalk Harbor A S. Norwalk | NRG Energy 400 2Q - 2004
16 | S. Norwalk S. Norwalk | CT Municipal Electric 100 | 1Q- 2001
Repowering
Total 8,134

Source: ISO-NE

' Heat rate measures the fuel input required to produce a kilowatt hour of electric output. Heat rates in

the range of 6,800 — 7,000 Btu/Kwh translate into approximately 50% thermal efficiency




It is important to note that several of these proposed projects are repowering or
conversion opportunities at existing generating stations acquired through the divestiture
process. For example, NRG is proposing to add 2,250 MW of generating capacity at
existing unit sites acquired from Connecticut Light & Power, while Wisvest is proposing
to add 1,040 MW to units it acquired from United llluminating. It is interesting to note
that both Sithe and Southern Companies have projects under construction at sites
acquired from utilities in New England, including repowering and expansion options.
Conversion to natural gas could have a significant environmental benefit for Connecticut
by reducing emissions from oil or coal-fired units.

In fact, environmental issues associated with several existing utility units in Connecticut
have been a major topic in the state legislature. Both the state Senate and House
approved bills to require the state’s six oldest, most-polluting power plants to meet
modern emission standards by the end of 2004. The targeted plants include New Haven
Harbor, Middletown, Montville, Norwalk, Bridgeport Harbor and Milford. Certainly, gas
conversions or repowering with gas could serve to reduce emissions and become part
of a strategy to meet legislative requirements. Several of these plants are accessible to
the Islander East Pipeline.

V.7. Need for New Pipeline Construction

Some 9,049 MW of gas-fired power plant capacity (40% of New England’s generating
capacity) is in operation or under construction. This profusion of gas-fired merchant
power plants has increased the demand for natural gas in the region and has brought
into question whether or not there is sufficient pipeline capacity to serve this incremental
gas demand. In fact, ISO-NE recently commissioned a study regarding the availability of
pipeline capacity to support the generation required to meet New England’s power
needs. The findings from this study will be discussed in this section.




In an October 2000 report by Energy Ventures Analysis, Inc. entitled “Consequence of
a Natural Gas Dependency for New England’s Electrical Supply ”, the authors state
that more pipeline capacity needs to be constructed to offset the risk of the failure of a
pipeline serving New England. “While the timing of these projects is debatable, unless
excess pipeline capacity is built, the region still will be challenged to meet peak day gas
requirements that include significant gas demand for power generation. Pg 5-8”. The
study predicts that 15,809 MW of turbine based, gas-fired, power plant capacity will
likely be built in New England by 2005. Not surprising, the rapid increase in gas
utilization has called for corresponding increases in pipeline capacity. .

In a January 2001 report entitled “Steady-State Analysis of New England’s
Interstate Pipeline Delivery Capability, 2001-2005”, written for ISO-NE by Levitan
and Associates (LAl), the authors used a steady state model to test whether or not New
England will have sufficient natural gas pipeline capacity to meet the incremental
demand requirements brought on by the construction of new gas-fired power plants.
The study concluded “ ...that absent any mainline facilities expansions on the interstate
pipelines serving New England, significant shortfalls are likely to materialize in 2003.”
This evaluation did not include the commercialization of the HubLine project. On page
21 of the report, the authors state “Should Hubline be commercialized, LAl expects
various bottlenecks downstream of Mendon, MA along Algonquin’s J lateral to be
alleviated.” In other words, the construction of HubLine will alleviate bottlenecks on the
Algonquin system in New England. This is good news for gas consumers in
Connecticut in terms of reliability and deliverability of gas in the state.

Given that the pipeline capacity serving the state is mostly fully subscribed, other
sources of gas will have to be accessed to serve any new gas-fired plants. This gas
can be sourced directly through the construction of a new pipeline, or via expansion of
an existing pipeline, or through displacement of gas. The combination of HubLine and
Islander East will increase the capacity of natural gas delivered to Connecticut. In the
report’s recommendations, LAl refers to the fact that merchant power generators are
vulnerable to pressure swings on the pipeline. New plants have difficulty operating at
inlet gas pressures below 400 psig. Gas delivered to southern Connectlcut on Islander
East will be at a pressure in excess of 400 psig.




VI. Forecasts of Aggregate Gas Requirements in New York
and Connecticut

The forecasts of gas requirements in the target markets for the Islander East Project
(southeastern New York and Connecticut) are comprised of both traditional LDC and
power market requirements. In addition, the forecasts presented include annual
requirements and peak day requirements in both markets. For the LDC market, winter
season requirements are also analyzed to estimate the amount of pipeline capacity that
the LDCs may require. This section draws on the analysis presented in the previous
five sections to arrive at a forecast of total gas requirements in the target markets.

As illustrated in Exhibit VI-1, annual gas requirements are projected to increase by
approximately 257 Bcf over the forecast period. This equates to an average annual
growth rate of 2.67% per year between 2001 and 2010. The growth rate in gas
requirements is expected to be much higher between 2001 and 2005 at 3.6% per year.
The rate of growth is largely driven by increases in gas requirements in the power
generation market in New York, as well as the LDC market in southeastern New York.
It is important to note that the gas requirements in the power market of Connecticut are
difficult to forecast going forward since the location of plants to be built in the New
England market is uncertain. Nevertheless, as previously discussed, there are a
number of power generation projects proposed for Connecticut and we would expect
that at least one of these projects would enter service during the forecast period. The
addition of one of the proposed projects would result in an increase in annual gas
consumption of nearly 25 BCF, which is currently not included in the forecast.

Exhibit VI-1 Forecast of Annual Gas Requirements (Bcf)

2001 2005 2010

Southeastern New York LDC 520.7 571.1 633.6
New York Power Generation 289.3 379.1 424.8
Subtotal New York 810.0 950.2 1,058.4
Connecticut LDC 150.0 165.7 158.5
Total Market 960.0 1,105.9 1,216.9

The peak day forecast is comprised of the same sectors as the annual forecast. The
one issue with the forecast is the level of peak day gas requirements for the New York
power market given the range of generation expansion projects expected. Thus, we
have provided a range of requirements for the electric sector in Section IV of this
analysis. In this section, we have utilized Case 4 as the basis for calculating peak day
requirements. Case 4 can be considered a relatively conservative case given the
projections contained in other cases.

The projections illustrate that the market potential for pipeline capacity exceeds the
pipeline capacity proposed by the Islander East Project. Exhibit VI-2 provides the
forecast of peak day requirements for gas supply/transportation. Peak day




requirements are projected to increase by 648,000 dth/day between 2001 and 2005 and
by an additional 422,000 dth/day between 2005 and 2010.

Exhibit VI-2 Peak Day Forecast Mdth/Day

2001 2005 2010

Southeastern New York LDC 2,929 3,134 3,395
Power Generation? 0 392 512
Subtotal New York 2,929 3,526 3,907
Connecticut LDC 798 849 890
Total Market 3,727 - 4,375 4,797

On a winter season basis, analysis of KeySpan (New York City and Long Island) and
Consolidated Edison’s demand/supply balance illustrates a shortfall of winter season
supplies beginning in 2002/03 for KeySpan and 2001/02 for Consolidated Edison. The
shortfall continues through the forecast period, indicating a need for each LDC to
contract for seasonal and possibly annual supplies to meet projected load. KeySpan, for
example, is projected to require over 110,000 dth/day of seasonal supplies by 2005 and
over 300,000 dth/day by 2010 given its forecasted level of growth. This assumes
existing supplies are fixed through the contract period.

For Consolidated Edison, winter season requirements going forward are significant but
are lower than KeySpan. Consolidated Edison is projected to require 51,000 dth/day of
winter season capacity by 2005 and 112,000 dth/day in total by 2010.

Analysis of demand for winter season requirements for the Connecticut LDCs is more
complicated since the Companies add gas supplies in their forecast to balance load.
However, if we assume that winter season gas supplies are fixed at 2001 levels,
Connecticut utilities will require approximately 23,000 dth/day of capacity by 2005 and
nearly 41,000 dth/day by 2010.

The analysis shows that the requirements for new incremental gas supplies and
transportation on an annual, seasonal, and peak day basis clearly exceed the amount of
capacity provided by the Islander East Pipeline, illustrating a definite need for the
project in the near term and beyond 2005.

2 Based on Case 4. Analysis considers only incremental requirements from 2001.




VIl. Economic Impacts/Benefits of Islander East

Demand for natural gas in New York City and Long Island is growing at a quicker rate
than other areas of the country and Islander East will deliver incremental gas to these
load pockets. The increased supply diversity, infrastructure enhancements, and access
to higher-pressure gas will bring increased reliability to the end-use customers and the
power generators in Connecticut as well. Gas demand for both end-users and
electricity generators in these markets is expected to continue to grow over the next
several years. In order to meet these projected increases in demand, more natural gas
pipeline capacity must be built into New England, New York City and Long Island.

Currently, natural gas is delivered to New York City and Long Island through the New
York Facilities System, which contracts for capacity on Algonquin (ConEd only),
Tennessee, Texas Eastern, Transco and Iroquois. The direct connections to Long
Island are via Transco in the south and Iroquois to the north. The total contracted
capacity into New York City and Long Island is approximately 2,300 Mdth/day. The
Islander East pipeline will add another 285,000 dth/day of capacity to Long Island,
which can be expanded to 500,000 dth/day. This is a timely increment, in light of the
demand growth projected in the electric generation sector. For example, if all of the
Islander East capacity were used to fuel gas-fired combined-cycle electric generators, it
would be sufficient to supply an incremental 1,500 MW of generation.

Besides the benefit of new pipeline capacity into Connecticut and across to Long Island,
the Islander East pipeline further enhances reliability by adding a separate pipeline onto
the island. Increasing the deliveries by expanding the existing systems, i.e. Transco
and Iroquois, does not remove the risk of a supply interruption due to an operational
failure on one of those systems. Adding another separate pipeline does mitigate some
of the downside risk associated with operational interruptions on existing pipelines.

Another benefit of the Islander East Pipeline is that it will further diversify the supply
portfolio of natural gas delivered to Long Island. During the 2000/2001 gas year,
KeySpan Long Island and KeySpan New York obtains 76% of their natural gas from
domestic sources and 24% from Canadian imports. Islander East is directly connected
to the Algonquin system, which has access to numerous supply basins throughout the
North American pipeline grid. Through interconnections, Algonquin has access to gas
supplies from the Gulf Coast, Mid-Continent, Chicago and Canada. Traditionally, Long
Island has received its Canadian gas from the Western Canadian Sedimentary Basin
via lroquois and the US Gulf Coast via the Transco, Tennessee and Texas Eastern
systems. Islander East is ideally situated to access the recently developed offshore gas
supplies from Nova Scotia. Islander East is part of the east coast delivery system, i.e.
M&NE - HubLine — Algonquin - Islander East, which is designed to deliver Sable Island
gas to both the southern New England and New York markets. Accessing a new gas
supply basin that is in its infancy with respect to development, adds to the reliability of
the delivery network to Long island.




A further advantage of Islander East is associated with the cost of expanding the gas
infrastructure into New England now and in the future. The backfeed on the Algonquin
system serves to minimize construction costs for system expansions. The backfeed
allows for the construction of laterals to deliver gas to constrained areas, such as
southern Connecticut, without requiring costly upgrades on the mainline system of
Texas Eastern and Algonquin.

Islander East puts gas directly where it is needed. Increased deliveries from the south
would require an upgrading of some parts of the KeySpan Energy Delivery Long Island
facilities. Direct deliveries to the east end of the island will help to minimize the
upgrades needed to the KeySpan facilities on Long Island. Another pipeline delivery
system into Long Island that is capable of accessing gas production from existing and
new supply basins adds flexibility to both the New York City and Long Island markets.
For example, gas entering the west end of New York City destined for Long Island can
be diverted to another load center and replaced with gas coming on Islander East. In
addition, other markets can access gas off of Islander East via displacement.

Increasing the number of pipeline serving a market, as well as increasing the number
basins that those pipelines have access to, increases the competition and price liquidity
in that market. Increased diverse supply sources enhances the price competition of gas
in that market.

Demand for natural gas in Connecticut is also increasing with the proliferation of gas-
fired, combined-cycle, power plants. Not only will Islander East help to serve this
growing gas demand in the power sector, but it will add to the diversity and reliability in
the end-use markets as well.

The main supply of gas to Connecticut is from the Algonquin system with the balance
coming from the Tennessee and lroquois systems. The construction of Islander East
would also give Connecticut more pipeline reliability. Growth in pipeline capacity into
the state with gas sourced from an alternative basin would increase gas supply
reliability. The increased pressure would deliver gas to Connecticut power producers at
the pressure they need.

The reduction of more than 1,000 MW in nuclear power capability in Connecticut over
the last few years has made the state more dependent on natural gas as the demand
for electricity increases. Not only are developers proposing to construct new high
technology combined cycle plants in Connecticut, there are also several proposals to
convert and repower some existing oil-fired units. Islander East with its high-pressure
gas deliveries to southern Connecticut will be one component of the solution to meet
this demand for both conversion and grass root projects.

The development of gas infrastructure can spur economic development activity in both
Connecticut and New York. The project will generate economic development benefits in
Connecticut and New York in the form of direct private investment, construction-related
economic activity in Connecticut and New York, employment and income for local




workers, and secondary benefits for companies in these states who will benefit from the
primary employment and income benefits.

The differential between gas prices in New York and gas prices in New England were
drastically affected by the introduction of Sable gas into the New England market. As is
illustrated in Exhibit VII-1, prior to the introduction of Sable gas, New England prices

Exhibit VIl-1 Impact of New Gas Supplies on Price
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were in the order of 25¢/dth higher than New York prices. Once Sable production hit
the market, this price differential shrunk to zero and often went negative at different
times of the year. Increasing the amount of Sable supply into the New England market

will sustain price competition among alternative source.

Another benefit of the Islander East project in Connecticut is the increase in natural gas
pressures in the New Haven region. The new generation of gas-fired, combined-cycle
power plants with their advanced turbine technology require gas to be delivered at much
higher pressures than the gas required by the LDCs. Pressure to these plants must be
at least 400 psig and any pressure fluctuations below that level makes the operation
vulnerable to a shut down. Increasing the pressure of gas deliveries in southern
Connecticut, improves the reliability and the options available to both grass-roots
developers and re-powering projects.

In summary, there will be many similar benefits of the Islander East project to both the
Connecticut market, as well as those in New York City and Long Island. Islander East
will also bring different and specific benefits to each of these markets and will enhance
the capability of the gas system in the Northeast to meet continued load growth.
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Appendix A

KeySpan New York (dth)
Total
Throughput
including Off Total Peak Day
Year System Sales | Total Sales | Transportation | Off System Sales| Sendout
94-95 172,511,995 123,931,503 6,490,850 42.089,642| 962 307
95-96 187,447,374 142,105,515 10,739,798 34,602,061] 980,000
96-97 194,638,699 135,279,401 27,727,382 31,631,916 976.000
97-98 175,998,917 124,795,634 35,469,907 16.733,376] 803,000
98-99 160,819,622 116,798,848 39,707,943 4.312,831] 1,055,865
99-00 201,245 127 119,326,874 67,914,103 14,004,150] 1,079.176
KeySpan Long Island (dth)
Total .
Throughput
including Off Total Peak Day
Year System Sales | Total Sales | Transportation | Off System Sales| Sendout
94-95 73,325,095 65,066,834 140,821 8,117,440
95-96 83,575,649 75,973,899 1,018,844 6,582,906 649.000
96-97 79,917,900 66,626,867 5,108,123 8,182.910] 572.000
97-98 86,091,159 63,286,304 6,181,505 16,623,350] 627,000
98-99 92 882,166 66,947,023 5,393,444 20,541,699| 529,758
99-00 107,594,301 67.011.242 9,105,652 31477407 641610
KeySpan Combined (dth)
Total
Throughput
including Off Total Peak Day
Year - System Sales | Total Sales | Transportation | Off System Sales| Sendout
94-95 245,837,090 188,998, 337 6,631,671 50,207,082
95-96 271,023,023 218.079.414 11,758,642 41,184,967} 1,629,000
96-97 274 556,598 201,906,268 32,835,505 39,814,826 1,548,000
97-98 262,090,076 188,081,938 41,651,412 32,356,7261 1,430,000
98-99 253,701,788 183,745,871 45,101,387 24,854 530] 1,585,623
99-00 308,839,428 186,338,116 77,019,758 45.481,557] 1,720,786




Appendix B

PROPOSED INTERCONNECTIONS / NEW YORK CONTROL AREA

Page 10t d
Iml Bue | Dot of Study I | sntoreannection l l Stata of I Proposad
2 fPvoct Nama OwinetiDavelopar (MY Application 8 Peint iRy Articke X n-Sarvice
1 slodoiown Elalion Coq ERscr NA, 01688 o Loop Com-Roak Tav Linas NYPA NA 01
2 Ahans Gen Agrens Gon Co/ PGAE 1090 ouzTae [=3 Loaegs-FLvat 41 Una PAPC Apprma 1200 02
3 Bethkham Enargy Oentar PREG Powar N 350 ouzTEe [} Arany MAPC Appl Thedt 142788 xqz
4 CTLCC Todne LIPAS Trans Enange UE % 98 c Ensreham, Long idand Pa NA 2002
§  Tama Vailey Station Siho Enarglas 851 oUBEe R R¥mape CONED  Appi ted 114599 o2
6 Eunsot Enargy Flost Sunaut Enorgy Fnat LG X 0WHTAG c Cowanus CONED  Appl ted 7(26/M0 002
7 Ramapo Energy #temacican Najonat Pawar 1100 ozaes =3 Ramago COKED  Apgt acosptad 4204 x03
4 GRaEERS Labarhia-Slodna-Lag. o Q2255 W West Harsisaw CONED Wathdrawn A
% Mmnnnlmt Mieanum Power Gea Co. LLC 160 22238¢ A Ho? GamBrcknar CONED (Mo Fang) 08
W sdkennim 2 Mlocrdum PFowar Gen Co. LLC 320 022385 A Rob RawEudgkner CONEE (do Fang] 03
11 Eag Coost Powar-Lindan Exst Coxst Power-Lindan Meniure LP 2 O26MT A Gouhads CONED MG X0
12  Eazt Coas| Poevar-Lindan Bt Cadst Power-Lidon Venlum LP kg 23'2582 A Coathats CORED NGy 2002
13 Eazt Coast Powur-tindan Exst Codest Power-Lindan Venlure LF 150 0312699 A Goathas ZONED NIA 00
44 East Coast PowarLindan Eaxst Coxst Power-Lindan Vertlum LP 160 fclrtprg a4 Goathas CORED N [Phomay
16 CTL8AC Dading AEP Rosources Santoe Comp. &0 02113489 | Enareham, toag idand Urs NIA (rhconp
18 ABE Om Poim Yerd ARS8 Develegma m GO 1078 G698 R Heb GamBucknar CONED PreAm fked EAIT0 03
17 KeyBpon Ravenswood KeyEpan Enargp. o o ow21mn c Ravnnswood CONED  Appl aooaptod L2401 03
18  Fuietl Enpoarsin NYPA 500 oavel R Aatoria CONEQ Appi led BB 64
19 ESFCO NYC Enargy LLE ™R 054789 R Koni Ave DONED NEA 202
20 sgagool RosdCC Ut KeyEgan Enargy. e 250 onMTag A Spagnot Raat UPA, fNo Faog) 3
2t Ehoreham Can Staton KayEpan Enargy. o, 25 . 0AMTeS A Bhorsham LIPA (No Fling) 03
22 Tawopnda Enargy Cenise  Caiping Exekern Corparation 50 Dwinas A CoopCom-Rouok¥aw Unoa  NYPA  Predm flad 72700 2003
23 Caipine Two Enamgy Centar - Cajdne Eassern Oarparaticn 1033 0B/259 % 1 Lonp Com-Razk Taw Lings NYRA (No Flng) 203
24 Asiona Repawsing-Phase 1 Crio Powar 12 074398 A Astarta CONBD Pratim 81ad K600 2003
25 EaR Raer Ragowering Consoidalnd Edtzan of N 30 cahines (3 E 1 st COREQ  Appi anoapted 773100 202
26 Twn Ther Posvar Twan Ner Power, LLC 520 0802045 A ‘elomure-Cakdeda 31 Une NYSEQ  Fre-wp fied 07198 203
B2 EHRAON M SURI o 0eag W Far Roskawyy UPA NEA NeA
28  Epagnob Road GT Undl KayEpan Enargy. no. ma GBS & Epagnot Road LPA R a2
25 Bowdne Font unk 3 Bagham Erecgy, ine, 75 1011288 c W Haversraw CONER Al ncoaptnd B1Q00 2002
30 Hartage Bwon Biha Encrgas am  wwEes C  nompondenca (Cawego) WAPC  App ooosgted U21N0 203
at  Aziara Enmgy SCE Energy, LLT 1000 168 c Asiara COMED  &ppi acoepted TN 203
32 Emokhaven Enemy Arnerean Nallanal Powar 592 Hzag A Hofhrook-Brocikhaven Line LPA Proam diag J2BM0 203
33 Gkewiie Eneqiy Park Homiis Enargy Fark, LLC 310 1130m9 c Rotlantem MAFC Proam Ties 122983 200
34 Morth Fux Stmet Yoy, Resaarch Comp. 500 pHwn0 P Tan Ed Bysiam CONED (o Fing) 2:04
36 Ggiham Fowor - Bronk b st Reohdale Goop Gaup ™ mHiaee A Parkohestar/Teamont CONKED NA 2007
38 Frose Nepuna OC T Amnti Seawis, LLC 1200 2100 A Con £ Systern, Brookiyn CORED NA 2004
3T Kichan Calinass Enargy, L0 751 LBy, Zul F Raver t1d-Bingihn- Habx URA Pretim 3jad 17700 2002
38 Far Roshawoy Gon Ext. KeoySpan Enamy. oo ™= 0201800 P Far Anokaaay LRA HiA 02
3% E.F.Bamll Gon Ext KetySpan Enargy. Mo ™ e gl 4 Banat! uFrA L) a2
40 Raarbaxd Gen Statan KoySpan Enamgy. mo. rel 02100 A RMahoad UPA HA 202
41 Ecuthampion Gon Ex. KayEpan Enargy. ne 79 ompime A Sauthamgian UPA 7' 202
42 Hobrook Enedly PPSL Bramat, inc. 300 02100 4 Hosrcok uPa (N Fang) 003
43 PPL Kings Pk PPSL Giahal, 12 305 Mg R Phgrm LPA Fream 1kad 122010 202
44 Fumind Enogy PPAL Bobat, . 300 G200 F Rutxnd Road LPA {pic FRng} 2003
45 Froopon Enengy PO&L Gobal, ine. 0 0240100 e £mapart LFA (Mo Fitng) 203
48  Brookraven Energy PPAL Giast, Ine. 302 020200 P Breokhaven UFA {Na Fang) 08
4T GaenPowar OC Tio-ino QenPowes. LLC am 0200 F gt 45th Smel CONED WA 203
48 PPL Kirgs Park B, PPSL Ghatal, Ine. 300 o2 0e I Pigem URA (Na FEng) 02
48 Grockhaven Enengy Ext. FPSL Giobal, ine. 300 [ATG 14 Broothavea uPA (No FEng) 203
S0 AEB Emuhtown Gen AES Long Isiand LLEG 510 ooue Ll LPA 8ysirm LPA (o Fang) 204
51 Wadirg Rivar Gan £, KeyBpan Enargy. ing: 150 2100 P Wadly Rvar UPA {No FRm) X7
52 Fort Dnam Gon Exp. Nia fdn EncngpSiack River Fowos 5 GG o4 Fod Osun P NIA X0t
53 CT-Ruand, LIDC T TrarsEnecghn US. Lid 2% TIOTC P Rutand Road UPA NIA 02
$4 CTAFIM LINC T TransEnorgo US, LS 07 030 P Plignm UPA MO 2003
56 Fanpef Wind Energy Fac. Canazsia Wind Peaver, LLC 5 o400 P Fernaryndman NAPC MaA 0t
58 Golham Powas - Biookiyn 42 Reatoain Coop Group 73 w700 P Kani Ao CONED HGY €02
57 Fin Roak vancposer Flat Rock Windpower L1C 100 (ei>atiled P Lawvita-Boonwiia NVPC (Na FRng) 04
S8 Loves #3 Rapawaing Scuthom Enargy Lovell, LLE 120 cazwe P Lovet CONED (N Flng] 2004
$9  HIkura Unl92 Southam Emergy NY Gar. LLC 98 ixradrid P Hitom CONED NI 03
60 Hibum ¥ Comarsion Southam Energy NY Gen. LLC A o200 14 Himurn CONED NA 2008
Bt Greenpoin Encegy Pak GTM Snergy, LLC 501 0&MOOC P Ralney.Famagut Lings CONED No Flang] 2004
62 Fropot Jrnge Pmject Orange Aozotives, LF 42 OH'0B.0C P Tample 81 NPT o Fiing} 2002
63 LEASmION A Laats Blalry AsS07i0as, in. 650 0511400 P Hormat CHy.Sloda Ra Una NYSEG (No Frng) 00T
64 LBA Blalicn 8 Lowts Slaigy Associanes, e, &0 05200 o4 Dunkk-3amdarrdia Ling NVPC o FRng) oz
66 Lookport }| Gan Bhalion Fedisiar Powar Markating, LLC M5 A6 A Harrsan Sattan NYSEG NEA 2
88 tangam Cawaror TransEneslo H 100 GIRICT A Langiols. Chntat MPC NiA xot
67 ‘YralKR Enerqly Tan Deveopmant, LLC 1880 2100 P Comp Com-Rook Ta Lings NYPA (Mia Faimg] 03

raye ol



PROPOSED INTERCONNECTIONS / NEW YORK CONTROL AREA

30f 3
a%a l I Sze | Doteof Study I ‘ Itoreannaation l l Status of [ Proposad
3 Nama OwnerfDavabanat v I Appucaton | 8 Boint uiry Articha X Me.Boevice
88 Ruand Energy Exi. FPAL Globat, 1. 300 DE2300 24 Rularad Road LPA (kia FBNg} 203
68 Errpim Etoln Nowspnrd BasicorEmpra Stake 475 140 A Roynoids Raad L Froam fied 112210 04
7D Astars Repawnnng-Phasa 2 Orion Powes 800 GA/1EN0 A Astara TONED Preim Sled S50 06
T4 &R Creok YWng Pt ¥l Cragk Wend Plenl, LLC 50 oot 3] Lowvilte NPT NIA 20010
72 Isiond Gonacaling Elalion Fentslar Rosmr Marketing, LLC Tae i=h Ao [ Fresh Kiia CQNED R 202
73 island Genemiting Station 82 Fosisdar Powsr Markaling. LLC 500 ORI P Frash Kiis CONED o FRing] 02
74 Ooeenaita Enacgy Caner  FPL Enargy. LLC 530 10000 P Barmsit LPA (Na Fling) x0a
T8 Gatharn Povwesr - Brame | st Foahdae Soop Group T2 170 R Hak GaimBnoknpr CONED N oz
78 Watnriast SkyGen Energy, LLC 530 1300 Yy NMPC Z3D or 118 kY NPT Na Fling 204
77 Dovox Esecgy THan Devnopmant LLG 1002 14700 P PR Yadaylong M. Ta-ling CONED Na FBng) X6
78 Ramnsmoad Repowedng P KeyEran Raenswood Barvias, LT aun 120400 F Waman Suhstaiion COMED (Na FRog) 06
79 Haremn Rivof Yards N PA ne 120500 A Haoll Gate Substation CONED A ot
80 Het Gatn MYFA M58 120500 A Hell B3ia Eubsirtion CONED NA xn
81 Vemon Bivd PR T8 1206000 A wamon Subsialion OONED RiA 20
82 N Frst 8 and Grandg Ave NYPL 4 130600 A Vecnco-Greanamod Ane CONED NA 2x1
83 23nd Bland 3 Ave NYEA ne 120500 A Gawnnus Bubstation CONED N 2001
84 FaxHis NYPh 44 120500 b Rax His Substation CONED MIA 20
86  Sreniwrod NYPA 44 120500 YA Bmatwood 62 KV s, NI 0
88 NRG Astorks NRG ™y fatal- A Asion OOUNED NA 02
87 Bucnan Enangy Than Dewgopman LLC 3 T3 [ Buchanan CANED o Fing) 205
88 Hfmocn Enamy Than Davpnpmant. LLC 502 GA2E0T P Roserdam.Beer Swamp Ang MMPC 40 FReZ| 2008
[
32282

MNOTE: The codum: faberod 'S’ nafars 10 the sledus of the VY120 Sysiom Rofaeiey impoct’ Swdy. Tha Koy to the Satus cody & s fakows:
P=Panding, 4=4ciND, (=kmagiva. R=Shudy Repcrt Undor NYI1SD Raview, C=NYIEC Reviaw Compiated

Lipdated: OR1 222501




ISLANDER EAST PIPELINE COMPANY, L.L.C.

EXHIBITI-2

MARKET DATA - CONNECTICUT POST ARTICLE



Senate approves tough standards for state's oldest power plants

News
Top Stories
Local/Regional
Police Log
PRNewsWire
Editorial
Obituaries

Ansonia Fire Slide Show

Sports

Sports LocaliRegional

High Schools
The Week That Was

NEBC

Columnist
Charies Walsh
Stephen Winters
Michael Daly
Peter Urban
Ken Dixon

Business
Your Money
Stock Forecasts

Features

Weddings/Engagements

Births

CT Teens

Senior News

S8 Online for Women
Social Security
Woman Wise
Gardening

CT Connections

el

Weather

Postline Weather Online

Flight Delays
Forecast-Today
Forecast-U.S.
Forecast-World
Radar

Satellite
Temperatures-U.S.

Newspapers
Darien News-Review

Fairfield Citizen-News

Norwalk Citizen-New
Westport News

Search Archives

s

employment
wizard.com

Page 1 0of 3

Health care that s,
revolves around StVincents ji'f—;;
. you. , 1y gy

Article last updated:
Thursday, May 31, 2001 6:09 AM MST

1 E-Mail toa Friend &% Link to this

2 print this Article

§ Senate approves tough
standards for state's oldest

Dixon.connpost@snet.net

i - ¢
New standards: Six power plants face new
clean-air regulations under a bill passed
Wednesday. This aerial photo of the
Bridgeport Harbor plant is by Morgan
Kaolian/AEROPIX.

HARTFORD -- The state's six
oldest, most-polluting power
plants will be forced to meet
modern emissions standards
by the end of 2004, under a
bill approved Wednesday in a lop-sided Senate vote.

Amid charges that the tighter regulations could make the state,
particularly Southwestern Connecticut, vulnerable to California-
style power shortages and higher consumer prices, the Senate
voted 31-5 in favor of the legislation.

The bill, which was approved 86-56 in the House last week, heads
to Gov. John G. Rowland for final approval. Dean Pagani,
Rowland's spokesman, said Wednesday night that the governor is
expected to sign it.

But an executive with NRG Energy, which owns most of the plants
and has a deal in the works to buy the Bridgeport and New Haven
Harbor plants, said the legislation means dire consequences for
consumers who'll pay more for negligible changes in
environmental quality.

For Rep. Christopher L. Caruso, D-Bridgeport, passage of the bill
culminated a four-year quest in which he offended lawmakers on
both sides of the aisle and refused to compromise with watered-

down legislation.

Caruso framed the clean-air argument in the often-emotional terms
of Bridgeport area children who suffer mightily from asthma.

"Today was a tremendous victory," he told a scrum of reporters
outside the Senate.

http://www.connpost.com/S-ASP-Bin/Ref/Index.asp?PUID=6773&Indx=902607 &Artic..2 5/31/01
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The targeted power plants are in Norwalk, Bridgeport, Milford, New
Haven, Middletown and Montville. '

Last year, Caruso withdrew related, but diluted, compromise
legislation before a crucial House vote. The tactic led to an
executive order from Rowland and new rules within the state
Department of Environmental Protection to make the state's air-
quality regulations among the toughest in the nation.

The DEP rules essentially freed the six old plants by allowing
owners to trade so-called pollution credits with cleaner plants,
resulting in a regional averaging of emissions.

The new bill requires installation of air-scrubbing equipment,
switching fuels to those containing lower-sulfur levels and tonnage
caps, which require facilities to be shut down when they reach a
preset emission level. It is designed to reduce sulfur dioxides that
have been linked to respiratory ailments and acid rain.

The three-hour Senate debate was balanced between the need for
safeguards to continue the flow of power and warnings that the bill
might put excessive pressure on the electric industry.

"Fine particulate matter can lodge in the deepest recesses of our
lungs," said Sen. Donald E. Williams Jr., D-Killingly, co-chairman
of the Environment Committee, and chief proponent of the bill in
the Senate. "Clearly the reduction of sulfur dioxide emissions is not
only a worthy step but a necessary step The generators will be
able to meet the requirements of this bill by burning low sulfur oil."

Sen. John McKinney, R-Fairfield, said he's worried that even with
five new plants under construction, Southwestern Connecticut has
a transmission problem that could lead to brownouts or worse. He
warned of electric shortages that could temporarily shutdown the
Metro-North railroad. "I don't know if it will happen or not," he said,
adding that the tonnage caps could close the Bridgeport plant for
hours or days.

"There is no free lunch," said Sen. Robert L. Genuario, R-Norwalk.
"Today we take action to make power plants clean up their
emissions. That cost will be passed on to the consumers and
ratepayers of Connecticut."

Williams estimated the cost for new scrubbers at about 48 cents
per month per consumer and the substitution of low-sulfur oil at
about 19 cents per consumer per month.

But Bryan Riley, vice president of NRG Energy, in a statement

after the vote, said the state is now on a "collision course with
future power outages.”

http://www.connpost.com/S-ASP-Bin/Ref/index.asp?PUID=6773&Indx=902607 &Artic..2 5/31/01
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If Rowland signs the bill, Riley predicted "sharp increases in the
cost of electric power and a serious threat to the reliability of that
power, with no significant environmental benefit in return.” He
called the law "unworkable and totally unnecessary."

Pagani said Rowland was content to let the Legislature decide on
the extent of changes to the DEP's work. "Now the process is
complete,” Pagani said. "He thinks the regulations he put in place
are the strongest in the nation. He's comfortable with the
safeguards in this bill that allow emergency measures to be taken
in the event of a power emergency.”

Ken Dixon, who covers the Capitol, can be reached at (860) 549-
4670.

©1999-2001 MediaNews Group, Inc. All rights to republication are
reserved.
Connecticut Post incorporates The Bridgeport Post,
The Telegram and The Valley Sentinel
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Islander East Pipeline Facilities



NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.

DOCKET NO.:
PROJECT: Islander East Pipeline Facilities required for Islander East Project
PROJECT YEAR: 2003

DESCRIPTION TOTAL

Compression 30

Pipeline $130,861,000

M&R $8,833,000

AFUDC $9,926,000

PROJECT TOTAL $149,620,000
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EXHIBIT K

20F 11
6/13/01
1:31 PM
SUMMARY COST OF FACILITIES
NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.
DOCKET NO.:
PROJECT: Islander East Pipeline Facilities required for Islander East Project
PROJECT YEAR: 2003
ITEM DESCRIPTION COMPRESSION PIPELINE M&R TOTAL
132 RIGHT OF WAY $0 $10,952,000 $114,000 311,066,000
133 RIGHT OF WAY DAMAGES $0 $6,373,000 $0 $6,373,000
134 SURVEYS $0 $2,509,000 $5,000 $2,914,000
135 MATERIALS $0 $17,271,000 $2,848,000 $20,119,000
136 LABOR SO‘ $69,544,000 $4,527,000 $74,071,000
137 ENGINEERING & INSPECTIO 30 $13,892,000 $711,000 $14,603,000
144 OVERHEAD $0 $2,835,000 $163,000 82,998,000
145 AFUDC $0 $9,538,000 $388,0do $9,926,000
146 CONTINGENCY 80 $4,109,000 $343,000 $4,452,000
147 LEGAL FEES 30 $0 $0 $0
148 OTHER SERVICES $0 $2,976,000 $122,000 $3,098,000
PROJECT TOTAL $0 $140,399,000 $9,221,000 $149,620,000
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SUMMARY COST OF FACILITIES
NAME; ISLANDER EAST PIPELINE COMPANY, L.L.C.
DOCKET NO.:
PROJECT: Islander East Pipeline Facilities required for Islander East Project
PROJECT YEAR: 2003
DESCRIPTION TOTAL
Pipeline Facilities $140,399,000
$9,221,000

Meter Station Facilities

PROJECT TOTAL $149,620,000
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COST OF FACILITIES

NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.

DOCKET NO.:

PROJECT: Islander East Pipeline Facilities required for Islander East Project

PROJECT YEAR: 2003

FACILITY: 10.1 Miles 24 Inch Onshore Mainline P/L - Connecticut

ITEM DESCRIPTION PIPELINE

132 RIGHT OF WAY $3,083,000
133 RIGHT OF WAY DAMAGES $3,040,000
134 SURVEYS $659,000
135 MATERIALS $2,667,000
136 LABOR $12,755,000
137 ENGINEERING & INSPECTION $5,625,000
144 OVERHEAD $1,041,000
145 AFUDC $1,434,000
146 CONTINGENCY $910,000
147 LEGAL FEES 30
148 OTHER SERVICES $800,000

PROJECT TOTAL $32,014,000



COST OF FACILITIES

ISLANDER EAST PIPELINE COMPANY, L.L.C.
Islander East Pipeline Facilities required for Islander East Project

22.8 Miles 24 Inch - Long Island Sound --- Connecticut & New York

NAME:
DOCKET NO.:
PROJECT:
PROJECT YEAR: 2003
FACILITY:
ITEM DESCRIPTION
132 RIGHT OF WAY
133 RIGHT OF WAY DAMAGES
134 SURVEYS
135 MATERIALS
136 LABOR
137 ENGINEERING & INSPECTION
144 OVERHEAD
145 AFUDC
146 CONTINGENCY
147 LEGAL FEES
148 OTHER SERVICES

PROJECT TOTAL

PIPELINE

$984,000
$137,000
$1,698,000
$9,182,000
$43,105,000
$5,998,000
$801,000
$6,565,000
$1,916,000
30

$1,211,000

$71,597,000
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COST OF FACILITIES
NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.
DOCKET NO.:
PROJECT: Islander East Pipeline Facilities required for Islander East Project
PROJECT YEAR: 2003
FACILITY: 11.93 Miles of 24 Inch Onshore Mainline P/L - Long Island, New York
ITEM DESCRIPTION ' PIPELINE
132 RIGHT OF WAY 34,852,000
133 RIGHT OF WAY DAMAGES $2,125,000
134 SURVEYS $253,000
135 MATERIALS $3,418,000
136 LABOR ' $8,944,000
137 ENGINEERING & INSPECTION $1,629,000
144 OVERHEAD $314,000
145 AFUDC $1,001,000
146 CONTINGENCY $682,000
147 LEGAL FEES 30
148 OTHER SERVICES $676,000

PROJECT TOTAL $23,894,000



NAME:

COST OF FACILITIES

ISLANDER EAST PIPELINE COMPANY, L.L.C.

DOCKET NO.:

PROJECT:

ISLANDER EAST PIPELINE COMPANY, L.L.C.

PROJECT YEAR: 2003
5.6 Miles of 24 Inch Calverton Lateral Pipeline - Long Island, New York

FACILITY:

ITEM DESCRIPTION
132 RIGHT OF WAY

133 RIGHT OF WAY DAMAGES
134 SURVEYS
135 MATERIALS
136 LABOR
137 ENGINEERING & INSPECTION
144 OVERHEAD
145 AFUDC
146 CONTINGENCY
147 LEGAL FEES
148 OTHER SERVICES

PROJECT TOTAL

PIPELINE

$2,033,000
$1,071,000
$299,000
$2,004,000
$4,740,000
$640,000
$679,000
$538,000
$601,000
$0

$289,000

$12,894,000
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COST OF FACILITIES

NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.

DOCKET NO.:

PROJECT: Islander East Pipeline Facilities required for Islander East Project

PROJECT YEAR: 2003

FACILITY: Calverton Meter Station

ITEM DESCRIPTION METER

132 RIGHT OF WAY $0
133 RIGHT OF WAY DAMAGES » $0
134 SURVEYS $0
135 MATERIALS ) $694,000
136 LABOR $1,217,000
137 ENGINEERING & INSPECTION $152,000
144 OVERHEAD $25,000
145 AFUDC $98,000
146 CONTINGENCY $108,000
147 LEGAL FEES $0
148 OTHER SERVICES $29,000

PROJECT TOTAL $2,323,000



COST OF FACILITIES

ISLANDER EAST PIPELINE COMPANY, L.L.C.
Islander East Pipeline Facilities required for Islander East Project

Brookhaven Energy Meter Station

NAME:
DOCKET NO.:
PROJECT:
PROJECT YEAR: 2003
FACILITY:
ITEM DESCRIPTION
132 RIGHT OF WAY
133 RIGHT OF WAY DAMAGES
134 SURVEYS
135 MATERIALS
136 LABOR
137 ENGINEERING & INSPECTION
144 OVERHEAD
145 AFUDC
146 CONTINGENCY
147 LEGAL FEES
148 OTHER SERVICES
PROJECT TOTAL

METER

30

$0

$0
$694,000
$1,217,000
$228,000
$45,000
$101,000
$68,000
$0

$35,000

$2,388,000
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COST OF FACILITIES
NAME: ISLANDER EAST PIPELINE COMPANY, L.L.C.
DOCKET NO.: _
PROJECT: Islander East Pipeline Facilities required for Islander East Project
PROJECT YEAR: 2003
FACILITY: Islander East / North Haven Custody Transfer Meter Station
ITEM DESCRIPTION METER

132 RIGHT OF WAY $114,000

133 RIGHT OF WAY DAMAGES $0

134 SURVEYS » $5,000

135 MATERIALS ) $766,000

136 LABOR $876,000

137 ENGINEERING & INSPECTION $103,000

144 OVERHEAD $48,000

145 AFUDC $88,000

146 CONTINGENCY $99,000

147 LEGAL FEES $0

148 OTHER SERVICES $23,000

PROJECT TOTAL $2,122,000



COST OF FACILITIES

ISLANDER EAST PIPELINE COMPANY, L.L.C.

Islander East Pipeline Facilities required for Islander East Project

Keyspan Energy Delivery Meter Station

NAME:
DOCKET NO.:
PROJECT:
PROJECT YEAR: 2003
FACILITY:
ITEM DESCRIPTION
132 RIGHT OF WAY
133 RIGHT OF WAY DAMAGES
134 SURVEYS
135 MATERIALS
136 LABOR
137 ENGINEERING & INSPECTION
144 OVERHEAD
145 AFUDC
146 CONTINGENCY
147 LEGAL FEES
148 OTHER SERVICES

PROJECT TOTAL

METER

$0

$0

$0
$694,000
$1,217,000
$228,000
845,000
$101,000
$68,000

$0

$35,000

$2,388,000
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Preliminary Statement

Islander East Pipeline Company, L.L.C. (“Islander East”) has been formed to
construct, own and operate the Islander East Pipeline which is the subject of this Application
and currently has no other business activity.

The precise financing has not been determined, but it is anticipated that thirty percent
(30%) of the required capital will be furnished by the members of Islander East as equity
and that seventy percent (70%) will consist of non-recourse or limited recourse debt, initially
raised during the construction period, primarily from commercial banks and/or insurance
companies. The terms and conditions applicable to the construction period debt and to the
long-term, post- construction debt, such as price, maturity and rate, will depend upon the
financial market conditions existing at the time the debt is raised. For the purpose of
presentation in this Exhibit L, it is assumed that both the construction and long-term debt will
bear interest at the rate of eight percent (8%) and be retired over fifteen (15) years.
However, it is the intent of Islander East to seek the most favorable terms available in the
marketplace at the time of financing. In consideration of several factors, including its
proposed capital structure, current and anticipated capital market conditions, particularly as
they affect cost of capital for interstate natural gas pipelines, Islander East proposes that its
equity investment earn at the rate of fourteen percent (14%).

Summary of Outstanding and
Proposed Securities and Liabilities

Islander East has no previously issued debt outstanding. Islander East anticipates
raising $104.7 million of debt after it has received the required governmental approvals and
before it commences construction. The interest rate assumed for the debt is 8 percent .
(8%).

Disposition of Proposed Securities

It is yet known whether Islander East will dispose of its debt securities by private sale,
competitive bidding or otherwise, nor is it known to whom such securities will be sold or
issued. These decisions will be made when the construction debt and/or the permanent
financing is secured, based upon financial markets at those times.
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Estimated Sales Price and Net
Proceeds From Proposed Financing

The estimated net proceeds to Islander East from the debt portion of the proposed
financing plan will be $104.7 million. The gross sales price or amount at gross debt
issuance will reflect the condition of the financial markets at that time. The estimated net
proceeds to Islander East from the equity portion (including capitalized return) of the
proposed financing plan will be $45 million. The gross sales price will be identical to the net
proceeds, since the equity funds will be provided by the members of Islander East.

Estimated Expenses, Fees and Commissions
In Connection with Proposed Financing

The expense for obtaining the construction and long-term debt will be determined by
the condition of the financial markets at that time. These expenses include, but are not
limited to, fees or commissions, legal fees, printing costs and miscellaneous expenses.

Statement of Restrictions
As to Issuance of Securities

There are currently no restrictions in place, which would prevent Islander East from
obtaining the debt or issuing the debt securities contemplated herein. However, the actions
contemplated herein will require the consent of the members of Islander East, as will the
issuance of any additional debt or equity securities.

Statement of Anticipated Cash Flows

A statement of anticipated cash flows is set forth at Schedule 1 in this Exhibit L.

Debt Repayment Schedule

For purposes of presentation in this Exhibit L, it is assumed that the construction debt
will be refinanced by $104.7 million in long-term debt at the completion of the construction
period. The $104.7 million long-term debt is anticipated to be retired over the fifteen (15)
years based on the amortization schedule which is set forth at Schedule 2 in this Exhibit L.

The amortization may be achieved either through a single issue a the time of
completion of construction or by way of a series of tranches that would cover the period and
produce the amortization set forth on Schedule 2 of Exhibit L.
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Statement of Income and Balance Sheet

No recent balance sheet and income statement is available, as Islander East has had
no prior business activity. A pro forma statement of income and expenses is set forth at
Schedule 3 and pro forma balance sheets are set forth at Schedule 4 in this Exhibit L.



Islander East Pipeline Company, L.L.C.

Pro Forma Funds Flow
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Description

Funds Provided
Operating Revenue
Long Term Debt
Partners Equity

Total Funds Provided

Funds Applied
Construction Expenditures

Working Capital

O&M Expense

Taxes Other Than Income

Interest Expense

Retirement of Long-term Debt
Total Funds Applied

Cash Distribution/Dividend
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() (3) (4) (5)
Construction 2003 2004 2005
$33,748,257 $33,748,257 $33,748,257
$104,734,000
$44,886.000
.~ $149,620,000 $33,748,257 $33,748,257 $33,748,257
$139,694,000
$897,720 $17,954 $18,313
$5,785,149 $5,424,474 $5,448,854
$3,299,715 $3,332,828 $3,366,274
$5,539,339 $8,378,720 $7,820,139 $7,261,557
$6,982,267 $6.982.267 $6.982,267
$145,233,339 $25,343,571 $23,577,662 $23,077,265
$4,386,661 $8,404,686 $10,170,595 $10,670,992
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Islander East Pipeline Company, L.L.C.
Statement of Securities to be Retired
(1) ) (3) 4) (5)
Line Beginning Year = -----—-- Retirement of Long Term Debt----svmzv---
No. Year Long Term Debt Pringcipal Interest Total
1 Construction $0 $0 $5,539,339 $5,539,339
2 2003 $104,734,000 $6,982,267 $8,378,720 $15,360,987
3 2004 $97,751,733 $6,982,267 $7,820,139 $14,802,405
4 2005 $90,769,467 $6,982,267 $7,261,557 $14,243,824
5 2006 $83,787,200 $6,982,267 $6,702,976 $13,685,243
6 2007 $76,804,933 $6,982,267 $6,144,395 $13,126,661
7 2008 $69,822,667 $6,982,267 $5,585,813 $12,568,080
8 2009 $62,840,400 $6,982,267 $5,027,232 $12,009,499
9 2010 $55,858,133 $6,982,267 $4,468,651 $11,450,917
10 2011 $48,875,867 $6,982,267 $3,910,069 $10,892,336
11 2012 $41,893,600 $6,982,267 $3,351,488 $10,333,755
12 2013 $34,911,333 $6,982,267 $2,792,907 $9,775,173
13 2014 $27,929,067 $6,982,267 $2,234,325 $9,216,592
14 2015 $20,946,800 $6,982,267 $1,675,744 $8,658,011
15 2016 $13,964,533 $6,982,267 $1,117,163 $8,099,429
16 2017 $6,982,267 $6,982,267 $558,581 $7,540,848
17 2018 (30) $0 (%0) ($0)
Totals $104,734,000 $72,569,099  $177,303,099



Islander East Pipeline Company, L.L.C.
Pro Forma Revenues, Expenses and Income
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Description

Operating Revenues

Operating Expenses
O&M Expense
Depreciation Expense

Taxes Other Than Income
Total Operating Expenses

Operating Income

Other
Equity AFUDC

Interest Charges
Interest Expense

Less Debt AFUDC
Subtotal

Income Taxes
Federal
State
Total Income Taxes

Net Income
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) (3) 4) (8)
Construction 2003 2004 2005
$33,748,257 $33,748,257 $33,748,257
$5,785,149 $5,424 474 $5,448,854
$5,984,800 $5,984,800 $5,984,800
$3.299,715 $3,332,828 $3,366.274
$15,069,664 $14,742,102 $14,799,928
$18,678,593 $19,006,155 $18,948,329
$4,386,661
$5,539,339 $8,378,720 $7,820,139 $7,261,557
$5.539,339
$0 $8,378,720 $7,820,139 $7.261,557
$3,424,245 $3,246,539 $3,045,488
$825,375 $782,541 $734.080
$4,249,620 $4,029,080 $3,779,568
$4,386,661 $6,050,253 $7,156,936 57,907,204
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Islander East Pipeline Company, L.L.C.
Pro Forma Balance Sheet
(M () (3) (4) (5)
Line
No. Description Construction 2003 2004 2005
1 Assets and Other Debits
2 Gross Plant $149,620,000 $149,620,000 $149,620,000 $149,620,000
3 Less: Accumulated Depreciation $2.992.400 $8.977.200 $14.962,000
4 Net Gas Plant $146,627,600 $140,642,800 $134,658,000
5 Materials & Supplies ) $897,720 $915.674 $933,988
6 Total Assets and Other Debits $149,620,000 $147,525,320 $141,558,474  $135,591,088
7 Liabilities and Common Equity
8 Long-term Debt $104,734,000 $97,751,733 $90,769,467 $83,787,200
9 Common Equity $44,886,000 $50,064,489 $52,970,776 $56,910,125
10 Deferred income Taxes ($290,902) ($2.181.768) ($5.105,337)
11 Total Liabilities and Other Credits $149,620,000 $147,525,320 $141,558,474  $135,591,988
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CONSTRUCTION, OPERATION AND MAINTENANCE AGREEMENT
BY AND BETWEEN

ISLANDER EAST PIPELINE COMPANY, L.L.C.
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DUKE ENERGY ISLANDER EAST PIPELINE COMPANY, L.L.C.
(OPERATOR)

DATED _(,, //3}»’2001
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CONSTRUCTION, OPERATION AND MAINTENANCE AGREEMENT

This agreement (“CO&M Agreement”), made and entered into as of the ﬁ_ hday of
Jdo ne— 2001, is by and between DUKE ENERGY ISLANDER EAST PIPELINE COMPANY,
L.1L.C., a Delaware limited liability company (“Operator”), and ISLANDER EAST PIPELINE
COMPANY, L.L.C., a Delaware limited liability company (“Company”).

WHEREAS, Duke Energy Islander East Pipeline Company, L.L.C. and KeySpan Islander
East Pipeline Company, L.L.C. entered into a Limited Liability Company Agreement dated as of
December 7, 2000 (“LLC Agreement”) to provide the terms and conditions for the development
of a new interstate natural gas pipeline delivery system to provide additional pipeline capacity
into Long Island, New York, and New York, New York; and

WHEREAS, the LLC Agreement provides that the Operator (as defined therein) and
Company shall enter into a CO&M Agreement providing for the construction, operation, and
maintenance of the Project(s) of the Company and the management of the day-to-day affairs of
the Company; and )

WHEREAS, KeySpan Islander East Pipeline Company, L.L.C. and Duke Energy Islander
East Pipeline Company, L.L.C., being all the current Members of Company, have agreed that
Duke Energy Islander East Pipeline Company, L.L.C. shall be the Operator of Company, rather
than its affiliate, Duke Energy Gas Transmission Corporation as designated in the LLC
Agreement; and

WHEREAS, Company and Operator desire to enter into this CO&M Agreement in
conformity with the LLC Agreement to provide the terms and conditions pursuant to which
Operator will perform the construction, operation, and maintenance of Company’s Project(s) and
the management of the day-to-day affairs of the Company.

NOW, THEREFORE, in consideration of the premises and mutual covenants and

provisions contained in this Agreement and subject to all the terms and conditions set forth
below, Company and Operator hereby agree as follows: -

1. Definitions.
The definitions used in the Limited Liability Company Agreement of Company, dated as of
December 7, 2000 (the “LLC Agreement”), shall have the same meanings in this CO&M

Agreement except as otherwise specifically provided below.

1.1 Accounting Procedure. The accounting procedure set forth in Exhibit A.




1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.11

1.12

Day. As defined in Company’s FERC Gas Tariff for Company’s facilities.

Emergency. An explosion, fire, storm or other emergency situation which might
threaten life or property or render Company’s facilities incapable of continued
operation.

Facilities. The Initial Facilities, Modifications, and/or Extensions undertaken by
Company pursuant to the LLC Agreement.

Liabilities. Actions, claims, damages, suits, settlements, judgments, demands, costs,
expenses (including, without limitation, court costs and disbursements of counsel),
attorneys’ fees, fines, losses and liabilities arising out of the Operation of the
Facilities. In addition, for purposes of Section 7 of this CO&M Agreement, the term
“Liabilities” shall include fees and disbursements of counsel incurred by the
indemnified party in any action or proceeding between the indemnifying party and
the indemnified party or between the indemnified party and any third party or
otherwise.

Month. A period of time beginning on the first Day of a calendar month and ending
at the same time on the first Day of the next succeeding calendar month.

Operation of the Facilities. Plan, design, construct and test the Facilities, and operate,
maintain, repair and replace the Facilities and all other facilities owned by Company,
including, without limitation, the duties identified in Section 3.1 of this Agreement.
Where used in noun form, such term shall be “Operation of the Facilities.”

Party. Company or the Operator.

Pre-Completion Period. The period between the Effective Date and the date that the
Initial Facilities are placed into service, which latter date shall be certified in writing
by the Operator.

Prohibited Conduct. Any action by the Operator that constitutes gross negligence or
willful misconduct.

Repairs. Reconstruction, reconditioning, equipment overhaul and/or replacement of
all or any portion of Company’s facilities.

Transportation Services. The receipt, transportation and delivery of natural gas by
Company by means of Company’s facilities.
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1.1

3

Year. Each twelve (12) Month period beginning on the first Day of a calendar year
and ending at the beginning of the first Day of the next calendar year, provided that
the first Year hereunder shall begin on the date hereof, and shall end at the beginning
of the first Day of the following calendar year, and further provided that the last Year
shall end at the expiration of the term of this CO&M Agreement pursuant to Section
9 hereof.

Relationship of the Parties.

2.1

22

Appointment as Operator. Subject to the terms and conditions of this CO&M
Agreement and the LLC Agreement, Company hereby appoints the Operator to act
hereunder, and the Operator hereby accepts such appointment and agrees to act
pursuant to the provisions of this CO&M Agreement and the LLC Agreement. The
Operator shall function as an independent contractor under this CO&M Agreement,
and shall in no event ever act as, or be considered to be, an employee of Company.

Operator’'s Authority to Execute Contracts. Subject to the terms of this CO&M
Agreement and the LLC Agreement, contracts in connection with the Operation of
the Facilities may be negotiated and executed or amended by the Operator on behalf
of Company. Copies of all contracts entered into by the Operator on behalf of
Company shall be provided to a Member upon request by that Member. All contracts
and permits, if any, relating to Company business and executed by the Operator prior
to the Effective Date shall be assigned by the Operator to Company as soon as
practicable after the Effective Date.

3. Operation of the Facilities.

3.1

3.1.1

Operator's Responsibilities. The Operator shall be responsible for the Operation of
the Facilities in accordance with sound, workmanlike and prudent practices of the
natural gas pipeline industry and in compliance with Company’s FERC Gas Tariff
and with all applicable laws, statutes, ordinances, safety codes, regulations, rules
authorizations and requirements of Governmental Authorities having jurisdiction.
Accordingly, subject to the provisions of the LLC Agreement and this CO&M
Agreement, the Operator shall: '

Upon prior approval by Company, file, execute and prosecute applications for

the Authorizations required by Company for the acquisition, construction, ownership
and Operation of the Facilities and the provision of the transportation services on the
Facilities. The Operator also shall make routine and periodic filings required of
Company by Governmental Authorities having jurisdiction.
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