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- Phase 2 Firm Fuel Service
. “Qualifying Pipeline” Issue

* Phase 2 Firm Fuel Service: framework for
reliable gas delivery to GR by “qualifying
pipeline” from off-site gas storage facility.
o Qualifying pipeline = eligible pipeline for

GR to contract firm fuel service from off-site
storage in support of ancillary service offer.

* Current “Qualifying Pipeline” definition
responds to concern with RRC Curtailment
Rule by excluding gas utility pipelines with
firm gas delivery obligations to human
needs customers (“"LDCs"), which are
highest priority customers under the Rule.
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Phase 2 Firm Fuel Service

“Qualifying Pipeline” Issue

* Current definition of Qualifying Pipeline
means there will be insufficient gas
resources to support the Phase 2 FFSS.

o 85% of ERCOT GRs are served by intrastate
gas utility pipelines.

o 63% of gas storage withdrawal capacity
served by intrastate gas utility pipelines.

o All significant intrastate gas utility pipelines
that serve GRs also serve LDCs.

* KMI alone:

o KMI's intrastate gas utility pipelines serve
24,000 MW of GR — approximately 43% of
ERCOT's gas-fired GR capacity.

o KMlI's gas storage facilities represent 1/5 of
Intrastate storage capacity, and will soon be
1/4.
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Interstate Pipeline Facilities
Relative to GRs and Storage
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Intrastate Pipeline Facilities
Relative to GRs and Storage
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Reliable Delivery from Storage
During Winter Storm Uri

* KMI and Enterprise Products

o Met 100% of obligations to GRs with firm
storage and withdrawal rights.

o Did not curtail gas delivery to GRs with firm
storage and withdrawal rights.

o No FM notices for delivery of gas withdrawn
from storage.

o Both companies were able to deliver gas to
certain customers beyond their contractual
commitments based on availability of gas in
storage.
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Reliable Delivery from Storage
Going Forward

* Underground storage facilities and pipelines
are underground and weather resistant.

* New weatherization and critical infrastructure
rules of the RRC and PUC have “hardened” the
above-ground facilities, like compressors.

* Key change in curtailment rule: Pipeline
determines when its ability to deliver gas to
firm customers is inadequate.

o Allows pipelines not facing supply challenges to
avoid curtailing firm customers like GRs.

* FFSS for off-site storage incentivizes growth of
competitive options for pipeline and storage
service for GRs in more areas of the state.
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Q&A

www.lockelord.com

Questions?
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Locke Lord LLP disclaims all liability whatsoever in relation to any materials or information provided. This presentation is provided solely for
educational and informational purposes. It is not intended to constitute legal advice or to create an attorney-client relationship. If you wish to

secure legal advice specific to your enterprise and circumstances in connection with any of the topics addressed, we encourage you to engage
counsel of your choice.
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