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In an Order dated August 15, 2005 in Case No. 2005-00191, the
Commission approved The Union Light Heat and Power Company d/b/a Duke
Energy Kentucky’s (“Duke Energy Kentucky”) hedging program and required,
among other things, periodic reports on the results of the hedging program.
Attachment A is Duke Energy Kentucky’s annual report on the final results of its
hedging plan for April 1, 2005 through March 31, 2006, and interim report on
hedging activity for future gas deliveries, as required by such order. As
demonstrated in Duke Energy Kentucky’s report, the hedging plan successfully
mitigated price volatility for Duke Energy Kentucky’s firm sales customers.

WHEREFORE, Duke Energy Kentucky respectfully requests that the
Commission accept for filing Duke Energy Kentucky’s attached report of the final

results of its hedging plan for April 1, 2005 through March 31, 2006, and interim



report on hedging activity for future gas deliveries.
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The Vice President of Gas Operations, Director of Gas Commercial Operations,
the Lead of Gas Procurement and Analysis and other personnel (Natural Gas Hedging
Committee) met on a regular basis to review current market conditions for natural gas,
short and long-term weather forecasts, gas industry trade publications, and price
estimates to determine whether to enter into any hedging transactions. These meetings
were scheduled at least monthly, but can occur more frequently depending on the season
and market conditions. A brief summary of the decision made at each of these meetings
during the 12 months ended March 2006 is attached, along with the information reviewed
during each meeting (see Attachment A).

A summary of the amounts hedged during the 12 months ended March 31, 2006 is

shown below, followed by details of the factors influencing Duke Energy Kentucky’s
(Duke) decision to enter into a hedging agreement each time.
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Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dth Point ** | Dth/day Month(s) Volume
Summer 2005
9/13/2004* CostAve | (| CGT Apr 05 - Oct 05
3/8/2005* Fixed CGT Apr 05 - Oct 035
3/9/2005* Fixed CGT Apr 05
4/8/2005 Fixed CGT May 05
5/10/2005 Fixed CGT Jun 05
6/8/20035 Fixed CGT Jul 05
7/8/2005 Fixed CGT Aug 05
8/8/2005 Fixed CGT Sep 05
Winter 2005/06
12/7/2004% Fixed | G} | CGT Nov 05 — Mar 06
1/28/2005* Cost Avg CGT Nov 05 - Mar 06
3/8/2005* Fixed = CGT Nov 05 — Mar 06
3/29/2005 Cost Avg CGT Nov 05 — Mar 06
3/29/2005 Cost Avg = CGT Nov 05 — Mar 06
6/22/2005 Fixed CGT Nov 05 — Mar 06
11/2/2005 Fixed CGT Dec 05 — Feb 06 ¢
11/8/2003 Fixed CGT Dec 05
12/8/2005 Fixed { CGT Jan 06
1/10/2006 Fixed ] CGT Feb 06
1/25/2006 Fixed Tenn Mar 06
2/8/2006 Fixed CGT Mar 06
Summer 2006
10/18/2005 Fixed R CGT Apr 06 — Mar 07
10/18/2005 Fixed CGT Apr 06 — Mar 08
1/5/2006 Fixed CGT Apr 06 — Oct 06
1/6/2006 Cost Avg CGT | W | Apr06-0Oct 06
Winter 2006/07 ,
10/18/2005 i Fixed CGT | Sl [ Apr06-Mar07 | WM
10/18/2005 Fixed CGT Apr 06 — Mar 08
2/15/2006 Fixed CGT Nov 06 — Oct 08 '
Summer 2007 -
10/18/2005 - Fixed CGT Apr 06 — Mar 08
2/15/2006 Fixed CGT Nov 06 — Oct 08
Winter 2007/08 )
10/18/2005 Fixed CGT Apr 06 — Mar 08
2/15/2006 5 Fixed CGT Nov 06 — Oct 08
Summer 2008
2/15/2006 ] Fixed | @ | CGT | il | Nov 06— Oct 08 :

* See Annual Report on Hedging Activity for April |, 2004 — March 3 1, 2005
**Tenn = Tennessee Pipeline 500 Leg

CGT = Columbia Gulf South Louisiana Onshore
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There were no transactional costs associated with any of these arrangements.
When the natural gas is delivered, the suppliers simply invoice Duke based on the hedged
price. The portions of “base™ gas hedged for each season are listed in the table below:

Season | Total Base Supply | Total Hedged | % Hedged
Summer 2005 diany | | SR
Winter 2005/06 . .
Summer 2006 (as of 3/31/06) @
Winter 2006/07 (as of 3/31/06) v
Summer 2007 (as of 3/31/06) '

Winter 2007/08.(as of 3/31/06)

S

Summer 2008 (as of 3/31/06)

14

Fixed Price Coinciding with EGC Calculation

Duke calculates the Expected Gas Cost (EGC) portion of the Gas Cost
Adjustment (GCA) Clause based on the NYMEX closing price on the day prior to filing
the monthly GCA. Any fixed prices as of that date are included in the calculation. To
further reduce the magnitude of future adjustments, and also to increase the amount of
hedged base volumes to a level closer to the maximum allowed per the approved strategy,
Duke locked in a fixed price for each month based on the closing price for that month on
the day that the EGC was calculated, provided that the hedged amount was not already
near the maximum. Multiple suppliers were contacted based on any pre-arranged base
supply contracts, and asked to quote a price based on the NYMEX close plus or minus

the basis from Henry Hub to the point of delivery. The supplier who quoted the lowest
basis was chosen.

The table below compares the futures price data for each month with the most
recently available forecasts from CERA and EIA and the fixed price that Duke agreed to
pay.

Strike Price Forecasts NYMEX Futures Price Volume Fixed

Month Date CERA EIA High Low Close Supplier | Dth/day Price

May 05 4/8/2005 $6.33 $6.56 $7.36 $720 | $7.242

Jun 05 5/10/2005 $6.65 $6.64 $6.84 $6.67 | $6.694

Jul 05 6/8/2005 $6.46 $6.64 $7.43 $6.97 | $7.000

Aug 05 7/8/2005 $6.38 $6.71 $7.77 $742 | §7472

Sep 05 8/8/2005 $6.07 £7.24 $8.87 $8.50 | $8.684

Dec 05 11/8/2005 | §$14.31 $11.94 | $11.98 1 $11.50 | $11.793

Jan 06 12/8/2005 | $11.23 $12.63 | $15.10 | $14.00 | $14.994

Feb 06 1/10/2006 | $11.2] F11.50 $9.55 $9.28 | $9.336

Mar 06 2/8/2006 $8.37 $9.40 $8.12 $7.70 | $7.735
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Winter 2005-06 Cost Averaging with Cinergy Marketing & Trade — March 29, 2005

During the hedging meeting on March 28, 2005, the Natural Gas Hedging
Committee decided that since the purchasing period for the cost averaging started in
January was ending on March 31% (see Annual Report on Hedging Activity for April 1,
2004 — March 31, 2005), a larger volume of cost averaging (25% of base) would be
started. Duke informally sought bids from three suppliers for providing lldth per day
from November 1, 2005 through March 31, 2006 at Columbia Gulf Onshore, at a price

determined by averaging the NYMEX close from <l

‘ ere each

contacted by phone.

Since the price would be determined based on the NYMEX close each day, the
only difference between suppliers would be the basis to convert a Henry Hub futures

price to physical delivery at Columbia Gulf Onshore. On March 29, 2005, Duke entered
into the

[n order to remain within the limits set by the approved Hedging Plan in effect at
that time, the cost averaging was split into two separate deals. The first accumulated a
price for {lRdth per day from April 4™ to May 31%, and the second accumulated a price
for QI dth per day from June 1” to July 29™. The basis stayed the same for both

transactions. The end results were prices of {0 and GEEIDer dth (see
Attachments B & C).

Winter 2005-06 Fixed prices with G — June 22, 2005

During the May 2005 Hedging Meeting, it was noted that prices seemed to be
moving horizontally, with occasional periods of volatility. With this in mind it was
decided to hold off on any additional hedging until the market made a significant move in
either direction. If winter prices increased to the mid $8.00 range or decreased to the low
$7.00 range then a small percent of base would be locked in with a fixed price. By mid
June prices hit the mid $8.00, and seemed to be staying in that range. Therefore, a ¢

price of @ was locked in with SFfor @th/day to be delivered to Columbia
Gulf Onshore from November 1, 2005 — March 31, 2006.

The EIA storage report released on June 16, 2005 indicated that as of June 10,
2005, total U.S. amount of gas in storage was 1,963 bef (59% full), which was 216 bef
higher than the previous year and 294 bef higher than the 5-year average. Duke’s storage
with Columbia Gas was approximately S @R full).

The table below compares the futures price data for June 22" with the most recently

available forecasts from CERA and EIA and the locked in price that Duke agreed to pay
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| Nov 05 | Dec 05 | Jan 06 I Feb 06 ] Mar 06 I Average
Price Forecasts
CERA (6/17/05) | $6.340 | $6.450 | $6.290 $6.070 $5.670 $6.164
EIA (6/7/05) $7.102 | $7.435 | $7.972 $6.916 $6.720 $7.229
NYMEX (6/22/05)
High $8.170 | $8.625 | $8.940 $8.940 $8.830 $8.701
Low $8.060 | $8.530 | $8.810 $8.840 $8.740 $8.596
Close $8.089 | $8.551 | $8.856 $8.874 $8.759 $8.626
Fixed Prices (6/22/05)
S @ /day 11/1/05-3/31/06) | e

1 & 2 Year Fixed prices with Conoco and CM&T — October 18, 2005

The revised hedging plan was approved August 15, 2005 and allows for hedging
up to 36 months into the future. In order to meet minimum target levels for the summer
2006 through the winter 07/08, Duke sought bids for JiiillPdth per day to be delivered at
Columbia Gulf Onshore from April 1, 2006 through March 31, 2007 and another QEESW
dth per day to be delivered April 1, 2006 through March 31, 2008 at the same point.

When locking in a fixed price for the next season, it is possible to see current
NYMEX prices in real time, s0 it’s possible to negotiate with a single supplier. However,
trading is much more sporadic when going out beyond the next season, so it is harder for
a supplier to quote a price that matches real time NYMEX pricing. Therefore Sy
suppliers were contacted and told to expect a call from Duke at a particular time (11:00
am on October 18, 2005) and that if their bid was the lowest they would receive a call
back within 5 minutes. The bids received are summarized below:

Apr 06 — Mar 08

— -
> | SEEEm
L i S—

The lowest price for each term was selected, so the 1 year fixed price was locked

in with@BNPand the 2 year fixed price with (G llll*

The EIA storage report released on October 18, 2005 indicated that as of October
13,2005, total U.S. amount of gas in storage was 2,987 bef (91% full), which was 162
bef lower than the previous year and 34 bef higher than the 5-year average. Duke’s
storage with Columbia Gas was approximately (I (G full).

The table below compares the futures price data for October 18" with the most recently
available forecasts from CERA and EIA and the locked in prices that Duke agreed to pay

nd GEEEeP lease note that CERA and EIA’s forecasts did not cover the entire
term.
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Price Forecasts NYMEX Futures Price | year 2 year
Month CERA EIA High Low Close |ofinml G

Apr 06 $7.94 | $8444 | $10.930 | $10.770 | $10.8853

May 06 $7.99 | $7.294 | $10.540 | $10.400 | $10.485

Jun 06 $8.05 | $7353 | $10.550 | $10.400 | $10.490

Jul 06 $7.35 | $7.394 | $10.570 | $10.420 | $10.522

Aug 06 $7.01 | $7.747 | $10.600 | $10.490 | $10.554

Sep 06 $6.56 | $7.830 | $10.560 | $10.470 | $10.527

Oct 06 $6.56 | $8.288 | $10.600 | $10.500 | $10.557

Nov 06 $6.58 | $11.030 | $10.920 | $10.977

Dec 06 $6.59 $11.450 | $11.320 | $11.392

Jan 07 v 1 811,740 | $11.650 | $11.702

Feb 07 s oo 811650 | $11.612 ] $11.612

Mar 07 $11.330 | $11.297 | $11.297

1 Year Average $10.963 | $10.854 | $10.917 | GENGE—_NDG

Apr 07 $9.120 | $9.067 | $9.067

May 07 Che] i $8.740 | $8.687 | $8.687

Jun 07 oo o | $8750 | $8.717 | $8.717

Jul 07 | $8.800 | $8.710 | $8.743

Aug 07 ] $8.830 | $8.773| $8.773

Sep 07 o L $8.810 | $8.753 | $8.753

Oct 07 o | %8850 | $8.787 | $8787

Nov 07 oo 89252 $9.220 | $9.252

Dec 07 ol ] 89750 | $9.697 | $9.697

Jan 08 G 0] $10.037 ] $9.990 | $10.037

Feb 08 o] 89947 $9.947 | $9.947

Mar 08 e o] 89667 | $9.667 | $9.667

2 Year Average | .| $10.088 | $10.011 | $10.047 - T

Winter 2005-06 Fixed price with @JJJll— November 2, 2005

From the time that Hurricane Rita struck in September to the end of October,
prices for the winter of 2005-06 stayed well above $13.00. As November began,
forecasters were predicting a mild start to the winter, and prices dropped dramatically to
the low $12s. With the hurricane season remaining active, and various indicators for a

bullish storage report to be issued November 3™ additional fixed price gas for December

2005 — February 2006 was locked in with (.

The EIA storage report released on October 27, 2005 indicated that as of October
21,2005, total U.S. amount of gas in storage was 3,139 bef (95% full), which was 106
bef lower than the previous year and 85 bef higher than the five-year average. Duke’s
storage with Columbia Gas was approximately Gl (WS full).

The table below compares the futures price data for November 2™ with the most
recently available forecasts from CERA and EIA and the locked in price that Duke

agreed to pay QR for base gas to be delivered December 2005 through February
2006 at Columbia Gulf South Louisiana Onshore.
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| Dec 05 | Jan 06 | Feb 06 | Average

Price Forecasts

CERA (10/19/05) $14.310 | $13.120 | $11.900 | $13.110
EIA (10/12/05) $11.938 | $10.689 | $10.338 | $10.988
NYMEX (11/2/05)

High $11.980 | $12.460 | $12.400 | $12.280
Low $11.490 | $12.080 | $12.050 | $11.873
Close $11.604 | $12.161 | $12.111 | $11.959
Fixed Price (11/2/05)

| O, N /2y 12/1/05-2/28/06) | o |

Summer 2006 Fixed prices with GNP — January 5, 2006

Since January 2006 began with extremely warm temperatures, Summer NYMEX
prices dropped dramatically into the mid $9 range, after being over $10 since the
hurricanes struck in the fall. Based on discussions between the Director of Gas
Commercial Operations, the Lead of Gas Procurement & Analysis and the Administrator

of Gas Transportation it was decided to lock in iifeith per day for April through
October 2006 at Columbia Gulf Onshore.

The EIA storage report released on January 5, 2006 indicated that as of December
30, 2005, total U.S. amount of gas in storage was 2,641 bef (80% full), which was 79 bef
lower than the previous year and 168 bef higher than the 5-year average. Duke’s storage

with Columbia Gas was approximately (SIS full).

The table below compares the futures price data for January 5" with the most recently
available forecasts from CERA and EIA and the locked in price that Duke agreed to pay

Gl
| Apr 06 | May 06 | Jun 06 | Jul 06 | Aug 06 | Sep06 | Oct 06 | Average
Price Forecasts
CERA (12/16/05) $10.29 $9.930 | $9.420 | $8.600 $7.760 $7.150 $7.160 38.616
EIA (12/6/05) $8.394 $7.849 | $7.705 | $7.914 $8.097 $8.394 $8.671 $8.146
NYMEX (1/5/06) Y
High $9.580 $9.540 | $9.390 | $9.650 $9.670 $9.720 $9.850 $9.657
Low $9.250 $9.250 | $9.250 | $9.370 $9.400 $9.430 $9.500 $9.350
Close $9.298 $9.283 | $£9.333 | $9.393 $9.443 $9.461 $9.521 $9.390
Fixed Prices (1/5/06)
CRENNNY @AW /2y 4/1/06-10/31/06) | o=y

Summer 2006 Cost Averaging with@EIB — January 6, 2006

During the hedging meeting on December 12, 2003, the Natural Gas Hedging
Committee decided to begin the cost averaging to accumulate a price between January
and March. Bids would be sought for a summer only price (April — October 2006) and an
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annual price (April 2006 — March 2007), to see if there would be a price advantage to a
longer term. i i

were each contacted by phone. GENRENNGGNERs 25 the only supplier willing to
provide a bid. For the summer, the price would be the average of the NYMEX closing
price from January 9, 2006 through March 29, 2006 flat at Columbia Gulf Onshore, while
the price for annual supply would be (Sl per dth. Therefore, Duke entered into the
cost averaging arrangement with (SNl the summer only. The end result was a
price o IR per dth foSEPIth per day, delivered to Columbia Gulf Onshore from
April 1, 2006 through October 31, 2006. (See Attachment D.)

March 2006 Fixed price with Tenaska — January 25, 2006

Prices continued to decline throughout the much warmer than normal January.
However, since there were substantial portions of Gulf capacity still off-line, the slightest
hint of colder weather could send prices back up. Therefore, the Natural Gas Hedging
Committee decided to lock in a small percent for March 2006, still leaving enough that
could be hedged at the time of the EGC calculation (see above).

The EIA storage report released on January 19, 2006 indicated that as of January
13, 2006, total U.S. amount of gas in storage was 2,575 bef (I full), which was 59 bcf
higher than the previous year and 361 bef higher than the five-year average. Duke’s
storage with Columbia Gas was approximately NG ful)).

The table below compares the futures price data for January 25" with the most
recently available forecasts from CERA and EIA and the locked in price that Duke
agreed to pay/lllI for base gas to be delivered March 2006 at Tennessee 500 Leg.

| Mar 06
Price Forecasts
CERA (1/17/06) $8.370
EIA (1/10/06) $10.998
NYMEX (1/25/06)
High $8.760
Low $8.600
Close $8.637
Fixed Price (1/25/06)
SRS (h/day Mach 2006) | B

2 Year Fixed price with CM&T — February 15, 2006

Forecasts were calling for a colder than normal February, which could cause
prices to spike back up. Additional long term hedging was required prior to the end of
March in order to stay within the bounds set by the Hedging Plan. Therefore, the
Natural Gas Hedging Committee decided to seek bids for the long term fixed price in mid
February rather than waiting until the end of March. Since the summer of 2006 was
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already hedged near 50%, Duke sought bids for Qi dth per day to be delivered at
Columbia Gulf Onshore from November 1, 2006 through October 31, 2008.

Duke used the same technique as in the previous long term fixed price. il
suppliers were contacted and told to expect a call from Duke at 11:00 am on February 15,

2006. (K v/as the lowest bidder atw bidding SNFand
m The fixed price with as selected as the lowest bid.

The EIA storage report released on February 9, 2006 indicated that as of February
3, 2006, total U.S. amount of gas in storage was 2,368 bef (72% full), which was 437 bef
higher than the previous year and 649 bef higher than the 5-year average. Duke’s storage
with Columbia Gas was approximately _(- full).

The table below compares the futures price data for February 15" with the most recently
available forecasts from CERA and EIA and the locked in prices that Duke agreed to pay
@R Picasc note that CERA and EIA’s forecasts did not cover the entire term.

Price Forecasts NYMEZX Futures Price )
Month CERA EIA High Low Close L]
Nov 06 $7.23 $9.781 $9.000 $8.700 $8.729
Dec 06 $7.30 ] $11.071 $9.800 $9.520 $9.554
Jan 07 $7.36 | $11.260 | $10.280 | $10.030 | $10.089
Feb 07 $7.37 $9.569 | $10.280 | $10.060 | $10.109
Mar 07 $7.32 2 $10.090 $9910 $9.939
Apr 07 $7.25 | il $8.540 $8.334 $8.334
May 07 $6.78 N 7 | $8.169 | $8.169| $8.169
Jun 07 $6.82 | $8.350 $8.200 $8.229
Jul 07 $6.33 e $8.400 $8.299 $8.299
Aug 07 $6.35 o) $8.440 $8.364 $8.364
Sep 07 $6.38 e $8.450 $8.384 $8.384
Oct 07 $6.40 T $8.520 $8.450 $8.459
Nov 07 $6.47 | $9.050 | $9.049 | $9.049
Dec 07 $6.51 ool $9.730 $9.600 $9.609
Jan 08 $6.78 ] $10.100 | $10.029 | $10.029
Feb 08 U | $10.230 | $10.039 | $10.039
Mar 08 $9.960 $9.879 $9.879
Apr 08 $8.030 $8.029 $8.029
May 08 $7.950 $7.869 $7.869
Jun 08 $7.921 $7.921 $7.921
Jul 08 $7.986 $7.986 $7.986
Aug 08 $8.046 $8.046 $8.046
Sep 08 $8.069 $8.069 $8.069
Oct 08 $8.129 $8.129 $8.129
2 Year Average $8.897 | $8.794 | $8.805 [

Effect of Hedging Program on Gas Costs

The effect of the hedging activity on gas cost can be determined by comparing the
price paid for any hedged gas with the published Inside FERC First of Month Index

Page 9



VUNFIDEN HAL FRUMRIE TARY
TRADE SECRET

PSCKy Case No. 2005-00191
Page 11 of 237

(FOMI) for the delivery point where physical delivery of the hedged gas was received
(Columbia Gulf Onshore or Tennessee 500 Leg). The hedged price includes the basis
from Henry Hub to the point of delivery. This analysis shows that for the 12 months
ended March 31, 2006 gas costs were about $3.4 million lower when comparing the
hedged price with the FOMI at the time of physical delivery than they would have been if
no hedging had taken place. The following tables list each package of hedged gas and
the impact on the total gas cost resulting from that hedge.

Summer Season 2005
[nside
Hedged FERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)

April 2005
= Fixed (CostAve.) | <l | i | cor ol s

Fixed CGT gyl | 3729
G |Fixd g cGT |G | 5729
May 2004
MEEBs  [Fixed (Cost Avg) ’ﬁ coT gl | sen
p Fixed CGT $6.72
S [Fixed 1 CGT g $6.72
June 2004
P Fixed (Cost Avg.) g cGT |G| 565
oM |Fixed 6T | U | s6.15
R Fixed G T el
July 2004
e  [Fixed Cosiave) |G cT1 | GEEN] 5604
S Fixed ig ccT | @Y | s$6.94
YR |Fixed G eaEmN c G o
August 2004
S  [Fixcd (Cost Avg) Y . e .
W Fixed ey T G | s
S |Fixed Gl G oy
September 2004
O |Fixed (Cost Avg.) aaw $10.81
W [Fixed 5 ol | 1 G| o
O Fixed G T GE sos
October 2004
Q Fixed (CostAve) |qiiill) | Gumm® | CGT $1
&R [Ficd ol emv - 6B -

Season Total
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Winter Season 2005-06

Hedged IFERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)
November
Fixed CGT $13.97
Fixed (Cost Avg,) g ammm T $13.97
Fised L 4 6l | ol 31397 '
Fixed (Cost Avg.) R B o e o
Fixed (Cost Avg.) Oy AN 1 ewmyr o
Fixed O el ' | g 5397
December
Fixed e | emmm]
Fixed (Cost Avg.) s R o | o o
Fixed [ IIEE A
Fixed (Cost Avg.) T | P 5o
Fixed (Cost Avg.) S O T Yy s [ 5
Fixed K ISl Iy gi
I |Fixed .. K IS 51121 | ol
ey |Fixd oy U o $11.21 q
January
Fixed CGT ot  511.46
Fixed (Cost Avg.) CGT - $ii.46
Fixed S o al
Fixed (Cost Avg.) Ty GEE o $11.46 )
Fixed (Cost Avg.) F- CGT = $11.46
; Fixed Al S o' Wy i
S [Fixcd =' W
\—— |Fixcd G 546
February
— |Fixcd T T o | G ;. | SwaEs
% Fixed (Cost Avg.) CGT g $8.38
" [Fixed CGT $8.38 =
Fixed (Cost Avg.) g’“ CGT oy $8.38 m
Fixed (Cost Avg.) - CGT $8.38 L
Fiked y—— 4 v CGT | W | 5838
Fixed oE— y  CGT | Jm,| 5533 i
Fixed® G s | CGT $838 | qui GG,
Fixed © oy awwwws | T QR | 50s L
Fixed (Cost Avg.) G G CGT $7.08 E
Fixed , W™ ey ' om0
Fixed (Cost Avg.) Gt SEEE G $7.08 E
Fixed (Cost Avg,) g N o $7.08
Fixed T G w!
Fixed CGT $7.08
Fixed ;: cGT | YR 5708

Season Total
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Due to the mechanics of the Gas Cost Adjustment (GCA) Clause, the effect of the
hedging program on the gas cost portion of customer’s bills will occur in stages. The
Expected Gas Cost (EGC) component of each GCA included estimated gas costs based
on a combination of hedged gas and gas at estimated market prices. Absent the hedging
program, the EGC would have been calculated on market prices alone. The Actual
Adjustment (AA) component of each GCA also includes the effect of the hedging
program reflected in the actual gas costs, which are compared to GCA revenues to
calculate the AA.

When the monthly EGCs were calculated, the forecasted natural gas requirements
were priced out based on the weighted average of known hedged prices and the NYMEX
futures price on the day that the calculation was performed. To determine the impact of
the hedging program on the EGC, the hedging transactions were removed from the
original calculations to determine what EGC would have been filed if no hedging had
taken place. This effect may differ from the ultimate impact on the GCA once actual
costs are known and flow through the AA.

The following table shows the effect that hedging had on each separate GCA rate
for the 12 months ending March 31, 2005. The prior year’s hedging program continues
to affect the AA portion of the GCA through August 31, 2005. Likewise, gas costs
during the 12 months ended March 31, 2006 will continue to affect the AA portion of the
GCA through August 31, 2006. A negative sign means that the rate was decreased due to
the hedging program, and a positive indicates that the rate was increased. Rates are in
dollars per mcf.

PSCKy Case No. 2005-00191
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Month Impact on EGC Impact on AA Impact on GCA
April 2005 -$0.016 -$0.019* -$0.035
May 2005 -$0.120 -$0.019* -$0.139
June 2005 +$0.039 -$0.016* +$0.023
July 2005 -$0.047 -$0.016* -$0.063
August 2005 -$0.185 -$0.016* -$0.201
September 2005 -$0.563 -$0.005 -$0.568
October 2005 -$0.982 -$0.005 -$0.987
November 2005 -$1.298 -$0.005 -$1.303
December 2005 -$0.494 +$0.005 -$0.489
January 2006 -$0.143 +$0.005 -$0.138
February 2006 -$0.078 +$0.005 -$0.073
March 2006 +$0.100 -$0.152 -$0.052

*Impact on AA from previous year’s hedging activity.

To determine the ultimate effect on the price paid by customers subject to the
GCA, the total difference in gas cost due to the hedging program was divided by the
annual total Mcf used in the calculation of the EGC as part of the GCA filing effective
March 1, 2006. Based on this calculation, GCA customers will pay approximately

Page 12
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$0.31/Mcf less than they would have paid absent the hedging program for natural gas
purchased between April 1, 2005 and March 31, 2006, as shown below:

-di)

Effect of Hedging Program on Volatility

The hedging programs increase costs when market prices are relatively low and
decreased costs when market prices were high. This provides prima facie evidence that
the hedging program meets its stated goal of reducing the volatility in gas prices and
providing some protection against extremely high prices. Based on a more statistical
definition of volatility, the hedging program reduced the standard deviation of the
average commodity cost of gas by $0.604/dth over the 12 months ended March 31, 2006.

Actual Average Commodity Cost of Estimated Average Commodity Cost of
Gas (Includes Hedging) Gas Without Hedging

Commodity Wgt. Cost/ Commodity Wat.
Cost Dth (Savings) Cost Dth

Apr-05

e
I

May-05

Jun-05

Jul-05

Aug-05

Sep-05

Oct-05

Nov-05

Dec-05

Jan-06

Feb-06

Mar-06

—&— -

Standard Deviation

" <
e
i

wuiiiimn:

Reduction in Standard Deviation

Weather Analysis

Due to extensive hurricane damage to natural gas infrastructure in the Gulf of
Mexico, prices began winter at extremely high levels. Much of this was due to fear that a
there would be insufficient supply to make it through a colder than normal winter. The
record setting warm January put those fears to rest and allowed prices to come back
down. If January had been normal, let alone colder than normal, then prices would most
likely have remained over $10. The table below lists heating degree days for November
2005 through March 2006 compared to normal.

Nov Dec Jan Feb Mar | Total
Normal Heating Degree Days* 621 907 1,069 855 662 | 4,114
2004/2005 '
Heating Degree Days 574 1,066 738 854 698 | 3,930
%Colder (Warmer) than Normal (8%) 17% | (31%) - 5% | (4%)

* Based on 10-year average 1990-1999.
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Summary

Prices during the 2005-06 winter season started out higher than the various fixed
prices that Duke had locked in through its hedging strategy, but ended lower as the
warmer than normal January caused prices to decline. Although the hedging plan
decreased gas costs overall, the hedging strategy was in place to provide protection
against extreme prices. The hedging program was successful in reducing the impact of
volatility on the GCA. During the 12 months ended March 3 1, 2006, some months
realized savings due to the hedging program, while others saw cost increases. No
purchasing strategy or plan could guarantee savings every month, especially when
weather, national storage levels, drilling activity and the economy are constantly applying
pressure to natural gas prices. The hedging plan did achieve its stated goal of reducing
volatility and insulating GCA customers from extreme price increases.

Page 14
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Attachment A
Information Reviewed at Hedging Meetings
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Gas Commercial Operations
Price Mitigation Program
Market Indicators Summary
April 14, 2005

Weather

Price
Pressure

Comments

Long Term Weather Forecast

R

Earthsat: "Warmer for most of spring and summer. Only June
leans to the cool side. "

WSI.".._do not expect any significant warmth, relative to normal
until June..."

Short Term Weather (30 days)

Earthsat: May expected to be colder than normal in the north and
warmer than normal in the south.

6-10 day forecast

April continues to be mild

Tropical Storm Activity <+— {Hurricane season is June - November.
Storage Inventory
Storage injections for the week ending April 8 were 44 BCF,
EIA Weekly Storage Report >

which was within industry expectations Storage levels are now
23% higher than last year at 1.3 TCF.

Industry Publications

Cambridge Energy Research Associates
Summer 2005: $5.903
Winter 05-06" $6.082

"CERA's assessment of the natural gas market
fundamentals_..suggests that a jittery futures market has
overreacted to a transitory, short-term event, yielding prices that
are, in CERA's opinion, over the top."

Paribas

n

.itis likely that May weakens further to the 6800s "

CM&T

"All intraday charts are way over sold. The Daily and weekly
charts are very bearish "

Conoco Morning Briefing

“l think we can easily see another 20+ cents to the downside if we
break below $7."

Government Agencies

Energy Information Administration
Summer 2005 $6.587
Winter 05-06. $7.684

"Thus, Henry Hub prices are expected to remain relatively high,
averaging about $6.95 per mcf this year and $6.90 in 2006 "

Technical Analysis

Winter 2005-06 Strip Chart

Head & Shoulders pattern. Prices will rise to $8.40's before
going back down. Psychological resistance at $8.00.

Summer 2005 Strip Chart (May-Oct)

Head & Shoulders pattern. Prices will rise to $7.50's before
going back down. Psychological resistance at $7.00.

Rig Count L Unchanged by remains high compared to last 5 years
Economy
EIA. "Natural gas demand is projected to increase by 1 7 percent
Demand ‘ in 2005, down from 2.2 percent projected in last month's
QOutlook *
T ElA: "Domestic natural gas production in 2005 is expected to
Supply increase by only 0.7 percent...despite an expected 8-percent
increase in gas directed drilling *
Oil Market T ElA: "Several factors have contributed to the recent high crude oil

prices and are likely to keep prices at or near present highs."

Meeting Minutes:

Attendees. Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Mike Brumback, Lavonna Foster

Weather, storage and industry experts are all indicating decreasing prices. The perception of tight supply is the driver for
current high prices. No additional hedging will take place for the summer of 2005 at this time. Hedging for the winter of

2005-06 has already reached the maximum »r

place for next winte until June at the earliest.

that it can be for this point in the year, so no additional hedging will take

Page 17 of 237
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The Union Light Heat & Power Company
Hedging Program for Winter 2005-06

Cost Averagin i NGB

Total Closing Price Winter Total Locked in
Januai February  March Cost To Date
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GET EARTHSAT'S LATEST LONGLEAD OUTLOOK on Friday (4/8) WITH EARTHSAT LONGVIEW- AN
UPGRADE TO THIS PRODUCT!

EarthSat Longcast Model Seasonal Outlook Discussion

March 15, 2004

Headlines: Tropical Pacific Analogs are Still Warmer for Most of Spring and Summer.
Only June Leans to the Cool Side in Northeast.

This model output is a strict objective analog comparison based on the Tropical
Pacific. These are not necessarily EarthSat’s official seasonal forecasts, but a
tool utilized in that effort

Latest Weekly Update of Longcast Tool:

According to the latest information, the NINO 3.4 is reporting a neutral situation
with no El Nino present. Some may argue that since the NINO 4 region is still in
the weak El Nino territory, that this still may be the case. Overall, the situation
is either neutral or very, very weak El1 Nino. In these cases, the analogs do not
typically perform as well (with less forcing from the Tropical Pacific). EarthSat’'s
official forecasts for the spring/summer will continue to diverge from the straight
ENSO analyses seen here in the Longcast.

Monthly Update Information:

Status

To see the latest NINO 3.4 SST Departures, please check out this link:

-Matt Rogers

Any Questions? Comments? Please write to mrogers@earthsat.com

http://www.earthsat.com/misc/cinergy/ccext/season.htm 4/14/2005
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Graphic from Climate Prediction Center Web site

Another significant flooding rain event will be affecting much of the East Coast this
weekend. The very wet ground, combined with our relatively strong seasonal forecast
signals, has resulted in a cool April forecast for much of the East.

After this weekend’s storm, there are no strong medium-range cold signals for the next
week, with near or slightly below-normal temperatures the rule in much of the East. The
Madden-Julian Oscillation (MJO) is an important sub-seasonal phenomenon that often
has significant effects on monthly temperature anomalies. Currently, a rather strong
event is taking shape, with intense convection in the eastern Indian Ocean. The evolution
and movement of the convection may play a significant role in determining April US
temperature anomalies. Unfortunately, we do not currently have a skillful MJO
prediction system in place, so the MJO is usually just “noise” which can either help or
hurt our seasonal forecasts.

Our strongest seasonal signals for April are for warm temperatures from California to the
northern Plains, and cool temperatures in the Southeast. Soil moisture conditions and
medium-range model solutions for early April show nothing that would warrant a
change to the March 15 forecast.

As for the remainder of the spring, most of the meteorological clues point towards a
rather cold period in a large part of the country. This would stand in stark contrast to last
year, which was a record warm spring in the US. Since many of the typical indices we
use in our forecasting models are somewhat similar to last year, this seeming
contradiction is a bit of a concern. Another uncertainty will arise if the next few weeks
are extraordinarily dry, depleting soil moisture reserves.

In general, we do not expect any significant warmth, relative to normal until June,
at which point we feel that much of the northern and central Plains will warm up
considerably. We do not see any early heat in the East due to very wet ground and
the fact that the other seasonal indices we use also indicate cool temperatures.

Please click on the “model graphics™ link under the discussion header in the Seasonal

section of our Web page for more details on the raw output from the various climate and
statistical models.

Final model weighting used in WS temperature forecast

APR MAY JUN AMIJ MlIJ
Climate 25 15 15 15 20
Stat | 10 20 25 20 20
Stat 2 15 20 15 20 15
Stat 3 25 20 25 25 25
Stat 4 25 25 20 20 20
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT

POATE IEELIN Tivie BRI FORECASTER

Wednesday lmj 4/13/05
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No Changes to May 2005

Still South Focus on Warmth

Even with the weightings of the QBO analog years shifting
slightly, the May outlook basically was unchanged. Do
not be surprised, as the month evolves, that the warmth
could be more pronounced with an area of +4F possible
for parts of ERCOT. On the flipside, the cool temps could
be more pronounced for the northern Rockies with an
area of -4F possible for parts of Alberta. This will have to
be re-evaluated during the early stages of May.

May CDD Forecasts
forecast]10-year}30-year}last year|

Chicago 380| 39.7]| 480] 515
Philadelphia 5901 71.5] 70.0] 180.0
Houston 375.0 | 392.8 | 328.0| 370.0

June 2005: Heat Centered in The Great Basin

June 2005: Cool Pocket in Lower Ohio River Valley

The outlook above is for this upcoming June, or the early
part of summer. For the most part it is showing primarily
widespread seasonal conditions which would cause one
to believe high amounts of volatility to be present. The
center of the coolest anomalies will be found in the central
Midwest. Ridging seems to be the rule in the West with
the warmest anomalies forecast for the Great Basin. As
May progresses, the precip. will likely lessen in the
PacNW and the forecast for June is expected to be below
normal here. Watch out for poss. early developments in
the tropics. Sea surface temps will be monitored closely.

June CDD Forecasts

Coming Next Week!

APRIL 1-12, 2005

Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www.earthsat.com/wx/energywx/index html

(copyright 2005)
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l D EarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version

.|i SAT l Thursday DAY 4/14/2005 ggywry 6:30 AM. gy DS FORECASTER

I; oday's Changes.

he Midwest is cooler and the Pacific Northwest is
armer.

Potential Problems with the Forecast:

readings.

he cooling in the Midwest is well supported by the models

ue to the incoming cold front. The only shift that would be
possible is if the front were slightly faster, which would drop
Chicago out of the above normal category. The slower
FEuropean progression was the basis for our forecast. The
ridge in the Pacific Northwest could still come under assault
by Pacific storms which could hold down the above normal

DAY9 | o o DAY 10

FORECAST VALID: Friday, 4/22 CONFIDENCE: 4 FORECAST VALID: Saturday, 4/23

CONFIDENCE: 2

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3FTO +7F -2F TO +2F BELOW..........ceceeeeeee -7F TO -3F

| Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www.earthsat.com/wx/energywx/index.html (copyright 2005)
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BNP Paribas Natural Gas Market Watch 14 Apri

1 2005

Commentary

Finally breaking through the 7000 level, May traded in a grinding, light volume
choppy price action overall. Our survey showed that an injection of 43 bcf/wk is
expected, which is quite a difference to the previous week’s injection of 10 bcffwk.
If expectations come anywhere near reality once the storage report is released, it
is likely that May weakens further to the 6800s. We still view May as a scale
down buy ahead of the first forecasts for heat, which traditionally lead the spot

month to rally explosively.
Scott Allen

Gas: Natural NYMEX, - USWGOAK
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Although the information in this report has been obtained from sources which BNP Paribas believes to be
reliable, we do not represent or warrant its accuracy, and such information may be incomplete or condensed.
All estimates and opinions included in'this report constitute our judgement as of the date of the report and may
be subject to change without notice. BNP Paribas or its affiliates may, from time to time, have a position or
make a market in the financial products mentioned in this report, of in derivative instruments based thereon.
BNP Paribas shall not be responsiblé for the consequences of reliance upon any opinion or statement
contained herein or for any omission or error of fact. This reportis confidential and is being submitted to
selected recipients only. This report may :not be reproduced (in whole or in part) to any other person without
the prior written permission of BNP:Paribas. Copyright © BNP Paribas (2005). Allrights reserved.
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CINERGY.
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Natural Gas Stats

Market Outlook:

7.25.—Gregg Tyson

Wa are up this marning on cash and crude. Cash is trading 7.06 right now  E1A expectations are 45, With the market in such contangoa. | think the risk is to a
higher injection. All intraday chanls are way avor sold  Tha Daily and weaekly charts are vary bearish  Wa closed below the 40day moving averaga on the daily
chart yestarday for the first time in a long tme  The woekly stokes are poised to cross down, Rallies still need to be sold in this market right now afthough with
the short term chants so overdone. you probably nesd a short covering rally before we sell off loo hard. The market has been down far 7 of the fast 8 days
Except some shod term selling on the EIA aumber. but then | expect the short covering rally Support is 6 97, 6 925. and 6 85 Resistance is 7 07. 7.15 and

NYMEX 41132005 411212005
Contracts Settle Settle Change Gas Daily Spreads 411412005 4/13l2008 Change
May 05 6978 7.094 G116
Jun 05 7.085 7207 {0122y HSC {2215 {0 245) 0.030
Jut 65 7182 7.307 {0 125 TETCO STX {0 240y {0 255) 0.0t5
Aug 05 7247 7.369 {0.122) Carthage {0310} 10.33G) 0.020
Sep 05 7.282 7403 © 321 NGPL TXOK {0265 10.260) {0.008)
3-month 7.082 7.203 Columbia Gas, App. 0.400 0.395 0.005
6-month 7.183 7.304 Transco Z6 NY 0.590 0625 (0 035)
Summar 2005 7417 7538 Chicago City Gata 0125 {0 145 0.020
Winter 2005 7.751 7.872 €29 PGA&E City Gate 13 558} {0 G9S) 0.040
Wintar 05 - Summoer 05 G334 0.334 {0 000} Sacal {0388 {0.415) 0.050
Balance 2004 7.551 7.671 i0.120y
U. S, NATURAL GAS STORAGE
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DISCLAIMER: THE CONTENTS OF THIS DOCUMENT AND ANY OPINIONS OR VIEWS EXPRESSED HEREIN ARE THE VIEWS OF CINERGY OR MAY
BE BASED ON MARKET INFORMATION GATHERED FROM SOURCES CONSIDERED RELIABLE. CINERGY IS PROVIDING THIS INFORMATION AS
A COURTESY AND NOT AS A FIDUCIARY OR ADVISOR AND DOES NOT WARRANT THE ACCURACY, TIMELINESS, OR COMPLETENESS OF THE
INFORMATION OR ANY ANALYSES CONTAINED HEREIN. ANY PRICE INFORMATION SET FORTH HEREIN IS “INDICATIVE” ONLY, AND THE
DELIVERY OF THiS DOCUMENT SHALL NOT CREATE A CONTRACTUAL, SPECIAL OR OTHER RELATIONSHIP WITH ANY RECIPIENT, NOR
CONSTITUTE AN OFFER BY CINERGY TO ENTER INTO A TRANSACTION WiTH THE RECIPIENT OR ANY OTHER PERSON OR ENTITY. ANY
RECIPIENT OF THIS DOCUMENT SHOULD NOT RELY ON THE INFORMATION HEREIN AND SHOULD INDEPENDENTLY EVALUATE THE TERMS,
CONDITIONS, AND R{SKS RELATED TO THE TOPICS ADDRESSED IN THIS DOCUMENT PRIOR TO ENTERING INTO ANY TRANSACTION OR

MAKING ANY INVESTMENT DECISION.
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- Natural Gas, Gas Liquids and Ually Market
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649

Wednesday A[)l‘il 13. 2005 Email: James.W.Duncan@conocophillips.com
] b
Energy Complex Seeing Red
Today: cub May Natural Gas Closed Down 21.5¢ 30-Day: Bearish

Battom Line — All the major energy commodities ended down on Tuesday. Crude fell $1.85, Nat Gas lost 21.5 cents,
Heating Oil dropped over 2 cents, and Gasoline shed 1.6 cents.

Yesterday's Market

e Nat Gas dosed Tuesday's session at $7.094, down 215 cents. The market played out almost exactly as | had
anticipated. The May contract tried to test the $7.40s, but it did not quite make it there ~ the contract had an intra-
day high of $7.39. Then it proceeded to break through several levels on the downside. Nat Gas did stop just short of
the $7.07 line (but it is just below it right now in moming trading, so watch out below!). Tuesday's decline was the
largest since February 17, and this is the lowest price since March 28.

$7.390
Today's Market
7350 o Nat Gas is staring at some important levets. In electronic trading this morning, the May contract is trading at $7.05,
7. which is right below the $7.07 line. If the contract can hold below the $7.07 level, | would expect Nat Gas to test the
$7 line today. We may not see a 6 handle today, but it is coming. A bearish or neutral petroleum report this moming
and a bearish Nat Gas report tomorrow should give the market plenty bearish ammo to work with. 1 think we can
easily see another 20+ cents to the downside if we break below $7.
7.094
$7.085
Access Trading 4/13/2005 8:29 AM Natural Gas  $7.050 (4.4¢)
W TI Crude $51.250 ($0.61) IPE Brent $51.300 ($0.75)

Today's High Temperatures...

s Low Temperatures..

10 Day Temperature Qutlook...

Weather Briefs — \Warm Weather Spreads Into The Northeast By The . e )
Weekend — Storms Depart The Southeast — Cooler Temps Invade The Stgrass. .. Look For Pleasant Weekend

Pacific Northwest : g : s

S

53 b it

I'm looking for a bearish 61 Bef injection this week...

| am forecasting an injection of 61 Bcf this week; the average on
Bloomberg is an injection of 45 Bcf with a range of 30-61 Bof. This
will compare to last year's build of 15 Bcf, the three year average of a
13 Bef withdrawal, and the five year average of a 7 Bcf withdrawal.
As of last week's storage report, we are 214 Bcf above year ago

wels. | expect that our year on year surplus will continue to widen According to its most recent 6 to 10-day forecast, the National
over the next couple of weeks. Weather Service projects colder than normal temperatures in
Florida, and warmer than normal temperatures across the Central
and Northem Plains, Midwest, and Northeast.

ConocoPhillips Co. Page 1 4/13/2005
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
{99/00-03/04) | (2003-2004) 17-Mar-05| 8-Apr-05 | 14-Apr-05

May | $4.46 $5.87 $6.330 | $6.557 |  $7.000
Jun | $4.84 $6.68 $6.480 | $6.545| $7.085
Jul | $4.45 $6.14 $6.070 | $6.337 | $7.182
Aug | $4.14 $6.05 $5.870 | $6.524 |  $7.247
Sep | $4.04 $5.08 $5.520 | $6.534 |  $7.282
Oct | $4.20 $5.72 $5.360 | $7.023 | $7.324
Nov | $4.79 $7.63 $6.030 | $7.594 | $7.722
Dec | $5.06 $7.98 $6.160 | $8.665|  $8.080
Jan | $5.98 $6.21 $6.200 | $8.228 | $8.307
Feb | $5.20 $6.29 $6.260 | $7.272| $8.302
Mar | $5.59 $6.30 $5.670 | $6.659 |  $8.167
Apr | $5.34 $7.32 $5.770 | $6.098 |  $7.062
12Month Avyg  $4.84 $6.44 $5.984  $7.003  $7.563
Summer Average $5.914 $6.517 $7.169
Winter Average $6.082 $7.684 $8.116

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00

May Jun

Jul Aug Sep Oct
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Feb Mar

Apr
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Gas Commercial Operations
Price Mitigation Program
Market Indicators Summary

May 31, 2005
Weather Price Comments
Pressure
Earthsat: "The analog forecasts...favors a seasonal to above
normal summer.. Then, it favors a cold winter situation ”
Long Term Weather Forecast T WSL: “._below-normal only in the Pacific Northwest and parts of

coastal New England, with warmer-than-normal temperatures
elswhere."

‘ Earthsat: "...the current thinking (for June) is to still favor

Short Term Weather (30 days) seasonal to cooler than normal conditions for much of the

nation.”
6-10 day forecast ‘ June expected to start out cooler than normal.
Tropical Storm Activity T NOAA predicts active hurricane season. 7-9 Atlantic Hurricanes

with 3-6 Category 3 or higher.

Storage Inventory

Storage injections for the week ending May 20 were 93 BCF,
EIA Weekly Storage Report <«—» lwhich was slightly above industry expectations. Storage levels
are now 16% higher than last year at 1.7 TCF.

Industry Publications

Cambridge Energy Research Associates "We feel that the market will continue to meander through this
Summer 2005; $6.12 <— lrange and react to short-term demand and supply related events
Winter 05-06; $6.20 with price vofatility."

. .there will be no other factors to influence gas prices besides
Paribas «p |from weather forecasts, therefore choppy range trading between
6280-6440 is anticipated in July "

T “Forecasts for an unusually hot summer in the South and West, a
growing economy and relatively flat production rates should lead
to higher natural gas prices...” Gas Daily - 5/27/05

Natural Gas Supply Assn

Conoco Morning Briefin Resistance from current mild weather and storage Support from
9 9 crude market and forecasts for warmer weather in June

Government Agencies

Energy information Administration v__.natural gas supply conditions are expected to remain
Remaining Summer 2005, $6.73 <+ ltight...and spot prices are likely to remain in the range of $6 50 to
Winter 05-06: $7.82 $7.00 per mcf through the summer.”
Technical Analysis
Winter 2005-06 Strip Chart «—» iDowntrend leveling off. Gap from $7 75 to $7 81
Summer 2005 Strip Chart (Jul-Oct) L Steep downtrend . Psychological support @ $6.00
Rig Count & Up 14 and remains high compared to last 5 years
Economy
o i j dtoi .
Demand 1 ElA: "Natural gas demand is projected to increase by 2.3 percent

in 2005" up from 1.7 percent projected in last month's Outlook

EIA: “Domestic natural gas production in 2005 is expected to
Supply ? remain near the 2004 level, despite an expected 13-percent
increase in gas-directed drilling

" EIA: “. ..despite the recent downturn in crude oil prices, global oil
Oil Market T markets remain tight."

Meeting Minutes: Conference Room 1002 - 2:00 pm
Attendees: Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Don Schierenbeck, Cathy Knecht

Due to last minute changes in schedules, this meeting was postponed until June 2 at 1:00 pm. Most industry publications
are predicting horizontal movement in prices, with occasional volatility. Proving this theory, prices increased $M/dth on
June 1st and esa have ranged from down $Wk to up W so far today. Once prices setle down again, additional

hedging may take place. If prices for the remainder of the summer drop into the mid ol range, supply for July-
September will be locked in to bring the seasonal total hedged to the maximum 50%. Winter 05/06 will be watched and

an additional 5% of base locked in if prices go up to mid $Hime or down to mid SR

Page 30 of 237
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The Union Light Heat & Power Company
Hedging Program for Winter 2005-06
Cost Averaging

Total Closing Price Winter Total Locked in
Amount November December January February March Strip Cost To Date

4-Apr
5-Apr
6-Apr
7-Apr
8-Apr
11-Apr
12-Apr
13-Apr
14-Apr
15-Apr
18-Apr
19-Apr
20-Apr
21-Apr
22-Apr
25-Apr
26-Apr
27-Apr
28-Apr
29-Apr
2-May
3-May
4-May
5-May
6-May
9-May
10-May
11-May
12-May
13-May
16-May
17-May
18-May
19-May
20-May
23-May
24-May
25-May
26-May
27-May
31-May
Total

Basis to Columbia Gulf Onshore
|Price to be paid for-delivered November 1, 2005 to March 31, 2005:
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GET EARTHSAT’S LATEST LONGLEAD OUTLOOK on Tuesday (5/10) WITH EARTHSAT LONGVIEW- AN
UPGRADE TO THIS PRODUCT!

EarthSat Longcast Model Seasonal Outlook Discussion

April 28, 2004

Headlines: Tropical Pacific Analogs Favor Seasonal to Above Normal Summer.then Cold
Winter.

This model output is a strict objective analog comparison based on the Tropical
Pacific. These are not necessarily EarthSat’s official seasonal forecasts, but a
tool utilized in that effort

Latest Weekly Update of Longcast Tool:

The NINO 3.4 region continues to vary between the very low end of a weak El Nino
and neutral conditions. The analog forecasts based on the current and forecast
Tropical Pacific situation favors a seasonal to above normal summer situation in
the Central to Eastern thirds of the nation. Then, it favors a cold winter
situation. Most of the weighting (~40%) is based on one year..1977. There is concern
that the ENSO analogs do not work as well during near-neutral or neutral periods.
Historically, skill has been weaker during these periods. So, while this longcast
model is favoring a bullish next year (warm to hot summer, cold winter), the
EarthSat thinking is more conservative for both seasons based on other factors,
like the QBO. Nevertheless, the ENSO trend will be watched closely.

Monthly Update Information:

Status
To see the latest NINO 3.4 SST Departures, please check out this link:

http://www.cpc.ncep.noaa.gov/products/analysis_monitoring/enso_update/ssta_c.gif

-Matt Rogers

Any Questions? Comments? Please write to mrogers@earthsat.com

http://www.earthsat.com/misc/plone/ccext/season.htm 5/277/2005
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FOR IMMEDIATE RELEASE

WSI Energycast Outlook Calls for Warm Summer from Great Lakes to Southeast

WSI issues an update of special interest to energy traders

e

Andover, MA, May 24, 2005 — WSI Corporation today issued the seasonal outlook for

the upcoming three-month period (June-August). WSI expects this period to average

below-normal only in the Pacific Northwest and parts of coastal New England, with

warmer-than-normal temperatures elsewhere. The WSI seasonal outlooks reference a

standard 30-year normal (1971-2000). . J
/—«-————-’—’—"’_"-’—M e T

The monthly breakdown follows:

In June:

Northeast

!

Warmer than normal, except for coastal New England

Southeast ~ Warmer than normal, except for Florida
N Central - Warmer than normal, especially ND/MN
S Central — Cooler than normal

Northwest — Warmer than normal

Southwest  — Warmer than normal

Effects in the Marketplace (written by ESAI)
WSI’s forecast for June indicates warmer-than-normal temperatures in the most
market areas with the exception of New England and the South central region.
Moderately warmer-than-normal temperature expectations during June should not
have a significantly bullish impact on power prices, some increased price

volatility may result due to the higher chance for an early season heat event. The
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT

Wednesday m 5/25/05

Mo o
mﬁw e, A » w«,«:@f ZIF

Updated:
May 25, 2005

(LY 930 AMEDT gl MR (eymiaggiay

JULY 2005 :

Updated:

June Outiook Unchanged

) Warmih Favored In
AN v Northwest

While June is not forecast to be quite as cool as June
2004 overall, the current thinking is to still favor seasonal
to cooler than normal conditions for much of the nation.
‘FNevertheless, even this 'cool’ outlook still requires that the
pattern be warmer than what was seen in May for the
eastern half of the nation. May anomalies are 3-6F below
normal for the East Coast. The Pacific Northwest is most

June CDD Forecasts

forecast] 10-year|30-year|last year} forecast] 10-year] 30-year|last year|
Chicago 115.0 | 1649 | 159.0] 114.0 Chicago 217.0 | 2816 | 279.0] 1965
Philadelphia  204.0 | 245.8 | 234.0] 215.5 Philadelphia  356.5 | 391.0 | 395.0| 3505
l Houston 495.0 | 495.2 | 485.0| 483.5 Houston 581.0 | 596.4 | 573.0] 608.5

favored for frequent heat with variability in the Southwest.
0 A

May 25, 2005

No July Changes

Seasonal to Cooler Than
Normal Range in East

The July outlook is unchanged at this time. The expected
pattern is known as a positive PNA pattern with warm
ridging in the West and seasonal to cool troughing in the
East. The QBO-based analog years are the main
rationale for this forecast. The ast five negative QBO
summers (2003, 2001, 2000, 1998, and 1996) were all
primarily on the cool side in the East for July.

July CDD Forecasts

Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www earthsat.com/wx/energywx/index html

(copyright 2005)
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EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version

EARTHSAT Friday

K .y 0 L’ .

1
‘-/
M . ) t e o
N X S
1

FORECASTTEMP.DEVIATIONS

gyl 52712005 gopwral 630 AM. guviad MR grgrrrgngt

Today's Forecast.

Variable Weather in East in 6 to 10 Day Period.

The lack of any stable jet stream configurations this
period means that variability will create frequent
challenges to the forecast. The current thinking is to
favor seasonal to cool early period conditions in the Eas
due to storminess and an associated cool trough.
Warming trends are still favored during the course of th
period and some above normals could even sneak into
the Midwest toward next weekend. A big question is
whether the East Coast also sees some above normals
at that time. In the West, the Pacific Northwest looks
slightly warmer than normal- but not as hot as now.

FORECASTTEMP. DEVIATIONS

-------

DAY 8

CONFIDENCE: 3

FORECAST VALID: Saturday, 6/04

CONFIDENCE: 2

FORECAST VALID: Sunday, 6/05 CONFIDENCE: 1

MUCH ABOVE.. +8F OR UP
ABOVE............. +3FTO +7F

NORMAL MUCH BELOW........ -8F OR DOWN
-2F TO +2F BELOW.........cccocereec. -ZF TO -3F

( Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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NOAA predicts another active hurricane season

In another ominous sign for Gulf of Mexico producers still reeling

PSCKy Case No. 2005-00191
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Tuesday, May 17, 2005

NATIONAL AVERAGE PRICE: 6.310

from Hurricane Ivan, the National Oceanic and Atmospheric Trans. date: 5/16
Administration on Monday predicted that the Atlantic Basin would be Flow date(s): s/1
slammed with seven to nine hurricanes this year, three to five of which Midpolnt  Absolut, c Volume Deals
will be Category 3 or higher. Petmian Basin Area
NOAA said warm sea surface temperatures, strong westerly winds, €l Paso, Permlan Basln__ 5805 565588 575586 640 102

minimal vertical wind shear and the absence of an El Nifio weather Waha

5.805 5.745.86 5.77-5.84 380 62

pattern have combined to create a 70% chance of an above-average Transwestem, Permlan Basin ~ 5.690 5.645.75  5.665.72 8 14
tropical storm season, which runs from Junell to §ept. 30. The agency East TexasNorth Loulsiana Area
also said it’s likely that at least two storms will strike the U.S. coastline. Carthage Hub 6170 614620 615619 69 19

(continued on page 6)

NGPL, Texok zone 6.345 6.286.36

NOAA predicts active hurricane season ... som pag :

“We've seen what a busy hurricane season can do to production in both
temporary and long-term damage to platforms,” said Mark Stultz, a spokesman
for the Natural Gas Supply Assn. “We will be monitoring it closely and taking
whatever steps necessary to assure the safety of people on the platforms and to
anticipate as much as possible the potential effects on supply.”

Last September, Ivan destroyed seven platforms and damaged 24 others in the
“ulf as it blew through the region, damaging 13 undersea pipelines in its path.

hrough Feb. 14, 2005, Ivan resulted in cumulative gas shut-ins of 1723 Bcf, or
about 3.9% of annual production from the Gulf, according to the Minerals
Management Service. Some volumes remain off-line.

According to NOAA, this year will continue a trend since 1995 of above-
normal storm activity. Since then, only two years—1997 and 2002—experienced a
below-average number of storms due to El Nifio conditions that tend to dampen
hurricane activity.

Last month, private forecaster William Gray of Colorado State University
issued a similar 2005 forecast calling for 13 named storms, seven hurricanes and

three intense hurricanes of category 3 or higher (GD 4/4). Gray will update his
outlook on May 31. SGS

6.32:6.36 497 46

industrial custormers throughout the Midwest and
Southeast,” said Proliance Enérgy President John Talley.
Liberty Gas Storage will provide 17 Bcf of working gas
capacity and is expected to be in service by mid-2006. The
facility will allow maximum injections of 500,000 Mcf/day
and withdrawals of 1 Bef/day. MT

Marketer rankings notice

Gas Daily is collecting data for its first-quarter 2005
ranking of North American gas marketers by daily
physical wholesale volumes sold. Gas Daily staff intends
to compile the rankings from information in reports filed
with the Securities and Exchange Commission.

For companies that are not publicly traded or do not
provide such data to the SEC, staff will seek quarterly gas
sales data reported in writing, and verified by executive
personnel, no later than Tuesday, May 31. Please contact
Stephanie Seay by phone at 865-690-4319, fax 865-690-
0933, e-mail stephanie_seay@platts.com; or Mark
Davidson at 202-383-2148, mark_davidson@platts.com,
with any questions.

6

Copyright © 2005 The McGraw-Hill Companies
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é’g’%‘?¢*=~
IEBNF PARIBAS
London e New York
(207)595-8800 Commodity Futures, Inc. (212)841-3347
WEEKLY EIA NATURAL GAS STORAGEWATCH"
for the week ended: ZO-May-O.S
1U.S.
Total U.S T ETEEYN Change: + 93
3000 . o S| % Fult 51%
2500 1R ~—1'05vs '04: + 228
Y\\ /ﬂ '05 vs 5yr: + 303
2000 ‘N y
1500 e
1000 \ﬁ-a. Total Storage This Week
500 ‘ EIA 2005 1692
I - T i EIA 2004 1464
0 ‘ ‘ ‘ ‘ ’ EIA 5yr Avg 1389
24-Dec-04 4-Mar-05 13-May-05 22-Jul-05 30-Sep-05 9-Dec-05
Pr ing Regi
1000 oducing Region Change: + 19
900 % Full: 66%
b 05 vs '04: + 93
600 '05 vs S5yr: + 162
500 1
400 Total St This Week
100 oia orage iS ce
200 EIA 2005 629
100 EIA 2004 536
0 ‘ i ’ : i EIA 5yr Avg 467
24-Dec-04 4-Mar-05 13-May-05 22-Jul-05 30-Sep-05 9-Dec-05
2000 Consuming Region East e— Change:  + 60
1750 = =% % Full: 44%
P -~
1500 + K P '05vs'04: + 86
- R, - - '05vs 5y + 99
S NN e
750 T Total Storage This Week
500 st
250 EIA 2005 799
o = : : ) . ElA 2004 713
24-Dec-04 4-Mar-05 13-May-05 22-Ju1-05 30-Sep-05 9pecos |EIASyrAvg 700
500 Consuming Region West Change: + 14
,m % Full: 52%
- % w‘“’wﬁ = .W’Wv; . |05vs'04: + 49
300 \X{o: — il ‘05 vs Syr:  + 41
200 e 3y : PO W"‘Wfi -
| et T S T Total Storage This Week
100 EIA 2005 264
EIA 2004 215
0 ‘ ‘ ’ : = EIA 5yr Avg 223
24-Dec-04 4-Mar-05 13-May-05 22-Jul-05 30-Sep-05 9-Dec-05
- |mmemmmes 2005 2004 = = = 5 YRAVG

d full storage capacity is 3294 BCF.

Although the information in this report has been oblained from sources which BNP Paribas believes to be reliable, we do not represent or warrant its accuracy, and such
information may he incomplete or condensed All estimates and opinions included in this report constitute our judgement as of the date of the report and may be subject to
change without notice BNP Paribas or its affiliates may, from time to time, have a position or make a market in the financial products mentioned in this repont, or in derivative

instruments based thereon. BNP Paribas shalt not be resp

sible for the o

of rel

upon any opinion or statement contained herein or for any omission or error of

fact. This report is confidential and is being submitted to sclccted recipients only. This report may not be reproduced (in whole or in part) to any other person without the prior
written permission of BNP Padbas Copyright © BNP Paribas (2005) Al rights rescrved
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

12 Month Avg

5-yr. avg. | Last Year CERA EIA NYMEX

(99/00-03/04) | (2003-2004) 18-May-05] 10-May-05| 27-May-05
Jul | $4.45 $6.14 $6.460 | $6.420 [  $6.380
Aug | $4.14 $6.05 $6.380 | $6.627 | $6.445
Sep | $4.04 $5.08 $5.870 | $6.669 |  $6.500
Oct | $4.20 $5.72 $5.760 | $7.188 |  $6.535
Nov | $4.79 $7.63 $6.340 | $7.739 | $7.115
Dec | $5.06 $7.98 $6.450 | $8.331| $7.680
Jan | $5.98 $6.21 $6.290 | $8.498 | $7.975
Feb | $5.20 $6.29 $6.260 | $7.614 |  $7.960
Mar | $5.59 $6.30 $5.670 | $6.897 |  $7.840
Apr | $5.34 $7.32 $5.770 | $6.679 | $6.900
May | $5.19 $6.75 $5.760 | $6.545 | $6.785
June | $5.18 $6.12 $5.810 | $6.494 |  $6.840
h / $4.93  $6.47 $6.068  §$7.142  $7.080
Summer Average $5.973 $6.660 $6.626
Winter Average $6.202 $7.816 $7.714

$9.00

$8.00

$7.00

$6.00

$4.00

$3.00

$5.00

Jul Aug Sep Oct

Nov Dec Jan

Feb Mar Apr May

June
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e | CERA Monthly Briefing

Nortii American Upstream
NO SUMMER VACATION: POWER GENERATION DEMAND WILL LIMIT
DOWNWARD PRICE MOVEMENT
STORAGE INVENTORIES WILL ALSO LIMIT SUSTAINED PRICE EXCURSIONS
North American gas prices have now settled into a more fundamentally driven
DATE price range, bracketed by high residual oil prices that provide fuel-switching
May 18, 2005 demand resistance as gas prices fall and by rapidly filling storage inventories -

that will cushion weather-related price excursions this summer. CERA expects
summer Henry Hub prices to fall gradually from an average of $6.65 per million
British thermal units (MMBtu) in June to $6.38 per MMBtu in August as the
larger storage cushion eases some of the competition for supply between storage
injection and summer power generation (see Table 1). However, the natural gas
market will tread a narrow path between the potential for supply disruption
and the possibility of surging weather-related power generation demand. CERA
continues to expect that bouts of warmer-than-normal weather will cause price
volatility. The recent price excursion on the futures market has abated, but seasonal
spreads remain strongly over $1.00 per MMBtu, driving storage injections. The
rapidly filling storage inventories were 22 percent above the five-year average at
the end of April and are expected to be 264 billion cubic feet (Bcf) above the
five-year average by the end of May. Assuming normal weather, inventory levels
could cushion injection season gas demand by as much as 1.7 Bef per day, or
the additional gas could help to balance short-term demand-related events such
as bouts of warmer-than-normal weather or temporary nuclear outages.

CERA expects that Henry Hub prices will average $6.65 per MMBtu in June,
slightly higher than our expectation for May of $6.56 per MMBtu. The slightly
higher June price will be driven by a 5.9 Bcef per day increase in seasonal power
demand. The higher demand will be buffered by storage injections that will tail
off to 8.5 Bcf per day, 4.5 Bcf per day below the five-year average. This decline
in injections in June will free up additional supply to meet the increased cooling
load without a large expansion in prices. Pressure for scarce supply will remain
and keep prices high and volatile, *particularly if summer-winter futures price

Note: All prices are in US dollars unless otherwise indicated.

This report was prepared by (ambridge Energy Research Associates, Inc (CERA), and is not to be redistributed or reused in any manner, with the exception of dient internal distribution as follows: CERA strives to be supportive of dient internal
distribution of CERA content but requires that (CERA content and information, induding but not limited to graphs, charts, tables, figures, and data, are not to be disseminated outside of a lient organization to any third party, indudinga dient’s
custorners, financial institutions, consultants, or the public. Content distributed within the dient organization must display (ERA' legal notices and attributions of authorship. Some information supplied by (ERA may be obtained from sources
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Table 1

Spot Natural Gas Price Outlook:
Henry Hub Benchmark
(nominal US dollars per MMBtu)

1999 2000 2001
January 1.84 2.40 8.45
February 1.78 2.66 5.65
March 1.77 2.78 515
April 2.13 3.02 5.20
May 2.26 3.57 421
June 2.29 430 3.72
July 2.29 4.04 3.07
August 279 438 3.01
September 2.57 5.01 2.19
October 268 5.03 242
November 2.3 5.49 237
December 235 8.75 237
Year Average 2.26 4.29 3.98

2002 2003 2004 2005* 2006*
2.29 539 6.03 6.17 6.29
2.27 7.00 541 6.09 6.26
3.00 6.37 5.38 6.91 5.67
337 527 570 7.15 577
351 577 6.28 6.56 576
3.20 5.80 6.26 6.65 5.81
299 5.04 592 6.46 572
3.08 4.96 543 6.38 5.66
3.50 4.61 4.99 5.87 5.69
4.08 4.65 6.24 576 5.72
4.06 4.45 5.88 6.34 590
4.74 6.12 6.63 6.45 6.07
3.34 5.45 5.85 6.40 5.86

Sources: Cambridge Energy Research Associates. Historical data derived from Platt’s Gas Daily.
Note: Excel tables are available in the North American Gas Client Services area at www.cera.com.

*Estimate.

spreads remain above $1.00 per MMBtu. Falling oil
prices will have a moderating impact on this tension,
as a decrease in residual fuel prices will take some
pressure off of gas prices (see Figures 1 and 2).

Hence, CERA believes that we have settled into
a new price range bracketed by residual fuel oil
competition on the downside and large storage
inventories that cushion upward price movements.
We feel that the market will continue to meander
‘through this range and react (o Short-term demand=
and supply-related events with price volatility. But
‘with very few hard fundamental breakpoints in the
near term, we believe it will take some time for the
larger storage inventories to translate into much lower
prices. In the meantime we see a mild increase in

prices for June, followed by a gradual softening of

prices for the remainder of the injection season.*

STRONG SUMMER DEMAND GROWTH

US gas demand will increase to 50.9 Bcef per day
in June, a 3 Bef per day increase from May and a
2.3 Bef per day, or 14 percent, increase from June
2004 levels (see Table 2). June 2004 was slightly
cooler than normal, particularly in the heavily gas-
fired generation state of Texas, which was 7 percent
cooler than normal. Assuming normal June weather,
gas demand for power will increase 5.9 Bcef per
day from May levels. Normal weather should also
result in a decrease in residential and commercial
demand of 3.1 Bef per day, which should offset
some of the power demand increase. We expect
the higher gas prices this spring and slightly slower
gross domestic product growth in the United States
to moderate industrial demand slightly (0.3 Bef per
day) from last June. Weather-related demand events,

*Unless otherwise indicated, all CERA price and basis outlooks predict the average daily spot price or basis for the month forecasted, assuming normal weather.
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Commentary

Correcting from the previous session’'s weakness, July strengthened to a high of 6390
to settle near the high. This shows that ahead of the long holiday weekend the fear of a
change in the weather forecast in the Northeast from mild to hot led to a lack of selling.
With all storage reports for energy being issued on Thurs, there will be no other factors
to influence gas prices besides from weather forecasts, therefore choppy range trading
between 6280-6440 is anticipated in July.

Scott Allen
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NGSA expects higher gas prices this summer

Forecasts for an unusually hot summer in the South and West, a

Daily price survey (§/MMBtu) =~

Udo EICEiL Y
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NATIONAL AVERAGE PRICE: 6.180

growing economy and relatively flat production rates should lead to :lfz:s&:‘a:&:)z z;g
higher natural gas prices this cooling season, according to a study Moo Absotuta common  Votums bote
released Thursday by the Natural Gas Supply Assn. pol

“Once again, we have a tight market out there,” Joseph Blount, Permian Basin Area
chairman of NGSA and president of Unocal Midstream & Trade, said at ElPaso,PermianBasin 5765 573580  5.755.78
a briefing in Washington, D.C. “Due to local and state opposition to Waha ....5775 573583 575580 )
exploration, access restrictions and smaller, less economical finds, Transwestem, Permian Basin 5620 559563 561563 20 6
producers are struggling” to meet demand. East TexasNorth Loulslana Area

“As a result, we expect utility customers to continue to feel the Carthage Hub 5.845 580595 581588 80 17

(continued on page 6)

NGPL, Texok zone

6.150 6.116.19 6.136.17 303 49

NGSA expects higher gas prices ... from page 1

effects of the tight market situation reflected in their bills this summer,”
Blount said.

NGSA projects that total gas consumption this summer will be roughly
4.5% higher than last surnmer—53.5 Bef/day vs. $1.2 Bef/day—with most of
that growth coming from the power generation sector.

"DOTE EIS woutd 5rollde BRY Mdre infoffmation to

regulators than what already was contained in the FA.
BLM “required us to go the extra mile,” he added.
Following the comment period, BLM will review the
public comments received and issue a record of
decision. “It won't be a lengthy process. It would be
measured in days or weeks rather than months,”
Ogaard said. M

The Washington-based producer trade group did not make specific price
Jrojections but noted that the United States is coming off a strong year of
economic expansion and industrial productivity. “We still expect to see
economic growth [this year], though it will be slightly softer” than last
summer, Blount said. That, in turn, could result in “flat summer-to-summer
price pressure” on wholesale gas markets,

NGSA expects that storage injections will average roughly 67.7 Bcf/week
and reach a near-record 3.3 Tcf by start of the heating season on Nov. 1. While
that should put some downward pressure on gas prices, it won't be enough to
offset other fundamental forces such as climate and economic expansion, the
report said.

But Blount identified a series of “wildcards” that could have a dramatic
impact on NGSA's forecast—most notably weather. In addition to forecasts for
sustained heat in the Southeast, Blount noted that low hydro levels in the
West could contribute to increased gas consumption there to meet air-
conditioning load this summer.

Meanwhile, the Atlantic tropical storm season this year is expected to be
more active than normal, Blount noted, with the National Oceanic and
Atmospheric Administration predicting seven to nine hurricanes this summer
(GD 5/17). Should any of those storms have the impact on Gulf of Mexico gas
production that Hurricane Ivan did last September, gas prices would get more
support, he said.

Blount also said any shifts in the “very volatile world energy market” could
have an impact on domestic gas markets, though he surmised that U.S. gas
prices would remain strong even if crude oil prices drop.

“We've seen some correlation” between gas and oil prices over the last
several months, “but I don't think it is as big as people are assuming,” Blount
said. Apart from some incremental fuel-switching, he sees £as prices remaining
insulated from potentially weaker crude prices.

Blount again calied on Congress to speed the comprehensive energy bill to

esident Bush’s desk. “Energy policy in America remains stalled, and
vonsumers and the economy will continue to be at risk,” he said. “From a
legislative standpoint, we've not had any movement” toward bringing more
gas supplies on stream. MT

Capyright © 2005 The McGraw-Hilt Companies

Wood touts gas quality standards,

renews call ‘independent’ data hub

With some technical issues “now out of the way, we
now need to focus on whether we need national standards
for gas quality,” FERC Chairman Pat Wood Il suggested
Thursday.

“Granted, this is no easy task,” he told the Natural Gas
Roundtable's monthly meeting in Washington, D.C. “But it is
something that we are going to need to do as our nation
prepares to receive gas” from diverse international
sources.

Wood said he recently sent a letter to Energy Secretary
Samuel Bodman asking for the Dept. of Energy's support of
research needed to craft efficient national standards for
gas quality and interchangeability. “f believe that smart
standards will provide an added measure of regulatory and
commercial certainty, which in tum will support efficient
investment in natural gas infrastructure which is necessary
to meet our growing energy needs,” he said.

The chairman also used the speech to again stump for
an independent energy data hub. More effective practices
by price reporters and publishers have produced greater
transparency, Wood acknowledged. “But is daily ... polling
really good enough to inspire real confidence in the price
formation of this commodity?”

Asked which independent hub proposal makes the
most sense, Wood responded that “the one that appears
to be, from my reading, taking on the head of steam is the
one that is being advocated by the Committee of Chief Risk
Officers.”

CCRO describes its approach as a neutral, independent
data library aimed at improving data transparency and
accessibility. it would offer “a single point to gather,
standardize, validate, and render anonymous otherwise
confidential data,” with coverage of both gas and power
data for all types of transactions—spot, forward, physical
and financial. cc
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EIA Reports A Build Of 93 Bcf

$6.370

$6.340

6.212

$6.130

Today: calf July Natural Gas Closed Down 16¢ 30-Day: Bearish
Bottom Line — Another strong build to storage as well as mild weather across the country helped send the June
contract out with aloss of 19.2 cents.

Yesterday's Market

¢ Nat Gas dosed Thursday's session at $6.123, down 19.2 cents. The June contract ended its life on the NYMEX vesterday
with a big loss. The storage report came out slightly on the bearish side since most analysts looked for a build closer to
90 Bcf. The storage number did not have much of an influence on the price action yesterday. Most of the action

took place in the last hour and a half of trading as traders had to close out their June positions before the contract
went off the board.

Today's Market

e It seems as though the sell-off yesterday may have been a little overdone - so far in overnight trading the July
contract has rebounded to $6.29, which is almost 8 cents higher than where it finished trading yesterday. Looking
ahead, we have a Holiday weekend with weather forecasts calling for fairly mild temperatures, and the next several
storage reports lock to come in fairly strong. My early look at next week's storage report shows a build in the low-
90s, and the following week we could easily see a build in the 100s. But a strong Crude market and forecasts calling
for warmer weather in June might support the Nat Gas market. As far as the forecasts go, 1 think the weather models
are having trouble picking up the patterns right now, so | will have to wait and see what the models do next week
before | really buy into any looming warmer forecasts for June.

Access Trading

5/27/2005 8:29 AM Natural Gas $6.290 T8

" |WTI Crude

$51.470 5046 IPE Brent $50.600 So.4s

Today’s High Temper
RN Y X L.
N

M

Weather Briefs —Hot Aéross Pacific Northwe
Weekend — East Warms Up For The Holiday Weekend

EIA reports build of 93 Bef for week ending May 20...

The EIA reported a build of 93 Bcf for the week ending May
20, which puts our total inventory at 1.692 Tcf. The 93 Bef
build is greater than last year's build of 89 Bcf, the three year
average build of 84 Bcf, and the five year average build of 82
3cf. This is the second consecutive week with a build in the
J0s, and | expect this trend to continue.

ConocoPhillips Co. Page 1 5/27/2005
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2005 Summer Motor Gasuline Outlook Update (Figure 1)

A considerable break in the expected strength of near-term crude oil prices has resulted in a lower
forecast for retail gasoline prices this spring. Gasoline prices may well have seen their peak for the year,
barring sharp disruptions in crude oil supply or refinery operations. Pump prices for the summer (April-
September) are now projected to average $2.17 per gallon, still high by historical standards but well
below the $2.28 anticipated last month. Our projection has been revised downward from the last Outlook
as crude oil prices fell from the high $50s per barrel to the low $50s. However, oil prices remain high
enough to keep expected monthly average gasoline prices above $2.00 per gallon through 2006.

Summer diesel fuel oil prices are expected to average $2.09 per gallon, down 15 cents per gallon from
the last Outlook.

Crude Oil and Petroleum Products (Figures 2 to 7)

The West Texas Intermediate (WTI) crude oil price for the second quarter of 2005 is now expected to
average $51 per barrel, approximately $6 per barrel lower than projected in the previous Outlook
(although $13 per barrel above the year-ago level). While crude oil prices are now lower than
previously projected, prices are expected to remain high by historical standards. Still, the reasons for the
recent easing in crude oil (and gasoline) prices are worth noting. Because of the improving U.S. crude
oil inventory situation, due in part to increased Organization of Petroleum Exporting Countries (OPEC)
production, and the shift in focus towards gasoline, the price of WTI crude oil (the benchmark crude oil
in the United States) dropped significantly in April and is expected to remain near present levels for the
month of May. With the end of winter, oil markets turned their attention away from heating oil and
towards gasoline. As a result, rather than focusing on low distillate fuel inventories, the focus shifted to
gasoline inventories, which have been near or above the upper end of the average range in recent weeks.
Some apparent softening in gasoline demand and high gasoline production levels (especially considering
ongoing refinery maintenance) bolstered gasoline stock levels in April, easing support for both gasoline
and crude oil prices.

However, despite the recent downturn in crude oil prices, global oil markets remain tight. Monthly
average WTI prices are projected to remain above $50 per barrel for the rest of 2005 and 2006. Oil
prices remain sensitive to any incremental oil market tightness. Imbalances (real or perceived) in light

product markets could cause light crude oil prices to increase to levels above the $51 to $53 per barrel
range.

Several factors have contributed to the generally high crude oil prices and are likely to keep them at or
near present levels. First, worldwide petroleum demand growth is projected to remain robust, despite
high oil prices. Projections for 2005 and 2006 call for worldwide oil demand growth averaging 2.1
million barrels per day, or 2.5 percent per year, down from the 3.3 percent growth in 2004. Chinese
demand growth, which exceeded 1 million barrels per day in 2004, is projected to decline to an annual
average of 650,000 barrels per day in 2005 and 2006. Second, expected growth in non-OPEC supplies
is not expected to accommodate worldwide demand growth. Non-OPEC supply is projected to grow by

http://www.eia.doe.gov/emeu/steo/pub/steo.html 5/19/2005



an average of 0.8 million barrels per day during 2005 and 2006, compared with non-OPEC supply
growth averaging 1.1 million barrels per day from 2002 through 2004. Third, worldwide spare crude oil
production capacity has recently diminished; in practice, only Saudi Arabia has any meaningful
available spare production capacity. Despite additions in Saudi Arabia and other Persian Gulf countries
expected in 2005-2006, spare capacity is not projected to grow significantly over the next 2 years.
Fourth, downstream sectors such as refining and shipping are expected to remain tight as well. Finally,
geo-political risks, such as the continued insurgency in Iraq and political unrest in Nigeria and
Venezuela, are expected to keep the level of uncertainty in world oil markets high.

High levels of production from OPEC members contributed to inventory builds in the Organization for
Economic Cooperation and Development (OECD) countries from February through November 2004.
Since then, OECD oil stocks have moved toward the upper end of the 5-year historical range. However,
OECD stocks have not grown in terms of days-of-supply (the number of days that inventories would
satisfy demand) because demand has grown rapidly as well. EIA’s forecast includes little growth in
OECD commercial oil inventories over the next 2 years. U.S. crude oil inventories, now near the middle
of the historical range, are much improved compared to this time last year. Some of this improvement is
expected to dissipate over the forecast period.

U.S. petroleum demand growth in 2005 and 2006 is projected to average 1.8 percent per year, somewhat
less than the 2.4-percent growth recorded in 2004. Motor gasoline demand growth is also projected to
average 1.8 percent. Jet fuel demand growth, however, is expected to average 3.0 percent, and distillate
demand is projected to climb by an average of 2.1 percent. On the supply side, U.S. domestic crude oil
supply is projected to increase by 400,000 barrels per day, cumulatively, between 2004 and 2006. This
reverses a trend of declining annual production, which has taken place since 1985, with the exception of
a slight increase in 1991. This production rise is due to increased production from offshore locations
and higher prices.

Natural Gas (Figures 8 to 9)

The Henry Hub natural gas spot price averaged over $7.30 per thousand cubic feet (mcf) in April 2005
compared to $5.88 per mcf in April 2004. High crude oil prices, combined with the unusually cold
March weather for much of the Nation, boosted spot prices for natural gas to levels above $7.00 per mcf.
Spot prices for natural gas have generally been falling in recent days in response to generally mild
weather and declining crude oil prices. These prices may continue to ease somewhat during the spring
and summer. Still, natural gas supply conditions are expected to remain tight over the same period and
spot prices are likely to remain in the range of $6.50 to $7.00 per mcf through the summer. Although
natural gas storage remains above the 5-year average, high world oil prices, continued strength in the
economy, the expectation that Pacific Northwest hydroelectric resources will be well below normal
through mid-summer, and limited prospects for growth in domestic natural gas production all support

the natural gas price projections. Henry Hub prices are expected to post averages of over $7.00 per mcf
in 2005 and 2006.

Working gas in storage is estimated at 1,463 billion cubic feet at the end of April, a level 17 percent
higher than 1 year ago and 22 percent above the 5-year average. Natural gas demand is projected to
increase by 2.1 percent in 2005. Domestic natural gas production in 2005 is expected to remain near
the 2004 level, despite an expected 13-percent increase in gas-directed drilling. In 2006, natural gas

demand is projected to rise by 2.3 percent due largely to weather-related factors and continued strength
in gas-intensive industrial production.

http://www.eia.doe.gov/emeu/steo/pub/steo.html 5/19/2005
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Summer Strip July - October 2005
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Gas Commercial Operations
Price Mitigation Program
Market Indicators Summary
June 30, 2005

Weather

Price
Pressure

Comments

Long Term Weather Forecast

1

WSI (Summer): “... the worst of the summer heat will be confined
to the south-central and Southeast states..."”

WSI (Winter):"By September, a quick end to summer is expected
as automated guidance suggests a quick transition into a cool
fall.”

Mid Term Weather (30-60 days)

Earthsat; "Eastern Midwest and Mid-Atlantic Cooled slightly in
August”

6-10 day forecast

Earthsat: "...some heat will translate eastward, but not nearly as
much as seen this week..."

Tropical Storm Activity

Tropical Storm Bret making landfall in Mexico. It's unusual to have|
two named storms in June.

Storage Inventory

EIA Weekily Storage Report

Storage injections for the week ending June 17 were 75 BCF,
which was within industry expectations. Storage levels are now
11% higher than last year at 2.0 TCF.

Industry Publications

Cambridge Energy Research Associates
Remaining Summer 2005: $5.89
Winter 05-06: $6.16

v...rapidly filling storage inventories will continue to cushion
weather-related price excursions this summer and provide a
strong signal for fower prices early this falt "

Paribas

"Perhaps the entire energy complex is in reversal and the absolute
tops have been seen”

Cinergy Marketing & Trade

..this market may cross the 100 day average of 6.85 again.”

Gonoco Morning Briefing

"l lean beadrish this morning in my head, but..."

Government Agencies

Energy Information Administration
Remaining Summer 2005: $6.80
Winter 05-06. $7.23

-

“The natural gas market is fikely to tighten over the next few
months as summer coofing demand picks up.”

Technical Analysis

Winter 2005-06 Strip Chart

Long term trend supporting gas prices over $8.00

Summer 2005 Strip Chart (Jul-Oct)

50% retracement of recent increase has been reached.

Rig Count

Up 9 and remains high compared to fast 5 years

Economy

Demand

EIA. "Natural gas demand is projected to increase by 2 0 percent
in 2005" down from 2 3 percent projected in last month's Outiook

Supply

ElA: "Domestic natural gas production in 2005 is expected to
remain near the 2004 level, despite an expected 12-percent
increase in gas-directed drilling

Qi Market

EIA: "WTI crude oil price for the third quarter of 2005 is now
expected to average $53 per barrel.. $9 per barrel above the year

ago level "

Meeting Minutes: 10th Floor North Conference Room - 10:00 am
Attendees: Patly Walker, Jim Henning, Bill Tucker, Jeff Kern, Bob Bandenburg, Phyllis Baker
Fundamentals indicate that prices should be going down. Both CERA and EIA are predicting much lower prices than what
is currently trading on NYMEX. Unless there is an extreme price move in either direction, there will be no additional
hedging at this time. Any further hedging for the Winter of 2005-2006 will exclude November, since the majority of base for

this month has already been hedged.
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The Union Light Heat & Power Company
Hedging Program for Winter 2005-06
Cost Averaging with

Total Closing Price Winter Total Locked in
Amount November December January February March Strip Cost To Date

1-Jun
2-Jun
e e e 232 dun
6-Jun
7-Jun
8-Jun
9-Jun
10-dun
13-Jun
14-Jun
15-Jun
16-Jun
17-Jun
20-Jun
21-Jun
22-Jun
23-Jun
24-Jun
27-Jun
28-Jun
29-Jun
30-dun
1-Jut
5-Jul
6-Jul
7-Jul
8-Jul
11-Jul
12-Jul
13-Jul
14-Jul
15-Jul
18-Jul
19-Jul
20-Jul
21-dul
22-Jul
25-Jul
26-Jul
27-Jul
28-Jul
29-Jul
Total

Basis to Columbia Gulf Onshore
|Price to be paid for-delivered November 1, 2005 to March 31, 2005:
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Graphic from Climate Prediction Center Web site

Mississippi-Valley-states—This-would-suggest-a-relative-lack of widespread-heat this - oo
summer in the US, if current patterns persist. The GFS, however, suggests that a

significant drying will take place over much of the US during the next couple of weeks

(below), with the exception of the northern tier of states. This drying is common in late

June during strong positive PDO events and supports our hot July forecast in much of the
South.

SM Anomaly Change (mm
(Laet day of WEEKZ - JUI& 13,) 2005)
> .

SO : O

0K

350

i

25H

3 10 20 30

GFS-predicted change in soil moisture anomaly during the next 2 weeks

As summer progresses into fall, our model output is now strongly suggesting a return to
the seemingly never-ending pattern of warm temperatures in the West and cool
temperatures in the East. This pattern has been dominant since a return to positive PDO
conditions in late 2002, and there is no reason to think it will disappear anytime soon.
The positive PDO, combined with the persistence of the positive Atlantic SST tripole,
would suggest that the odds favor another cold eastern winter again this year.

The main driving factors in this seasonal forecast suggest that the worst of the
summer heat will be confined to the south-central and Southeast states, although in
August more widespread heat is expected. The “Atlanta problem,” described above,
is our greatest uncertainty for July, as it counteracts the otherwise reasonably
strong warm signal in the Southeast.

In the Northeast, signals are relatively weak in July, as the cool signal from the
QBO is counteracted by warm signals from various other seasonal forecast
predictors. Both the PDO and QBO suggest that any excessive warmth this summer
should have a hard time spreading all the way northward into New England. Our

12



~sunumers however, just a relative lack of strong-cold fronts like in the summers of.
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forecast for the Northeast is slightly warmer than normal in July and August,
however, due to the impact of other seasonal drivers, including the very warm
Atlantic Ocean. We do not expect persistent heat waves in the Northeast this

2003/04. By September, a quick end to summer is expected as automated guidance
suggests a quick transition into a cool fall.

Please click on the “model graphics™ link under the discussion header in the Seasonal

section of our Web page for more details on the raw output from the various climate and
statistical models.

Final model weighting used in WSI temperature forecast

JUL AUG SEP JAS ASO
Climate 20 25 30 25 25
Stat | 5 5 5 5 5
Stat 2 30 30 30 25 25
Stat 3 30 15 15 20 20
Stat 4 15 25 20 25 25

13
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

Wednesday m 6/29/05

'DATE BRI Tive IL LI FORECASTER

AUGUST 2005 -

Updated:
June 29, 2005

Updated:

Cooling Shifted South
and East For July

West Still Favored (o
e on Hotter Side

The outlook for July is generally close to last week's
versions, however, an eastward shift was made to the -2F
Jcontour given recent trends and new findings from an
Jexpanded set of analog years. Expectations continue for
warm to hot ridging to gradually shift more and more to
the West during the next few weeks with the potential for
more impressive coolings at times in the East.

June 29‘ 2005

Eastern Midwest and
Mid-Atlantic Cooled
Slightly in August

Morthern Rockies Warm

The expanded set of analog years favored a slight leaning
to the cool side in more of the Midwest and East for the
6-10 day period. Since June came in warmer than
expected, the negative QBO correlation that favors a 2:1
ratio of cool to warm months in the East might put
pressure on August to be cooler. Also, patterns tend to be
more stable from July to Aug than from June to July.

July CDD Forecasts
forecast|10-year}30-year}last year]
Chicago 256.0 | 281.6 | 279.0| 196.5
Philadelphia 356.5 | 391.0 | 395.0 | 350.5
Houston 576.0 | 596.4 | 573.0] 608.5

August CDD Forecasts
forecast]10-year}30-year}last year|

Chicago 2410 | 235.81 233.0 118.0
Philadelphia 359.0 | 372.5] 351.0 309.0

JUNE 1-28, 2005

JULY 2004

Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www earthsat.com/wx/energywx/index.html

(copyright 2005)
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| D EarthSat's Energy Weather
| The 6 to 10 Day Forecast - Detailed Version

LEARTHS ATL  Wednesday  goyyd  6/29/2005 gyyyyy 6:30 AM. gyrvid MRS gragrrrgngian

DISCUSSION
Today's Forecast.— "~ =~ =T
Variable Weather [n Midwest and East.

The forecast models appear to be having difficulty
handling how much warmth will track eastward through
the Midwest and East in the early half of next week. The
thinking is that some heat will translate eastward, but
not nearly as much as seen this week (particularly in thej
Midwest). With stronger ridging expected in the West
next week, the eastern hot ridge potential is more
limited. By late period, most models show a weaker jet
stream pattern in the East with more potential for
unsettled weather at times as well. The Northwest and
Calgary are forecast to see more warming this period.

FORECASTTEMP. DEVIATIONS

DAY 9

FORECAST VALID: Thursday, 7/7 CONFIDENCE: 4 FORECAST VALID: Friday, 7/8 CONFIDENCE: 3
LEGEND.

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3FTO +7F -2F TO +2F BELOW.......ccceccseenee =7F TO -3F
( Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-83060 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html (copyright 2005)



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
5-yr.avg. | Last Year CERA EIA NYMEX
T 1(99100°03/04) [ 7(2003-2004) [ T 1 7=dun=05 T -7=0un=05"-29-Jun-05 |
Aug | $4.14 $6.05 $6.380 | $6.705 | $7.105
Sep | $4.04 $5.08 $5.820 | $6.804 | $7.150
Oct | $4.20 $5.72 $5.460 | $6.910 |  $7.220
Nov | $4.79 $7.63 $6.340 | $7.102| $7.810
Dec | $5.06 $7.98 $6.450 | $7.435| $8.340
Jan | $5.98 $6.21 $6.200 | $7.972| $8.700
Feb | $5.20 $6.29 $6.070 | $6.916| $8.730
Mar | $5.59 $6.30 $5.670 | $6.720 | $8.600
Apr | $534 $7.32 $5.850 | $6.631| $7.650
May | $5.19 $6.75 $5.760 | $6.565 | $7.510
June | $5.18 $6.12 $5.810 | $6.501 | $7.540
July | $4.97 $6.98 $5.720 | $6.624 |  $7.590
12 Month Avyg  $4.97 $6.54 $5.968  $6.907  $7.829
Summer Average $5.829 $6.677 $7.395
Winter Average $6.164 $7.229 $8.436

$10.00

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00

Aug Sep Oct

T T T

T 1

i

Nov Dec Jan Feb Mar Apr

May June

July

PSCKy Case No. 2005-00191
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BNP Paribas Natural Gas Market Watch 29 June 2005
BNP PARIBAS

- b Beareq, Craewakiod T ascet Mot

Commentary

On expiry of July, gas weakened significantly to 6900 before rebounding slightly to
settle just below 7000, the only month to settle below 7000 until April 2008. This is a
very significant factor. Perhaps the entire energy complex is in a reversal and the
absolute tops have been seen. If this is the case it is likely that the August contract
retraces to at least the 6800s. However, in front of the long holiday weekend with a
tropical disturbance in the Bay of Campeche selling aggressively near 7000 while the
rest of the board is above this level may not be prudent. Therefore, range trading
between 6970-7220 may be seen until the early close on Friday.

Scott Allen

Gas;, Natural NYMEX - :USWGHSQ :
Co oo

L e

47.800
37700
-47.600
7500
7.400
17.300
-47.208
,-7.100
-47.000
16.900
~46.800
16.700
6.600
16.500
-46.400
16.300
16.200
16.160
Day

2 | Commodity Futures



CINERGY.

Natural Gas Stats
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Market Outlook:

Cemplete meltdown in Crude finaily brought the spreads back in to reasonable levels. (It was the widest since gulf war | this week.) Afler the obligatory dead
cal bounce. look for fundamentals to take a leading hand over the next two days A flikely build in NG over the 30 BCF level coming into a hofiday weekend
which will cause still greater builds and this this market may cross the 100 day average of 6.85 again. ~ Tom Aleman

NYMEX 6282605 612872005
Contracts Settle Settle Change Gas Daily Spreads 612812005 612812005 Change
Aug 05 7.073 7.203 [CREG]
Sep 05 7113 7.241 (0.128) HsC ©015) 0.005 (0.020)
Oct 05 7175 7.3 (0.126) TETCOSTX (0 170} {0 205) 0.035
Nov 05 7745 7876 {0 131) Carthage {0 225} {0.179) {0.050)
Dec 05 8275 8.411 (0.136) NGPL TXOK {0.150} (D.145) {0.005)
3-month 7.120 7248 {0 1268) Cotumbia Gas, App. 0230 0.250 {0 020}
§.manth 7 668 7 800 (0.132) Transco Z6 NY 0.615 0.645 (D 030)
Summer 2005 72717 7 405 (0 128) Chicago City Gate 0010 0.000 0.810
Winter 2005 8325 8.466 (0.142) PGAE City Gate (0.765) {0.740) (0.025)
Winter 05 - Summer 0§ 1048 1061 {0.013) Socat {1.060} {C 830} {0.230)
Batance 2005 7.668 7.800 (0.132)
WS RATURAL GAS 2YORAGE
Spot Vs Prompt Month Bmte T RIS O METIS
Last 30 Trading Days e b
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DISCLAIMER: THE CONTENTS OF THIS DOCUMENT AND ANY OPINIONS OR VIEWS EXPRESSED HEREIN ARE THE VIEWS OF CINERGY OR MAY
BE BASED ON MARKET INFORMATION GATHERED FROM SOURCES CONSIDERED REUIABLE. CINERGY IS PROVIDING THIS INFORMATION AS
A COURTESY AND NOT AS A FIDUCIARY OR ADVISOR AND DOES NOT WARRANT THE ACCURACY, TIMELINESS, OR COMPLETENESS OF THE
INFORMATION OR ANY ANALYSES CONTAINED HEREIN, ANY PRICE INFORMATION SET FORTH HEREIN IS “INDICATIVE" ONLY, AND THE
DELIVERY OF THIS DOCUMENT SHALL NOT CREATE A CONTRACTUAL, SPECIAL OR OTHER RELATIONSHIP WITH ANY RECIPIENT, NOR
CONSTITUTE AN OFFER BY CINERGY TO ENTER INTO A TRANSACTION WITH THE RECIPIENT OR ANY OTHER PERSON OR ENTITY. ANY
RECIPIENT OF THIS DOCUMENT SHOULD NOT RELY ON THE INFORMATION HEREIN AND SHOULD INDEPENDENTLY EVALUATE THE TERMS,
CONDITIONS, AND RISKS RELATED TO THE TOPICS ADDRESSED IN THIS DOCUMENT PRIOR TO ENTERING INTO ANY TRANSACTION OR

MAKING ANY INVESTMENT DECISION,



Natural Gas, Gas Liquids and Daily Market

Conocgﬁhimps Power Market Update Indicator

Wednesday, June

Jim Duncan, Market Analyst
(281) 293-1649
Email: James.W.Duncan@conocophillips.com
29,2005

“July Spends Last Day Giving Back 16¢ In A Wave Of Selling

16100-5002 “ON 25€D £DSd

LET 30 09 23eg

$7.200

7.073
$7.050

$7.000

Today: Bearish Auqust Natural Gas Closed Down 13¢ 30-Day: Cub
Botiom Line — lean bearish this morning in my head, but my lower alimentary system has multiple seismic anomalies
with regard to a mini rally either late today or tomorrow.

Yesterday's Market

+ Facing milder temperatures, a sinking crude oil market, and bearish technicals, July dropped 16.2¢ in its final sessions as the front month contract.
With little reason to be bullish at this point, July gas dipped as low as $6.90, and setfled just above that at $6.976. Meanwhile, the August contract
closed out the day at $7.08, off 13¢ on the day, while August crude dumped a whopping $2.34 to close at $58.20.

Today's Market

+ Once again, crude is chasing technical, not fundamental factors. In this type of market, backing and filling should be expected as institutional traders
use price pullbacks to add length in the process of building another large holding. That said, I'd be looking for crude to continue to drift lower into the
weekend, which will knock at least one support out from under NatGas.
Looking farward, we have moderate temperatures for much of the major demand regions this week, coupled with anticipated lower industrial demand
due to the 4th of July weekend. Combine this with total stocks surplus of almost 300 Bcf over the five-year running average, and you've lost near-term
support for mid-summer $7.00 gas. On the other hand, long range weather forecasts are calling for an entrenched upper level omega blocking pattern
that will buitd over the Midcontinent through July. This heat will limit the ability to maintain that surplus supply in storage with YoY injections comparing
to last year's two-week period of 100+ injections. If | overlay technical analysis on top of this information, | see short-term weakness that will establish
lower lows and provide a bearish longer-term head and shoulders pattern with a declinitive neckline (See Tech Page). After the neckline verifies we'll
see more hot weather, which will trigger the next rally to the 62% Fib retracement level completing the head and shoulders pattern, which will lead to
further declines into the end of the season. | am now tired. Remember, | don't believe many will go into this weekend holding short positions; not this
side of forecast heat and tropical storms. That fact alone will support the entire market.

Access Trading

6/29/2005 8:29 AM Natural Gas $7.100 2.7¢

WTI Crude

$57.650 ($0.55) |IPE Brent $56.600 ($0.60)

i

0 Day Temperature Ou
. A

itlook... Today’s High Temperatures...
, 3 . \

o

Weather Briefs —
U.S. - Summertime

10rag

High Heat Continuing in the Southwest

I’'m looking for a build of 90 Bcf this week...

For the week ending June 24, my forecast shows a build of 90
Bcf, which will come in slightly lower than last year's build of
93 Bcf, the three year average build of 95 Bcf, and the five
year average build of 91 Bef. The average analyst forecast on
Sloomberg is a build of 85 Bef. The current inventory level is

..031 Tcf, and we are 198 Bcf ahead of last year, and 271 Bcf TS Bret is located 75 miles ESE of Tuxpan, Mexico and will move onshore
above the five year average in the next few hours. .in Mexico...no threat. Chicago battled through its

A%ﬁ 4 ¢ : R
Summertime Heat Persisting in the Central Signmeres... Summer Like Warmreh And Humidi
Conditions Continue in the East This Week - Dominate Central And East... TS Bret

sixth consecutive day above 90° yesterday. Summertime conditions will
continue across most of the Central and Eastern U.S. this week, and
should even last into early next week in some places

ConocoPhillips Co. Page 1 6/29/2005
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Summer Strip July - October 2005
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Commodity Futures

WEEKLY RIGWATCH
24-Jun-05

for the week ended:

1300 - US Gas Rig Count
1,200 = g™
T -
1,100 PN kbl e N e T
- ~ T Q-

1,000

800 /

700

600 >

500

400

300 . . x . . . . , : , .
~r w) W iie) w 0w 0 wy w un w0y 10 i
4 < ? < < e < < < < < X <
83 fod o H 5 > = = o =% C > Q
8 8§ ¢ 2 2 2 3 2 3 & Q9 2 4
S 2 2 3 8 § 8 & g & & g 2

[- = = 2005 2004 2003 2002

300 | US 0il Rig Count

250

200

150

100

50
<t uw) ) wy wy Wy u ) uy w i ) o
$ ¢ ¢ % g g g g 9 9 g < 3
Q [ 0 5 5 > c = o =% C > o]
8 S ¢ 2 £ £ 3 2 3 4§ 9 =2 4
2 & 8 % 8 & R v g & & & &

- = = 2005 2004 2003 2002

SOURCE: BAKER HUGHES US OIL & GAS DIRECTED R1G COUNT WWW BAKERHUGHES COM

Althaugh the infornation in this repott has been obtained
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New York
(212) 841-3347

Misc. Rigs

2002
2003
2004
2005
+/- Week Ago
05vs 04
05 vs 4yr AVG

2002
2003
2004
2005
+/- Week Ago
05 vs 04
05 vs 4yr AVG

jum sowees which BN Paribas believes to be reliable, we do nul represant o warrant ifs acewragy. and such
and opinions included in this repurt constitute our judgement as of the date of the repart and may be subject to

change withott notice. BNP Paribas or its atfiliates may. from line w time, have a position ot imake 3 market in the finsocial prosfucts mentioned in this repot, of in daivative
instrunients bascd thereon. BNP Pasitas shiafl not be responsible for the consequences of reliance upon any opinion or statement contained herein o for any amission or esvar of
fact. This report is confidential and is being submiitted o sclected recipients only. This report may not be reproduced (in whole ot in part) to any olfter person without the prior
written pemtission of BNP Paribas. Copyright & BNP Paribas (2005). Al rights reserved

698
915
1005
1219

214
346
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Gas Commercial Operations
Price Mitigation Program
Market Indicators Summary
July 15, 2005

Weather

Price
Pressure

Comments

Long Term Weather Forecast

V!

WS (Summer): " = the worst of the summer heat will be confined
to the south-central and Southeast states. .

WS (Winter)."By September, a quick end to summer is expected
as automated guidance suggests a quick transition into a cool

fall."

Mid Term Weather (30-60 days)

Earthsat: .. seasonal to cool anamalies favored for parts of the
eastern Midwest, Mid-Atlantic. and South. "

6-10 day forecast

Earthsat: "Hot Temperatures Engulf the Midwest and Rockies"

Tropical Storm Activity

Although Emily is not expected to hit production areas, there is

still a chance she'll turn north. Even if she doesn't the unusually
active hurricane season is keeping prices high. 1 BCF/day is still
shut in from Dennis

Storage inventory

EIA Weekiy Storage Report

Storage injections for the week ending July 8 were 94 BCF,
which was above industry expectations. Storage levels are now
6% higher than last year at 2.3 TCF.

Industry Publications

Cambridge Energy Research Associates
Winter 05-06: $6.16
Summer 2006: $5.72

“ ..rapidly filling storage inventories will continue to cushion
weather-related price excursions this summer and provide a
strong signal for lower prices early this falt *

Paribas

“The 2005 summer strip is still backwardated to the summer strip
of 2006 and this is very bullish "

Cinergy Marketing & Trade

“8 05, then B.16 resistance next level is 10.20!"

Conoco Morning Briefing

"So much information remains ‘in the air' for the market that {
doubt we'll see any significant bear move till the end of the
month...maybe."

Government Agencies

Energy Information Administration
Winter 05-06: $7.61
Summer 2006. $7.00

>

“The natural gas market is likely to stay tight over the next few
months when summer cooling demand is at its height Prices are
then projected to rise even further as the winter heating season
boosts natural gas demand

Technical Analysis

Winter 2005-06 Strip Chart

Gap: 8 56 - 861

Summer 2006 Strip Chart

Resistance at 8.00

Rig Count * Up 24 and remains high compared to last 5 years
Economy
EIA: “Natural gas demand is projected to increase by 1.7 percent
Demand ‘ in 2005" down from 2.0 percent projected in last month's
Qutlook
EIA. "Domestic natural gas production in 2005 is expected to
Supply ? remain near the 2004 level, despite an expected 12-percent
increase in gas-directed drilling
EIA: "WTI crude oil price. .is now expected to average $59 per
Oil Market 4

barret for the third quarter of 2005. approximately $6 per barrel
higher than projected in the previous Outlook . "

Meeting Minutes: 1002 Conference Room - 11:00 am
Attendees’ Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Mike Brumback, Al Hartkemeyer
Due to Hurricane Emily, prices are much higher than they should be, based on other fundamentals. Therefore, no

hedging will take place at this time. However, if prices remain in the $§ range for Dec-Feb even after the hurricane threat
has passed, then additional fixed price gas may be locked in
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The Union Light Heat & Power Company
Hedging Program for Winter 2005-06
Cost Averaging with

Total Closing Price Winter Total Locked in
Amount November December January February March Strip Cost To Date

1-Jun
2-Jun
3-Jun
6-Jun
7-Jun
8-Jun
9-Jun
10-Jun
13-Jun
14-Jun
15-Jun
16-Jun
17-Jun
20-Jun
21-Jun
22-Jun
23-Jun
24-Jun
27-Jun
28-Jun
29-dun
30-Jun
1-Jul
5-Jul
6-Jul
7-Jul
8-Jul
11-Jul
12-Jul
13-Jul
14-Jul
15-Jul
18-Jul
19-Jul
20-Jul
21-Jul
22-Jut
25-Jul
26-Jul
27-Jul
28-Jul
29-Jul
Total

Basis to Columbia Gulf Onshore
JPrice to be paid for

delivered November 1, 2005 to March 31, 2005:




COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
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Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 17-Jun-05| 12-Jul-05 | 14-Jul-05

Aug | $4.14 $6.05 $6.380 | $7.360 | $7.890
Sep | $4.04 $5.08 $5.820 | $7.235| $7.940
Oct | $4.20 $5.72 $5.460 | $7.373| $7.955
Nov | $4.79 $7.63 $6.340 | $7.554 | $8.420
Dec | $5.06 $7.98 $6.450 | $7.839 | $8.845
Jan | $5.98 $6.21 $6.200 | $7.633| $9.190
Feb | $5.20 | $6.29 $6.070 | $7.533| $9.180
Mar | $5.59 $6.30 $5.670 | $7.464 | $9.050
Apr | $5.34 $7.32 $5.850 | $7.361| $7.910
May | $5.19 $6.75 $5.760 | $7.079| $7.760
June | $5.18 $6.12 $5.810 | $7.079| $7.810
July | $4.97 $6.98 $5.720 | $7.131| $7.870
12 Month Avg $4.97 $6.54 $5.968 $7.387 $8.318
Summer Average $5.829 $7.231 $7.876
Winter Average $6.164 $7.605 $8.937
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Mississippi Valley states and parts of the mid-Atlantic and Northeast. This would
suggest a relative lack of widespread heat for the remainder of the summer in the US, if
current patterns persist. The GFS, however, suggests that a significant drying will take
place over much of the US during the next couple of weeks (below), with the exception
of the Pacific Coast and parts of the southern Plains.

1%
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SM Anomaly Change INSmm)
(Last day of WEEK2 — JUN 28, 2005)
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GFS-predicted change in soil moisture anomaly during the next 2 weeks

As summer progresses into fall, our model output is now strongly suggesting a return to
the seemingly never-ending pattern of warm temperatures in the West and cool
temperatures in the East. This pattern has been dominant since a return to positive PDO
conditions in late 2002, and there is no reason to think it will disappear anytime soon.
The positive PDO, combined with the persistence of the positive Atlantic SST tripole,
would suggest that the odds favor another cold eastern winter again this year.

The main driving factors in this seasonal forecast suggest that the worst of the
summer heat will be confined to the south-central states in July, although in August
more widespread heat is expected. The “Atlanta problem,” described above, is our
greatest uncertainty for July, as it counteracts the otherwise reasonably strong
warm signal in the Southeast.

In the Northeast, signals are relatively weak in July, as the cool signal from the
QBO is counteracted by warm signals from various other seasonal forecast

predictors. Both the PDO and QBO suggest that any excessive warmth this summer

should have a hard time spreading all the way eastward and/or northward into New

England. Our forecast for the Northeast is slightly warmer than normal in July and

August, however, due to the impact of other seasonal drivers, including the very
warm Atlantic Ocean and persistence of the June heat. We do not expect persistent
heat waves in the Northeast for the remainder of the summer, however, just a
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relative lack of strong cold fronts as we had in the summers of 2003/04. By

September, a quick end to summer is expected as automated guidance suggests a
quick transition into a cool fall.

Please click on the “model graphics™ link under the discussion header in the Seasonal

section of our Web page for more details on the raw output from the various climate and
statistical models.

Final model weighting used in WSI temperature forecast

JUL AUG SEP JAS ASO
Climate 25 25 30 25 25
Stat 1 5 5 5 5 5
Stat 2 30 30 30 25 25
Stat 3 30 15 15 20 20
Stat 4 10 25 20 25 25

12
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook
EARTHS AT Wednesday IEY‘ 7113105 .—m 9:45 AM EDT MR R CASTEN
AUGUST 2005 @ : BER20(
+2F
A My;
-\ s
\ 2 AT == -
B ‘*‘?F - ’ -1
2FES N0 A AL oF
A | B B
N 0 B
Updated: 0 Updated:
uly 13, 2005 July 13, 2005

Best Chance for Warming in North and West
77 No Major Changes to

Big Picture Themes Best Cooling Opportunities in South

Seasonal to Cool The new September outlook offers some similar themes
. Continues in Southeast to recent patterns with warming more favored in the West,
e G, 3005 Northern Plains, and across the southern tier of Canada.
The overall outlook is approximately similar to last week's The analog years are warmer in SoCal than seen in
update with seasonal to cool anomalies favored for parts previous months and this could be an issue since
fo the eastern Midwest, Mid-Atlantic, and South. The Sep-Oct rolls into more of the Santa Ana season there.

-fwarmest anomalies are favored toward the top of the Stronger downslope flow events could trigger stronger

ridge expectation- still in the upper Rockies to maybe heat events there. Otherwise, given recent patterns, rain
Northern Plains. The cool pocket in the Southeast has will likely be needed to push Texas away from its
been somewhat of a fixture this summer season. otherwise hot and dry summer.

August CDD Forecasts
forecast}10-year|30-year]iast year|

Chicago 238.0 1 23581 23301 118.0 September CDDs Forecast Coming Next Week!
Philadelphia 359.0 | 372.5] 351.0) 309.0
Houston 560.0 ] 593.3] 563.0} 561.0

JULY 1-12, 2005

25
Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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[ EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version
; Thursday DAY 7/14/2005 DAE 6:30 AM. TIME MR/JS FORECASTER

Today's Forecast.

Hot Temperatures Engulf The Midwest And Rockies
The models have backed off on the strength of the cool
trough since yesterday, allowing for warmer
temperatures in the Midwest and Rockies throughout
the period. In the wake of the trough around day 8,
much aboves can be found spanning from Montana all
the way to Indiana. Upon heading east, the trough cools
the Eastern states back to normal, after an especially
warm start in Southeastern Canada. Another cool
trough pokes its way into the Pacific Northwest by day
8, cooling down the West Coast regions at the end of
the period. The Southeast still remains around normal.

"*N

\ -,
‘--q—_-‘ 4

FORECAST VALID: Thursday, 7/21 CONFIDENCE: 4
N_, h’w;:ﬁ , . ! ?"’*ﬁ, 0\\ .
0-~‘_\3;\‘ \‘ I: : ‘/ ‘.;‘\'-q% N\,;,;..,CN{‘:.;
A S : A N YT
N G e '
SR
.-—-i/

DAY 10 4

FORECAST VALID: Friday, 7/22 CONFIDENCE: 3 FORECAST VALID: Saturday, 7/23 CONFIDENCE: 2

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3FTO +7F -2F TO +2F BELOW.....ccccceeenneee =7ZF TO -3F

t Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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BNP Paribas Natural Gas Market Watch | 13 July 2005

Commentary

Rallying above 8000 August strengthened gradually and remained strong
throughout the session. The 2005 summer strip is still backwardated to the
summer strip of 2006 and this is very bullish. Although our storage survey showed
that an injection of 81 bcfiwk is expected, looking ahead to the following two weeks
it is likely that shut ins during Cindy and Dennis will have an effect on injection
rates. It is also conceivable that with low injection rates two weeks consecutively,
fears of the surplus of overall gas in storage vs. last year at this time and the
average amount for 5 years getting near to flat might be justified. This could lead to

a scale down buying mentality in August after the storage report is

released.

Today's price action demonstrated that more sensitivity is to rallies than weakness,

and at this time we view dips as buy opportunities.
Scott Allen

Gas, Natufal NYMEY + USWGO5Q
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Kern, Jeff L.

From: Quezada, Daniel on behalf of Smith, Brian
Sent: Thursday, July 14, 2005 10:23 AM

To: Quezada, Daniel

Subject: CIN Market Outlook 07.14.05

Attachments: Cinergy Marketing Report 07-14-05.pdf

Market Outlook: Prices are again strong as Emily was upgraded to a hurricane, and landfall now looks to be
Cancun on Monday. This is a more bullish threat to gulf, with better chances of it continuing on to hit between
Corpus Christi and Tampico. Stats for crude were bullish with a draw of 2MM more than expectations. Canadian
imports are high...above 10BCF. EIA is expected at 84, bias toward coming in lower. Next week estimates are
between 40 and 55, incorporating the hurricane shut-ins. 8.05, then 8.16 resistance...next level is 10.20! Crude
still fliting with 60 as the critical level, but pressure for lower heating oil prices are constraining a move upward.

Brian Smith

Director, Marketing

Cinergy Marketing & Trading, LP
1100 Louisiana St., Ste 4800
Houston, TX 77002

Work - 713.393.6952

Cell - 713.724.2361

AOL IM - bsmithcinergy

Yahoo IM - smitty_cinergy

“«DISCLAIMER: THE CONTENTS OF THIS DOCUMENT AND ANY OPINIONS OR VIEWS EXPRESSED HEREIN ARE THE VIEWS OF CINERGY OR MAY
BE BASED ON MARKET INFORMATION GATHERED FROM SOURCES CONSIDERED RELIABLE. CINERGY IS PROVIDING THIS INFORMATION AS A
COURTESY AND NOT AS A FIDUCIARY OR ADVISOR AND DOES NOT WARRANT THE ACCURACY, TIMELINESS, OR COMPLETENESS OF THE
INEORMATION OR ANY ANALYSES CONTAINED HEREIN. ANY PRICE INFORMATION SET FORTH HEREIN IS “INDICATIVE" ONLY, AND THE DELIVERY
OF THIS DOCUMENT SHALL NOT GREATE A CONTRACTUAL, SPECIAL OR OTHER RELATIONSHIP WITH ANY RECIPIENT, NOR CONSTITUTE AN
OFFER BY CINERGY TO ENTER INTO A TRANSACTION WITH THE RECIPIENT OR ANY OTHER PERSON OR ENTITY. ANY RECIPIENT OF THIS
DOCUMENT SHOULD NOT RELY ON THE INFORMATION HEREIN AND SHOULD INDEPENDENTLY EVALUATE THE TERMS, CONDITIONS, AND RISKS

RELATED TO THE TOPICS ADDRESSED IN THIS DOCUMENT PRIOR TO ENTERING INTO ANY TRANSACTION OR MAKING ANY INVESTMENT
DECISION

7/14/2005
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Natural Gas, Gas Liquids and paily market
ConocoPhillips Power Market Update Indicator
Jim Duncan, Market Analyst
(281) 293-1649
Thm'sday Jllly 14. 2005 Email: James.W.Duncan@conocophillips.com
No Decision Day..Wide Range...Much Pain..Wait & See Emily Yields Sideways

Today: Bullish August Natural Gas Closed Up 1.5¢ 30-Day: Bearish

Botton Line ~ The downgrading then stbsequent upgrading of Emily to hurricane Wil surprise much of the market. Also storage day
is likely to be a surprise to the downside, which would dlso be bullish.

Yesterday's Market

e August natural gas posted a yo-yo session yesterday exploring both positive and negative territory, ultimately choosing neither
definitively. The result was a net-neutral day with the front month contract settling up a marginal 1.5¢ at $7.90. The front month
began the session at $7.83, slipped as low as $7.72. and then managed to walk back up to $8.035 before pulling back to “unched.”
One major question mark yesterday was then Tropical Storm Emily, the fifth named storm of this overly active season. Though the
system was maintaining winds near 60 mph in reports released during the day session, late in the aoftemoon the NHC said that the
storm had ceased strengthening and was likely not achieve hurricane status by the time it reached the Windward Istands.

Today's Market

$8.035 e Hurricane Emily looked like it made a “torque” move to the northwest last night. Additionally, Emily spooled up nicely while we
N slept and developed explosive convection in a totally symmetric pattern, which increased its health and triggered the overnight

upgrade. Right now, Emily looks to me like she will stay far enough south not affecting GOM production. However, with the torque

move we can't rest, and the market won't rest, until the storm dissipates. Of more immediate concern, however, is today's inventory

7.900 report, which will include the production lost late last week due to Hurricane Dennis, some mixed weather data, and the indusion of

the low-load Independence Day holiday. It should be interesting. :

7.830 o Hurricane Dennis has the market "expecting lackluster injection figures,” and a narrowing of the year-on-five-year storage surplus of
§7. 242 Bcf. Current expectations are for a build of between 58 and 92 Bef, with prognostications averaging out near 80 Bcf. This would
be significantly less than the 98 Bd five-year average as well as last year's 109 Bcf figure. Looking further out, damage from
Hurricane Dennis has lowered expectations for next week's report even lower. Early forecasts are for a build between 40-50 Bdf, well
$7.120 below the 77 Bdf five-year average build. According to the Minerals Management Service's latest update, 10.3% of daily natural gas
production remains offline in the Gulf of Mexico. To date, some 23 Bcf have been lost due to Hurricane Dennis. So much information

remains “in the air” for the market that | doubt we'll see any significant bear move till the end of the month...maybe.

Access Trading 7/14/2005 8:29 AM Natural Gas $8.000 10.0¢
W TI Crude $59.920 ($0.09) |IPE Brent $57.940 ($0.41)
1 ’ Today’s High Temperatares... Tonight’s Low Tempers

EREEAY

B S 0|

- - : S N e 2 “i S
Weather Briefs ~ TS Emily Upgraded To Hurricane - Sionwtts... Emily Moving Away from the Windwards
Summertime Heat/Humidity to Redevelop East - Summertime ¥ e
Heat for Portions of the Midcon - Hot Across Much of the West :

torage

I’'m looking for a build of 73 Bcf this week..
For the week ending July 8, my forecast calls for a build of 73
Bcf, which is off significantly from last year's build of 108 Bcf,
the three year average build of 91 Bcf, and the five year ; =
average build of 87 B_Cf~ Th? average forecast on Bloomberg As of 5am this morning, now Hurricane Emily was located about
came in at 81 Bcf, with a high forecast of 93 Bcf and a low 45 miles WNW of Grenada, and tracking WNW at 18mph. This
“yrecast of 58 Bef — with the July 4t holiday weekend, and motion is expected to continue into the weekend, with the center
. : : . : : ' reaching Puerto Rico Saturday and the southern GOM/Yucatan
~indy and Dennis, thgre is much Yanance in this week's by Monday of next week. Top sustained winds are near 90mph,
forecasts. The current inventory level is 2.186 Tcf, and we are with some gusts to near 115mph just NE of the center. My
155 Bcf ahead of last year, and 242 Bcf above the five year | hurricane sense tells me this storm ultimately moves into Oid
average . Mexico, but the market will assume the risk making this bullish.

ConocoPhillips Co. Page 1 7/14/2005
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Summer Strip 2006
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London
(207) 595-8800
BN PARIBAS
Commodity Futures
WEEKLY RIGWATCH
for the week ended: 8-Jul-05
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New York
(212) 841-3347

Misc. Rigs

2002
2003
2004
2005
+[- Week Ago
05 vs 04
05 vs 4yr AVG

2002
20,03
2004
2005
+/- Week Ago
05 vs 04
05 vs 4yr AVG

Although the inforntation in this repart has bean oblained fron sources which BNP Paribas belicves (o be rdiable, we do sot represent or warrant its accuracy, and such

may be incamplete or i 4. Afl

and opinions included in this rqport constitute our judgenman as of the date of the report and may be subject ta

change without notice, BNP Paribas or its affiliates may, from time to tiow, have a pasition or make a mirket in the financial products mentivned in (his report, of it derivative
instruments based thareon, BNP Paribus shall not be responsibte for the consequences of rediance upau any opinion or statement cantained herdn or for any omission or aror of
fact, This repont is confidustial and is being submitied 10 sdected eecipients only. This repart may not be reproduced (in whole or in pant) 1o any other persun without the prier

written permission of BNP Paribas Copyright © BNP Paribas (2005). AN rdghts reserved

716
925
1028
1235
24
207
345
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Gas Commercial Operations
Price Mitigation Program
Market indicators Summary
August 30, 2005

Pri
Weather rice Comments
Pressure
WSI (Summer): "This forecast process has been particularly
<

Long Term Weather Forecast

difficult, since the climate model signal {warm) is so diametrically
opposed to the statistical model signals (cold) "

Mid Term Weather (30-60 days)

Earthsat: "Most of the recent hottest summers have tended to be
cooler than normal. during the autumn period.”

6-10 day forecast

No extreme heat expected cause gas fired electric generation,
and too early for heating load.

Tropical Storm Activity

Estimated that 6 BCF/day has been shut in due to Katrina.
Tropical Depression 13 is expected to break up without forming a
Tropical Storm.

Storage Inventory
Storage injections for the week ending August 19th were 60 BCF,
EIA Weekly Storage Report ‘ which was above industry expectations. Storage levels are now
1% lower than last year at 2.6 TCF.
industry Publications

Cambridge Energy Research Assaciates
Winter 05-06: $7.09
Summer 2006; $6.87

...the market could move from concern over injection season
inventories to concern over tight winter supply and carry the;
market and higher prices along with it."

Paribas ? High prices have already slowed injection rates. ..now with shul
a ins the injection rate will most likely be even slower..."
Gas Daily T “Two analysts raise their 2005 price forecasts”

Conoco Morning Briefing

where prices go from here will be dictated by news of damage
to infrastructure .as it dribbles in.“

Government Agencies

Energy Information Administration
Winter 05-06: §7.79
Summer 2006. $7.00

"

several factors are expecled fo continue to support high natural
gas prices, including: high world oil prices; continued strength in
the economy;...and concerns about the potential effects of
hurricanes.”

Technical Analysis

Winter 2005-06 Strip Chart

Trending up since 2004

Rig Count

Down 1 and remains high compared to fast 5 years.

Economy

Demand

See FEIA above: " .continued strength in the economy. "

Supply

ElA: "Domestic natural gas production in 2005 and 2006 is
expected to remain near the 2004 level, despite a 16-percent
annual average increase expected in natural gas-directed well
completion.”

Qit Market

ElA: “Crude oil and petroleum product prices remain high in the
United States as world oil market fundamental stay tight and

conditions for continued economic growth _.*

Meeting Minutes: 10th Floor North Conference Room - 3:00 pm
Attendees: Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Don Schierenbeck, Laura Schmidt
In keeping with the revised hedging strategy, two packages of 10,000 dth/day (8,000 CG&E and 2,000 ULH&P) will be
priced out. One from April 2006 - March 2007 and the other from Aprit 2006 - March 2008. However, due to the volatility
caused by Hurricane Katrina, we will wait a few weeks for the damage assessments to be complete. (Since the price

already seems to include an assumption of exte
addition, the term gas for the coming winter with

nsive damage, prices will drop if actual damage is less than expected.) in

“ must be hedged prior to October 31, 2005
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The Union Light Heat & Power Company
Hedging Program for Winter 2005-06

Cost Averaging with-

Total Closing Price Winter Total Locked in
Amount November December Janua February  March Strip Cost To Date

1-Jun
2-Jun
3-Jun
6-Jun
7-Jun
8-Jun
9-Jun
10-Jun
13-Jun
14-Jun
15-Jun
16-Jun
17-Jun
20-Jun
21-Jun
22-Jun
23-Jun
24-Jun
27-Jun
28-Jun
29-Jun
30-Jun
1-Jul
5-Jul
6-Jul
7-Jul
8-Jul
11-Jul
12-Jul
13-Jul
14-Jul
15-Jul
18-Jui
19-Jul
20-Jul
A Jul
22-Jul
25-Jul
26-Jul
27-Jul“;
28-Jul
29-Jul
To(alﬁ“ 5

Basis to Colt%ié?@ Onshore

rice to be paid for delivered November 1, 2005 to March 31, 2005:
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Correintion Temperature Gct
With Gct 2DO

1348 {0 2004

(v

NOAA-CIRES /Clirnaze Diegnostics Center

The most significant change in this month’s forecast packages has been to move the
bulk of the cold from the East to the Plains. The statistical models have trended
warmer in the East, especially the Southeast, this month. This is likely due to the
record low values of Arctic snow cover this summer. Specifically, the June value of
Northern Hemispheric snow cover was the lowest since 2001, while the July value
was the lowest on record. While summer snow cover in the Arctic may not seem to
be particularly important, there are indications that low snow cover values may
result in warm temperatures in the eastern US in the fall and winter.

This forecast process has been particularly difficult, since the climate model signal
(warm) is so diametrically opposed fo the statistical model signals (cold). For now,
we have favored the statistical models and have gone with the colder solution for the
fall season (below), based primarily upon the strength of the PDO signal in the fall
and the fact that the statistical models have trended even colder this month. If the
PDO weakens significantly during the next 4-6 weeks, we will likely warm up our
forecast in our September package. On the other hand, if the climate model is
colder next month and matches the cold statistical model signal, we will have
particular high confidence of a cold fall, especially in the central US.
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT
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Updated:

Aug 24, 2005
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No Changes

Warm Start and Cool
Finish Favored in East

Updated:
Aug 17, 2005

No changes are being made to the September outlook.
The similar hot summer analog cases suggest that the
month could be quite uncertain/variable. The current
thinking favors continued seasonal to above normal
temperatures in the Midwest and East early in the month
with trends toward seasonal to cooler than normal
weather by fate month toward an October transition.

September CDD Forecasts
forecast] 10-year}30-year}last year|]

Chicago 4990 | 845 | 910| 945
Philadelphia 15,0 | 1654 | 152.0 | 173.0
Houston 387.0 | 430.2 | 412.0| 485.0

Mid-Continent Cooling
Still Favored for October

West Coast Mostly
Seasonal to Warm

The October thinking continues to be about the same.
Analysis of other consistently hot summers as well as the
ENSO analogs both suggest a better chance in October
vs. September for seasonal to below normal temperatures
in the central to eastern thirds of the nation. Most of the
recent hottest summers have tended to be cooler than
normal more frequently during the autumn period.

October HDD Forecasts
forecast]10-year|30-year}last year}

Chicago 461.0 | 379.1 | 401.0| 348.0
Philadelphia  277.0 | 251.9 | 269.0| 276.0
Houston 390| 310] 370 4.0

A DU

Maps above depict deviations of average temperatures fro

Py :
m normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www.earthsat.com/wx/energywx/index.html

(copyright 2005)
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[ D FarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version

Monday DAY MRS DATE 6:30 AM.  gryvie MRS gaeraandian

Today's Forecast.

Aboves In The Plains; Early Belows In Pacific N.W.
Similiar to last week, aboves are found across the
Plains, reaching down to the Desert Southwest and
lasting the entire period. However, the area of much
aboves in this ridge is smaller than last week's forecast
heat wave, only having a wide spanon day 7. Inthe
Pacific Northwest, a cool trough moves in off the ocean
at the beginning of the period, bringing belows to the
area. This trough will not have as strong a cooling
effect in the Rockies though, as they only fall to normal.
A short spurt of belows also is found in the Southeast,
as onshore flow is forecast to continue at times.

FORECASTTEMP. DEVIATIONS

WCARTHSAT

e I \
< 7/ "‘i\' o

0 ) /8 Gl g
y. ¥l ~
Vet
L)
j l‘-\
¥,
DAY 7 Yoo
FORECAST VALID: Sunday, 9/4 CONFIDENCE: 5 FORECAST VALID: Monday, 9/5

DAY 10

FORECAST VALID: Tuesday, 9/6 CONFIDENCE: 3 FORECAST VALID: Wednesday, 9/7 CONFIDENCE: 2

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3FTO +7F -2F TO +2F BELOW........ccceeunnene =7F TO -3F

| Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 19-Aug-05{ 9-Aug-05 | 29-Aug-05

Sep | $4.04 $5.08 $7.650 | $8.289 | $11.150
Oct | $4.20 $5.72 $6.860 | $8.451 | $11.000
Nov | $4.79 $7.63 $6.860 | $8.777 | $11.300
Dec | $5.06 $7.98 $7.090 | $8.279 | $11.500
Jan | $5098 $6.21 $7.130 |  $7.432| $11.720
Feb | $5.20 $6.29 $7.170 |  $7.301 | $11.850
Mar | $5.59 $6.30 $7.200 | $7.165| $11.750
Apr | $5.34 $7.32 $7.310| $6.987 |  $9.400
May | $5.19 $6.75 $7.360 | $6.846 |  $9.100
Jun | $5.18 $6.12 $7.420 | $6.995| $9.200
Jul | $4.97 $6.98 $6.870 | $7.167 |  $9.250
Aug | $4.91 $7.65 $6.860 [ $7.306 |  $9.200
12 Month Avg $5.04 $6.67 $7.148 $7.583  $10.535
Summer Average $7.190 $7.434 $9.757
Winter Average $7.090 $7.791 $11.624
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CERA ADVISORY SERVICE

North American Natural Gas

Monthly Briefing

WALL OF WORRY

NORTH AMERICAN GAS MARKETS ON EDGE WITH NO FUNDAMENTAL

BREAKPOINT AHEAD
North American gas prices are balanced precariously on top of a wall of worry,
DATE a wall rushed to completion and propelled by competition for supply between
August 19, 2005 above-normal summer power demand and storage injections for the winter. Surging

world oil markets have also added fuel to the fire, as futures traders trading on
bullish conditions in the entire energy complex have pushed gas futures to dizzying
levels. Prices and volatility will remain elevated until relief arrives in the form of
lower demand or a spell of bearish news that calms the risk premium embedded
in summer prices over $9.00 per million British thermal units (MMBtu).

CERA’s view throughout the summer thus far has been that prices would be high
early in the injection season, as concerns about the tight market drive storage
injections. However, CERA expected that, as in 2004, storage inventories would
reach a point at which operational constraints on further injections would throw a
bucket of cold water on a hot market. A market surging on psychological factors
would be corrected upon reaching this hard fundamental breakpoint. However,
several weeks of hotter-than-normal weather have lent fundamentals support to
what heretofore had been a primarily psychologically driven market. Equally
important, the heat has eroded the storage cushion, to the point where operational
constraints on injections now appear unlikely. Hence, price relief will not happen
quickly because North American storage inventories now are unlikely to exceed
2004 levels, which would have provided a fundamental break on prices. Without
this fundamental breakpoint, the market could move from concern over injection
season inventories to concern over tight winter supply and carry the markel and

hlgher prlces along w1th it.

[n spite of this risk, the market fundamentals do not support Henry Hub $9.00
per MMBtu prices in the shoulder month of September with lower demand and
still-healthy North American storage inventories. The regional markets in the
United States and Canada confirm this, with healthy supplies and a growing price

Note: All prices are in US dollars unless otherwise indicated.

This report was prepared by (ambridge Energy Research Assadiates, lnc. (CERA), and is not to be redistsibuted of reused in any manner, with the exception of dient internal distribution as fallows: (ERA strives ta be supportive of dient interal
distribution of CERA conteat but requires that CERA content andinformation, including but not limited to graphs, charts, tables, figures, and data, are not to be disseminated eutside of a client organization to any third party,including a dient’s
cwstomers, finandial institutions, consultants, or the public Content distributed within the client organization must display (ERA' legal notices and attributions of authorship. Some information supplied by (ERA may be obtained from sources
that CERA believes to be refiable but are in no way warranted by CERA as to accuracy or campleteness. Absent a specific agreement to the centrary, (ERA has no abligatien to update any content or information provided to a dient.

The CERA Monthly Briefing is part of (ERA's Retainer Advisory Service. For more information, please cafl +1617 866 5000 (USA) o +33 {0} 42 44 10 10 {France), or e-mail info@cera.com
ln the USA: 55 Cambridge Parkway, (ambridge, MA 02142, USA.In Europe: 21 boulevard de la Madeleine, 75038 Paris, Cedex 01, France /,,4‘* k‘\“

(1
©2005, (ambridge Energy Research Assodiates, Inc /

‘\ma! /"
WWW.Cera.com
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BNP Paribas Natural Gas Market Watch | 26 August 2005

Commentary

Options expiry saw a late session push to test near 10000 however Sept was
unable to pin this strike price. Overall volume was high which should be expected
on options expiry. With Katrina in the Gulf and headed to at least very near
production areas, it is cerfain that shut ins will occur. High prices have already
stowed injection rates, erasing the year on year storage surplus that had been
enjoyed for the majority of the season. Now with shut ins the injection rate will
most likely be even slower coupled with high prices. Expiration of Sept futures on
Monday only adds to the volatility.

Scott Allen
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Two analysts raise their 2005 price forecasts

With the gas storage surplus whittled away by the demands of an
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Monday, August 29, 2005

Daily price survey ($/MMBtu)

NATIONAL AVERAGE PRICE: 9.350

unusually hot summer, two industry analysts on Friday raised their Trans. date: 8/26

2005 price estimates to $7.65 and $7.30/MMBtu, respectively, as the Flow date(s): 8/27-29

market warily awaits the impact of an already active hurricane season. Midpoint Absolut c Volume Deals
“Nervousness about the adequacy of storage to last the winter is permlan Basln Area

simply occurting four months earlier than normal,” analyst Stephen El Paso, Permian Basin 8.800 B54910  8.668.94 1254 158

Smith said in his latest Monthly Energy Outlook released Friday. Waha 8.945 880910  8.879.02 197 101

“Why? The extreme summer heat has effectively eliminated the gas Tear 0, Permian Basin 8130 811820  8,11815 44 8

storage surplus just as we are approaching the peak of hurricane

East Texas-North Louisi Area

season. This increases the odds of beginning winter with below-
(continued on page 6)

Carthage Hub _
NGPL, Texok zone

8.965 8.909.03
9.285 9.209.40 9.239.34 327 59

893900 134 20

Analysts raise their gas price forecasts ... fom pag 1

normal gas in storage.”

Smith, the president of Natchez, Miss.-based Stephen Smith Energy Associates,
upped his 2005 price projection to $7.65/MMBtu at Henry Hub from his month-
earlier forecast of $7.20/MMBtu:

But for 2006, Smith expects moderating crude oil prices and increased
liquefied natural gas terminal capacity at Lake Charles, La., and Elba Island, Ga.,
to result in a somewhat lower average price of $7.25/MMBtu.

Smith noted that LNG import growth appears to have slowed over the past six
months due to seasonal effects, cargo availability and terminal scheduling factors
that tend to trim some 20% off annual “nameplate” capacity at U.S. terminals.

On the demand side, Smith now projects a 7% increase in gas-fired power
generation during 2005, up from his earlier estimate of 5.8%, as this summer
“ranks at least the hottest in a decade, and some weather forecasters are calling it
among the hottest summers ever.” Residential gas demand is expected to rise by
1.6% this year as degree-days and the number of homes using gas have both
risen.

Total gas consumption was 61.3 Bcf/day in 2004 and is expected to rise 2.2%
this year to 62.8 Bcf/day, Smith noted.

Separately, analysts at Energy and Environmental Analysis raised their 2005
price estimate Friday by nearly $1/MMBtu due to higher-than-normal summer
temperatures.

EEA now expects 2005 Henry Hub prices to average near $7.30/MMBtu and
2006 prices to average $7.60/MMBtu assuming normal weather, up from month-
ago estimates of $6.40/MMBtu and $7.50/MMBtu, respectively.

EEA pegged power-sector usage due to hot weather at 20.3 Bcf/day from June
through August of this year, more than 4 Bcf/day higher than the previous
summer. Meanwhile, production in the Lower-48 states will grow just a little over
1%/year, while flat LNG imports this year will increase beginning in 2006 and
grow to 3.4 Bcf/day by 2007, the firm said. SGS

Munis want nearings, tegisiation -
on gas price, supply issues

Calling the U.S. gas supply/demand imbalance a
“crisis,” the trade group representing municipally owned
utilities last week urged two prominent members of
Congress to tackle the issue as soon as the House and
Senate return in September.

Saying gas costs have tripled over the past five years
and have led to the loss of 2.5 million manufacturing
jobs, American Public Gas Assn. CEO Bert Kalisch said
Congress needs to pass a stand-alone bill focused
strictly on natural gas.

In a letter to Sen. Pete Domenici, who chairs the
Senate Energy and Natural Resources Committee, and
Rep. Richard Pombo, chairman of the House Resources
Committee, Kalisch said the legislation should open
access to more domestic gas supplies, accommodate
liquefied natural gas import terminals and accelerate
development of methane hydrate extraction technologies.

Kalisch predicted a voter backlash if fawmakers do
not act immediately to bring soaring energy costs under
control.

“When the bills reflecting these current gas prices
are received this winter by homeowners across America,
| expect the fallout will extend far beyond the locat
communities we serve,” he said.

Representatives of Domenici, R-N.M., and Pombo, R-
Calif., did not return cails for comment by press time Friday.

Domenici already has scheduled hearings before his
committee on the high price of gasoline, but APGA Vice
President for Congressional Affairs David Schryver said
the muni group believes natural gas-related topics
warrant a separate forum,

“There's a separate set of circumstances around
each issue,” Schryver said. “Both issues deserve their
own hearing.” BH
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Natural Gas, Gas Liquids and Daily Market
ConochhiNips Power Market Update Indicator
Jim Duncan, Market Analyst =
(281) 293-1649 g
Monday August 29. 2005 Email: James.W.Duncan@conocophillips.com S
Katrina Takes Center Stage And Performs Rollercoaster Act *

Today: Bullish  September Natural Gas Closed Up2.2¢ 30-Day: Bearish
Bottom Ling — I'd like to have some serious insight into today's market, but all the
activity happened last night.

Yesterday's Market

o On an extremely volatile Friday, September natural gas swung through positive and negative territory as

$10.020 market players attempted to hedge themselves ahead of Hurricane Katrina as it strengthened in the Gulf

of Mexico. Ultimately, however, the bulls won marginally as September gas closed its second to last session

2.2¢ higher at $9.792. Earlier in the morning, traders sold the contract down as low as $9.67 with the

expectation that Katrina would end up having a marginal influence on Gulf energy production. By the

end of the session, easing worries and a slumping crude oil market allowed the front month to sink back

9.840 to the $9.70s.

9.792 Today's Market

o After today September will give way to October as the front month and where prices go from here will be
dictated by news of damage to infrastructure...as it dribbles in. 've already gotten fresh stories of supplies

$9.670 that are offline and the storm isn't fully onshore, yet. With storm related shut-ins yet to be determined

and several refineries offline, too, the coming days could turn into the “Perfect Storm”.

Access Trading 8/29/2005 8:26 AM Natural Gas $11.547 175.5¢
WTI Crude $69.140 $3.01  |IPE Brent  $64.870 ($1.38)
10 Day Temperature O Today’s High Temperatures... Tonight's Low Temperatures.
o 7 ¢ VML | i
i S (" i Lo
B85

Weather Briefs — Katrina Moves Onshore -~ Cuban Air Mass

Moves In Behind Katrina For Sultry South - High Heat to Persist
in Texas and Southwest All Week

I'm looking for a build of 65 Bcf this week.

For the week ending August26, my forecast calls for a build of
65 Bcf. This week’s build will be off from last year's build of 81
Bef and the three year average build of 69 Bcf, but will be in-
line with the five year average build of 65 Bcf. The current
“wentory level is 2.575 Tcf, and we are 39 Bcf behind last oo Acclesbentee eeshesion

Jear, and 136 Bcf above the five year average. ; At 4am CDT, Hurricane Katrina was located about 80 miles SSE
of New Orleans and about 120 miles SSW of Biloxi and was
moving to the north at 15 mph. There was some slight
weakening overnight and sustained winds are down to 150 mph,
making it a_strong Category 4 hurricane.

ConocoPhillips Co. Page 1 8/29/2005
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grew by an average of about 100,000 barrels per day compared to year-ago levels, with
similar growth appearing in the gasoline market and even more robust growth (about 180,000
barrels per day) in distillate fuel oil. For the second half of 2005, a 370,000 barrels-per-day
increase in total U.S. oil demand above the second half of 2004 average is expected.
Increased growth is likely to be driven by a continuation (and even acceleration) of the
strength in motor gasoline demand seen since May, continued increases in jet fuel demand

resulting from higher air travel, and weather-related increases in heating oil in the fourth
quarter.

Natural Gas (Figures 10 to 11)

The Henry Hub natural gas spot price is expected to average $7.63 per thousand cubic feet
(mcf) in 2005 and $7.34 per mcf in 2006. [n July, the Henry Hub natural gas spot price
averaged $7.86 per mcf as hot weather in the East and Southwest increased natural gas-fired
electricity generation for cooling demand and crude oil prices increased. The natural gas
market is likely to stay tight over the next couple of months, with prices projected to rise
further as the winter heating season increases demand. The Henry Hub spot price is expected
to average $8.50 per mcf in the fourth quarter. Although natural gas storage remains above
the 5-year average, several factors are expected to continue to support high natural gas prices,
including: high world oil prices; continued strength in the economy; the expectation that
Pacific. Northwest hydroelectric resources will be below normal through the rest of the year;
limited prospects for growth in domestic natural gas production; and concerns about the
potential effects of hurricanes. S e T T T

Depending on the region of the country, overall increases for 2005 in natural gas spot prices
are expected to range between 18 and 25 percent from the 2004 averages. Citygate prices
(prices that natural gas utilities pay at the point where they take delivery) and end-use prices
(prices charged by utilities for natural gas delivered to end-use customers, including
distribution or other charges not included in the utilities’ natural gas costs) are expected to
exhibit double-digit percent increases for the second year in a row in most regions. For the
upcoming winter, pressure on delivered natural gas prices may be sharpest in regions where
heating demands are likely to increase the most, such as in the central portion of the United
States. The Northeast is likely to see less severe increases in delivered natural gas prices
during the winter since, on average, significant increases in heating demand are not expected
there. Even so, general increases in natural gas costs are expected to push up heating
expenditures for Northeast households this winter.

Working gas in storage was estimated at 2,420 billion cubic feet (bef) as of July 29, a level
2.2 percent higher than 1 year ago and 7.6 percent above the 5-year average. Above-average
storage levels are expected to persist through 2005, assuming that strong injection levels
resume following the recent cooling-related surge in demand in the power sector. However,
a normal winter for 2005-2006 would probably eliminate any storage surplus. Natural gas
demand is projected to increase by 1.8 percent in 2005 and another 2.4 percent in 2006, due

to an assumed return to normal weather and continued strength in consumption for electric
power production.

Domestic natural gas production in 2005 and 2006 is expected to remain near the 2004 level,
despite a 16-percent annual average increase expected in natural gas-directed well

Energy Information Administration/Short-Term Energy Outlook - August 2005
4
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WEEKLY RIGWATCH

for the week ended.

26-Aug-05

US Gas Rig Count
1,300 ; Misc. Rigs
1,200 - wmemRe DT o -
X o -
1,100 4 —mo——ar—wncr
" o - M/‘V/W e e ™
1,000
TN T e i o
900 2002
800 | L 2003
700 S ‘\\Nxahﬂmr‘drﬁ//f-hmh P N 2004
2005
600 et +/- Week Ago
500 & 05 vs 04
400 | 05 vs 4yr AVG
300 ¢ . . . . . . 1 ; ~
< wn Vel 0 w0 w0 0y wn [ty wy uy 0 0
e 8 9 9 9 9 < g g Q@ 2 < Q
] = el 1 & > fd = =4 o S > 5]
S 7 & 3 F 2 3 2 2 4 9 2 9
2 & & & & g 8§ ¢ g g & g v
- = = 2005 2004 2003 2402 |

300 US Gil Rig Count

250

200

150

2002
i 2003
100 - 2004
I 2005
50 : +/- Week Ago
| 05 vs 04
: 05 vs 4yr AVG
0« - 4 . . : : ‘ . . . .
< o el u n w Ul w0y w0 (fe] w0 wn Iy
$ € T 2 9 2 <9 2 2 <9 2 2 7
&1 c o) 5 a8 > c 5 =4 [=3 hs) > o
S ;&2 32 2 2 42 24
§ &8 8 8§ & g & ¢ g 8 & & §
- = = 2005 2604 2003 2002

SOURCE: BAKER HUGHES US OIL & GAS DIRECTED R1G COUNT WWW BAKERHUGHES.COM

Albunght the information i tus repuit has been obtamed Tiom souees which BNP Panbas bolieves 1o be acdiable we do ot represait e warro s asceuraey . sd such
" N h

nay Lo plete o

and apinions incuded in this tepant consstute ute judgament as of the date of the tepo and may be subjeet to

clunge without autice NP Paribas or its affiliates may . frn time o ime. have a position o make 2 maka in e Goancial products motioned m dis repoit. on in daivative
instnanents based tiereon BNP Paribas shall not be responsible for e consequences of reianee wpan any opinive or statement contairud herein or fon any omission w arror of

Faet. Vhis epart is vontid

1 und is being sul ! to sclected re
wiitien pormission of BN Paribas. Copyright & BN Panbas (2005). Al ughts resarved

1 only This repart man not be ceproduced (in whnbe ar in pan) to any other person withowt the prior

(212) 841-3347

713
928
1069
1220

151
317

124
149
169
220
13
51



Delivery
Month

Nov-05
Dec-05
Jan-06
Feb-06
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Winter 05/06

Apr-06
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Jun-06

Jul-06

Aug-06
Sep-06

Oct-06
Summer 2006

Nov-06
Dec-06
Jan-Q7
Feb-07
Mar-07
Winter 06/07
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May-07
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Jul-07

Aug-07
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Summer 2007
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date Next Target (10/31/05)
Base Supply Total Required  Allowed
Dth/day Dth/mo Dth/day Dth/mo dth/day dth/day
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Gas Commercial Operations
Price Mitigation Program
Market Indicators Summary
September 27, 2005

Weather

Price
Pressure

Comments

Long Term Weather Forecast

{

WSH: " _.warmer temperatures now expected in the major
population centers of the East and Midwest."

Mid Term Weather (30-60 days)

Earthsat: Above normal in East, below in the Midwest

6-10 day forecast

Does not look like there'll be an early start to the heating season.

Tropical Storm Activity

Damage from Rita is still being evaluated. 7.2 BCF/day of Gulf
supply shut in (approx 3.4 left over from Katrina}

Storage Inventory

EIA Weekly Storage Report

Storage injections for the week ending September 16th were 74
BCF, which was above industry expectations, especially after
Katrina. Storage levels are 3% lower than last year at 2.8 TCF.

industry Publications

Winter 05-06: $8.14
Summer 2006: $7.35

Cambridge Energy Research Associates

Headline: "North American Gas Prices Will Remain at Record
Levels for the Fall and Winter”

Paribas

*...damage to production from Katrina has still not been assessed,
let alone damage from Rita."

Conoco Morning Briefing

“In fact if this best case scenario happens, hopefully, prices should
retrench further and likely move down to pre-Rita levels."

Government Agencies

Energy Information Administration
Winter 05-06: $10.50
Summer 2006: $7.17

“__.prices at the Henry Hub are likely to remain above $10 per mcf
until peak winter demand is over.”

Technical Analysis

Winter 2005-06 Strip Chart

Katrina Gap: 10.88 - 11.27 & Rita Gap: 12.52 - 13.11

Rig Count i Up 9 and remains high compared to last 5 years.
Economy

Demand ? "Natural gas demand is projected to fall slightly by 0.7 percent in
2005, but recover by 2.4 percent in 2006 .."
"Domestic natural gas production in 2005 is expected to drop by

Sunol T 1.5 percent due mainly to the major disruptions to

ety infrastructre. .from both lvan and Katrina " (Rita hadn't happened

yet.)

Ol Market T Oil infrastructure in the Gulf took the same hits from Katrina and

Rita as the natural gas industry.

Meeting Minutes: 10th Floor North Conference Room - 2:00 pm
Attendees: Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Bob Bandenburg, Lavonna Foster
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In November, our models are in unusually strong agreement in suggesting a strong
negative PNA pattern, with cool temperatures in the Northwest and warm temperatures in
the Southeast. This is a significant change from last month’s forecast for November, and
is a direct manifestation of the PDO drop in August. Is this PDO drop transient? In
examining historical PDO data, a large PDO drop is rarely followed by a “snapback”
move in the opposite direction. This implies that a return to a positive PDO, if it occurs,
will not occur for at least a couple of months. We feel fairly confident that the impacts
typically associated with a negative PDO should be dominant for at least the first part of
the heating season.

In December, our model signals are weaker than in November, but it is notable that there
is little consensus for cold temperatures in any region of the US. The impacts of the
negative PDO, would suggest that the eastern US has a better chance of being warmer
than normal again.

The three major sources of uncertainty in the monthly forecasts are (1) the MJO, (2) the
NAO, and (3) possible stratospheric warming events. The MJO is typically rather active
by early fall, and the timing of these events and their associated impacts often masks the
general seasonal signal for a given month. This is one of the reasons why skill of
monthly forecasts is less than that of seasonal forecasts (three-month averages). The
NAO does have some predictability on seasonal time scales, and the warm Adtlantic
Ocean continues to suggest that a negative NAO will be favored going into the winter
season. Any negative NAO events that do occur will act to temper the expected warmth
in the Southeast. Negative NAO events are much less impactful when the PNA is
negative, as we expect it to be for much of the period. Finally, stratospheric warming
events are much more common in easterly QBO regimes, as we will have this winter.
These events, when they occur, typically result in extended periods (4-6 weeks) of very
strong negative AO/NAO and widespread below-normal temperatures in the US. While
these events are not predictable on monthly or seasonal time scales, they can be detected
a couple of weeks ahead of time by examining daily stratospheric data. When these
events occur, the seasonal signal is generally useless for a month or so.

The most significant change in this forecast package has been to move the bulk of
the cold from the Plains to the Northwest starting in November, with warmer
temperatures now expected in the major pop_ulatlon centers of the East and

due to the big PDO drop. For you analog fans, a similar transition in Pacific SSTs
occurred in late summer 2003. The strong negative QBO we are currently
experiencing is also similar to late summer 2003. While we don’t expect an exact
duplicate of fall 2003, our objective model output does suggest a rather strong
similarity, especially in November.

We will be following changes in Pacific SSTs during the next 4-6 weeks do
determine whether the recent trend towards negative PDO and La Nina will persist.
These SST changes will play an important role in the second half of the eagerly
anticipated heating season of 2005-2006.

10
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

-~

Wednesday m‘ 9/21/05

Updated:
Sep 14, 2005

West Cooled for October

East Siightly Warmer

Sep 18, 2005
Check the new page 2 of the 30/60 day outlook for more
information on the various inputs to this 30 Day outlook.

d Today's changes favored less warming toward the West
JCoast and slight warming toward the Eastern Seaboard.
There are increasing signs in the medium range models of
lowering jet stream heights in Western Canada which
would lead to more frequent cool events in the Pacific

October HDD Forecasts
forecast]10-year|30-year]last year]

Chicago 461.0 | 379.1 | 401.0] 3480
Philadelphia  255.0 | 251.9 | 269.0} 276.0
Houston 45.0 31.0 37.0 4.0

Northwest, Calgary, and the Mid-Continent Plains/Prairies.
00 R

nm:d 10:15 AM EDT ﬂﬂ]ﬂ T ORECASTER |
]
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\
0 B B
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\
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Updated: 0

Nov Cooler in Midwest

Western Canada Cooled

Based on close hot summer fits as well as recent pattern
fits to the last four weeks, the closest analog fits lean
toward a cooler than normal November in the eastern
two-thirds of the nation. The latest ENSO (Tropical Pacific)
based analyses also favor a seasonal to cool November
for much of the nation actually. Much will depend on the
new mid-continent troughing expected in October.

November HDD Forecasts

Sorry for the Delay...

P

Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www_earthsat.com/wx/energywx/index html

(copyright 2005)
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l D FarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version

DISCUSSTION

Today's Forecast

Trough Cools Out West As Heat Builds In East
The beginning of the period finds a trough cooling the
Southern Canadian Plains into the belows while also
keeping the Pacific Northwest in the normals. This trough
lifts mid period, however, moving eastward but losing its
cooling influence. Heat is found in the Midwest early on,
with a ridge building and eventually covering the entire
Eastern U.S., minus Florida, with aboves by the end of the
period. Much aboves are scattered throughout as well,
most notably covering the Great Lakes on day 7 and the
Northeast and Southeasten Canada days 8 and 9.

FORECASTTEMP. DEVIATIONS

N N P 40 ' N ’ d”‘&'
( Z.

! e S
S\N N [ ) [ e
S }\ - ”l’ @W i N < N:':’ X
e < '“"'A ‘ N\ ' - VS
7 N~ S MAL
s
0"
A
d A MA
MA PG
DAY 8 ;
FORECAST VALID: Monday, 10/3 CONFIDENCE: 5

;’;N
DAY 9 / j
FORECAST VALID: Tuesday, 10/4 CONFIDENCE: 4 FORECAST VALID: Wednesday, 10/5 ~ { CONFIDENCE: 3

(LEGEND X

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3FTO +7F -2F TO +2F BELOW.........ccoeeeeee. -7F TO -3F

[ Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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downgraded Hurricane Rita to a Category 3 system.
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petroleum complex put further downward pressure on gas prices. 48 561 53
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And with forecafters expecting Rita to slow down significantly after Texas Eastern, STX — T — = — 0
landfall, the National Hurricane Center was warning that eastern Transco, zone 1 15025 15001505 15014504 0 2.
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NYNEX Henry Hub gas futures contract, Sep 23 .

Most Gulf gas shut in as Rita arrives ... fompage 1

Texas and western Louisiana could see up to 25 inches of rain over several

Settlement High Low +/- Volume
days, potentially flooding onshore gas infrastructure. Oct 2005 12.324 12,700 12.200 -46.6 29256
In its Friday afternoon report, the Minerals Management Service said 7.204 Nov 2005 12.687 13.040 12550 -388 16360
, : Dec 2005 13.167 13.450 13.050 -34.8 7167
Bcf/day of the Gulf's norm.al output of‘l() B.cf/day was shut in, up from 6.595 Ton 7008 13.472 13.780 13.350 333 4874
Bef on Thursday. Cumulative gas shut-ins since Hurricane Katrina threatened Feb 2006 13.352 13.620 13.360  33.3 2061
‘the Gulf Aug. 26 stood at 140.5 Bcf, or about 3.5% of yearly Gulf output. Mar 2006 12.977_13.200 12.900  -28.8 5389
Although MMS did not break out Rita- and Katrina-related supply cuts, 3,39  -Apr2008 10.502 10,650 10.480 -14.3 . 3462
R . in th 1 istrict and _ May 2006 10.047_10.220 10.000  -12.8 1517
Bcf/day of Friday’s shut-ins were in the easternmost New Orleans District an Jun 2006 10074 10040 10110 o6 276
much of that was presumably left over from Katrina. Jul 2008 10.117 10.280 10.170  -12.6 190
At the state level, the Louisiana Dept. of Natural Resources on Friday said Aug 228(())6 10-12: 10-2?; 10-228 *134 12;
. : . Sep 2006 10.144 10.235 10.180 _ -12.2
830 of the 2,641 onshore and shallow-water gas and 01.1 wells in an eight- Oct 2006 10176 10.270 10240 122 o
parish region centered on New Orleans shut in by Katrina had returned to Nov 2006 10.606 10.700 10.700  -11.7 220
production. The agency said 1,661 wells, or 62.9%, remained shut in, while the Dec 2006 11.021 11.120 11120 117 157
status of 150 wells, or 5.7%, had not been reported by their operators. é:‘; igg; - ﬁ;gi ﬁ'zgg ﬂggg 147 35
" ExxonMobil Friday said that it had shut in about 1.1 Bcf/day of gas output “Mar 2007 11046 11.160 11.060
in the Gulf, with 800,000 Mcf/day of that attributable to Rita and the rest Apr 2007 _9.166  9.230  9.230
composed of production yet to be restored after being knocked off-stream by . May2007 8866 8950 8920
Katri Jun 2007 8.914 9.000 _ 8.970
atrina. N ) ) Jul 2007 8959 9.050  9.020
The Jefferson Island Storage & Hub facility was shut in at 9 a.m. CDT Friday ~ ~agg 2007 9.004 9100 9085
due to a mandatory evacuation of the area near Henry Hub in Louisiana, said Sep 2007 8.987 9.080 9050 42
Nick Gold, a spokesman for parent company AGL Resources. The facility was - 32:/22%%77 - g'gg‘; Z'égg g‘:ig
closed and personnel evacuated until the storm passes, he said. Jefferson Island Dec 2007 "'9.850  9.970 9.970
consists of two salt-dome storage caverns with a total working capacity of 7.3 Jan 2008 10,175 10.290 10.290
million Dt Feb 2008 10.130 10.250 10.250
- A . - . Mar 2008 ..9.880 10.000 9.872
The company will be managing nominations and the commercial aspect of Apr 2008 8.300 8420 B.420
the hub from temporary operations near Dallas, according to a posting on the May 2008 8.055 _8.180_ 8.180 0.
firm's Web site. Toward the end of the week, several AGL Resources employees ju?22000088 g-igg gg?g gg?g gg ig
s < Ut . . . .
and their computer eqmpmen‘t fron} ﬁouston were evacuated to a hotel near ~Aug 2008 8185 10.000 9872 05 10
Dallas, where they were ensuring critical operations. Sep 2008 8.175 8.300  8.300 0.2 10

Williams' Transcontinental Gas Pipe Line Friday said supply cuts increased
to 1.5 Bcf/day because of producer shut-ins ahead of Rita, most of them in
southeastern Louisiana.

Southern Union's Trunkline Gas, which can move up to 1.5 Bcf/day, on
Friday limited nominations through the Kountz segment in Texas to 260,000
Mcf/day because compression at the Kountz Compressor Station would not be
available because of the hurricane.

Kinder Morgan's Natural Gas Pipeline Co. of America Friday said it was

Contract data for Thursday

Volume of contracts traded: 75,074
Front-months open interest:

OCT: 56,000 ; NOV: 79,600 ; DEC: 42.408
Total open interest: 564,866

S : 16.00 -
experiencing both market and supply losses on its system due to the storm. { ——Henry Hub cash price
ipeline advised customers that their deals across the system must stay in
The pipeline y y 15.00 }f - NYMEX front month close
balance. 2 '
Natural remained under force majeure as Compressor Station 342 in € 400 .
e mmmimn Nnalabe T el min Chmblcm FAT Ten ¥ ilimabos € mmambire T =
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remained shut in due to mandatory personnel evacuations. While Compressor
}tation 302 in Montgomery County, Texas, and Compressor Station 346 in
Vermilion Parish, La., remained operational Friday, they could be affected by
future evacuation orders.

Columbia Gulf Transmission also said it was experiencing a “significant loss
of supply” due to Rita and, as a result, all gas sellers including pool operators
were instructed to make corresponding reductions in deliveries to match
supply losses.

Duke Energy Gas Transmission’s 5.7 Bcf/day Texas Eastern Transmission
system could sustain overtakes at delivery points or under-deliveries by receipt
points due to forced evacuations of compressor station sites ahead of Rita.
Texas Eastern also was requiring that shippers and point operators manage
their physical flows to avoid delivery point imbalances. If imbalances affect
system reliability, Texas Eastern said it could issue a delivery point operational
flow order or schedule receipt points to match physical flows if necessary to
protect system integrity.

The Mississippi Canyon Gas Pipeline corridor remained shut-in due to
ongoing outages at Dynegy’s Venice gas processing plant.

Public Service Co. of New Mexico warned that it may have to curtail gas
sales to large customers because of Rita, the company said Friday, as PNM
facility at Mont Belvieu, Texas, sits in Rita's projected path. The plant removes
natural gas liquids, such as butane and propane, from gas shipped to it on a
dedicated pipeline from producers in New Mexico.

“We are confident we will have no impact on our natural gas supply
through Friday,” said Tommy Sanders, PNM director of natural gas supply.
“After landfall of the hurricane, conditions on the system could change. We
will be monitoring and updating our customers once we know the impact from
the damage.”

In the meantime, PNM was injecting gas into storage facilities and securing
alternate supplies. SGS/VJ/RAW

Pombo drafts measure opening
ANWR to gas, oil development

The chairman of the House Resources Committee has
drafted a plan to authorize gas and oil driiling in Alaska's
Arctic National Wildlife Refuge and on areas of the OQuter
Continental Shelf now off-limits to energy development.

The measure sponsored by Rep. Richard Pombo, R-
Calif., also would close 15 national parks and sell them
for “energy or commercial development.”

The draft was prepared as part of a budget
reconciliation bill the House may consider this fall and
was leaked last week to the National Parks Conservation
Assn., which criticized the proposed sale of parks.

Congressional Republicans have targeted the budget
reconciliation bill as an appropriate measure for
authorizing ANWR development because it is normally
easier to pass than other legislation—particularly in the
Senate, where opposition to ANWR drilling is formidable.
Using the budget measure to open more of the OCS has
come up increasingly since Hurricane Katrina knocked
offline much of the gas and oil production in the Gulf of
Mexico.

The Sierra Club accused Pombo and other
Republicans of using Katrina-related damage as an
excuse for opening pristine areas to drilling. “Even after
the damage wreaked by Katrina on offshore oil and gas
infrastructure in the Gulf showed how dangerous our
dependence on oil is and how vulnerable offshore drilling
infrastructure is, some in Congress are, incredibly,
proposing increasing drilling off America's coasts,” the
group said Friday. “Congress should not use the budget
process to allow drilling in one of our nation's last great
wilderness areas and on our sensitive coastlines.” BL
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Working Gas in Underground Storage
Data Released September 22, 2005 at 10:30 A.M,,
For the Week Ending September 16, 2005

region g Slecke (e for SRS (B or Inplethet Yo Ay
2005 (Bcf) (Bcf)
East 1,651 1,601 50 1,697
West 398 390 8 382
Producing 783 767 16 854
Total Lower 48 2,832 2,758 74 2,932
5-Year Difference from
Region {2000-2804) Average 5-Year Average
Stocks (Bcl) {Percent)
East 1,623 1.7
West 357 11.5
Producing 759 3.2
Total Lower 48 2,740 3.4

Notes and Definitions

Note: This report tracks U.S. natural gas inventories held in underground storage
facilities. The weekly stocks generally are the volumes of working gas as of the report
date. Changes in reported stock levels reflect all events affecting working gas in

storage, including injections, withdrawals, and reclassifications between base and
working gas.

Note: The weekly storage estimates are based on a survey sample that does not includ¢
all companies that operate underground storage facilities. The sample was selected
from the list of storage operators to achieve a target standard error of the estimate of
working gas in storage which was no greater than 5 percent for each region. Based on
a comparison of weekly estimates and monthly data from May 2002 through June 2005
estimated total working gas stocks have exhibited an average absolute error of 21
billion cubic feet, or 1.0 percent. For an expanded discussion of the relationship

between the current and prior estimates, please see Differences Between Monthly and
Weekly Working Gas in Storage.

Storage Highlights:

Working gas in storage was 2,832 Bcf as of Friday, September 16, 2005, according to EIA
estimates. This represents a net increase of 74 Bcf from the previous week. Stocks were 100 Bcf
less than last year at this time and 92 Bcf above the 5-year average of 2,740 Bcf. In the East

http://tonto.eia.doe.gov/oog/info/ngs/ngs.html 9/22/2005



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 20-Sep-05| 7-Sep-05 | 26-Sep-05

Oct | $4.20 $5.72 $9.560 | $11.863 | $12.440
Nov | $4.79 $7.63 $8.060 | $10.968 | $13.137
Dec | $5.06 $7.98 $8.300 | $11.562 | $13.637
Jan | $5.98 $6.21 $8.200 | $10.617 | $13.932
Feb | $5.20 $6.29 $8.110 |  $9.901 | $13.789
Mar | $5.59 $6.30 $8.050 |  $9.430 | $13.409
Apr | $5.34 $7.32 $7.940 [ $7.928 | $10.809
May | $5.19 $6.75 $7.990 [ $7.679 | $10.319
Jun | $5.18 $6.12 $8.050 | $6.793 | $10.346
Jul | $4.97 $6.98 $7.350 |  $6.943 | $10.389
Aug | $4.91 $7.65 $7.010 | $7.197 | $10.436
Sep | $5.29 | $10.85 $6.560 |  $7.291| $10.416
12 Month Avg $5.14 $7.15 $7.932 $9.014  $11.922
Summer Average $7.780 $7.956  $10.736
Winter Average $8.144  $10496  $13.581
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Monthly Briefing

CERA ADVISORY SERVICE

North American Natural Gas

A BAND OF UNCERTAINTY

NORTH AMERICAN GAS PRICES WILL REMAIN AT RECORD LEVELS FOR THE FALL AND

WINTER
The North American gas market is struggling to find equilibrium as production
DATE losses and long-term damage is assessed and repaired in the aftermath of Hurricane
September 19, 2005 Katrina. The market was aiready balanced precariously on top of a wall of worry

as hurricane fears drove the futures market higher, above-normal summer power
demand limited storage injections, and surging world oil markets allowed little
relief in the form of fuel switching. The market now finds itself in uncharted
territory as supply shut-ins, through September 15, were still over 3 billion cubic
feet (Bcf) per day in the Gulf region from damage to onshore wells, producing
platforms, pipelines, and most importantly onshore gas processing facilities.
The result has been a surge in prices as market forces ration remaining supply
among storage injections, industrial consumption, and September power demand.
The majority of the shut-in supply in the Gulf of Mexico has now returned to
service. However, higher prices and volatility will continue for the foreseeable
future as the market transitions from angst over lost production to anxiety over
winter supply availability.

Hurricane Katrina will have a lasting impact on the North American gas market.
It could hardly have come at a more challenging moment, with US gas production
in decline, lower (though still above-average) storage balances than a year ago,
higher summer gas demand for power, and the potential for large sources of new
liquefied natural gas (LNG) supply more than two years away. The immediate
concerns are whether enough supply will be available to meet winter demand
and what the impact on natural gas prices will be.

CERA has prepared an analysis based upon three potential supply loss cases.
This analysis has demonstrated that the market will achieve balance at high
price levels, and that as prices ration supply sufficient gas should be available
this winter. However, more than one note of caution is in order, as the potential

Note: All prices are in US dollars unless otherwise indicated.

This report was prepared by (ambridge Energy Research Assodiates, Inc.(CERA]L and is not to be redistributed or reused in any manner, with the exception of clientintermal distribution as follows: (ERA strives to be supportive of clientinternal
distribution of CERA content but requires that CERA content and information, induding but not limited to graphs, charts, tables, figures, and data, are not to be disseninated outside of a dient organization to any third party,indluding a dlient’s
customers, financial institutions, consultants, or the public Content distributed within the dient organization must dispfay CERA's legal notices and attributions of authorship. Some information supplied by CERA may be abtained from sources
that CERA believes to be reliable but are in no way warranted by CERA as to accuracy or completeness. Absent a spedific agreement to the contrary, (ERA has no obfigation to update any content or information provided to a dient
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Commentary

Weakening to almost 50 cents lower early in the session, October actually
rallied back to over unchanged at the end of the session on average
volume overall. The strength of the winter contracts was much more than
October and perhaps this was because the damage to production from
Katrina has still not been assessed, let alone damage from Rita. There just
does not seem to be any solid reason to recommend selling winter months
at this time.

Scott Allen
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.- Natural Gas, Gas Liquids and Daily Market
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649

Mouday, Septemher 26, 2005 Email: James.W.Duncan@conocophillips.com

Hurricane Rita Fears Subside And October Slides Over 40¢

Today: Bearish October Natural Gas Closed Down 46.6¢ 30-Day: Bullish

Bottom Line - The traumatic and tumultuous end of Hurricane Rita did not happen as was once
feared. Prices across the energy complex should decline until the next shock...whatever it is...

Yesterday’s Market

- As Hurricane Rita slid off to the east on Friday, prices fell off hard mainly due to easing fears that the storm
would further damage an already “limping” energy infrastructure. Eventually the October contract dipped
46.6¢ to settle at $12.324. The front month contract only managed to track as high as $12.70 following a soft
opening; from there it dropped as low as $12.22, partially led by the softening petroleum complex, which also
breathed its own sigh of relief. The front month crude oil contract returned over two dollars as market players'

$12.700 fear were somewhat alleviated with Rita apparently avoiding the refineries near Houston. NYMEX November
crude oil dropped by $2.31 to close at $64.19.

What To Do And Look For Today

« There are reports this morning that there’s no serious damage to the energy complex along the Gulf Coast.
That fact alone should pressure futures prices today. If electricity comes back quickly so that those refineries
can actually start up, there should only be a minimal upward impact to prices from current levels in the
coming days. In fact if this best case scenario happens, hopefully, prices should retrench further and likely

$12.324 move down to pre-Rita levels.

« Remember that we’re not out of the woods, yet. Hurricane season doesn’t officially end until the end of
November, and two years ago we had TWO named tropical storms in December. The market remains skittish,

$12.200 as you know. My new “worst case scenario” is another named storm anywhere inside the Gulf of Mexico

production area. Today, however, look for selling.

(1-Day Indlcalor)

12.660

Access Trading 9/26/2005 8:29 AM Natural Gas $11.885 {43.9¢)
WTI Crude $63.640 ($0.55) [IPE Brent $62.170 {$0.22)

10 Day Temperature OQutlook...
; iy

4 ; ’-

Today’s High Temperatures... Tonight’s Low Temperatures.
: -

N F B \{ /4"

Weather Briefs — Warm In The Southeast The Next Few Days —

Remnants Of Hurricane Rita Bring Rain To Northeast And Cool
Region Off — West Starts To See Wet Weather

I'm Ioing .b build of 71 Bcf ts week...

For the week ending September 23, my forecast calls for a
build of 71 Bcf, which incorporates production and demand
losses from Katrina, as well as Rita. This week’s build should
be on par with last year's build of 69 Bcf, the three year i -

average build of 73 Bcf and the five year average build of 72 Summer-ike warmth and humidity will continue across much of the
Bef. The current inventory level is 2.832 Tcf, and we are 110 southeast early this week as a strong subtropical ridge remains the

. primary weather influence. Look for maxes to reach well into the 80s each
Bef behind last year, and 48 Bcf above the five year average. day across the region, with a few 90? readings possible. These
temperatures support anomalies as warm as 82-152 above normal on the
warmest days.

ConocoPhillips Co. Page 1 9/26/2005
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prices rose by about 48 cents per gallon (34 percent) in the first half of 2005 over the same
period in 2004, reflecting not only high crude oil prices, but also strong demand in the
international market for distillate fuels. EIA projects that average heating oil prices will be
about 31 percent higher this winter compared to the 2004-2005 winter under the Medium
Recovery case. Under the Fast Recovery case, heating oil prices would be nearly 29 percent
higher than last winter. However, under the Slow Recovery case, heating oil prices would

be about 33 percent higher. Weather conditions also play an important role in heating oil
prices and expenditures.

In the Medium Recovery case, total petroleum demand erowth in the U.S. in 2005 is
projected to average 100,000 barrels per day, or 0.5 percent. This growth is 60,000 barrels
per day less than that projected in the previous Outlook, largely due to sharply higher prices.
Average demand for the first half of 2005 was at about the same level as during the first half
of 2004: rapidly rising prices constrained motor gasoline demand growth, weather factors
depressed heating oil demand, and relative price factors lowered residual fuel oil and propane
demand. Despite hurricane-related disruptions, fourth quarter demand is projected to
increase by about 330,000 barrels per day, or 1.6 percent. A faster recovery would boost

fourth-quarter demand by 15,000 barrels per day; a slower recovery would reduce demand
growth by a similar amount.

Oil demand growth in 2006 is expected to average 330,000 barrels per day, or 1.6 percent.
But 2006 average demand, at 21.16 million barrels per day, is 100,000 barrels per day (0.5

percent) less than that projected in the previous Qutlook as a result of the substantial upward
shift in energy price paths.

Natural Gas (Figures 7 to 8)

The Henry Hub natural gas spot price is expected to average $8.82 per thousand cubic feet
(mcf) in 2005 and $8.42 per mcf in 2006 in the Medium Recovery case. Depending on the
speed of recovery from the supply losses in the Gulf of Mexico due to Katrina, the average
price across the recovery cases for the fourth quarter of 2005 ranges from $11 to $13 per mcf.
On an annual basis, the range is around $8.75 per mcf to $9.14 per mef in 2005. In August,
the Henry Hub natural gas spot price averaged over $9 per mcf, as hot weather in the East
and Southwest increased natural gas-fired electricity generation for cooling demand and
crude oil prices increased. The natural gas market is likely to stay tight over the next couple
of months, particularly in light of the supply impacts from Katrina. Spot prices are expected
to ease going into 2006 as the effects of Katrina fade. However, prices at the Henry Hub are
likely to remain above $10 per mcf until peak winter demand is over. —

Depending on the region of the country, increases for 2005 natural gas spot prices are
expected to range between 37 and 50 percent above the 2004 averages under the Medium
Recovery case. Citygate prices (prices that natural gas utilities pay at the point where they
take delivery) and end-use prices (prices charged by utilities for natural gas delivered to end-
use customers, including distribution or other charges not included in the utilities’ natural gas
costs) are expected to exhibit double-digit percent increases for the second year in a row in
most regions. For the upcoming winter, pressure on delivered natural gas prices may be

sharpest in regions where heating demands are likely to increase the most, such as in the
central portion of the United States.

Energy Information Administration/Short-Term Energy Outlook - September 2005
5
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Working gas in storage was estimated at 2,633 billion cubic feet (bcf) as of August 26, a
level 1.9 percent lower than 1 year ago but still 5.2 percent above the 5-year average.
Natural gas demand is projected to fall slightly by 0.7 percent in 2005, but recover by 2.4
percent in 2006 due to an assumed return to normal weather and continued strength in
consumption for electric power production. Natural gas storage remains above the 5-year
average, but Katrina is likely to reduce the peak storage achievable over the remainder of the
injection season from what was expected previously. As it is, end-August storage was about
120 bef below last month’s projection. Expected storage at the end of October is expected to
be about 270 bef below the year-ago level and about 50 bef below the 5-year average.

Domestic natural gas production in 2005 is expected to drop by 1.5 percent due mainly to the
major disruptions to infrastructure in the Gulf of Mexico from both Ivan and Katrina.
Preliminary EIA data through June yield an apparent decrease in output of 1.5 percent for the
first half of 2005 compared to the same period in 2004, as recovery from the disruption
caused by Hurricane Ivan in 2004 was not yet complete. Meanwhile, imports of liquefied
natural gas (LNG) into the United States appear to have exhibited minimal year-over-year
increases (on average) through the first half of 2005. Currently, total LNG imports for 2005
are expected to be approximately 710 bcf compared to 650 bef in 2004,

Electricity and Coal Qutlook (Figures 9 to 11)

Electricity demand is expected to increase by 2.5 percent in 2005 and 1.9 percent in 2006 due
largely to weather conditions as well as continuing economic growth. Very hot weather
conditions generated a large increase in demand in the third quarter of 2005. Thus, third and
fourth quarter 2005 year-over-year electricity demand growth rates are expected to be
particularly strong, as cooling and heating demands are likely to be higher than in the mild
third and fourth quarters of 2004. Seven out of the ten regions are expected to show
substantial increases in residential demand for electricity in 2005 compared with 2004.
Hydroelectric power availability, which fell somewhat in 2004, is expected to increase by 3
percent in 2005 nationally, and by 10 percent in 2006.

The Department of Energy’s Office of Energy Assurance reports that, as of September 6, less
than | million customers remain without electric power due to Hurricane Katrina in
Alabama, Louisiana, and Mississippi. This is down from a peak of 2.7 million.
Inaccessibility, as well as extensive damage from flooding and saltwater, continues to be a
major issue impacting electricity restoration.

Coal demand in the electric power sector is expected to increase by 3.1 percent in 2005 and
0.4 percent in 2006. Power sector demand for coal continues to increase, as oil and natural

gas prices continue to rise. U.S. coal production is expected to grow by 1.9 percent in 2005
and by an additional 2.0 percent in 2006.

Energy Expenditures: Summer Recap/Winter Preview (Figure 12)

Dramatic increases in domestic energy costs, assisted by everything from tight world oil
markets, to blistering summer heat, to the ravages of Hurricane Katrina, have made for an
exasperating summer for many consumers and have set the stage for a potentially expensive
winter heating season beginning a month or two from now. Taking into account current data

Energy Information Administration/Short-Term Energy Outlook - September 2005
6
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Gas Commerciat Operations
Hedging Program
Market Indicators Summary
October 17, 2005

Weather Price Comments
Pressure
NWS: Warmer than normal winter
Wi
tong Term Weather Forecast ¢ WSH: Mild November & December Simitar to 2003
Mid Term Weather (30-60 days) T Eadhsat: Colder than normal November in Eastern half of country.
6-10 day forecast ‘ Above ave_rage temperature through October 23rd  No early start
to the healing season
o . . . .
Tropical Storm Activity f 56% of Guif production stili shut in. No current tropical storm

activity

Storage laventory

Storage injections for the week ending October 7th were 58 BCF,
EIA Weekly Storage Report * which was above industry expeclations, especially after Rita
Storage levels are 5% fower than last year at 3.0 TCF.

industry Publications

Cambridge Energy Research Associates Headline: "North American Gas Prices Will Remain at Record
Winter 05-06: $8.14 ? Levels for the Fall and Winter" (Not updated since 9/20, prior to
Summer 2006: $7.35 Hurricane Rita )
Paribas <— {"“The range of 12 80 - 13 60 seems likely to hold .."

5 . "That could mean more reasonable prices in the near term . or at
Conaco Morning Briefing ‘

least until cold air shows up.”

Government Agencies

Energy Information Administration “The natural gas market is likely lo stay tight over the next couple
Winter 05-06: $10.92 T of months. particularly in light of the supply impacts from Katrina
Summer 2006. $7.76 and Rita "

Technical Analysis

. Katrina Gap: 10.88 - 11.27. Rila Gap of 12.52 - 13.11 was partially
Winter 2005-06 Strip Chant ¥ lfited on 9727, Now 12.52 - 12.69.

Down 2 and remains high compared to last 5 years. According to
Rig Count <« FERC Staff Report (10/12), supply down 1% over the last 2 years
although rig count up 30%

Economy

‘ CMA&T industrial Demand Study: Implied level of demand
Demand .
destruction = 2.1 bef/day

T Domestic natural gas production in 2005 is expected to drop by 3
Supply percent due mainly to the major disruptions to infrastructure...from
both Katrina and Rita.

Oil Market T Qil infrastructure in the Gulf took the same hits from Katrina and
i Warke Rita as the natural gas industry

Meeting Minutes: 10th Floor North Conference Room - 9:00 am
Attendees: Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Mike Brumback. Kathy Knecht
On Monday morning, after the market information was distributed to the meeting attendees. a new tropical storm (Wilma)
formed in the Carribean  {tis currently forecasted to move into the Gulf and strengthen to a hurricane. Although prices

immediately reacted. they could go up even higher if yet another hurricane causes damage to natural gas infrastructure off
the coast of Louisiana

Based on the hedging plan, long term fixed prices need to be in place prior to October 31. In the interest of getting these in

prior to additional price increases that could result from Wilma, three suppliers mwill be
contacted on Tuesday at 11:00 a.m. to quote prices for 1 and 2 year fixed prices beginning April 1, 2006 dth/day for

CGaE and.dth/day for ULH&P for each term will be locked in with the lowest bidder

In addition. the firm supply agreement with Tennaska calls for 10,000 dth/day from December - March to be locked in with al

fixed price by October 31st for CG&E. ULH&P's contract with~s for delivery on Tennessee 500 Leg, which will
most likely not be operational this winter, Therefore, ULH&P will fock in an additional fixed price with“l Columbia
Onshore for similar volumes.

Page 110 of 237
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DEA LEGAL BULLETS
Commercial Operations
May 12, 2006

Commercial Operations

A. Asset-related Transactions

1.

Bridgeport Energy - 1A amendment (GS) -- 1A amendment has been executed.
Ul filed 1A amendment with FERC on April 28. We notified counsel for LS
Power that intervention will be due on or around May 19. RMR proceeding -
Given closing of LS Power deal, providing transition services upon request for
the following: (i) Settlement discussions at FERC regarding cost-of-service
issues are continuing. In connection with cost-of-service settlement
discussions, Bridgeport is still working on responding to data responses.
Settlement conference at FERC will be deferred until early June while parties
continue to provide and review data; and (ii) Partial settlement agreement that
settles all issues other than cost-of-service was filed with FERC on April 19.
Parties to settlement and parties to proceeding now have the opportunity to
file comments on the settlement agreement. Comments are likely due by May
9 (20 days after the settlement was filed).

Midwest LLCs transfer (GS) — EWG filings - COMPLETED; MBR
cancellation and notice of succession filings — All filings have been made and
are pending at FERC. Other open action items noted on checklist (i) Will be
working with credit to determine if some of the Duke Capital guarantees that
were provided under an LLC agreement can be eliminated — once John Gatto
has had a chance to review the guaranties and underlying agreements, he and |
will touch base on next steps; and (ii) Interlocking officer resignations —
described below.

. Decertification of DEVI control area by June 1 — In progress. (GS)

Todhunter Propane Cavern Sale — Working through issues related t first leg of
transaction — ORVP transfer to CG&E. Expected closing May 31, 2006.
Working TEPPCO Storage and Service Agreement edits from TEPPCO draft
— distributed internally for review. Awaiting TEPPCO’s turn on asset

purchase agreement. (MJP)

B. CAM PORT OPS

#183959

1.

Assignment of DEMA/DETM confirms — Working with Michael and Kim on
the project. Skadden’s view is that we probably need to obtain 203



10.

authorization prior to assigning or novating these confirms. Need to review
draft of 203 application that Skadden sent earlier this week. (GS)

Credit approval received, novation packages sent to counterparties. Good
work Kim Twele! (MJP)

Back-Up Supply Issue — Working on CG&E supplying back-up supply to
ULH&P in progress. (GS)

CG&E/Brookfield Energy Marketing Inc. EEI Amendment — Execution,
internal systems, Contract Administration and notification procedures
completed. (KDT)

Prepare FERC Form 203 Exhibit A — Summarizing transactions to be
novated; contact eleven counterparties re initiation of novation process;
transmittal letters, novation agreements and confirmations prepared and
forwarded to counterparties. (KDT)

DP&L Cross RTO Guidelines and Protocols. — DE Ohio-DP&L Cross RTO
doccuments fully executed. DE Kentucky-DP&L documents executed by
DE Kentucky, will send to DP&L today for execution. (MJP)

Emergency Service Agreements — Continue to try to press counterparties on
Emergency Service Agreements. Communications resumed with NIPSCO,
IP&L, AEP, LG&E. Working with Skadden on 205 filing for affiliate
agreements. Have determined that in-person meeting with D. Hill of
Skadden is necessary to explain ins and outs of reserve-sharing, reserve
sharing group, Reliability First, etc. Meeting tentatively scheduled for May
22. (MJP)

Williamson Coal — This heavily-negotiated coal purchase transaction has
been executed. (MJP)

Gas Transaction — Continue to review NAESB’s and Gas Transmission
agreements related to DENA assets. Getting concerned about meeting
clients’ target date of June 1. Meeting scheduled with clients on May 12 to
review status, work contingency plan. (MJP)

Penncara — Meeting with clients to discuss Duke’s position has been
rescheduled to next week. I expect our failure to provide our position to
Penncara will cause them to resume litigation route. (MJP)

American Coal Powhatan Mine Dispute — Clients have failed to resolve
this dispute over American Coal’s failure to deliver, and have asked that we
explore litigation. Looping A. Johnson into this over the next few weeks.
(MJP)



11.

1.

Lime — DE Ohio Lime purchase agreement with Carmeuse has been
finalized. Coordinating this with DE Kentucky agreement, as this is
essentially splitting an old CG&E agreement for lime deliveries for Zimmer
and East Bend between DE Ohio and DE Kentucky. Expect to have DE
Kentucky side completed in near future. (MJP)

. CG&E Generation

Argillon — Have received Argillon’s documents supporting their assertions
regarding unearned discounts. Have scheduled meeting with clients to
review and develop our position. (MJP)

. DEGS

1.

Complete and route subsidiary entity creation form for internal approval for
Duke Energy Industrial Sales, LLC; (KDT)

Research KGen Operation and Maintenance Agreements with respect to
timing of increase to Monthly Management Fee; (KDT)

Research St. Paul Cogeneration, LLC agreements for Operator
default/quality standards; (KDT)

Work with Beth Fritsch on transition matters; (KDT)

Draft Action by Written Consent of Board of Managers of Trigen-Cinergy
Solutions of Orlando LLC due to amendment to Project Termination
Agreement; responsive amendment draft from SUEZ Energy Generation
NA, Inc. under internal review; (KDT)

Exxon Mobile Coal Sales — Reviewed edits to this coal purchase agreement.
Primary issue is Exxon’s desire to rely heavily on UCC rather than our
standard assurance/event of default/termination language. Awaiting
counterparty reply. (MJP)

Norfolk Southern — NS has resumed its eradic deliver of cars for DEGS’
Narrows operation. However, transportation agreement we have with them
is very one-sided. Have sent letter to NS explaining problems, claiming
force majeure to avoid penalty for not meeting minimum shipping
requirement. (MJP)



8. Section 45 projects — Have been asked by A. Sears to replicate the
International Paper docs for Newpage, just to keep Newpage moving along
to some extent. Will work on these over next couple of days. (MJP)

E. Miscellaneous

1.  PUHCA 2005 holding company filing — Will need to work with Jeff Trepel,
Skadden, others on holding company filing for new company. Filing not
due until later of 30 days after merger or 14 days after FERC issues
rehearing order on PUHCA 2005 rulemaking. Final PUHCA 2005 order on
rehearing was issued earlier this week. Jeff to check on whether Mary
Margaret is continuing work on this filing. Haven’t heard anything yet
despite repeated requests to Jeff for an update. (GS)

2.  QF/FUCO/EWG project — Have finalized list of DEI companies that would
require FUCO/EWG self-certification filings. Working with Skadden to
seek rehearing on FERC’s state certification requirements for EWGs and
FUCOs. Waiting for draft of rehearing request. (GS)

3. EQRs (GS) - Working with Danny Milford to file EQRs for all DENA plant
LLCs and DEMA and DETM for Q1 2006. EQRs due by May 1, 2006
(since April 30 is a Sunday). All EQRs were timely filed. Will also need to
work with Danny to prepare EQR filings for Q2 2006 for all DENA plant
LLCs up until date that a particular LLC either merges into CG&E or is sold
to LS Power so that someone at CG&E can file them after Danny leaves
company in May. Will need to coordinate with CG&E EQR team.

4.  Interlocking resignation filings — With respect to filings required for officers
resigning due to (1) the DENA Midwest LLCs merging into CG&E, (i1) LS
Power deal closing, or (iii) retirement or severance, as of May 11, all filings
but two have been made. All filings regarding resignations from DENA
Midwest LLCs were filed by May 8. Only two filings left for LS Power
company resignations, the deadline for which is June 4. (GS)

5. Standard of conduct issues (GS) — Working with Michael and Diego on
generation/plant personnel being shard by reg and non-reg. Diego sent out
email summarizing where we ended up on this. Will discuss with Diego and
Jeff Trepel request by Regulated Portfolio Optimization to have DEA
personnel develop Commercial Business Model for Regulated Portfolio
Optimization. Call was held. Waiting to hear back from Jared Lawrence
from Port Ops on what they want to do next. Standards of conduct
“training” at Curtis Davis expanded staff meeting scheduled for May 9 -
COMPLETED.



Section 204 issue — Have call into Mike Naeve to authorize him to discuss
issued with FERC staff. (GS)

Working with J. Williams in Houston Credit on NRG Texas collaterl] trust
issues, expecting to amend the CG&E EEI to address new NRG collateral
trust — conference call with counterparty scheduled for the May 12.
Alternative approach might be to put C&T EEI in place, novate CG&E
trades to CM&T. (MJP)

Continue to work officer appointment lists for the former Cinergy DEA
companies. Awaiting DEGS officer list from S. Harkness. Meeting with
Houston paralegals, D. Gomez, Cincinnati Corporate Secretarial to ensure
coordinated effort. Will require a few more passes to finalize list. (MJP)
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedgedto Date  Next Target (10/31/05)
Base Supply Total Required Allowed

Dth/day Dth/mo Dth/day Dth/mo dth/day dth/day




0/12 10:15a CDT U.S. Forecasts Warmer Than Normal Winter
1.S. Forecasts Warmer Than Normal Winter

WASHINGTON (AP} _ Government forecasters on Wednesday predicted
t warmer than normal winter, offering hope to much of the Midwest
D7 West as concern grows about the rising costs of heating during

-weather.

The National Weather Service said there is a 60 percent chance
»f warmer than normal weather in the Dakotas, Nebraska, Iowa,
l{ansas, Missouri, Oklahoma, north Texas, northern New Mexico and
sjouthern and eastern Colorado.

States adjoining that area, plus Washington, Oregon, Alaska and
lawaili also have a chance of being warmer than usual.

Other regions could be warmer or cooler than usual but no area
1as singled out to be especially cold.

" "Even though the average temperature over the three-month
iinter season is forecast to be above normal in much of the
rountry, there will still be bouts of winter weather with cold
.emperatures and frozen precipitation,'' said NOAA Administrator
‘onrad C. Lautenbacher, Jr.

The rain and snowfall outlook calls for wetter-than-normal
ronditions across most of Arkansas, Louisiana, Oklahoma, and
iortheastern Texas. Drier-than-normal conditions are expected
icross the Southwest from Arizona to New Mexico.

The forecasters noted that for the sixth year in a row, drought
"emains a concern for parts of the Northwest and northern Rockies.
let or dry conditions during the winter typically have a
significant impact on drought conditions.

One factor in this winter's weather is the North Atlantic
)scillation, which can shift the jet stream that helps drive the
1wvement of winter storms, the forecasters said.

n one phase, the jet stream shifts to the north of its usual
)...tion and the winter weather features relatively warm days over
wch of the contiguous U.S. In contrast, during the negative phase
‘he jet stream shifts to the south, bringing in Nor'easters and
wre frequent cold air outbreaks and snowstorms, especially along
-he East Coast.

The phase of the oscillation is difficult to anticipate more
:han one to two weeks in advance.

Cn the Net:
NOAA: http://www.noaa.gov
National Weather Service: http://www.nws.noaa.gov

‘PROFILE

.COUNTRY:United States; ISOCOUNTRY3:USA; UNTOP:021; APGROUP:NorthAmerica;)

<END>
06000272}
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These events, when they occur, typically result in extended periods (4-6 weeks) of very
strong negative AO/NAO and widespread below-normal temperatures in the US. While
these events are not predictable on monthly or seasonal time scales, they can be detected
a couple of weeks ahead of time by examining daily stratospheric data. When these
events occur, the seasonal signal is generally useless for a month or so.

The only change in this forecast update has been to the October forecast, with
significantly warmer temperatures now expected in the Plains and slightly cooler
temperatures expected along the Eastern seaboard. There are no changes to the
November or December forecasts, and our seasonal signals still indicate a relatively
mild two months. For you analog fans, a similar transition in Pacific SSTs occurred
“in late summer 2003. The strong negative QBO we are currently experiencing is
also similar to late summer 2003. While we don’t expect an exact duplicate of fall

2003, our objective model output does suggest a rather strong similarity, especially
in October and November.

We will be following changes in Pacific SSTs during the next 4-6 weeks do
determine whether the recent trend towards a cooler PDO will persist. These SST

changes will play an important role in the second half of the eagerly anticipated
heating season of 2005-2006.

WSI forecast for the October-December (left) and the November-January (right) periods
Please click on the “model graphics™ link under the discussion header in the Seasonal

section of our Web page for more details on the raw output from the various climate and
statistical models.

Final model weidhiing used in WSI temperature forecast
&y &y A
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT Wednesday A 10/12/05

DATE ML= Tivie BLLSI FORECASTER

OCTOBER 2005

Updated:
Oct 12, 2005

0~._| -2F
\‘L\ . B

\

Cooler Northern Rockies
into Upper Midwest

Warmer Southwest

With respect to what October is verifying so far across the
N. Rackies, temps are cooler here for Oct. There are even
il some signs of the cooler anomalies flirting with the far
western fringes of the Midwest into the Tenn. Valley. The
forecast has been warmed across the Southwest, primarily
dealing with the warmer anomalies verifying here and the
ridge forecast in this region as well. The East Coast
‘should average around normal.

+2F
—|_ &
L A Vs
4
\ — -2F
+2F Il B
Updated: 0
Oct 12, 2005

Carolina's Cooler

Upper Midwast/Plains
Slightly Warme

The analog year study has changed November a bit. The
Carolina's could be cooler as indications of a deeper
trough evolve. The Upper Midwest into the Plains could
be warmer as some indices indicate more of a warmer
westerly flow. Most other regions seem to be on track
with mainly ridging in the West and seasonal anomalies
forecast across the southern tier of states.

October HDD Forecasts

forecast] 10-year|30-year|last year
Chicago 3425 | 379.1 | 401.0] 348.0
Philadelphia  204.0 | 251.9 | 269.0] 276.0
Houston 25.0 31.0 37.0 4.0

November HDD Forecasts
forecast}10-year}30-year|last year|

Chicago 790.0 | 748.1 | 759.0| 639.0
Philadelphia 599.0 | 539.4 | 545.0 | 513.5
Houston 205.0 | 164.2 | 189.0] 126.0

Maps above depict deviations of average temperatures from normal in Fahrenheit.

OCTOBER 2004

-] R \

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www earthsat.com/wx/energywx/index. html

(copyright 2005)
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l EarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version

WEARTHS AT]  Friday iyl 101412005 goyyi  6:30AM.  griyrel MRS greomrensim

FORECASTTEMP.DEVIATIONS

3 R ! N . a«"""'“m -
1 \ M ‘L "‘"M LT .
M \ f Pl
\\\\ A II X "f/; \\ ‘x_“ A N, ,/1;
Wby, ! ] ¢ \ A !
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. N %"‘“m,
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‘N‘.
O ]
0 A
DAY 6 N

FORECAST VALID: Wednesday, 10/19 CONFIDENCE: 5

DISCUSSION

Today's Forecast

Aboves Cover Most Areas Across Country
Above normal temperatures are found throughout most of
the country today, except for the Northern States, which
experience a trough moving eastward throughout the
period. The Southern Midwest and Southeast experience
much above normal heat early in the period before the
trough makes its way to the East Coast, while the Western
Plains are also much above in the trough's wake late in the
period. Unlike yesterday, belows are associated with this
trough in Southeastern Canada late in the period, creating
a strong temperature gradient in the Northeast.

FORECASTTEMP. DEVIATIONS

A \‘0\ \\.%,// "0 5
oy N .
N

FORECAST VALID: Saturday, 10/22 CONFIDENCE: 2

FORECAST VALID: Sunday, 10/23 CONFIDENCE: 2

MUCH ABOVE.. +8F OR UP NORMAL

ABOVE............. +3FTO +7F -2F TO +2F BELOW..........ccceeeee. -7ZF TO -3F

MUCH BELOW........ -8F OR DOWN

| Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html (copyright 2005)
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a 1 Today's shut-in gas production is 5.647 BCFPD. This shut-in gas production |s

The NewsRoom
Release: #3379
Date: October 14, 2005

Hurricane Katrina/Hurricane Rita
Evacuation and Production Shut-in Statistics Report
as of Friday, October 14, 2005

Next Report will be issued on Monday, October 17, 2005 at 1:00 PM CDT
For information concerning the storm click on www.mms.gov

This survey reflects 68 companies’ reports as of 11:30 a.m. Central Daylight

Time.

Districts Lake Lake Lafayette | Houma | New Total
Jackson | Charles Orleans

Platforms 30 85 43 11 63 232

Evacuated

Rigs 0 1 1 0 0 2

Evacuated

Qil, BOPD 26,731 47,725 138,570 89,036 706,847 1,008,909

Shut-in

Gas, 811.52 1.138.47 986.15 631.37 2,079.74 5,647.25

MMCF/D

Shut-in

“These statistics reflect evacuations and shut-in production from Hurricanes
Katrina (remaining) and Rita*

These evacuations are equivalent to 28.33% of 819 manned platforms and 1.49%
of 134 rigs currently operating in the Gulf of Mexico (GOM).

Today's shut-in oil production is 1,008,909 BOPD. This shut-in oif production is
equivalent to 67.26% of the daily oil production in the GOM, which is currently
approximg‘_t_e_ly 1.5 million BOPD.

equivalent to 56.47% of the daily gas production in the GOM, which is currently
e approximately 10 BCFPD.

e,

- o e i
— e i YR e A 1

The cumulative shut-in ol production for the period 8/26/05-10/14/05 is 57,642,292
bbls, which is equivalent to 10.528% of the yearly production of oil in the GOM
(approximately 547.5 million barrels).

The cumulative shut-in gas production 8/26/05-10/14/05 is 288.874 BCF, which is

equivalent to 7.914 % of the yearly production of gas in the GOM (approximately
3.65 TCF).

These cumulative numbers reflect updated production numbers from all previous re
The reports only represent input received by 11:30 a.m. CDT. Ifa company does r
report by 11:30 a.m. it is not included in the special information release, but it is inc

http://www.mms.gov/ooc/press/2005/press1 014 .htm

-,

10/14/2005



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 20-Sep-05] 12-Oct-05 | 14-Oct-05

Nov | $4.79 $7.63 $8.060 | $12.731| $13.219
Dec | 9$5.06 $7.98 $8.300 | $11.938 | $13.749
Jan | $5.98 $6.21 $8.200 | $10.689 | $14.204
Feb | $5.20 $6.29 $8.110 | $10.338 | $14.059
Mar | $5.59 $6.30 $8.050 | $8.913 | $13.639
Apr | $5.34 $7.32 $7.940 | $8.444| $10.839
May | $5.19 $6.75 $7.990 | $7.204| $10.434
Jun | $5.18 $6.12 $8.050 | $7.353 | $10.439
Jul | $4.97 $6.98 $7.350 |  $7.394 | $10.469
Aug | $4.91 $7.65 $7.010 | $7.747| $10.504
Sep | $5.29 | $10.85 $6.560 | $7.830 | $10.479
Oct | $5.92 | $13.91 $6.560 |  $8.288 | $10.509
12MonthAvg  $5.29 $7.83 $7.682  $9.080  $11.879
Summer Average $7.351 $7.764  $10.525
Winter Average $8.144  $10.922  $13.774

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

Nov Dec Jan

Feb Mar Apr

May Jun Jul

Aug Sep Oct
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BNP Paribas Natural Gas Market Watch

Page 119 of 237

14 yctloner

2005

Commentary

Although prices weakened early in the session, a late rally led to a much
higher settlement compared to the previous session. Worries over a
weather system forming in the Carribean may have sparked the rally, but
clearly the momentum to the upside demonstrates just how sensitive prices
are to rallies. The range of 12800-13600 seems likely to hold, however if a
breakout does occur it seems more likely that a break through of 12800 to

12500 will be seen.
Scott Allen

| Gas, Nafurdl NYMEX - UBINGOAX
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Althougti the information in this report has been obtained from sources:which BNP:Paiibas believes to be
reliable, we do not represent or wanant its'accuracy, and such mformat«on may'be; mcomplete ‘or.condensed.
Al estlmates and opm|ons mcluded i thls report constltute our jud ment=a ef the date of the report and may

make a; market in:the financial products mentnoned in this repoﬂ orin; denvatlve mstruments based thereon.
BNP Panbas shall not be responsuble for. the consequences of rehance upor.any oplmon or statement

selected rectplents only Thls repoﬁ may Tiotibe repmduced (in wh rin: part) to'any other-person without
the prior written:permission of BNPParibas: Copyright © 8NP Paribis: +(2005). All: nghts reserved.

2 | Commodity Futures
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Natural Gas, Gas Liquids and vany rMarkec

Conocgphmips Power Market Update Indicator

. Email: W.D illips.
Fri day, October 14, 2005 mail: James.W.Duncan@conocophillips.com

Jim Duncan, Market Analyst
(281) 293-1649

(1-Day Indicator)

Bearish Inventory Data Pressures November NatGas

$13.470

3.300

$13.103
$13.060

Today. Bearish November Natural Gas Closed Down 42.1¢ 30-Day: Bullish

Bottom Line - Supply concerns wane and warm/mild weather continues across the northeast quadrant of CONUS, which
translates into weaker demand and much lower prices

Yesterday's Market

* Yesterday, November natural gas descended to a low of $13.06, but could not generate enough momentum to take a stab below $13.00. The front
month contract closed the day at 13.103, 42.1¢ under Wednesday's setllement. Though the front month was already leaning lower following a soft
apening at $13.30, additiona! selling was sparked by yesterday's EIA storage report storage which came in at the upper end of expectations. The EIA
reported that 58 Bef of gas was injected into stocks fast week, bringing the total to 2,987 Bcf — 162 Bef under fast year at this time, but 34 Bcf above
the five-year average. Most peaple had come into the day generally expecting something near 53-55 Bef

What To Do And Look For Today

+ The only creational oplomechanistic derivation you can derive from yesterday’s storage number is that there’s rising oulput from other regions and
demand destruction, whether directly due to the storms or because of price, which is just what happened following Hurricane lvan last year. Last year
we fost a lot of production due o the storm and at that time it failed to translate into a storage surplus...or a short supply induced rally. That could
mean more reasonable prices in the near term...or at least until cold air shows up. In addition to supply concems from the recent storms, there are
continuing machinations and ruminations concerning the kind of winter Mother Nature may have in store. Currently most medium term forecasts see
warmer than normal conditions in the West and Midcontinent, however the Northeast - a major gas consuming region — remains a question mark.
After all, it does translate as a race against Mother Nature. Does more supply retum before the first big cold blast or not? According to the MMS
production in the Gulf received another boost as an additional 0.22 Bcfid came back online DoD. As of yesterday’s report, 5.67 Bcf/d of production
remains offline - a modest improvement - which brings the cumulative lost gas to 283.226 Bcf. MMS also said the cumulative oil production shut in
since Aug 26th ahead of Katrina is now 56,633,383 bbl, equivalent to 10.344% of yearly US Gulf output of roughly 547 5-mil bbl. Cumulative gas shut-
ins of 283,226 Bcf is equivalent to about 7.760% of yearly Gulf output of some 3.65 Tcf,

Access Trading

10/14/20058 8:29 AM Natural Gas $12.780 {32.3¢)

WTI Crude

$61.930 ($1.15) |IPE Brent $60.250 $0.10

£

10 Day Temperature Qutlook...

Today’s High Temperatures... Tonight’s Low Temperature
B! - ‘ —

& £
R 5
ARAR
eSS
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b e g::

e

Hotter Weather

average.

Weather Briefs — 1-2 More Warm Days in t|
That They Need It, But More Rain In Northeast — West Still Sees

| EIA reported build of 58 Bcf for week ending Oct 7.

For the week ending October 7, the EIA reported a build of 58
Bef, which was higher than my forecast of 42 Bcf. This week’s
build is lower than last year's build of 67 Bcf, the three year
average build of 64 Bcf, but in-line with the five year average
wild of 58 Bcf. The current inventory level is 2.987 Tcf, and A
we are 172 Bcef behind last year, and 5 Bcf above the five year | The low pressure sy

he Southwest — Not

Sig;nets.. More And More Rain For Northeagst

red over Florida and the secondary fow just
off the east coast near southern New Jersey has created a tropical “water
pump” that will continue to draw water out of the Caribbean, carry it around
Bermuda, and then dump it alt over New York and surrounding areas. This
pattern has bee dominant for several days and looks like it will continue.

ConocoPhillips Co. Page 1 10/14/2005
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oil and natural gas markets is expected to keep crude oil and wellhead natural gas prices
elevated, resulting in increased residential propane prices for the upcoming winter season.
They are projected to average $2.05 per gallon compared to §1.64 per gallon last winter. The
average U.S. residential propane price (including State taxes) is projected to be $1.80 per
gallon for 2005, 29 cents above the 2004 average. Prices are expected to average $2.07 cents
per gallon in 2006. Regional residential prices for the upcoming season range from $2.18 per
gallon in the Midwest to $2.27 per gallon in the Northeast.

SR

U.S. Natural Gas Markets e

\\/ Demand. Total natural gas demand is projected to fall by 1.2 percent from 2004 to 2005 due
mainly to higher prices, but recover by 3.0 percent in 2006 due to an assumed return to
normal weather and a recovery in consumption by the industrial sector, which is projected to
increase by about 6 percent over 2005 levels. Residential demand is projected to decline
slightly from 2004 to 2005 mostly because of relatively weak heating-related demand during
the first quarter, while industrial demand is estimated to decline by nearly 8 percent over the
same period due to the much higher prices for natural gas as a fuel or feedstock. By 2006,
both end-use sectors recover somewhat with residential demand estimated to increase 2.6
percent from 2005 levels and industrial demand increasing by 6 percent. The industrial
rebound in 2006 is partly because of assumed reactivation of damaged industrial plants in the
Gulf of Mexico region but also reflects renewed fuel demand growth as domestic industrial
plants adjust to higher prices. Power sector demand growth continues through the forecast
period along with electricity demand growth. The pace is slower that the 5.7 percent rate

projected for 2005 because an unusually hot summer and high cooling demand boosted 2005
growth significantly.

Production. Domestic dry natural gas production in 2005 is expected to decline by 3.0
percent (due in large part to the major disruptions to infrastructure in the Gulf of Mexico
from both Hurricanes Katrina and Rita), but increase by 4.2 percent in 2006. Net imports of
natural gas (pipeline and liquefied natural gas (LNG)) are expected to increase only slightly
in 2005 (0.1 percent over 2004) but increase by 10.4 percent between 2005 and 2006.
Imports of LNG appear to have exhibited little change through the first half of 2003
compared to year-ago levels. High natural gas prices in other world markets during the first
three quarters of 2005 have served to attract available supplies of LNG that might otherwise
have been directed to the United States, although fourth quarter imports are estimated to
increase in response to high U.S. prices. Currently, total LNG imports for 2005 are expected

to be approximately 680 bcf compared to 650 bef in 2004; LNG imports are projected to be
just over 1,000 bef in 2006.

Prices. The Henry Hub natural gas price is expected to average about $9.00 per mcf in 2005
and $8.70 per mcf in 2006. In September, the Henry Hub natural gas spot price averaged
$12.40 per mcf, as hot weather in the East and Southwest increased natural gas-fired
electricity generation for cooling demand, crude oil prices increased, and Katrina hit. The
natural gas market is likely to stay tight over the next couple of months, particularly in light

of the supply impacts from Katrina and Rita. Henry Hub prices are likely to remain above
$12 per met until peak winter demand is over.

Energy Information Administration/Short-Term Energy Outlook - October 2005
7



PSCKy Case No. 2005-00191

Depending on the region of the country, residential natural gas price increases from 2004 to
2005, on an annual average basis, are expected to range from 14 percent (New England
region) to 27 percent (East South Central). Similarly, for industrial users, the natural gas
price increases are expected to range from 16 percent (Mountain region) and 40 percent
(Pacific and West North Central) between 2004 and 2005. Pressure on delivered natural gas
prices may be exacerbated in regions where heating demands are likely to increase the most,
particularly during the heating season.

Given that the opportunity to offset the market impact of a weather-related increase in
demand through an increase in imports is far more limited for natural gas than for oil
products (net natural gas imports are estimated to account for about 15 percent of total U.S.
demand in 2005 and 16 percent in 2006), weather conditions in the United States have an
even larger impact on U.S. natural gas markets than on petroleum product markets.

Consequently, retail natural gas prices are expected to be significantly higher should winter
weather be 10 percent colder than predicted.

Storage. Working gas in storage as of September 30 was estimated at 2.93 trillion cubic feet
(tcf), a level 151 bef below a year-ago but still 1.4 percent above the 5-year average, and
about 122 bef above last month’s projection. Although natural gas storage remains above the
5-year average, the double blows of Hurricanes Katrina and Rita reduced the peak storage
achievable over the remainder of the injection season from what was expected previously.
Expected working gas in storage at the end of the fourth quarter is expected to be about 2.5
tcf, 200 bef below year-ago levels and about 50 bef above the 5-year average.

End-of-year storage levels are expected to decline 7.3 percent between 2004 and 2005 but
increase about 5.2 percent in 2006 over 2005 levels. However, storage levels will be very
sensitive to weather and the return of domestic natural gas production following the recent
hurricanes. For example, each 3.3 bef of daily supply reduction sustained over the course of
a month translates into a supply loss of roughly 100 bef.  Recovery profiles that differ from

the scenario used for this month’s baseline forecast would significantly affect the storage
forecast.

Demand. Electricity demand is expected to increase by 3.5 percent in 2005 and about 1.0
percent in 2006 due largely to weather conditions as well as continuing economic growth.
Very hot weather conditions generated a large increase in demand in the third quarter of
2005. Thus, year-over-year electricity demand growth rates are expected to be particularly
strong, as cooling and heating demands are likely to be higher than in the mild third and
fourth quarters of 2004. Regional demand exhibits increases for nine out of the ten regions
(Alaska and Hawaii, treated as one region, are the exception) in 2005 compared with 2004.
Commercial and industrial demand also increases across most regions, but the rate of growth
tends to be smaller compared with residential demand.

Prices. Estimated 2005 prices for delivered electricity across all end uses range from 6.4
cents per kwh in the West North Central region to nearly 12 cents per kwh in New England.
Due primarily to increased utility fuel prices, average electricity prices for all end uses are
estimated to increase by 8.9 percent in New England and 8.2 percent in West South Central,

Energy Information Administration/Short-Term Energy Outlook - October 2005
8
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
November 2, 2005

Weather

Price
Pressure

Comments

Long Tetm Weather Forecast

'

NWS: Warmer than normal winter.
WS Mild November & December. Similar to 2003

Mid Term Weather (30-60 days)

Earthsat. Warmer than normal November & December

6-10 day forecast

Warm start to heating season

Tropical Storm Activity

56% of Gulf production still shut in. No current tropical storm
activity

Storage Inventory

EIA Weekly Storage Report

Storage injections for the week ending October 7th were 58 BCF,
which was above industry expectations, especially after Rita.
Storage levels are 5% lower than last year at 3.0 TCF.

Industry Publications

Cambridge Energy Research Associates
Winter 05-06: $8.14
Summer 2006:$7.35

Headline: "North American Gas Prices Will Remain at Record
Levels for the Fall and Winter" (Not updated since 9/20, prior to
Hurricane Rita.)

CM&T

“Tomorrow's EIA is setting up to be bullish versus expectations.

Conoco Morning Briefing

bearish into the close ahead of what will likely be a very bearish
storage number tomorrow "

Government Agencies

Energy information Administration
Winter 05-06. $10.92
Summer 2006 $7.76

"The natural gas market is fikely to stay tight over the next couple
of months, particularly in light of the supply impacts from Katrina
and Rita "

Technical Analysis

Winter 2005-06 Strip Chart

Katrina Gap: 10.88 - 11.27 Rita Gap of 12.52 - 13 11 was partially
filled on 9/27 Now 12 52 - 12 69

Down 2 and remains high compared to last 5 years According to

Rig Count <« FERC Staff Report (10/12), supply down 1% over the last 2 years
although rig count up 30%
Economy
‘ CM&T Industrial Demand Study. Implied level of demand
Demand A
destruction = 2 1 beflday
T Domestic natural gas production in 2005 is expected to drop by 3
Supply percent due mainly to the major disruptions to infrastructure  from
both Katrina and Rita
- . G hi .
Ol Market T Qil infrastructure in the Gulf took the same hits from Katrina and

Rita as the natural gas industry

Meeting Minutes:

NYMEX prices have fallen dramatically over the past two days On open the morning of November 2nd, prices stayed
around the previous close, indicating that prices may start rising again The average NYMEX for Dec-Feb is currently lower
than CERA's eslimate, although higher than EIA's. Since a bullish storage report on the 3rd, or revised weather forecasts
for cooler temperatures could cause prices to rise again, informal discussions between the Director of Gas Commercial
Operations, the Lead of Gas Procurement and Analysis, and the Administrator of Gas Transportation resulted in a decision

*was contacted to convert.‘dthlday to a fixed price for

to lock in another package of fixed price gas

cG&E ancliliiFdthiday for ULHEP.
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook
EARTHS AT Wednesday IES." 11/2105 ﬁmj 10AM EDT

NOVEMBER 2005 DECEMBER 2005

P \ -2F
0 '*"ZF e
A A , /!
A of
A \ 7 § 7 B
P B N
\ 2F
Updated: Updated: 0
Nov 2, 2005 Nov 2, 2005
PREVIOUS
November Warmed Due VY P’ Better Confidence for

to Warmer Start December Outlook
Changes Still Expected

Highest Cool Probability
Later in Month

in the Southeast

BT | N\
The page 2 of this update shows the analog and climate
tool forecasts for December now and unlike the widely
varied November guidance, there is an unusual degree of
agreement among the various methods utilized. Even the
5 and 10Y running averages support seasonal to below
normal temperatures in the Mid-Atlantic and Southeast for
the month of December (Southeast is most favored)

Given the reluctance of the Gulf of Alaska low to break
down or retrograde, the early half of November is coming
§in warmer than expected. The updated outlook reflects
these changes combined with sill the expectation for more
variability in the 2nd half of the month. The transitionary
nature of the last two weeks (both cool and warm) suggest
that November will likely see mare volatility.

.
November HDD Forecasts December HDD Forecasts
forecast] 10-year]|30-year|last year} forecast]10-year}30-year]last year}
Chicago 7125 | 7481 | 759.0 | 639.0 Chicago 1149.0 | 1116.3} 1151.0] 1121.0
Philadelphia 539.0 | 539.4 | 545.0] 5135 Philadelphia  919.0] 846.4] 857.0 | 846.0

Houston 185.0 | 164.2 | 189.0| 126.0 Houston 368.0] 367.5] 367.0 | 358.0

OCTOBER 2005

.2 o
A

NOVEMBER 2004

Y

- S

Maps above depict deviations of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)
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l D EarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version

EARTHSAT Wednesday .mi 111212005 m 6:30 AM.  givral MRIJS greTiagXSida

DISCUSSION

Today's Forecast '

Series of Cool Troughs Leads To Fluctuations
A series of weak cool troughs will traverse the country
throughout the period, causing fluctuations between
aboves and normals for many locations. Strong heat once
again is found in the Midwest/Plains early in the period,
while aboves at the beginning and end of the period
sandwich the passage of a cool trough on the East Coast.
The models disagree on the intesity of the cool trough
sweeping across the Western U.S. late in the period. The
risk with our forecast would be if the models consistently
strengthen the trough bringing more belows late.

FORECAST VALID: Thursday, 11/10

CONFIDENCE: 3

DAY 10

FORECAST VALID: Friday, 11/11 CONFIDENCE: 2

IMUCH ABOVE.. +8F OR UP

ABOVE............. +3FTO +7F

NORMAL MUCH BELOW........ -8F OR DOWN
-2F TO +2F BELOW.......c.ccccveenee -7ZF TO -3F

[ Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 19-Oct-05| 12-Oct-05| 2-Nov-05
Dec | $5.06 $7.98 | ([ $14310 f $11.938 | $11.770
Jan | $5.98 $6.21 j/j 13 4 $13.120 R$$10.680 | $12.260
Feb | $520 | $6.29 | s11.900 | (10338 | $12.260
Mar | $559 | $6.30 | $10.760 |  $8.913 | $11.980
Apr | $5.34 $7.32 $10.100 | $8.444| $10.240
May | $5.19 $6.75 $10.040 | $7.294| $9.990

Jun | $5.18 $6.12 $10.010 | $7.353 | -
Jul | $4.97 $6.98 $9.570 |  $7.394 | $10.137
Aug | $4.91 $7.65 $7.760 | $7.747 | $10.182
Sep | $5.29 | $10.85 $7.150 | $7.830 | $10.167
Oct | $5.92 | $13.91 $7.160 | $8.288 | $10.145
Nov | $6.65 | $13.83 $7.230 | $8.780 | $10.672
12Month Avg  $5.44 $8.35 $9.926  $8.751  $10.891
Summer Average $8.827 $7.764 $8.694
Winter Average $11.464 $10.132 $11.788

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

Dec

Jan Feb Mar

Apr May Jun Jul

Aug Sep Oct

Nov
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Natural Gas, Gas Liquids and valy market
ConocoPhillips Power Market Update Indicator
Jim Duncan, Market Analyst
(281) 293-1649
Wednesday, November 2, 2005 Email: James.W.Duncan@conocophillips.com
December Continues Lower Amid Bearish Short-Term Weather

Today: Bearish December Natural Gas Closed Down 34.5¢ 30-Day: Calf
Bottom Line — Today is hard to forecast. The weather fundamentals say lower, the technicals say oversold, and
the competing fuels suggest downside pressure. Therefore, | think we see lower prices early, then a rally

attempt after DOE/API| data gets digested, then bearish into the close ahead of what will likely be a very
bearish storage number tomorrow. Confused?

Yesterday’s Market

+ The market looked toward mild weather and falling demand combined with healthy stock levels to move lower yesterday.
NYMEX December natural gas spent the morning in negative territory, slumping to a low of $11.68. Although still unable to
replicate its $11.55 low, the contract settied down 34.5¢ at a $11.86. As it was more of the recent storm premium came out

$12.070 of the market. Crude and products ended mixed yesterday with contracts moving in narrow ranges amid a lack of fresh

: driving news. Heating oil was pressured lower amid expectations of crumbling demand on mild weather, even as stocks
are expected to take another fall when the EIA releases its latest inventory report today at 10:30 AM ET. Meanwhile
gasoline futures gained on the day as retail prices slipped and the demand decline forecast by the EIA, IEA and OPEC is
expected to recover at a more rapid pace than originally anticipated. Crude ultimately ended the session up a modest 9¢ at
$11.860| $59.85.

What To Do And Look For Today

* You just have to expect the front month to press even lower over the next few days as weather forecasts continue to
1.800 suggest mild temperatures engulfing much of the U.S. through the first half of November and with winter forecasts
indicating a colder winter compared to last year, but milder one compared to historical averages. There's no tropical
activity. There's no cold weather - in fact the weather has warmed. It's the first of the month and a lot of people have

$11.680 already made the switch to residual fuel. Without any significant weather, | think we can test down to $10.65 and get back
) to pre-Katrina levels.

Access Trading 11/2/2005 8:29 AM Natural Gas $11.855 {0.5¢)
WTI Crude $59.640 ($0.21) |IPE Brent $58.080 ($0.29)

4

utlook...

.

ay

s High Temperatures

10 Day Temperature

§

G E 7 B
Weather Briefs — Very Mild Temperatures Over Most Of
The East This Weekend —~ Warm Across Southwest Today
~ Mild Weather Prevails Across Midwest

I’m looking for a build of 25 Bcef this week...

For the week ending October 28, my forecast calls for a build
of 25 Bcf, which incorporates production and demand losses
from Katrina, as well as Rita. This week's build will be lower
than last year's build of 44 Bcf, but slightly higher than the

iree year average build of 17 Bcef, and the five year average Temperatures are verifying colder than forecast so the potential for a
build of 21 Bcf. The current inventory level is 3.139 Tcf, and sharp change to winter is likely. Remember two weeks ago..before the first

f . big cold snap..nobody saw anything but warm weather in the forecast, and
we are 110 Bcf behind last year, and 62 Bcf above the five temperatures verified warmer than forecast. Then within two days it all
year average. changed. Look for that to happen again, but not before the end of the
week

ConocoPhillips Co. Page 1 11/2/2005
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Kern, Jeff L.

From: Quezada, Daniel on behalf of Smith, Brian
Sent: Wednesday, November 02, 2005 10:14 AM
To: Quezada, Daniel

Subject: CiN Market Outlook 11.02 05

Attachments: CMO 110205 pdf

Good Morning.

Market Outlook: VWWell the weather is warmer again and cash prices are not likely to be any stronger today than
y/d. In fact some additional weakness could be on order from some of the Gulf points. That being said prices
should continue to take the brunt of losses along the very front of the curve. Dec/Jan is likely to continue to widen,
especially considering the weather forecast. However, the natty market is getting exceedingly devoid of length at
this point and one has to wonder how much more bearish the near term outlook can be considering it is
November 2nd. Tomorrow's EIA is setting up to be bullish versus expectations and we have petrol stats today
amid a market that is trying to bottom out. Y/d it was interesting that the Jan-Mar spread held up very well. It
would not be surprising to see the next rally transpire into more strength in that spread as opposed to the Mar-
Apr. As far as the weather goes there is a large difference now in the forecasts from the Euro and American
models, with the former much colder. As usual expect significant volatility around the weather updates. MMS
reported modest improvement in shut-in's yesterday (.160 bcfd).

Support: 11.680, 11.550, 11.340

Resistance: 12.000, 12.070, 12.340

Regards,

Brian Smith

Director, Marketing

Cinergy Marketing & Trading, LP
1100 Louisiana St., Ste 4900
Houston, TX 77002

Work - 713.393.6952

Cell - 713.724.2361

AOL IM - bsmithcinergy

Yahoo IM - smitty_cinergy

“*DISCLAIMER: THE CONTENTS OF THIS DOCUMENT AND ANY OPINIONS OR VIEWS EXPRESSED HEREIN ARE THE VIEWS OF CINERGY OR MAY
BE BASED ON MARKET INFORMATION GATHERED FROM SOURCES CONSIDERED RELIABLE CINERGY 1S PROVIDING THIS INFORMATION AS A
COURTESY AND NOT AS A FIDUCIARY OR ADVISOR AND DOES NOT WARRANT THE ACCURACY, TIMELINESS, OR COMPLETENESS OF THE
INFORMATION OR ANY ANALYSES CONTAINED HEREIN ANY PRICE INFORMATION SET FORTH HEREIN {S “INDICATIVE" ONLY, AND THE DELIVERY
OF THIS DOCUMENT SHALL NOT CREATE A CONTRACTUAL, SPECIAL OR OTHER RELATIONSHIP WITH ANY RECIPIENT, NOR CONSTITUTE AN
OFFER BY CINERGY TO ENTER INTO A TRANSACTION WITH THE RECIPIENT OR ANY OTHER PERSON OR ENTITY. ANY RECIPIENT OF THIS
DOCUMENT SHOULD NOT RELY ON THE INFORMATION HEREIN AND SHOULD INDEPENDENTLY EVALUATE THE TERMS, CONDITIONS, AND RISKS

RELATED TO THE TOPICS ADDRESSED IN THIS DOCUMENT PRIOR TO ENTERING INTO ANY TRANSACTION OR MAKING ANY INVESTMENT
DECISION

11/2/2005
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MALIN MEN

Long term and historical pricing is available through Amerex. Please contact Mike Prokop at 281-340-5290 for more
information.

AMEREX NATURAL GAS
PRICE REPORT
November 1, 2005
4:00 PM (CST)

Canadian Market TYPE BID OFFER TERM
Northeast

IROQUOIS, WADDINGTON PB 0.1500 0.2500DEC 2005-DEC 2005
IROQUOIS, WADDINGTON PB 2.9000 3.0000DEC 2005-MAR 2006
IROQUOIS, WADDINGTON PB 0.0000 0.0600APR 2006-0CT 2006
NIAGARA PB ~0.9500 ~-0.9000DEC 2005-DEC 2005
NIAGARA PB -0.4200 -0.3700DEC 2005-MAR 2006
NIAGARA PB 0.0000 0.0500APR 2006-0CT 2006
West

AECO BS -2.9600 -2.9400DEC 2005-DEC 2005
AECO BS -2.6450 ~-2.5800DEC 2005-MAR 2006
AECO BS -1.4200  ~1.4000APR 2006-0CT 2006
Domestic Market TYPE BID OFFER TERM
Gulf Coast

ANR, LA BS -0.0850 ~-0.0700DEC 2005-DEC 2005
ANR, LA BS ~0.0800 -0.0700DEC 2005-MAR 2006
ANR, LA BS -0.0850 ~0.0700APR 2006~0CT 2006
JCQLUMBIR GULE, LB v et WBS i ,.00Q0. 0. 0300DEC 2005-DEC_2005
COLUMBIA GULF, LA ___ e BS o _...70.0100  0.0100DEC 2005-MAR 2006
COLUMBIA GULF, L& i RS ~0.0450 ~0.0350APR 2006-0CT 2006
FGT Zone 2 BS 0.0000 0.0200DEC 2005~DEC 2005
FGT Zone 2 BS 0.0100 0.0200DEC 2005-MAR 2006
FGT Zone 2 BS 0.0100 0.0400APR 2006-0CT 2006
FGT Zone 3 BS 0.1400 0.1800DEC 2005-MAR 2006
FGT Zone 3 BS 0.2400 0.2900APR 2006-0CT 2006
HENRY HUB BS 0.0000 0.0100DEC 2005-DEC 2005
HENRY HUB BS 0.0000 0.0100DEC 2005-MAR 2006
HENRY HUB BS 0.0000 0.0075APR 2006-0CT 2006
HOUSTON SHIP CHANNEL BS -2.5500  ~2.4500DEC 2005-DEC 2005
HOUSTON SHIP CHANNEL B3 ~2.0700 -1.9700DEC 2005~MAR 2006
HOUSTON SHIP CHANNEL BS ~-0.4200 -0.3900APR 2006-0CT 2006
NGPL, LA BS ~-0.1300 -0.1000DEC 2005-DEC 2005
NGPL, LA BS -0.1300 -0.1050DEC 2005-MAR 2006
NGPL, LA BS -0.1200  ~0.0900APR 2006-0CT 2006
SONAT BS 0.0000 0.0200DEC 2005-DEC 2005

SONAT BS 0.0100 0.0300DEC 2005-MAR 2006
SONAT BS -0.0100 0.0100APR 2006-0CT 2006
TENN-ZONE O BS -2.4500 -2.3000DEC 2005-DEC 2005
TENN~ZONE O BS -1.9350 -1.8350DEC 2005-MAR 2006
TENN-ZONE O BS -0.4400 -0.4000APR 2006-0CT 2006
TENNESSEE, LA 500 BS -0.0200 0.0200DEC 2005-DEC 2005
TENNESSEE, LA 500 BS ~0.0200 0.0200DEC 2005-MAR 2006
TENNESSEE, LA S00 BS -0.0700 -0.0400APR 2006~0CT 2006
TEXAS EASTERN, E. LA BS 0.0000 0.0500DEC 2005~DEC 2005

https://www.amerexenergy.com/BrokerWeb/gasprice/gasprice.asp 11/2/2005
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
November 18, 2005

Weather

Price
Pressure

Comments

Long Term Weather Forecast

'

WSI. "This evidence confirms our suspicion that this will be a late-
developing winter season *

Mid Term Weather (30-60 days)

December - colder than normal on both coasts.
January - colder than normal in New England

6-10 day forecast

After a very warm first half of November, the second half is
tending towards colder than normal east of the Mississippi

Tropical Storm Activity

There is still 3.7 BCF of gas shut in in the Gulf, but the tropical
storm season appears to be over,

Storage Inventory

EIA Weekly Storage Report

Storage injections for the week ending November 11th were 53
BCF, continuing injections two weeks into the "withdraw" season
Storage levels are 1% lower than last year at 3.3 TCF.

Industry Publications

Cambridge Energy Research Associates
Remaining Winter 05-06. $12.52
Summer 2006; $8.83

-.gas prices remaining high as local distribution companies
minimize storage withdrawals for the first couple of winter months
to protect against colder than normal winter. "

Paribas

"Dec may weaken. .if the injection rate is near our survey's
estimate of 48 bl - See above

Gas Daily

Several energy analysts predicted . spot prices will return to
$7/Mcf or less by end of the heating season as industrial and
residential customers reduce their consumption and Gulf o
Mexico supplies come back on sfream.* 11/15/05

Conoco Morning Briefing

"The cold front is colder than expected Cash should overcome
the expected bearish EIA storage report.. "

Government Agencies

Energy information Administration
Remaining Winter 05-06: $10.97
Summer 2006 $8.11

"Recovery. .expected to continue, but it now appears unlikely that
anything close to complete recovery will occur before the end of
the second quarter of 2006."

Technical Analysis

Winter 2005-06 Strip Chart

Gap on 10/31 (12.66 - 13 01) created island reversal Gap mostly
filled on 11/16 (High of 12 95) Head & Shoulder?

Summer 2006 Strip Chart

Summer has not experienced the same volatility as winter
Recently broken trend line will offer resistance at $11.00

Down 28 and remains high compared to last 5 years According

Rig Count <« |to FERC Staff Report (10/12). supply down 1% over the {ast 2
years although rig count up 30%
Economy
EIA: "In response to higher prices, total natural gas demand is
Demand ‘ projected to fall by 0 8 percent in 2005 . "
EIA. "Domestic natural gas production in 2005 is expected to
Supply T decline by 4 2 percent due mainly to the major disruptions to
infrastructure
Oif Market T Oil infrastructure in the Gulf took the same hits from Katrina and

Rita as the natural gas industry.

Meeting Minutes: 10th Floor North Conference Room - 2:00 pm
Attendees: Patty Walker. Bill Tucker, Jeff Kern. Don Schierenbeck. Phyllis Baker
Prices are up now due to current cold weather Long term forecasts are calling for wamer than normal December and
January, so prices may drop significantly Some industry experts are forecasting a return to $qprices, and spot prices
have fallen to Ss-S@F over recent weeks. Therefore, no additional hedging will take place at this time
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Hedging Strategy
Current Position - November 17, 2005

The Cincinnati Gas & Electric Company

Total Winter Season

Estimated
BCF % $/Dth

Total Monthl Throughput

Nov Dec Jan Feb Mar

The Union Light Heat & Power Company

Total Winter Season

}Estimated
BCF % $/Dth

Total Monthl Throughput

(1) Weighted Average based on NYMEX price at 03:22 PM on November 17, 2005
(2) Weigted Average of current fixed prices.
(3) Weighted Average of current cost of gas in inventory (Rll®) and estimated pay back (i)
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date Next Target (3/31/06)
Delivery Base Supply Total Required Allowed
Month Dth/day Dth/mo Dth/day Dth/mo dth/day dth/day

Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Winter 05/06

Apr-06

May-06

Jun-06

Jul-06

Aug-06
Sep-06

Oct-06
Summer 2006

Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Winter 06/07

Apr-07

May-07

Jun-07

Jul-07

Aug-07
Sep-07

Oct-07
Summer 2007

Nov-07
Dec-07
Jan-08
Feb-08
Mar-(8
Winter 07/08

Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-08
Oct-08

Summer 2008
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WSI Energycast Trader December-March Seasonal Forecast
Issued November 15, 2005

No previous fest
made for February

Forecast Summary for December-February period

licast
- Low confidence, warmer than normal
- No change from October 27 forecast
Southeast
- Moderate/high confidence, warmer than normal
- Warmer than October 27 forecast
North Central
- Low confidence, cooler than normal
- Slightly colder than October 27 forecast
South ¢
- Moderate/high confidence, warmer than normal
- No change from October 27 forecast
Nortjnvest
- Moderate confidence, cooler than normal
- No change from October 27 forecast
Sonthwest
- Moderate/high confidence, warmer than normal
- Slightly colder than October 27 forecast
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Graphics from Satellite Services Division Web site

In December, our model consensus is relatively weak, with the strongest signal being for
warmth in northern New England. We have made relatively minor alterations to our
December forecast made in October, with below-normal temperatures confined to parts
of the northern tier of states and along the Pacific Coast.

In January, the strongest model signals are now for warmth in the Northeast, and we
have altered our forecast accordingly. We feel that any cold weather in January will
remain either up in Canada or in parts of the western states. Of course, if a stratospheric
warming event occurs our seasonal signals become moot.

In February, our models indicate the strongest cold signal of the winter, especially in the
northern Plains and northern Rockies. This evidence confirms our suspicion that this will
be a late-developing winter season.

We have made no significant changes to our winter forecast as a whole. Due to
strong model signals, however, we have warmed up the East in January. The
strongest model signals are now in February, when we feel the bulk of the cold
weather will impact the northern US. The wild card continues to be the behavior of
the NAO. Typically, a warm Atlantic is associated with a negative winter NAO, but
the warmth is relatively muted this fall, with the smallest positive anomalies since
2000. This, and the fact, that snow cover is relatively anemic, leads us to believe that
the NAO may in fact be more positive than negative this winter.

Certainly, we expect this winter to be much different than recent winters due to the

sharp change in the PDO. A weaker subtropical jet and a stronger polar jet can be

expected, with fewer blocking events and shorter periods of Arctic weather confined
to mainly the northern tier of states. However, since we expect the Bering Sea ridge
to dominate this winter, there will be plenty of cold air in the Western Hemisphere,

just mainly confined to northern latitudes.

Since the QBO is easterly and quite strong, we do feel that a stratospheric warming
event is likely this winter, probably occurring after the new year. This event, if it
occurs, will temper the general warmth we feel will dominate this winter in the
eastern US. If this event does not occur, or if it has more of a Eurasian impact, then
the winter will likely be very mild, probably above-normal nationwide.

The toughest part of the forecast is predicting the northern extent of the expected
southeastern warmth, or where to draw the “normal” line. Unlike the Southeast,
there is no correlation between strong negative PDOs and northeastern winters.
Typically a very strong negative QBO is associated with warm northeastern winters,
so in the final analysis we’ve drawn the normal line just north of the major
population centers. As much as it may seem like a cop-out, we feel that
temperatures will average relatively close to normal in the major northeastern
markets, when averaged over the entire period.

15
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EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT] Wednesday gypvgl 1116005 gryyyg 10AMEDT @i MRICH goieragy g
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Still... No Changes to
December

Will Current Pattern Spill
Into December?

There continues to be no reason to change the December
outlook based on current trends here in the second haif of
INovember. However, a few models indicate some
‘Jquestions toward the very late stages of the 11-15 day
period (start of December). Last winter's coo! patterns
only lasted 2 weeks or so whereas the typical pattern lasts
4 to 6 weeks. The ENSO & NAO analogs have better
agreement vs. November for a cool East Coast in Dec.

December HDD Forecasts

forecast] 10-year}30-year|last year
Chicago 1149.0 | 1116.3| 1151.0 | 1121.0
Philadelphia 919.0 | 846.4] 857.0 | 846.0
Houston 368.0 367.5] 367.0 358.0

Nov 16, 2005

JANUARY 2006

No Changes to January

Coldest Anomalies Qver
New England

The January 2006 forecast is unchanged as well. HDD
forecasts for selected cities have been added below. [t
seems as if the seasonal forecast indices favor the
coolest anomalies further north and eastward. There are
are some analogs that spread the cold temperatures
further down the E. Coast into the South and further west
into the OH Valley. Snowpack as well as the possibility of
a developing weak La Nina are a few things to monitor.

January HDD Forecasts
forecast]10-year}30-year]last year}

Chicago 1301.0 | 1261.3] 1333.0] 1256.0
Philadelphia 1051.0 | 995.8] 1020.0] 1029.0
Houston 399.0 | 367.4] 427.0] 309.0

NOVEMBER 1-15, 2005

Maps abave depict deviations of

2004

&

average

temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301

www.earthsat.com/wx/energywx/index.htm!

(copyright 2005)
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EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version

ULARTHSAT

Thursday .m 11/17/2005 lmﬂ 6:30 AM.  gryvral DSIJS graerTraSiTa

FORECASTTEMP.DEVIATIONS
..»45\';5:»,,%\ \\\ i E\‘\’@ :0\‘ ’ ’ ' .,‘ ,l K -
TN “1, v ! : 1 Y : ' g v
. MA ) . Y 7
\‘ Nr B NI
N
", A !
. : B
A 1N
!
—— N ”
DAY 6 0’
FORECAST VALID: Tuesday, 11/22 CONFIDENCE: 6

CONFIDENCE: 6

DISCUSSION |

Today's Forecast

Stagnant Belows Swamp East Coast

Much like the previous forecast, belows continue to be
found throughout the Eastern States, as a cool trough finds
a home over the region. Out West a change is evident
today, as the strong heat seen yesterday now has a gap of
normals across Utah and Nevada throughout the period.
Although much aboves are found in the Southern
Canadian Plains on day 8, this pattern of aboves in the
Pacific Northwest and Desert Southwest coupled with the
belows on the East Coast, look to sit in place for the length
of the period.

F MP. DEVIATIONS

FORECAST VALID: Thursday, 11/24 CONFIDENCE: 6

',_1%‘!
A ; ‘ B\
2 [ §
g ‘_\A/\ / \
DAY 9 DCERIN DAY 10
FORECAST VALID: Friday, 11/25 CONFIDENCE: 5 FORECAST VALID: Saturday, 11/26 CONFIDENCE: 5
MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN

ABOVE............. +3FTO +7F

-2F TO +2F BELOW..........cceeeere. -7F TO -3F

(

Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
5-yr. avg. | Last Year CERA EIA NYMEX
(99/00-03/04) | (2003-2004) 11-Nov-05| 8-Nov-05 | 17-Nov-05
Dec | $5.06 $7.98 $14.310 | $13.019| $12.200
Jan | $5.98 $6.21 $13.120 | $11.162 | $12.940
Feb | $5.20 $6.29 $11.900 | $10.657 | $13.000
Mar | $5.59 $6.30 $10.760 | $9.027 | $12.770
Apr_ | $5.34 $7.32 $10.100 |  $8.051 | $10.570
May | $5.19 $6.75 $10.040 | $7.704 | $10.390
Jun | $5.18 $6.12 $10.010 | $7.729 | $10.470
Jul $4.97 $6.98 $9.570 |  $7.952 | $10.400
Aug | $4.91 $7.65 $7.760 |  $8.144 | $10.540
Sep | $5.29 | $10.85 $7.150 | $8.466 | $10.540
Oct | $592 | $13.91 $7.160 | $8.743| $10.580
Nov | $6.65 | $13.83 $7.230 | $9.212| $11.040
12Month Avyg  $5.44 $8.35 $9.926  $9.156  $11.287
Summer Average $8.827 $8.113  $10.499
Winter Average $11.464 $10616  $12.390

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

Dec

+ T

Jan Feb Mar

Apr May Jun

Aug Sep Oct

Nov
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CERA ADVISORY SERVICE

a1 o Monthly Briefing

WINTER OF DISCONTENT

EASTERN NORTH AMERICAN MARKET OVERVIEW

The eastern North American gas and electricity markets are in a state of nervous
anticipation given a record summer for electricity demand followed by the

DATE tremendous gas supply shock from Hurricanes Katrina and Rita. The brief respite
November 11,2005 of the fall shoulder months appears to be inadequate to compensate for the gas

supply shortfalls, setting the stage for what could be a winter of discontent. The
main contributors to this situation are as follows:

*  Hurricanes Katrina and Rita are expected to cause a 432 billion cubic feet
(Bcf) reduction in gas supply from August through October and an additional
loss of 279 Bcf for November through March, causing the Henry Hub gas

price for winter 2005/06 to average $12.67 per million British thermal units
(MMBtu).

«  Power prices over the December—January time frame are expected to rise
in tandem with gas prices for the whole of the Eastern Interconnection, but
most acutely in New England. CERA forecasts that power prices in both the
Midwest and the South, particularly Florida, will be affected substantially by

the rise in gas prices and continuing constraints on the delivery of Powder
River Basin (PRB) coal *

= If there is extreme cold weather, New England may have inadequate gas
supplies to generate electricity to meet peak demand, consequently threatening
system reliability.** Such a situation could lead to extreme electricity price
volatility attributable to the immediate availability of gas and fuel oil in the
market and the dynamics of the operation of electricity markets.

+ In the extremely cold weather scenario, the regulatory and political
ramifications of the resulting consumer discontent could have repercussions
for the recovery of revenues from utility ratepayers, with a possible rise in
uncollectibles and a deferral of the pass-through of gas and fuel costs.

Note: Prices are in US doltars unless otherwise indicated.

*See the CERA Manthly Briefing Summer 2005 Heat Wave: Gas and Power Prices Pushed Higher Through Next Summer.
**See the (ERA Alert New England: Left Qut in the (old?

This report was prepared by Cambridge Energy Research Associates, Inc {CERA}, and is not to be redistributed or reused in any manner, with the exception of client internal distribution as follows: CERA strives to be supportive of dient internal
distribution of CERA content but requires that CERA content and information, including but not limited to graphs, charts, tables, figures, and data, are not to be disseminated outside of a diient organization to any third party.induding a client’s
customers, finandial institutions, consultants. or the public. Content distributed within the client organization must display (ERA's legal notices and attributions of autharship. Some information supplied by CERA may be obtained from sources
that CERA believes to be refiable but are in no way warranted by (ERA as to accuracy or completeness, Absent a specific agreement to the contrary, CERA has no obligation to update any content or information provided to a dient

The CERA Monthly Briefing is part of CERA's Retainer Advisory Service. For more information, please call +1617 866 5000 (USA) or -+33 {0}1 42 44 10 10 (France). or e-mail info@cera com
In the USA: 55 (ambridge Parkway, Cambridge, MA 02142, USA.in Europe: 21 boulevard de 1a Madeleine, 75038 Paris, Cedex 01, France

©2005, Cambridge Energy Research Assodiates, lac

Www.cera.com



MONTHLY BRIEFING

» To balance this winter’s market under normal
weather, CERA expects gas prices to be
above not only residual fuel oil prices but
also distillate prices through January. This will
have a negative impact on spark spreads in the
Northeast and Florida.

* The scramble to replace gas supply from the
West significantly widened the “continental
divide,” not only increasing the disconnect
to Henry Hub for western points, reflecting a
premium for west-to-east pipeline capacity, but
also causing upper Midwest points and Dawn
to move to a discount to Henry Hub.

» Under a colder-than-normal winter scenario, the
Henry Hub gas price could average $18.80 per
MMBtu, with a high in December of $25.00
per MMBtu. Such extremely high gas prices
will be required to price 2 Bef per day out of
the market for the entire winter if curtailments
are to be avoided.

« [If the winter discontent prevails, then it is likely
to provoke debates about market structures,
regulation and deregulation, resource adequacy
and inadequacy, fuel diversity, and eventually,
but inevitably, re-regulation.

« Ultumately, the weather could cause a climate
of uncertainty for consumers, marketers, and
utilities alike, and for generators and producers
that are not well positioned for the market
dynamics that a severe winter may bring.

Winter Gas Prices to Nearly Double under Normal
Weather

Hurricanes Katrina and Rita significantly damaged
the extensive and interrelated energy infrastructure
along the Gulf Coast, causing significant shut-
ins in Gulf Coast gas production (see Figure 1).

PSCKYy Case No. 2005-00191
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Immediately following both hurricanes, about 15
percent of North American gas supply was shut
in. The sudden loss of that much supply caused a
nearly twofold increase in the Henry Hub gas price.
With the recovery now expected to take several
months, CERA expects the Henry Hub gas price
for November to average $13.25 per MMBtu and
for winter 2005/06 (November—March) to average
$12.67 per MMBuu.

CERA’s Henry Hub projection is predicated on
gas prices remaining high as local distribution
companies (LDCs) minimize storage withdrawals
for the first couple of winter months to protect
against a colder-than-normal winter or a slower-
than-expected recovery from the hurricanes. Eastern
North American storage inventories at October 21,
2005, were 2,952 Bef, 30 Bef above the 2000-04
five-year average but 121 Bcf below October 22,
2004.%* Most storage capacity is owned or controlled
by contract by LDCs. LDCs are concerned about
reliability first and price second. For example, the
New York State Public Service Commission recently
took the extraordinary actions of asking other
New York gas companies to provide gas supply to
Corning Natural Gas Corp. to help it fill storage
and issuing a show cause order to determine why
a temporary operator should not be appointed for
the uulity. Reliability can be enhanced by higher
storage inventory levels. The cost of acquiring
storage inventories is usually passed through to
the LDCs’ customers by purchase gas adjustment
clauses. Given reliability concerns heightened by
the expected slow recovery from hurricane damage
to gas supply facilities and by storage inventory
levels that are 121 Bef below year-ago levels, CERA
expects that gas prices will have to be quite high
to reduce demand to allow for the husbanding of
gas storage inventories well into the winter. CERA
expects the husbanding of gas storage inventories
to continue until the market feels comfortable with
the level of storage inventories—which might not
occur until January.

**Eastern North American storage is the sum of the US Energy Information Administration’s Consuming East Region and Producing Region (which includes Texas) and (anadian

Enerdata’s East Region.
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3 ] 16 November
BNP Paribas Natural Gas Market Watch 2005
BNP PARIBAS

s SR

Commentary

With the cold forecast to blanket the Northeast for the next 6-10 day period
prices rallied more than 75 cents. However with the next two weeks
expected to be injections in the storage report it is likely that this rally
cannot sustain itself. Rather, Dec may weaken to 12100 and possibly
11800s after storage report if the injection rate is near our survey's
estimate of 48 bcfiwk.

Scott Allen
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Although the information in this report has been obtained from sources which BNP Paribas believes to be
reliable, we do not represent or warrant its accuracy, and such information may be incomplete or condensed.
All estimates and opinions included in-this report.constitute our judgement as of the date of the report and may
be subject fo change without notice. BNP Paribas or its affiliates may, from time to time, have a position or

make a market in the financial products mentioned in this report, or.in derivative instruments based thereon. ?;7'5" o
BNP Paribas shali not be responsible for the consequences of reliance upon any opinion or statement i, DBNE PARIBAS
contained herein or for any omission or-error of fact. This report is confidential and is-being submitted to T Hey bt fnnet g

selected recipients only . This report may riot be reproduced (in wholé or in part) to.any other person without
the prior written permission of BNP Paribas. Copyright © BNP Paribas (2005) Al rights reserved.
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Natural Gas, Gas Liquids and pally Market
ConocoPhillips Power Market Update Indicator
Jim Duncan, Market Analyst
(281) 293-1649 >
Thursday, November 17, 2005 Email: James.W.Duncan@conocophillips.com (I'I;:y F—
First Major Cold Of Winter Season Triggers Massive Rally
Today: Bullish December Natural Gas Closed Up 76.6¢ 30-Day: Calf

Bottom Line ~ The cold front is colder than expected. Cash should overcome the expected bearish

EIA storage report and come back to gains on the day...especially if crude continues to post higher.
Yesterday's Market
+ Cold weather in November...who'd have thought it? Boosted by the anticipation of cold weather in the Midwest and
Northeast, as well as by the rallying petroleum market, December broke through key resistance at $12.06, and then rode a
technical follow-through all the way to $12.42. The front month eventually came to rest at $12.329, a 76.6¢ gain over
Tuesday's settle. Notice  used the word “anticipation.” The rally had little follow-through in the cash market, although cash
prices were higher on the day, too. The best narative portrayal of the rally would be that the screen lead cash, which is
characteristic of an anticipated strength in prices...not the fact. The rest of the energy complex also helped the rally by
$12.400 responding to what was considered a bullish DOE/API report. NYMEX crude oil tacked on 90¢ to close at $57.87.
Today's Market
) *+ Today's market and its sentiment has to center on cold weather outside and a well expected bearish EIA storage report on
$12.329 the inside...so to speak. Due to overall mild conditions last week, this week's storage report should deliver an atypically
bearish figure. Expectations for today’s report are for a build of between 35 and 65 billion cubic feet, with most calling for a
52 Bcf injection. This will compare very bearishly to last year's null build and the five-year average draw of 3 Bcf. My
number falls at the high end of the range.
The breakout over the $12.01-$12.06 highs of the past two weeks successfully converted afl of the price action since
November 2+ into a base of support for a tilt at higher levels. A successful teap beyond the 20-day moving average now at

1.820 $12.34 would allow a test of failed support at the $12.868 low of October 24
$1L.760 @ne s wich mansths mrlet wll lilely cottimte toleep a symmeticapp at froma dievig & sdese ne.
Access Trading 11/17/2008 8:30 AM Natural Gas $12.495 16.6¢
W TI Crude $58.480 $£0.60 IPE Brent $56.030 $0.05

s High Temperatures

16 Day Temperature Qutlook... s Low Temperatures..

¥

S

£ RS TE

Sigmets: Cold Across the East for the Next 2-
‘ HOER

Weathér Briefs - Extreme Cold Widens Across Eastern
Third of Nation — Santa Ana Winds Continue To Warm West o
Coast — Next Major Cold Wave Due Next Wednesday :

torage
I’m looking for a build of 65 Bcf this week...

For the week ending November 11, my forecast calls for a
build of 65 Bcf; the average forecast on Bloomberg is for a
build of 51 Bcef and the ICAP auction went out at a build of 55
Bef. This week’s build will compare to last year's draw of 6 ] T )

of, the three year average draw of 13 Bcf, and the five year A cold air mass will continue to drop temperatures over the

: . eastern U.S. the next 2-3 days. High temperatures will only
average draw of 19 Bef.  The current inventory level is 3.229 reach the upper 20s and 30s across the Great Lakes and Ohio

Tcf, and we are 98 Bcf behind last year, and 121 Bcf above Valtey regions today and tomorrow, which inciudes the cities of
the five year average. Chicago and Cincinnati. The really serious news is the next
major cold front is due in six days.

ConocoPhillips Co. Page 1 11/17/2005
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Energy Information

November 2005

fH  Short-Term Energy Outlook

November 8, 2005 Release

Overview

Hurricanes Katrina and Rita damaged, set adrift, or sunk 192 oil and natural gas drilling rigs
and producing platforms, the most significant blow to the U.S. petroleum and natural gas
industries in recent memory. At the beginning of November almost 53 percent of normal
daily Federal Gulf of Mexico oil production and 47 percent of Federal Gulf of Mexico
natural gas production remains shut in. Moreover, in Louisiana 1.0 billion cubic feet (bef)
per day of onshore natural gas production remains offline and 0.8 million barrels per day
(bbl/d) of crude oil refining capacity remains shut down. Some wells were temporarily shut
in as a precaution to Hurricane Wilma. While no damage was reported from that storm,
hurricane recovery remains a key factor in this Outlook. Indeed, recent information on
damaged and destroyed platforms and shut-in production suggests that the recovery path will
be slower than predicted in the October Qutlook.

This short-term forecast projects that total energy demand is likely to respond to higher
prices and hurricane-related destruction by showing relatively flat growth between 2004 and
2005, compared with 1.5-percent growth between 2003 and 2004. However, energy demand
is expected to recover in 2006 at a rate of about 2 percent. Prices for crude oil, petroleum
products, and natural gas are projected to remain high during the remainder of 2005 and
through 2006 because of tight international supplies and hurricane-induced supply losses.
The price of West Texas Intermediate (WTI) crude oil is expected to average $57 per barrel
in 2005 and $64-$65 per barrel in 2006 (Figure 1. West Texas Intermediate Crude Oil Price).
Retail regular gasoline prices are expected to average $2.29 per gallon in 2005 and $2.43 in
2006 (Figure 2. Gasoline and Crude Qil Prices). Henry Hub natural gas prices are expected
to average $9.15 per thousand cubic feet (mcf) in 2005 and $9.00 per mcf in 2006 (Figure 3.
U.S. Natural Gas Spot Prices).

Hurricane Recovery Path is Revised from October Outlook

Recovery of production facilities and other infrastructure in the Gulf region is expected to
continue, but it now appears unlikely that anything close to complete recovery will occur
before the end of the second quarter of 2006. This extends the recovery period by about 3
months beyond what was assumed in the previous Outlook. The changes to our production
path are driven by more detailed information on damage to production wells, pipelines, and
natural gas processing plants from the hurricanes. The Minerals Management Service (MMS)
reports that more than 150 offshore platforms have been heavily damaged or destroyed and
are not expected to be fully operational for several months.

Energy Information Administration/Short-Term Energy Outlook - November 2005
1
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In this Outlook, shut-in Federal Gulf of Mexico production is projected to gradually decline
through March 2006, when shut-in Gulf crude oil falls to 353 thousand bbl/d (22.6 percent of
its pre-hurricane production level), and shut-in natural gas falls to 2.1 bef per day (20.6
percent of its pre-hurricane level). Refinery capacity improves more rapidly; by the end of
February, refinery capacity is fully restored to pre-Katrina levels. (Figure 4. Shut-In Federal
Offshore Gulf Crude Oil Production, Figure 5. Shut-In Federal Offshore Gulf Natural Gas
Production, Figure 6. Shut-In Gulf Crude Qil Refinery Capacity). Also, on-shore oil and
natural gas production in Louisiana was less than 50 percent of capacity at the end of
October, but are expected to be fully restored by the end of March. Although our recovery
projections are based on more detailed information than previously available, damage

assessments are still underway, and estimates of impacts to oil and natural gas production
remain uncertain.

Winter Heating Expenditures

Our current projections for winter residential heating oil and natural gas expenditures reflect
slight revisions downward from our last Outlook. In the case of the petroleum market, this
change reflects the return to more normal wholesale and retail price margins as refineries
have come back on line supported by an increase in imports. For the natural gas market, the
adjustment reflects our reassessment of the markup between wellhead and end-use markets in
our new regional natural gas model. However, residential space-heating expenditures are
still projected to significantly increase for all fuel types compared to year-ago levels.

On average, households heating primarily with natural gas likely will spend $306 (41
percent) more for fuel this winter than last winter. Households heating primarily with
heating oil can expect to pay, on average, $325 (27 percent) more this winter than last.
Households heating primarily with propane can expect to pay, on average, $230 (21 percent)
more this winter than last. Households heating primarily with electricity can expect to pay,
on average, $33 (5 percent) more. Should colder weather prevail, expenditures could be
significantly higher. These averages provide a broad guide to changes from last winter, but
fuel expenditures for individual households are highly dependent on local weather
conditions, the size and efficiency of individual homes and their heating equipment, and
thermostat settings (Table WFO1. Selected U.S. Average Consumer Prices and Expenditures
for Heating Fuels for the Winter).

Global Petroleum Markets Remain Tight through 2006

Many of the same factors that drove world oil markets in 2005, such as low Organization of
Petroleum Exporting Countries (OPEC) spare oil production capacity and rapid world oil
demand growth, will continue to affect markets in 2006. Other factors are less certain, such

as the frequency and intensity of hurricanes, other extreme weather, and geopolitical
instability.

OPEC spare production capacity reached historic low levels in 2005, at around 1.0-1.5
million bbl/d. For 2006, EIA forecasts a slight increase in OPEC spare oil production
capacity, to 2.0-2.5 million bbl/d (Figure 7. World Oil Spare Production Capacity), which
should allow for some easing of tight oil market conditions in 2006. Crude oil output from
OPEC is expected to remain flat in 2006, at about 30 million bbl/d. Non-OPEC supply

Energy Information Administration/Short-Term Energy Outlook - November 2005
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outside of the United States is expected to grow by about 700,000 bbl/d in 2006, with around
400,000 bbl/d coming online from the Caspian region (Azerbaijan and Kazakhstan), roughly
450,000 bbl/d from the Western Hemisphere (particularly Canada and Brazil), and about
150,000 bbl/d from West Africa. Natural production declines at mature fields in the North
Sea, Mexico, and the Middle East will dampen this supply growth.

Worldwide petroleum demand growth is projected to slow from 2004 levels, but remain
strong during 2005 and 2006, averaging 1.8 percent per year during the 2-year period,
compared with 3.2 percent in 2004. EIA expects continued strong growth in world oil
demand in 2006, driven in large part by increases in China and other non-OECD Asia.
Overall, EIA projects world oil demand to increase by about 1.8 million bbl/d in 2006, up
from growth of 1.1 million bbl/d in 2005 (Figure 8. World Qil Demand Growth).

U.S. Petroleum Demand Responds to Increased Prices and Hurricane-Related Losses

Total U.S. petroleum demand in 2005 is projected to average 20.6 million bbl/d or 0.8
percent less than 2004 levels (Figure 9. U.S. Petroleum Products Demand Growth).
Hurricane-related disruptions combined with increased prices result in lower projected
demand for petroleum products. Petroleum demand in 2006 is expected to average 21.0
million bbl/d, or 2.2 percent over 2005.

U.S. Product Output and Inventories Likely Adequate but Tight

Total U.S. refinery output this year is projected to decline by about 0.3 percent compared
with 2004 because of hurricane outages. A relatively warm October and an increase in
product imports are helping to keep total product inventories at levels close to the average of
the last few years. However, inventories of gasoline, distillate fuel, and jet fuel are
significantly below normal levels and our projections are for a slow recovery from now
through early summer (Figure 10. U.S. Gasoline Inventories).

U.S. Natural Gas Markets Remain Tight Despite Slower Demand Growth

In response to higher prices, total natural gas demand is projected to fall by 0.8 percent in
2005 compared with 2004 levels, then recover by 2.8 percent in 2006, assuming a return to
normal weather and a recovery in consumption by the industrial sector (Figure [1. Total U.S.
Natural Gas Demand Growth). Residential demand is projected to decline by about 1 percent
from 2004 to 2005 mostly in response to relatively weak heating-related demand during the
latter part of last winter, while industrial demand is estimated to decline by over 8 percent
during the same period due to the much higher prices for natural gas as a fuel or feedstock.
By 2006, both end-use sectors are expected to recover somewhat, with residential demand
estimated to increase 3.2 percent from 2005 levels and industrial demand to increase by 6.8
percent. The projected industrial demand rebound in 2006 rests in part on the assumed
reactivation of damaged industrial plants in the Gulf of Mexico region. Power sector demand
growth likely will track electricity demand growth through the forecast period.

Domestic dry natural gas production in 2005 is expected to decline by 4.2 percent, due in
large part to the major disruptions to infrastructure in the Gulf of Mexico from the
hurricanes, then increase by 4.7 percent in 2006. Total liquefied natural gas (LNG) net

Energy Information Administration/Short-Term Energy Qutiook - November 2005
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imports for 2005 are expected to remain at about 650 bef as they were in 2004, but are
projected to average slightly above 1,000 bef in 2006.

On October 28, working gas in storage stood at an estimated 3,168 bef, a level 119 bef below
I year ago but 2.6 percent above the 5-year average and about 28 bef above last month’s
Outlook. End-of-year storage levels are expected to be 7.9 percent lower at end-2005 than
they were at end-2004. Natural gas storage levels at the end of 2006 are expected to be about
even with the 2005 level (Figure 12. U.S. Working Natural Gas in Storage). Hurricane-
related natural gas production losses have cut down on the amount of natural gas available

for the market, which increases the projected requirement for withdrawals of gas from
underground storage this winter.

The Henry Hub natural gas spot price is expected to average $9.15 per mcf in 2005 and $9.00
per mef in 2006. In October 2005, the Henry Hub natural gas spot price averaged $13.82 per
mef and the monthly average spot price is likely to remain above $10 per mcf until peak
winter demand is over (Figure 3. U.S. Natural Gas Spot Prices).

Strong Electricity Demand Forecasted

Weather conditions and continuing economic growth are expected to move electricity
demand 3.3 percent higher in 2005 and an additional 1.3 percent higher in 2006 (Figure 13.
Total U.S. Electricity Demand Growth Patterns). Year-over-year electricity demand growth
rates are expected to be particularly strong, as cooling and heating demands are likely to be
higher than in the mild third and fourth quarters of 2004. When compared to 2004 figures,
regional residential demand in 2005 rose in nine of the ten regions (Alaska and Hawaii,
treated as one region, is the exception). Commercial demands increased across all ten
regions, but industrial demands fell in the four regions along the East Coast and Midwest.
Estimated 2005 prices for delivered electricity across all end uses range from 6.0 cents per
kilowatt hour (kwh) in the East South Central region to nearly 12 cents per kwh in New
England. In response to higher utility fuel prices, average electricity prices for all end uses
are projected to rise by 9.5 percent in New England and 7.8 percent in West South Central,
but by 6 percent or less in all other regions in 2005 compared with 2004.

Power Sector Demand for Coal Continues to Increase

Electric power sector demand for coal is expected to increase by 3.2 percent in 2005 and by
1.2 percent in 2006 (Figure 14. U.S. Coal Demand). Power sector demand for coal continues
to rise in response to higher oil and particularly natural gas prices. U.S. coal production is
expected to grow by 1.2 percent in 2005 and by an additional 3.3 percent in 2006 (Figure 15.
U.S. Coal Production). Coal prices to the electric power sector increased significantly in the
first half of this year, growing by 15.3 percent compared with the first half of 2004. The
large coal price increase was the result of low coal inventories because of the increase in
demand and also because of higher transportation costs. The price of coal to the power
sector is expected to increase through the forecast period, although at a lower rate than in the
first half of 2005. Coal prices are projected to increase by an average 14.2 percent in 2005
and by an additional 3.9 percent in 2006, rising from $1.35 per million Btu in 2004 to $1.60
per million Btu in 2006.

Energy Information Administration/Short-Term Energy Outlook - November 2005
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Tuesday, November 15, 2005

Several analysts forecast price retreat in 2006 CEUSEIDIUIIED)

Several energy analysts predicted Monday that Henry Hub spot NATIONAL AVERAGE PRICE: 7.640

. Trans. date: 11/14
prices will return to $7/Mcf or less by the end of the heating season as n’z:,sdm?s): 11//15
industrial and residential customers reduce their consumption and Gulf Midpotnt  Absolut o et poals

of Mexico supplies come back on stream.

Fitch Ratings analyst Adam Miller said his firm “continues to view Fermian Basin Area

. . Kk onditi d t €l Paso, Permian Basin 6.340 5.996.75 6.156.53
the high natural gas prices as a temporary market condition and expects Wata 6245 579685 598651 454 56
prices to return to more modest levels over the next few years.” He fore-  “fanswestern, Permian Basin ~ 6.300  6.30.6.30  6.30.6.30 1 b

cast that Henry Hub spot prices will average $7/Mcf for all of 2006,

East Texas-North Loulsk Area
down from $9.15/Mcf in 200S.

, Carthiage Hub 6675 6.506.94  6.566.79 80 22
(contiriued on page 5)  “\ap(_ Texok zone 6780 6.607.15  6.646.92 505 89
Texas Eastern, ETX 6945 6.357.20  6.737.16 37 9
May 2007~ " TB6TT. B.5U0 BBUU T FIBY T IZIT
Analysts forecast 2006 price retreat om page 1 0 2007 8112 8713 8712 4189 2
«ss from pag Jut 2007 8.747_ B.747__ B.747__+18.9 5
According to Miller, Gulf Coast price spikes caused by Hurricanes Katrina and Aug 2007 8787 8787 8787 +189 5.
. e . . . Sep 2007 8.772 8772 8772 +19.4 5
Rita have eliminated more industrial demand than the market has recognized thus Oct 2007 8.812 B.812 B.819  +19.4 6
far. “Fitch anticipates demand response from the hurricanes will ... alleviate a sig- Nov 2007 9.282 9.282 9282 +189 6
e b 5 . " . Dec 2007 9.752  9.752 9752 _+18.9 30
nificant percentage ‘of the ‘produc.tlon declines resultmg from the storms,” he said. Jan 2008 10122 10 125 10122 1186 Ea
Longer term, Miller thinks prices between $5/Mcf and $8/Mcf will be the Feb 2008 10.057 10.057 10.057 +19.4 5
norm until enough liquefied natural gas is imported to offset declining domestic 2";'22(%)5 ?‘ggg fl"ggg 3-;‘;5 :12'3 582
production. In fact, he believes average prices could fall as low as $3.50/Mcf once May 2008 7682 7650 7650 1179 1183
LNG becomes a more substantial ingredient in the U.S. gas supply mix. Jun 2008 7.732  7.732 7.732 +17.9 6
e Jul 2008 7017 70771 7077 +11.9 5
John Gerdes of Houston-based Gerdes Group said in a report Monday that Aug 2008 7817 7630 7630 +i79 fa
current $10/Mcf-plus prices are unsupportable under a variety of scenarios involv- Sep 2008 7.797 _7.620  7.620 +17.9 5
; emand destruction and conservation. Oct 2008 7.837 _7.650 _7.650 +17.9 6
ing weather, d man 5¢ fon . ) Nov 2008 8327 8327 8327 +179 5
Gerdes said he expects consumers to cut their gas consumption by 2% this Contract data for Friday
winter in response to record-high gas bills and that, combined with normal Volume of contracts traded: 67,042
weather, would send gas prices to an average of about $7/Mcf in 2006. Frontmonths open interest:
Even assuming a winter that is 10 degrees colder than normal and no conser- DEC, 49,348 ; JAN. 89,967 ; FE8, 30,693

vation by consumers, Gerdes sees average prices moderating to around $8.50/Mcf.
On the other end of the spectrum, significant conservation combined with a 10-

Henry Hub/NYMEX spread

degree warmer-than-normal winter would send prices down to $5.50/Mcf, he pre- 12.50
dicted. U e e
Merrill Lynch analyst John Herrlin reiterated his 2006 Henry Hub average 11.50 | e

price forecast of $6.75/Mcf, citing storage inventories that are now above 3.2 Tcf
thanks in part to a mild start to the heating season.
With a cumulative 442 Bcf curtailed in the Gulf, “storage is still full,” he said

| = Henry Hub cash price
—~-NYMEX front month close
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‘n a report Monday. “Weather can work both way, folks.”

~ Jefferies & Co. analyst Frank Bracken said Monday that although winter
weather remains a wild card, his reading of market dynamics indicates a consider-
able market stabilization, with prices falling to an average of $7/Mcf by mid-2006.

O S YN

More Gulf production restored;
shut-in volumes at 3.74 Bcf/day

QOperators returned another 274,000 Mcf/day
of Guif of Mexico gas to production over the holi-
day weekend, leaving the total amount of shut in
by Hurricanes Katrina, Rita and Wilma at 3.74
Bcf/day, the Minerals Management Service report-
ed Monday.

Slightly less than 20% of the Guif's production
platforms remain evacuated, MMS said, as cumula-
tive storm-related curtailments reached 442 Bcf, or
12% of the Gulf's normal average production.

Meanwhile, operators of onshore and shaliow-
water wells in a 38-parish region of southern
L.ouisiana hit by Katrina and Rita have now
restored 1.23 Bef/day, or 55% of pre-storm output
of 2.235 Bcf/day. That marked a slight increase
from Thursday's levels, the state Dept. of Natural
Resources said.

“We are sure that Gulf of
Mexico gas production will be
higher and strongly believe
onshore gas output will be high-
er,” Bracken said. “Bottom line—
supplies will be up. We also think
demand wili be down after an
incredibly hot summer. Our mes-
sage—normalization is likely.”

Bucking the trend was reli-
ably bullish Raymond James and
Associates analyst Marshall
Adkins. “We see no significant
near-term catalysts to alter the
declining supply picture,” he
said in a report. “This means
that outside of seasonally mild
weather demand, price rationing

remains the only viable option to balance gas markets.”

Much like in the 1970s, when oil production continued to fall “regardless of
how many rigs were drilling we think we are nearing (if not at) a similar crossroads
in the U.S. gas supply picture,” Adkins said, noting that gas production has failed
to rise over the past year despite a 25% increase in the number of rigs deployed.

Predicting that crude oil and gas prices would maintain a 6-to-1 ratio, he pro-
jected that prices at Henry Hub will average $9.25/Mcf in 2006, BH

T TR A A
Wyo. governor seeks money to help
localities cope with gas development

Wyoming Gov. Dave Freudenthal said Monday he
will ask the state legislature to earmark $100 million
to assist counties that are affected by gas develop-
ment in the state,

“The surge in natural gas production has strained
some local budgets in Wyoming to the breaking point
as towns and counties try to meet dramatically
increased needs for infrastructure,” Freudenthal said.
“Right now, the state gets the revenue, and the local
governments get the bill.”

The “special impact aid” is part of the governor's
total 2007-08 budget request of $319 million in local
community assistance.

Last summer, Freudenthal, a Democrat, asked the
Local Government Coordinating Council—created by
executive order in May 2003 to give more voice to
local governments in state policymaking—to analyze
the costs associated with gas and oil development and
to propose a plan to help localities deal with it.

“We can't expect to enjoy the revenues from the
increased natural gas production without paying the
price of supporting the communities where it has
impact,” Freudenthal said. “We began to address that
last biennium. But as the development, and its
impacts, continue, so should our aid for local govern-
ments.”

The money would go toward such projects as road
repair and dust mitigation necessitated by increased
truck traffic, and to repairing water and sewer systems,
the governor's office said. M
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Summer Strip 2006
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
December 12, 2005

Price
Pressure

Weather Comments

WSt forecasting warmer than normal for most of the country for
Long Term Weather Forecast > IDec-Feb. However, this forecast is from late November and
acknowledges the possibility of a cold December,

N Earthsal: " . closer to seasonal averages in most the East for
Mid Term Weather (30-60 da g

' mVvea ( vs) January as the strong December cold pattern ebbs somewhat *
6-10 day forecast T Nothing but Below and Much Below through day 10
Tropical Storm Activity T Dr Gray predicing another above average year for 2006

Storage Inventory

Storage withdraws for the week ending December Bth were 59
ki
EiAt Weekly Storage Report * BCF. Storage levels are 1% lower than last year at 3.2 TCF

industry Publications

Cambridge Energy Research Associates "North American gas prices will continue to experience downward
Remaining Winter 05-06. $10.44 <+ |price pressure unitl sustained colder winter weather arrives." -
Summer 2006 $8.37 November 18, 2005

“...over 20% stili remains shut-in and with winter temperatures
Paribas f having been lower...than last year at this time . if winter continues|
to be below normal. a supply issue may be faced."

"If they (NYMEX traders) trudge through the snow to get to work
Conoco Morming Briefing t}  |with what feels like North Pole winds blowing in off the Hudson
River, | think they might lean to the bull side today."

Government Agencies

Energy Information Administration

Remaining Winter 05-06- $11.51 + EIA's forecasted prices are much below cumrent NYMEX prices
Summer 2006: $8.14

Technical Analysis

Winter 2005-06 Strip Chart ¢  |Resistance at $15 17
Summer 2006 Strip Chart <+ {Uptrend will keep prices over $10.00
Rig Count <— 1Up 30 and remains high compared to last 5 years
Economy
Demand <y |EIA "Because prices remain high. 2005 total natural gas demand

will likely remain at about 2004 fevels

ElA: "Domeslic natural gas production in 2005 is expected to
Supply T decline by 3.8 percent due mainly to the hurricane induced
infrastructure disruptions "

Oil Market T Qil infrastructure in the Gulf took the same hits from Kaltrina and
Rita as the natural gas industry

Meeting Minutes: 10th Floor North Conference Room - 3:00 pm
Aftendees” .Jim Henning. Bill Tucker, Jeff Kem, Bob Bandenburg. Al Hartkemeyer
Cost averaging for the 12 month period Aprit 2006 - March 2007 will be priced out with three suppliers to run during January -
March Approximately #8% of sumimer supply will be locked in with cost averaging.  Since current cold weather is having a
bullish influence on prices. no additional fixed prices will be locked in at this time. However, prices will be monitored for an
opportunity to lock in additional volumes for January if prices fall into the low $ @ range

During the first week of January 2006 bids were requested for the cost averaging for both the summer strip (Apr06-OctD8)
and the 12 month strip (Apr06-Mar07). Bids were requested from . Y was the
only supplier willing to provide a cosl averaging based fixed price Al(hough‘.has provided this in the past, there are
new traders at their NYMEX desk who are unwilling to provide it iy bid flat for the summer strip or 4548 for the 12
months. Therefore, a cost averaging deal was locked in with @l for the summer strip to average the prices of the
NYMEX closing from January 9th through March 29th. (Il dth/day for CG&E and Wl dth/day for ULH&P)

Since January 2006 began with extremely wann temperatures, NYMEX prices dropped dramatically. Based on informal
discussions belween the Director of Gas Commercial Operations, Lead of Gas Procurement & Analysis, and the
Admistrator of Gas Transportation, @ dih/day for CG&E and 3l dih/day for ULH&P was locked in for April 2006 -
Oclober 2006 at YUINE/dih with SIS,
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Delivery
Month

Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Winter 05/06

Apr-06
May-06
Jun-06

Jul-06

Aug-06
Sep-06

Oct-06
Summer 2006

Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Winter 06/07

Apr-07
May-07
Jun-07

Jut-07

Aug-07
Sep-07

Oct-07
Summer 2007

Nov-07
Dec-07
Jan-08
Feb-08
Mar-08
Winter 07/08

Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-08
Oct-08

Summer 2008
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date Next Target (3/31/06)
Base Suppl Total Required Allowed

Dth/day Dth/mo ' Dth/day Dth/mo dth/day dth/day
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WSI Energycast Trader December-March Seasonal Forecast UPDATE
Issued November 23, 2005

Forecast Summary for December-February period

Noriheas!

- Low confidence, warmer than normal

- No change from November 15 forecast
Southeast

- Moderate/high confidence, warmer than normal

- No change from November 15 forecast
Norih Central
- Low confidence, cooler than normal
- No change from November 15 forecast
South Cenlral
- Moderate/high confidence, warmer than normal
- No change from November 15 forecast
Norilnvest
- Moderate confidence, cooler than normal
- No change from November 15 forecast
Soutlhest
- Moderate/high confidence, warmer than normal
- No change from November 15 forecast
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orecast Update

We have made no changes to our forecast. Medium-range models indicate that the
Bering Sea ridge will re-develop by the first of December, which is characteristic of
a negative PDO/negative PNA pattern. This will allow for Arctic air to flow directly
southward from the North Pole into western Canada as it did in early November.
Although the Pacific pattern is reverting to what it “should be”, the Atlantic pattern
has completely reversed during the couple of weeks, with blocking developing in the
northwestern Atlantic. Because of this, the Arctic air will not be contained in
western Canada, but will have an easy path into the north-central US. 1T this
jzattern persists, December will likely end up much colder than our forecast
indicates, especially in the northern Plains and Great Lakes states. Since it is still
eight days away from the start of the month, however, we have not made any
changes to our monthly forecast based on these medium-range signals. Please
continue to consult our 6-10 and 11-15 day forecasts to monitor trends in expected
December temperatures.

Detailed Forecast Discussion
Overview

The strongest temperature signals so far in November (below, right) are in the northern
Plains, where mild temperatures have been the rule, and in the Pacific Northwest, where
cool and wet weather has dominated. Our October forecast for November (below, left)
has underestimated the westward extent of the warm temperatures so far, but has
performed well otherwise. It had appeared that the warm forecast in the East may be in
Jeopardy, but the latest medium-range models now suggest a significant warm-up during
the last few days of the month that may “save” the forecast after all.
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EarthSat Energy Weather - Long Range

Forecasts: 30 - 60 Day Outlook
Wednesday I"'l‘ﬂ 1217105 .—,mj 10AM EDT
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Updated: Updated: 0
Dec 7, 2005 Dec 7, 2005 | |
DEGCEMBER 2005
PREVIOUS,
- ¥4 Cooling Expanded Again No Changes to January

Closer to Seasonal in West Big Risk is Extension

of Current Cold Pattern

Given the very strong start to December here, the forecast
needed to be revised colder. The Deep South, Midwest,
and Mid-Atlantic are all seeing colder changes with this
Qupdate. Much will depend on the final 1-2 weeks of the
month, but it appears that the very strong nature of the
pattern right now should at least guarantee a below normal
month for these aforementioned key areas. Slightly above
normal tempreatures are still favored on the West Coast.

averages in most of the East for January as the strong
December cold pattern ebbs somewhat. This is similar to
what happened in Dec-Jan 2000-2001 (although the
Midwest was warmer that year). One big concern is that
this pattern continues more strongly into January as seen
in other analog years (like 1985-86 and 1969-70). Either
way, a major warm month is not expected right now.

December HDD Forecasts January HDD Forecasts
forecast| 10-year|30-year|last year] forecast] 10-year|30-year]last year|
Chicago 1310.0 | 1116.3] 1151.0] 1121.0 Chicago 1301.0 | 1261.3] 1333.0] 1256.0
Philadelphia 9815 | 846.4| 857.0 | 846.0 Philadelphia 1051.0 | 995.8} 1020.0| 1029.0
Houston 445.0 | 367.5| 367.0 | 358.0 Houston 399.0 | 367.4] 427.0f 309.0

DECEMBER 1-6, 2005

of average temperatures from normal in Fahrenheit.

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html  (copyright 2005)

Maps above depict deviations




PSCKy Case No. 2005-00191
Page 162 of 237

EarthSat's Energy Weather

The 6 to 10 Day Forecast - Detailed Version
Zarrusar) Fidy gyl 12002005 gopyd 630AM.

Today's Forecast
Much Belows Farther To The West

The main shift in today's forecast is the movement of the
much belows away from the East Coast towards the
Midwest and Plains. This is mainly due to a strong high
pressure taking hold of the Central U.S., likely bringing
brisk Canadian air southward. Some model uncertainty
has arrived today, as the European output has changed
and varies with the American model. Both models,
however, agree upon a warm ridge keeping the West
Coast in the normals throughout, even though the cold
temperatures reach farther West across the Rockies.

N

FORECAST TEMP. DEVIATIONS

FORECAST VALID: Saturday, 12/17 CONFIDENCE: 6 FORECAST VALID: Sunday, 12/18 CONFIDENCE: 6

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
ABOVE............. +3F TO +7F -2F TO +2F BELOW.............cee... = 7ZF TO -3F

1 Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.earthsat.com/wx/energywx/index.html ~ (copyright 2005)



GAS DAILY

fHUHSUAY, UECEMBER 8, 2005

“I have so many utilities seeking supplies, spreads don’t even matter,” another
Rockies trader remarked.

Spot prices across the Pacific Northwest and western Canada climbed between
20 cents and nearly $1.20 as wintry weather lent support. In addition, “scarce
i)roduction out of British Columbia is busting prices” at Westcoast Energy’s sta-
tion 2, a trader said.

West Coast prices posted gains of between 65 cents and nearly $1 due to
weather-related demand and long-term weather forecasts for more of the same,
California and Texas-based traders reported.

“Cash is above the January NYMEX contract. It seems that a ot of people are
trying to take advantage of the high prices by taking a lot of gas out of storage,”
one Western trader surmised.

Although inventories remained low on the Pacific Gas and Electric system,
prices at the PG&E city-gate jumped nearly 70 cents from Tuesday to average in
the upper $12.70s. Malin, Ore., also climbed about 70 cents from Tuesday to aver-
age in the mid-$12.60s. .

In the producing basins, El Paso Natural Gas issued a strained operating condi-
tion for the second day in a row Wednesday with a 5% tolerance after with-
drawals from the Washington Ranch storage.facility remained at maximum capac-
ity and linepack steadily declined.

“I saw very high prices at the producing basins. Spreads to the West didn't
work though, so they are either holding on to their supplies or flowing east,” a
California trader said.

In the Northeast, price gains of 80 cents or more were common as tempera-
tures 10 to 15 degrees below normal and forecasts for a winter storm today and
Friday kept sellers busy.

But one trader said supply holders might want to cash in soon. “I think prices
have peaked—they're near the ceiling. It's probably a good time to start selling
the heck out of cash,” he said, adding that “everyone who can has already
witched over to other fuel sources.”

" Heating demand also lit a fire under Gulf Coast prices, which ran up between
nearly 40 cents and 60 cents. Henry Hub prices finished the day near the $14
mark. —Market Staff Reports

One Duke official cleared; jury still out on another

A Houston jury on Tuesday cleared a Duke Energy gas and power trading exec-
utive of charges that he falsified the company’s books in 2001 and 2002 in order
to boost the company’s profits and enhance his bonus. The jury will reconvene
this morning to consider the remaining 12 charges against another Duke official
facing similar allegations.

Advertisement

Natural executes capacity contracts
for expanslon of Its system In Texas

Natural Gas Pipeline Co. of America on Wednesday
said it had executed long-term contracts with shippers that
fully support an expansion of a portion of its Amarilio-to-
Gulf Coast line.

Natural, a Kinder Morgan subsidiary, said the $16 mil-
lion project will add 139,000 Dt/day of capacity by adding
approximately 9,500 horsepower at a new compressor site
in Morris County, Texas.

The portion of the socalled “A/G line” being expanded
is located downstream of Compressor Station 802 in
tamar County, Texas, and extends 95 miles east, terminat-
ing at the Gulf Coast mainline. Current capacity on that
segment is 662,000 Dt/day.

“The incremental capacity made available by this
expansion will provide producers in the growing Barnett
Shale supply basin with greater access to attractive mar-
kets via the {Natural] system,” said Scott Parker, president
of Kinder Morgan’s gas pipelines group. Parker added that
capacity on the A/G line was currently sold out.

Assuming regulatory approvals are obtained, the com-
pany expects to complete the expansion by Oct. 31, 2006.

Gray: Nine hurrlcanes, five major,
expected in Atlantic Basin in 2006

The Atlantic Basin can expect nine hurricanes and a
total of 17 named storms in 2006 in what is likely to be
another above-average year for tropical storm activity,
according to an early-season forecast by a team of meteo-
rologists at Colorado State University led by William Gray.

~ Five of those hurricanes are expected to be
intense—Category 3 or higher—but Gray predicts fewer
storms will make landfall next year.

Gray said there is an 81% chance that one major hur-
ricane will strike the U.S. coastline in 2006, which is
about 55% above the long-term average. {n addition,
there is a 47% chance that a storm will make landfall
along the energy-intensive Gulf Coast region, from the
Florida Panhandle westward to Brownsville, Texas.

However, it's unlikely that the same broad-scale
Atlantic steering currents that caused so many major
storms to come ashore in the past two years will still be
present through 2006, the CSU team added.

The forecast is based on historical averages, ocean
surface temperatures and atmospheric trends, Gray

noted. SGS

Real-time NYMEX® and COMEX® prices
are now available through any web browser.
Subscribe to NYMEX Direct™ setvices and gain

access to vital market information, including:

-+ Real-Time NYMEX and COMEX prices
+# Interactive charts with 30+ studies

* Custom workspaces

~ Dow Jones Energy News

< Weather maps

< Options data and much more...

TR
u,:::a &]‘}' M‘ &.:X © 2005 New York Mercantiie Exchange, Inc.

Real-Time Market Data Direct from NYMEX!

Now;, access to real-time market dara is easier
thaa ever — and it’s free for 14 days. We think
you'll agree that the up-to-the-minute prices,
charts and maps will prove to be an invaluable
trading tool. Sign up today!

For more information, click here.

Gopyright © 2005 The McGraw-Hill Companies
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA ElA NYMEX
{99/00-03/04) | (2003-2004) 18-Nov-05| 6-Dec-05 | 9-Dec-05

Jan | $5.98 $6.21 $11.230 | $12628 | $14.800
Feb | $5.20 $6.29 $10460 | $12.007 | $14.970
Mar $5.59 $6.30 $9640 | $9895| $14.660
Apr | $5.34 $7.32 $9.460 |  $8.394 | $11.250
May | $5.19 $6.75 $9.360 | $7.849 | $10.950
Jun | 3518 | $6.12 $9.100 |  $7.705 | $10.900
Jul | 3497 | $6.98 $8600 | $7.914 | $10.910
Aug | $4.91 $7.65 $7.760 |  $8.097 | $10.960
Sep | $5.29 | $10.85 $7.150 |  $8.394 | $10.920
Oct | $5.92 $13.91 $7.160 | $8.671| $10.980
Nov | $665 | $13.83 $7.230 | $9.113 | $11.600
Dec $6.09 $11.18 $7.310| $10.630 | $11.900
12Month Avg  $5.53 $8.62 $8.705  $9.275  $12.067
Summer Average $8.370 $8.146 $10.981
Winter Average $9.174 $10.855 $13.586

i $17.00

| $13.00
st100 b
$9.00
$7.00 |

$5.00

$3.00

P$1500 Lo
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Apr May Jun Ju
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Monthly Briefing

CERA ADVISORY SERVICE

North American Natural Gas

THE BELT LOOSENS A NOTCH

NORTH AMERICAN GAS PRICES TO RISE ON COLDER DECEMBER WEATHER

Faced with its most difficult test, the North American gas market has responded
smartly—and gotten a little lucky as well. Fuel switching and a milder-than-normal

DATE start to the winter have dampened gas demand. These developments have allowed
November 18, 2005 North American gas storage inventory to grow more strongly than expected,
exceeding last month’s outlook by an additional 78 billion cubic feet (Bcf) as
of the end of October. The additional supply available has reduced Henry Hub
spot prices from an average $13.39 per million British thermal units (MMBtu)
for October to $9.87 for the month of November through November 14. Regional
prices are even lower, demonstrating a continued disconnect between Henry Hub
and most other points, including nearby points in Louisiana. North American gas
prices will continue to experience downward price pressure until sustained colder
winter weather arrives. When the colder weather does arrive in December, we
expect Henry Hub gas prices to bounce back from November levels and average
$11.41 per MMBtu for the month (see Table 1).

The large swings in price are due to the nature of this gas market with its very
tight supply-demand balance. In this market, both supply and demand are highly
price inelastic. Rebalancing the market in response to a demand event thus
requires a much larger movement in prices than was the case in the supply-flush
1990s. Although the effects of high prices on consumers are unpleasant, the high
prices we have seen this fall have served a purpose. Higher prices provided the
economic incentive for additional exports from Canada and higher utilization of
the limited fuel-switching capability still available. Higher prices have also had
the effect of forcing resilient industrial demand out of the market. This is the
nature of inelastic demand, and it is what we should expect for the remainder of
this winter—that is, small supply or demand changes will have a large impact
on prices (see Figure 1).

Note: All prices are in US dollars unless otherwise indicated.

Thisreport was prepared by (ambridge Energy Research Assodiates, Inc (CERA}, and is not to be redistributed ot reused in any manner, with the exception of clientinternal distribution as follows: CERA strives to be supportive of dient internal
distribution of (ERA content but requires that (ERA content and information, induding but not limited to graphs, charts, tables, figures, and data, are not to be disseminated outside of a dlient organization to any third party,including a client’s
customers, financial institutions, consultants, or the public Content distributed within the client organization must display (ERA' legal notices and attributions of authorship Some information supplied by CERA may be obtained from sources
that (ERA believes to be reliable but are in no way warranted by CERA as to accuracy or completeness Absent a spedific agreement to the contrary, (ERA has no obligation ta update any content ot information provided to  dient

The CERA Monthly Briefing is part of CERA's Retainer Advisory Service. For more information, please call +1617 866 5000 (USA} or -+33 (0)1 42 44 10 10 (France), or e-mait info@cera.com
In the USA: 55 Cambridge Parkway, (ambridge, MA 02142, USA In Europe: 21 boulevard de Ia Madeleine, 75038 Paris, Cedex 01, France

©72005, Cambridge Energy Research Assodates, Inc !"\i }E;ﬂf‘

www.cera.com
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BNP Paribas Natural Gas Market Watch 2005
BNP PARIBAS

A fowets Catemablen G amat Peinet

Commentary

Rallying to achieve a new all time high for a spot month, Jan exploded
higher to trade 15100 at the end of the session. The fact that a withdrawal
of 59 befiwk was seen in the storage report was not responsible for this
strength. Although a ‘high percentage of shut-in gas from the hurricane
damages has been restored, over 20% still remains shut-in and with winter
temperatures having been lower in the Northeast than last year at this time
there are concerns that if winter continues to be below normal a supply

issue may be faced. Therefore it is likely that at this time any pullbacks will
be viewed as buys.

Scott Allen
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Although the information in this report has been obtained from sources which BNP Paribas believes to be
reliable, we do not represent or warrant its accuracy, and stich information may be incomplete or condensed.
All.estimates and opinions included:in this report constjttife our judgement as of the date of the report and may
be subject to change without notice. BNP Paribas 9rxi(s affifiates may, from time to time, have a position or
make a market in the financial preducts mentioned in this report, or in derivative instruments based thereon. - o
BNP Paribas shall not be responsible for the’consequences of reliance upon any opinion or statement . DBNP PARIBAS
contained herein or for any omission or error of fact. This report is confidential and is being submitted to T et

selected recipients only. This report may not be reproduced {in whole or in part) to any other person without
the prior written permission of BNP Paribas. Copyright © BNP Paribas (2005) All rights reserved.
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. Natural Gas, Gas Liquids and valy markec
v -
Conocophi"ips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649
. Email: James.W.Duncan@conocophillips.com
, December 9, 2005 @ P
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Colclicrbagcem er Weather Triggers January Rally To New Contract Highs

A Teretiin

v Supported to Calf... Then Bearish January Natural Gas Closed i 129, 4¢ 30-Day: Cub
Bottorr Line — The cold weather remains the key fundamental in today's marketplace, but e of the long-look weather
models came back after their overnight runs with much warmer temperatures in the 8 to 15 day timeframe. If that gets into
the market good, you could see long liquidation into the settle today. | still like that idea anyway since there’s a lot of long
positions in the market that can only turn to liquid. through liquidation. does that make sense? Regardless, something
like that wouldn't happen till late in the session and only if the rest of the complex is showing signs of weakness
Yesterday’'s Market

*+ An extremely cold arctic front moved through the Upper Midwest and South Central U.S. yesterday dropping temperatures
precipitously in its wake As if on cue, NYMEX January prices responded directly and inversely proportionate to the
direction and magnitude to the latent thermal energy decline. That means prices went up as temps went down. In a flurry
of short covering and technical buying, January stampeded to an all-time high of $15.10, en route to its most expensive
settlement ever at $14.994 - a full $1.294 over Wednesday. Among other things, a lot of buy stops got tripped. Other than

$15.100 the slightly higher than expected storage number released earlier in the day, there was no new news of note out there - it
was all technical. If you wanted to find something fundamentat to explain the price movement, you could have pointed to
the prospect of a winter storm hitting the East Coast and chilly early winter temperatures sticking around for at least
$14.994 possibly through the end of the month. The strength natural gas market leaked over to the rest of the energy complex as
well. NYMEX crude oil jumped $1.45 higher to close at $60.66

Joday's Market
- The winter storm that's bearing down on the Northeast is arriving as you read this...that is, if you read this when | send it.
That means morning rush hour in New York could be fraught with wicked wind and frigid temperatures. That will “temper”
the resolve of NYMEX traders at the least. If they trudge through the snow to get to work with what feels like North Pole
$14.000 winds blowing in off the Hudson River, | think they might lean to the bull side today. -
$14.000 - Tt'is rarély a bearish sign when a market raliies to new all time highs However we see two reasons to avoid adding to
NatGas length up here The first two reasons are seasanal factors. There is a tradition of Q4 to Q1 dumps, and the 15 year
average pre-season rally added to the 7,140 summer low targeted the 15,280 area. NaiGas is there

Access Trading 12/9/2005 8:29 AM Natural Gas $14.860 {13.4¢)
WTI Crude $60.610 ($0.05) |IPE Brent $59.000 $0.30

10 Day Temperature OQutlook. .. Today’s High Temperatures Tounight’s Low Temperatures

/

Weather Briefs — Cold To Continue In The East Through

Next Week — Upper Midwest And Midcontinent Continue To
See Well Below Normal Temperatures ~ West Dry And Cold

Next Week’s Storage Withdrawal Expected At
150 to 170 Bcf

Yesterday morning's inventory report was little more than an e
afterthought despite its mildly bearish figures. The EIA o i Sl

reported that 59 Bcf of gas was withdrawn from stocks last The much below normal temperatures will continue over the
week bringing the total to 3,166 Bcf - 58 Bcf under last year at East into next week as a reinforcement shot of cold air arrives
his time but 205 Bcf above the five-year average. Market this weekend. Overnight lows will average well below normal,

. . with widespread teens and 20s forecast throughout the
players had come into the day generally expecting a draw near Midwest, Ohio Valley, and Northeast. The cold weather will

65 Bcf. persist in the Southeast as well.

ConocoPhillips Co. Page 1 12/9/2005
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U.S. Petroleum Markets

Total U.S. petroleum demand in 2005 is projected to average 20.6 million bbl/d (0.5
percent less than the 2004 level) because of hurricane-related disruptions and higher
prices. Petroleum demand in 2006 is estimated to average 21.1 million bbl/d, 2.3
percent more than in 2005 (Figure 9. U.S. Petroleum Products Demand Growth).

Total U.S. refinery output this year is projected to decline by about 0.3 percent
compared with 2004 because of hurricane outages. A warmer-than-normal October
and an increase in product imports continue to keep total product inventories at
levels close to the average of the last few years. Current distillate fuel and jet fuel
inventories remain above last year's levels, but motor gasoline and residual fuel oil
inventories continue to lag behind (Figure 10. U.S. Gasoline Inventories).

U.S. Natural Gas Markets

Because prices remain high, 2005 total natural gas demand will likely remain at
about 2004 levels, then increase by 1.0 percent in 2006, assuming a return to normal
weather and expected reactivation of damaged industrial plants in the Gulf of
Mexico region (Figure 11. Total U.S. Natural Gas Demand Growth). Residential
demand is projected to decline by about 1.7 percent in 2005 mostly in response to
relatively weak heating-related demand during the latter part of last winter, while
industrial demand is estimated to decline by 7.5 percent in 2005 due to the much
higher prices for natural gas as a fuel or feedstock. By 2006, both end-use sectors are
expected to recover somewhat, with residential demand projected to increase 2.4
percent from 2005 levels and industrial demand to increase by 4.6 percent.

Domestic dry natural gas production in 2005 is estimated to decline by 3.8 percent,
due mainly to the hurricane-induced infrastructure disruptions in the Gulf of
Mexico, then increase by 4.8 percent in 2006. Total liquefied natural gas (LNG) net
imports for 2005 are estimated to remain at their 2004 level of approximately 650 bcf,
then increase in 2006 to an average of about 1,000 bef.

On November 30, working gas in storage stood at an estimated 3,170 bef, a level 74
bef below 1 year ago but 6.3 percent above the S5-year average and about 150 bef
above the level projected in last month’s Outook. End-of-year storage levels are
estimated to be 8.9 percent lower at end-2005 than they were at end-2004. Natural
gas storage levels at the end of 2006 will likely match the 2005 level (Figure 12. U.S.
Working Natural Gas in Storage). Hurricane-related natural gas production losses
have reduced the amount of natural gas available for the market, which increases

the projected requirement for withdrawals of gas from underground storage this
winter.

Electricity Demand

Weather conditions and continuing economic growth are estimated to increase
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
January 24, 2006

Weather

Price
Pressure

Comments

Long Term Weather Forecast

t

WSH: “ . we do feel that the odds of a rather cold February,
especially in the eastern US, have now gone up considerably.®

Mid Term Weather (30-60 days)

Earthsat: ".. February has a chance to see colder weather more
in line with December rather than this incredibly warm month of
January."

6-10 day forecast

Nothing but Above and Much Above through day 10

Tropical Storm Activity

Dr Gray predicing another above average year for 2006

Storage Inventory

EIA Weekly Storage Report

Storage withdraws for the week ending January 19th were 46
BCF. Storage levels are 2% higher than last year at 2.6 TCF.

Industry Publications

Cambridge Energy Research Associates
Summer 2006: $8.19
Winter 2006/07 - $7.32

t

“Unseasonable strong February demand could send price
skyward once again.”

"Assuming normal weather, prices should stabilize somewhat in
Feburary.."

Paribas

"Despite weather forecasts not impressive enough to warrant
such strenth, it is likely that prices have seen a bottomn due to the
strength of the rest of the energy complex.”

Conoco Morning Briefing

t

Short term: Bearish
Long term: Bullish

Government Agencies

Energy Information Administration

ElA's forecasted prices are higher than NYMEX in the short term

Summer 2006 $8.91 hias and lower in the summer. (partially due to EIA's report being a
Winter 2006/07. $10.08 few weeks old)
Technical Analysis
Winter 2006-07 Strip Chart <+—  Range bound between $10 - 12,
Summer 2006 Strip Chart ¢ Stilt has room to move down without breaking long term trend
Rig Count <— Down 2 but remains high compared to last 5 years
Economy
EIA: "Because natural gas prices remain high and summer
Demand <+— |weather in 2006 is expected to be cooler than in summer 2005,
total natural gas demand in 2006 will likely remain at about 2005
levels. "
Suppl ¢ EIA: "Dry gas production is projected to increase by 3 8 percent
bRy in 2006 and 1.1 percent in 2007 "
Oil Market T Oil prices up due to “fear premium” stemming from political

turmoil in oil-rich nations

Meeting Minutes: 10th Floor North Conference Room - 2:00 pm
Attendees: Jim Henning, Bill Tucker, Jeff Kemn, Laura Schmidt
Since the market could turn around at the first sign of a colder than normal forecast, another@% will be locked in for
March, still leaving a smali amount that can be locked in on the day that the EGC is calculated. |n addition, preparations
for receiving bids for April 2006 through October 2008 will begin to take place in early February. Since forecasts are
calling for a colder than normal February, the price is likely to be fower than waiting until the end of March

Due to revised base supply quantities for the summer of 2006, the percentage hedged is already near 88%. Therefore,
bids for the long term fixed price were sought for November 2006 through October 2008. Three suppliers were
contacted, WNNCSINCERENER QK bid the lowest price at SEMB/dth so WIMEE dth/day for CGAE and e
dthiday for ULH&P were locked in at Columbia Gulf Onshore. (G and QESINPOId SERE and Y respectively)
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Delivery
Month

Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Winter 05/06

Apr-06
May-06
Jun-06

Jul-06

Aug-06
Sep-06

Qct-06
Summer 2006

Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Winter 06/07

Apr-07
May-07
Jun-07

Jul-07

Aug-07
Sep-07

Qct-07
Summer 2007

Nov-07
Dec-07
Jan-08
Feb-08
Mar-08
Winter 07/08

Apr-08

May-08
Jun-08

Jul-08

Aug-08
Sep-08

Oct-08
Summer 2008
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date
Total

Next Target (3/31/06)
Allowed

Base Supply Required

Dth/day Dth/mo Dth/day Dth/mo dth/day

dth/day



Total
Amount Apr-06

9-Jan
10-Jdan
11-Jan
12-Jan
13-Jan
17-Jan
18-dan
19-Jan
20-Jan
23-Jan
24-Jan
25-Jan
26-Jan
27-Jan
30-Jan
31-Jan

1-Feb

2-Feb

3-Feb

6-Feb

7-Feb

8-Feb

9-Feb
10-Feb
13-Feb
14-Feb
15-Feb
16-Feb
17-Feb
21-Feb
22-Feb
23-Feb
24-Feb
27-Feb
28-Feb

1-Mar

2-Mar

3-Mar

6-Mar

7-Mar

8-Mar

9-Mar
10-Mar
13-Mar
14-Mar
15-Mar
16-Mar
17-Mar
20-Mar
21-Mar
22-Mar
23-Mar
24-Mar
27-Mar
28-Mar
29-Mar

]

Basis to Columbia Gulif Onshore

PSCKy Case No. 2005-60191

The Union Light Heat & Power Company
Hedging Program for Summer 2006
Cost Averaging with {

Closing Price 12 Month Total
May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 Strip Cost

Page 175 of 237

Locked in
To Date

Price to be paid for I delivered April 1, 2006 to October 31, 2006: :
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Typically the warming proceeds downward towards the surface over a period of 2-4
weeks, resulting in significant and widespread high-latitude blocking and a strong
negative AO event. The last warming event started in mid-December 2003 and impacted
the US in early January 2004. The figure below emphasizes the similarity between these
two times by showing the similar locations and magnitudes of the stratospheric warming
in extreme northern Canada. You may remember January 2004 as one of the coldest
months on record in many parts of the Northeast.

b A T €) Composite Anomedy b Ar ) e
mb %76‘)1;‘((0)12/21/0}\: b AT mm();W boomcly

1 /1108 1ot

Temperature anomalies at 50 mb on December 21, 2003 and January 11, 2006

We are not saying that this particular event will evolve in exactly the same way as
the January 2004 event, but we do feel that the odds of a rather cold February,
especially in the eastern US, have now gone up considerably.

Further support for a cold February in the East comes from an analysis of analog years.
Our analog technique has found a very strong match, particularly the winter of 1962-63.
Similar to this winter, 1962-63 had a negative PDO, a negative Multivariate ENSO Index
(MEI), a warm Atlantic, and a relatively large and negative QBO. The graphics below
detail that brutally cold winter. Of course, one can correctly argue that the PDO is no
longer negative and that the analog technique failed horribly in January. While this is
true, our technique (which has been tested over more than 50 winter seasons) still
suggests that the 1962-63 analog is a good match. The 1962-63 winter was one of those
rare occasions where a negative PDO did not result in a warm winter in the southeastern
US. This analog technique, along with moderate support from our other models as
well as the potential impending stratospheric warming event, has led us to enhance
the magnitude and confidence of our cold February forecast in the East.
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MDA EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

FEARTHSAT Wednesday IEI." 1/18/06

FEBRUARY 2006

- 2F \

Updated:
Jan 18, 2006

0

Oy 945AMEDT girmal MR roiriagisyay

MARCH 2006

-2F

\‘.' S ‘ B~

R
— ‘ 'Q) 9
+2F %‘ !‘

‘ TS ' ‘(g .

i ‘ )

FEBRUANY 2006

No Changes to February

Cooler Themes Still Favored
to Return After Major Hiatus
in January

e ons |
The February outlook will remain unchanged with this
update. There are plenty of big questions here, but the
recent and consistent model trends toward pattern re-
adjustment in the coming weeks suggest that even the
dynamical models believe that February has a chance to
see colder weather more in line with December rather than
this incredibly warm month of January. Hopefully, there will
be increased forecast confidence by next week here.

February HDD Forecasts
forecast| 10-year| 30-year|last year|

Chicago 144001 o73.7] 10750] 9120
Philadelphia 9200 783.5| 858.0] 810.0
Houston 270.0 | 261.6] 298.0] 214.0

Updated:
Jan 18, 2006

ARCH 2006

..‘ |
Mid-Continent Warmth
Expanded

No Changes to Northeast

The new March update offers an expansion of the above
normals in the Midwest and Deep South. If the cycle of
this winter continues and February indeed verifies colder
again, then March might see a stronger rotation around to
the warm side. This is a sharp contrast to last year's very
cold March verification. The ENSO analogs still suggest
some continued cooling potential in the Northeast, where
the North Atiantic Oscillation will need to be monitored.

March HDD Forecasts

forecast{10-year}30-year}last year|
Chicago 855.0 | 872.8] 8s58.0] 930.0
Philadelphia 705.0 669.6} 681.0 789.5
Houston 121.0 152.7 156.0 150.5

el

Maps above depict dev:atlons of average temperatures from normal in Fahrenheit.

MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal.com/wx/energywx/ (copyright 2006)
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MDA EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version

'ARTHSAT|  Monday

Today's Forecast

Warm Outlook Everywhere East Of The Rockies
The trend of warm temperatures continues throughout the
6-10 day period, this time with the swath of much aboves
extending from the Rockies all the way to the East Coast
most of the period. The connection between the cool
troughs moving across the country and the cold Arctic air
that created the cold temperatures earlier this winter still
has not been made in the models. The West Coast
deviates from the warm trend of the East Coast yet again,
staying near normal while the Desert Southwest and
Western Rockies are above normal throughout.

PREVIOUS

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
30VE....cceeenees +3F TO +7F -2FTO +2F BELOW.......c.cccceneeee =7F TO -3F
l Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal.com/wx/energywx/  (copyright 2006)



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
{99/00-03/04) | (2003-2004) 17-Jan-06 | 10-Jan-06 | 23-Jan-06

Feb | $5.20 $6.29 $9.230 | $11.500 | $8.574
Mar | $559 $6.30 $8.370 | $10.998 |  $8.757
Apr | $5.34 $7.32 $8.960 | $10310| $8.847
May | $5.19 $6.75 $8.850 |  $9.303 |  $8.947
Jun | $5.18 $6.12 $8.880 | $8.777 |  $9.042
Jul | $4.97 $6.98 $8.600 | $8.315| $9.132
Aug | $4.91 $7.65 $7.760 | $8.348 | $9.212
Sep | $5.29 $10.85 $7.150 | $8.287 | $9.257
Oct | $5.92 | $13.91 $7.160 | $9.026 |  $9.337
Nov | $6.65 | $13.83 $7.230 | $9.970 | $10.142
Dec | $6.09 | $11.18 $7.310 | $11.265| $10.852
Jan | $6.27 | $11.43 $7.360 | $11.344 | $11.347
12Month Avyg  $5.55 $9.05 $8.072  $9.787  $9.454
Summer Average $8.194 $8.909 $9.11
Winter Average $7.900  $11.015 $9.934

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

Feb Mar

Apr May Jun Jul
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Nov Dec

Jan
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CERA ADVISORY SERVICE

North Arnerican Natural Gas

- Monthly Briefing

DOWNWARD TRAJECTORY

NORTH AMERICAN GAS PRICES FALL ON MILD WEATHER; FEBRUARY PRICE SURPRISE

POSSIBLE
The winter weather roller coaster continues into 2006, with Henry Hub gas prices
DATE declining 43 percent in 31 days to $8.54 per million British thermal units (MMBtu)
January 17,2006 on January Il after reaching $15.01 per MMBtu on December 11. CERA expects

weather-induced price volatility to continue for the remainder of the winter because
in a tight market such as this one, small amounts of incremental demand will
cause prices to rise precipitously, just as small amounts of incremental supply can
tumble prices suddenly. The market has experienced this in November, December,
and now January. More of the same should be expected in February. Of one issue
we are certain: absent a major supply disruption, remaining storage inventories
combined with North American flowing production will be sufficient to meet
the remaining winter demand without widespread curtailments even if weather
is colder than normal through the end of winter. Unseasonably strong February
demand could send prices skyward once again. However, the combination of mild
‘weather early in Januzﬁ:)‘/ and the market's psychological response to adequate
storage inventories has allowed for bearish market sentiment to take hold, leading
to rapidly declining prices. If weather is colder than normal in February, demand
will increase sharply, and prices will follow, Assuming normal weather, prices
should stabilize somewhat in February and average $9.23 per MMBtu at Henry
Hub (see Table 1)

Three key pillars of price support have been removed since last month. Therefore,
CERA expects that prices will continue on a downward trajectory until spring.
One of these pillars was fear of a supply shortage. As we discussed last month,
CERA believed that fear, translated into a risk premium by the forward gas market,
was keeping prices at elevated levels. The warming trend of late December and
early January limited demand and brought storage inventory to more comfortable
levels. The easing of anxiety about the possibility of curtailments has allowed
for prices (o fall dramatically. Even if weather returns to colder than normal for
the remainder of the winter, CERA estimates that US storage inventories would

Note: All prices are in US dollars unless otherwise indicated.

This teport was prepared by (ambridge Energy Research Associates, inc {CERA), and is not to be redistributed or reused in any manner, with the exception of client internal distribution as follows: CERA strives to be supportive of dient intemal
distribution of CERA content but requires that (ERA content and information. induding but not limited to graphs, charts, tables, figures,and data, are not to be disseminated outside of a dient organization to any third party, including a dient's
customers, financial institutions, consultants, or the public Content distributed withn the client organization must display (ERA's legaf notices and attributions of authorship. Some infarmation supplied by CERA may be abtained from sources
that (ERA befieves to be reliable but are in no way warranted by CERA as to accuracy or completeness Absent a spedific agreement to the contrary, CERA has no obligation to update any content or information provided to a lient

The CERA Monthly Briefing is part of CERA's Retainer Advisory Service For more information, please call +1617 866 5600 (USA} or +33 (0)1 42 4416 10 (France), o e-mail info@cera com,
In the USA:55 (ambridge Parkway, Cambridge, MA 02142,U5A.In Eurape: 21 boulevard de 1 Madeleine, 75038 Paris, Cedex 01, France.

©2006, Cambridge Energy Research Assodiates, lnc.
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MONTHLY BRIEFING

Table 1
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Spot Natural Gas Price Outlook: Henry Hub Benchmark
(nominal US dollars per MMBtu)

2000 2001 2002
January 2.40 8.45 2.29
February 2.66 5.65 2.27
March 2.78 515 3.00
April 3.02 5.20 3.37
May 3.57 42 3.51
June 430 372 3.20
July 4.04 3.07 2.99
August 438 3.01 3.08
September 5.01 2.19 3.50
October 5.03 242 4.08
November 5.49 237 4.06
December 8.75 237 474
Year Average 4.29 3.98 3.34

Source: Cambridge Energy Research Associates Historical data derived from Platts Gas Daily

2003 2004 2005 2006 2007
5.39 6.03 6.17 9.70 7.36
7.00 5.41 6.09 9.23 7.37
6.37 5.38 6.91 837 7.32
5.27 5170 7.19 8.96 7.25
5.77 6.28 6.47 8.85 6.78
5.80 6.26 7.17 8.88 6.82
5.04 5.92 1.57 8.60 6.33
4.96 5.43 9.29 1.76 6.35
4.6 499 12.11 7.15 6.38
4.65 6.24 13.36 7.16 6.40
4.45 5.88 10.30 1.23 6.47
6.12 6.63 12.98 7.31 6.51
5.45 5.85 8.80 8.27 6.78

Excel tables are available in the North American Natural Gas dlient services area at www.cera.com

end March with no less than 830 billion cubic feet
(Bcf), 100 Bcef above the historical low for March.
The milder weather and lower prices have also
allowed local distribution companies to tap into
storage inventories with confidence. Many storage
fields require minimum withdrawals before the
beginning of the injection period. Some holders of
storage will have a financial incentive to monetize
a portion of their inventories before the spring,
freeing up supply. The final pillar of price support
has been the hurricane-related supply outages in the
Gulf of Mexico. In February we expect 600 million
cubic feet (MMcf) per day more supply to return
to production, reducing average February outages to
1.6 Bcf per day. These three main pillars of price
support have been removed, and therefore CERA
expects that prices will continue on a downward
path until April.

The market has been so fixated on the price decline

in January that it could be caught off guard if weather

returns to historical norms. Prudence dictates that

market participants should be mindful of the potential

for a February price surprise. February is the second
highest demand month in North America, with
normal-weather demand averaging over 90 Bcf per
day Higher oil prices will contribute to increased
gas demand in February (see Figures | and 2).
CERA expects gas to price below both distillate
fuel oil and 140 percent of residual fuel oil prices
in the US Gulf Coast and in the Northeast markets
in February. This will limit the amount of distillate
fuel and residual fuel oil displacement of gas-fired
power generation and increase gas demand in the
power sector. The impact of increased demand from
the power generation sector will be augmented by a
continuation of supply constraints on the Gulf Coast,
where 1.6 Bef per day of supply will remain offline
in February in the wake of last fall’s hurricanes.
Moreover, although liquefied natural gas imports are
expected to increase in February, North America will
not fill its regasification terminal capacity because
of the pull of winter demand in Europe. As a result,
storage will make up the slack, with North American
withdrawals of over 23 Bcef per day (see Figure 3).
The tight balance should also raise prices slightly
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H . <20 January
, BNP Paribas Natural Gas Market Watch 2006
y BNP PARIBAS
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Commentary

With the rest of the complex so strong overall, Feb continued the rally from the
previous session although moderate volume traded Despite weather forecasts not
impressive enough to warrant such strength, it is likely that prices have seen a
bottom due to the strength of the rest of the energy complex. Although a
breakthrough of 10000 is possible, unless the weather turmns much colder it is
unlikely that prices will be able to be sustained above 10000.

Scott Allen
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Although the information in this report has been obtained from sources which BNP Paribas believes to be
reliable, we do not represent or warrant its accuracy, and such information may be incomplete or condensed.
Allestimates and opinions included in this report constitute our judgement as of the date of the report and may
be subject to change without notice. BNP Paribas or its affiliates may, from time to time, have a position or

make a market in the financial products mentioned in this report, or in derivative instruments based thereon. - i o
BNP Paribas shall not be responsible for the consequences of reliance upon any opinion or statement i DBNE PARIGAS
contained herein or for any omission or error of fact. This report is confidential and is being submitted to T D Geadtintua s X

selected recipients only. This report may not be reproduced (in"'whole or in part) to any other person without
the prior written permission of BNP Paribas. Copyright © BNP Paribas (2006). Al rights reserved.
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. Natural Gas, Gas Liquids and vally Markec
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649
Email: James.W.Duncan@conocophillips.com
Monday, January 23, 2006 © PR

(I-Day Indicator)

Colder Weather Forecasts And Higher Crude Lifts February 37.5¢ Higher

Today: Bearish February Natural Gas Closed Up 37.5¢ 30-Day: Calf
Bottom Line — Weather forecasts have become as volatile as prices. The bearish-leaning forecasts and weaker

overnight crude oil prices will hold prices in check today as meteorologists try to interprel Their math. 1he

geophysics hasn't changed from Friday, but the interpretation of that data is bearish.. today.
Yesterday's Market

* A rallying crude oil market and pre-weekend technical buying caused February to shoot up the charts on Friday, finding a
high of $9.44. The front month contract came to rest at $9.28, 37.5¢ higher on the day. February crude oil rocketed better
than a dollar and half higher to settle at $68.35 as tension remains over production from Nigeria and lran.

Today's Market

« The funds increased long and short positions in gas futures contracts last week. Noncommercial traders were 67.4% short
$9.440 as of Jan 17", compared with 67.42% short a week earlier. That's not the significant part, however. The funds overall
holdings increased by 10,950 lats to 145,663 contracts, compared with a total of 134,713 contracts as of Jan 10", | think
that WILL be significant if we get a bullish weather forecast that sticks around this week or next. The funds were net short
by 50,677 lots as of Jan 17", compared with 46,947 a week earlier. They held 98,170 short positions as of Jan 17", up
$9.280 from 90,830 a week earlier, while their long positions increased to 47,493 from43,883 contracts as of Jan 10,

» Natural gas continues to be underpinned by mild weather and technical weakness. Season to date, national heating
degree-day temperatures are averaging 8.1% warmer than normal and 0.6% colder than last year. | still say there's a
).110 bearish end to this winter waiting for us, but the fireworks between now and then will remain; up on cold air, down on warm
' forecasts, up on geopolitical chaos and bullish crude oil, down on relative peace. Anyway, the past three weeks has left

the market in a grossly oversald technical condition and very vulnerable to a sharp bullish reversal, especially if the
$9.060 weather on the outer fringeof The Torecast in early February shifts back to even more seasonably cold weather. | think that
day is coming, and it will fikely show up during bidweek, which starts this week. )

Access Trading 1/23/2006 8:04 AM Natural Gas $8.615 (66.5¢)
W TI Crude $68.060 ($0.42) |IPE Brent $66.250 ($0.21)

10 Day Temperature Outlook...

¢ Tempe
£ el

b : : ﬁ e &%
Weather Briefs — Wintry Weather Inundates Northeast This
Morning — Thunderstorms Across South...With Cooler Temps
- Fair and Mild Across Midwest — Strong Santa Ana’s West

I'm looking for a draw of 68 Bcf this week...

For the week ending January 20, my forecast calls for a draw
of 68 Bef. Like the past three weeks, this week's draw will
likely be the smallest draw ever for this week and will be much

JE

lower than last year’s draw of 230 Bcf, the three year average | The geophysics of the northern hemisphere hasn’t changed
draw of 224 Bcf, and the five year average draw of 181 Bcf. | from the Friday dynamics | relayed to you. What has changed is
fhe current inventory level is 2.575 Tcf, and we are now 75 the way in which the forecasters interpret their data. At this

stage of the winter..with more recent warm weather days than
cold...it’s "safer” to forecast above normal temperatures than
take a chance and call for a return to winter conditions. | do
see colder temps coming, but an extended winter is doubtful.

ConocoPhillips Co. Page 1 1/23/2006

Bcf above last year, and 433 Bcf above the five year average.
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. Natural Gas, Gas Liquids and Daily Market
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst M
(281) 293-1649

Email: James.W.Duncan@conocophillips.com |

8.650 8.880 8.970 Support Levels: 8.460 8.330 8.150

\ NatGas: February was lower ovemight hinting that a two-day bounce has come to an end. At the same time, stochastics and the RSI have

] 5{;\ tumed bullish hinting that a short-term low might be in or is near. Multiple closes above the 10-day moving average crossing at 9.059 are

> .- needed to signal that a low has been posted. If February extends this winter's decline, the reaction low crossing at 8.30 is the next downside
4 target

Crude: March was lower ovemight due to profit taking as it consolidates above the 75% retracement level of the August-November decline

crossing at 67.57. Stochastics and the RS! are overbought, but are neutral fo bullish signaling that higher prices are possible near-term. If

% March extends the rally off November's low, the August high crossing at 71.11 is the next upside target. Closes below the 10-day moving

= verage crossing at would signal that a short-term top has been posted.

Resistance Levels:

Crude O2 OPEC Basket Price: Unch @ $57.71 OPEC Weekly Average: Unch @ $57.13

NYMEX
Crude

Closes
@ $68.48/BBL

4 $1.29

Support levels
67.50 67.10 66.80

Resistance levels
68.50 69.20 69.90

NYMEX Petroleum Products
Close Chglcls
Heating Oil 1.867 0070
Unleaded Gi1.817 0041

API/DOE News...
APl Quick Summary* DOE QUICK SUMMARY*
Week Released 1/19/2006 End 1/13/06 End 1/06/06 CHANGE| Week Released 1/19/2006 End 1/13/06 End 1/06/06 CHANGE
Crude Oil Stocks 320,115 316,228 3,887 Crude Oil Stocks 321,434 318,693 2,741
Mogas Stocks 213,585 210,673 2,912 Mogas Stocks 211,635 208,778 2,857
Dist Fuel Stocks 138,542 139,515 -973 Dist Fuel Stocks 134,677 133,766 911
Resid Fuel Stocks 37,827 38,291 -464 Resid Fuel Stocks 39,676 39,304 372
Crude Oil Imports 9,405 9,827 -422 Crude Oil Imports 9,846 9,870 -24
Product Imports 3,839 3,727 112 Product Imports 4,232 10,058 -5,826
*Figures are in thousands of barrels
A i p A
Heating $/mmBtu | Residual Fuel] New York Change Gulf Coast Change US Avg. Change
oil $13.46 $ibbl]  $48.75 $1.13 $49.00 $1.25 $48.88 $1.19
! : $/immBtu $7.738 $0.179 $7.778 $0.198 $7.758 $0.188

ConocoPhillips Co. Page 2 1/23/2006
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also This Week in Petroleum, January 5, 2006). The transition to ultra-low-sulfur diesel
fuel begins in the third quarter of 2006 with about 80 percent of the on-highway
diesel fuel market expected to meet the new 15 parts per million (ppm) maximum
sulfur limit this year, down from 500 ppm. The estimated extra cost for producing
and distributing ultra-low-sulfur diesel fuel ranges from about 4 to 6 cents per
gallon (Environmental Protection Agency, Regulatory Impact Analysis, Chapter V.
Economic Impact, Jan. 18, 2001). These costs are included in our modeling
framework.

Phase-in of the Tier 2 low-sulfur gasoline program began in 2004, but the final stage
and largest change began on January 1, 2006, as the sulfur level in gasoline is
lowered from an average 300 ppm to a maximum average 30 ppm. Most motor
gasoline produced outside of the Petroleum Administration for Defense District 4
(PADD 4, Rocky Mountain) region is affected. All motor gasoline must be in
compliance by 2008. The estimated cost increase for producing and distributing Tier
2 gasoline in 2006 and 2007 is about 1 to 2 cents per gallon.

Removal of MTBE as a blending component from motor gasoline, another pending
change, will likely increase gasoline prices and possibly lead to greater price
volatility. State concerns about potential water contamination and possible
increased liability exposure due to the elimination of the oxygen content
requirement for reformulated gasoline included in the Energy Policy Act of 2005
(EPACT 2005) are driving efforts to eliminate of MTBE as a gasoline additive. Some
MTBE removed from the gasoline pool may be replaced by ethanol, which continues
to grow in supply.

While major supply disruptions are not expected, these new regulatory constraints
and uncertainties may contribute to price volatility in some regions of the country.

Natural Gas Markets

Because natural gas prices remain high and summer weather in 2006 is expected to
be cooler than in summer 2005, total natural gas demand in 2006 will likely remain
near 2005 levels, then increase by 1.3 percent in 2007 (Figure 12. Total U.S. Natural
Gas Demand Growth). Residential demand is projected to increase by about 0.8
percent in both 2006 and 2007. Industrial demand is estimated to grow by 3.5
percent in 2006 and 1.3 percent in 2007. Demand for natural gas for production of
electricity is expected to fall by 4.7 percent in 2006 because of the assumed return to
normal summer weather, then increase by 2.4 percent in 2007.

Energy Information Administration/Short-Term Energy Outlook — January 2006
4
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Domestic dry natural gas production in 2005 is estimated to have declined by 3.1
percent, due mainly to the hurricane-induced infrastructure disruptions in the Gulf
of Mexico. Dry gas production is projected to increase by 3.8 percent in 2006 and 1.1
percent in 2007. Total liquefied natural gas (LNG) imports for 2006 are projected to
increase from their 2005 level of 650 billion cubic feet (bcf) to 950 bef in 2006. LNG
imports in 2007 are expected to reach 1,200 bcf.

On December 30, working gas in storage stood at an estimated 2,641 bcf, a level 79
bef below 1 year ago but still 168 bef above the 5-year average. Natural gas storage

levels at the end of 2006 and 2007 will likely match the 5-year average (Figure 13.
U.S. Working Natural Gas in Storage).

Electricity Markets

Weather conditions and continuing economic growth are expected to increase
electricity demand by 1.3 percent in 2006 and an additional 1.6 percent in 2007
(Figure 14. Total U.S. Electricity Demand Growth). Projected 2006 electricity prices
to the residential sector range from 8.0 cents per kilowatt-hour (kwh) in the West
North Central region to 13.8 cents per kwh in New England. Residential electricity
prices in 2007 are expected to remain near 2006 levels.

Coal Markets

In 2006, electric power sector demand for coal is projected to increase by 2.2 percent
and by another 1.2 percent in 2007 (Figure 15. U.S. Coal Demand). Power sector
demand for coal continues to increase in response to higher oil and, more
specifically, to higher natural gas prices. U.S. coal production is projected to grow
by 3.9 percent in 2006 and remain at about the 2006 level in 2007 (Figure 16. U.S.
Coal Production). The price of coal to the power sector is projected to rise
throughout the forecast period, although at a slower rate than in the first half of
2005. In the electric power sector, coal prices are projected to rise by an average 5.5
percent in 2006 and by an additional 2.6 percent in 2007, increasing from $1.54 per
million Btu in 2005 to $1.66 per million Btu in 2007.

Energy Information Administration/Short-Term Energy Outlook — January 2006
5
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Summer Strip 2006
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New York
(212)841-3347

2003
2004
2005
2006
+/- Week Ago
06 vs 05
06 vs 3yr AVG

712
946
1084
1222
-2
138
308

2003
2004
2005
2006
+/- Week Ago
06 vs 05
06 vs 3yr AVG
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137
177
247
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99
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Wednesday, January 18, 2006

NYMEX rebounds past $9; cash markets mixed

The February NYMEX futures contract shot back above the NATIONAL AVERAGE PRICE: 8.340
. Ti . date:
TRl $9/MMBtu mark Tuesday to settle at $9.168, a gain of 37.7 H’:rdata:&,: :ﬁg

cents from Friday as the contract moved in sympathy with a

. . . ) Midpelnt  Absolute Common Volume Deals
soaring crude oil contract. Cash prices were a mixed bag as they tracked

regional weather patterns Permlan Basin Area
s . El Paso, Permian Basin 7.650 7.53-7.80 7.587.72 700 91
“ weeks we've seen [ga : , 91
T?le la.st C(?uple of wee v e seen [gas] going in the complete. Wora 7630 183772 e 3
_opposite direction from crude,” a Houston-based NYMEX analyst said, Tanswestern, Permian Basin  7.355  7.207.40 7.307 40 . 2

noting that gas could no longer deny crude’s more than $2/barrel “fear

. East ToxasNorth Loulslana Area _

GAS DAILY WEDNESDAY, JANUARY 18, 2006

NYMEX contract gains 37.7 cents ... fom page s

_premium” stemming from political turmoil in oil-rich nations. “The

ot Trans. date: 1/17
two are related and ‘re not going to see them go completely out of Flow date(s): 1/18
whack.” Midpalnt  Absolut c Volume Deals
The February contract, which had slid below $9 last week for the Rockles

first time since August, opened Tuesday at its intraday low of $9.03 and CIG, Rocly Mountains
moved as high as $9.29. The prompt-month NYMEX crude oil contract _Kem River,
settled $2.39/barrel higher at $66.31/barrel. Stanfield, Ore. e
A Questar, Rocky Mountalq_su_l
A New York-based analyst stressed that, despite the rally, many Cheyenne Hub
traders remain hesitant about entering the market if temperatures stay
above normal and the gas storage surplus increases.
In the spot market, with snow falling after a weekend of unseason- Canadi

ably low temperatures, Northeast prices climbed as much as 30 cents.

7430  7.387.55  7.397.47
737765  7.49763

L0778 | 171775
- - 7.25'7"27 P
755779 7.607.72 1
. 745750  7.467.48
L129743 | 732740

Gas

9.160 910925 = 912920 448 46

“We are seeing a lot of the same, although gas started to rally from ! e, 3010 ...B87905 97
the oversold condition of the marketplace,” one Northeast marketer Northwest, Can. bt (Sumas) _7.715 (86775 364
: d li . - . ICPL Alberta, AECOC* C8.310 C.24838 831
said. Another trader said he believes prices across the region will weak- Emerson, Viking G 8005 " "B05814 260 26
en in the coming days due to “retreating industrial and consumer Pawn Ontado 8865 870900 879894 551
loads” as the weather warms up again. GIN, Kingsgate , 7850 765765 765765 7
Transcontinental Gas Pipe Line zone 6-New York climbed more than ~ Wesiceast station2¢  C7.825 C7.80.787 C7.81-7.84 160

30 cents from Friday to average in the low to mid-$9.50s. Dracut, Mass., _Appalachia
fell well below other regional points to average in the mid-$9.20s, a loss e SR S - B
of a few pennies. Dominion, South Point _._8960 8909.00 8.938.99 116 22
. . Leidy Hub 9.32932 932932 5
Gulf Coast spot prices posted gains between 15 cents and 30 cents Columbia Gas, Appatachia 900017 s0301 d3s TEi
at most points, but with regional temperatures expected to climb MisstsclnotAtal T e

.throughout the week, some traders expect the bullish tenor to be fleet- Florida Gas, Moblle Bay

ng. Texas Eastern, M1 (Kosi)
Henry Hub cash averaged in the low $8.80s, a gain of more than 30 Transco, zone 4
cents, while the return of industrial and consumer loads in the

8990 8969.00  8989.00 8 3

880885 883885 25 3
> 870880 873878 41 16
8869.19 BO89.15 95 21

Others
Northeast pulled gas northward from the Gulf and sent spot prices at Algonquin,tecelpts  9.470 9.40958 0942952 70 12
Transco zone 3 up more than a quarter to average in the upper §8.80s. SoCal Gas 7.945 7.768.16  7.84805 936 113
Florida prices also rallied despite a shortage of buyers at some PGAE, South 1825 TTT7T90 779786 144 17
. S . o it PG&E, Mali . 747 761,
points, sources said, with Florida Gas zone 3 rising about 30 cents. 5E, Malin 1815 174794 776787 424 51
Alliance, into interstates 8.540 8.458.75 8.468.62 251 31
. , ANR, ML 7 8810 867890  B.758.87 54 5
‘There’s too much gas in the ground NGPL, Amarillo receipt  7.695  7.667.75  7.657.74 30 4
Showcasing the only weakness along the Gulf Coast, Texas prices Northem, Ventura 8.010 795820  7.958.07 4 7
. . : . . Northern, demarc 7.985 7.93805  7.95802 168 19
con d to decline Tuesday, losing between a nickel and a dime at : -
ontinue . Vi 8 P ) Dracut,Mass. 9250 925925 925925 5 1
Katy and the Houston Ship Channel. “A brief spate of cool weather R et e
can't carry demand or prices,” one trader said. “With the market as Cltygates
. e e v . v el s “ Chicaga ritvoates REAN R AR 7Y ] 20.R A1 1977 1R
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
February 15, 2006
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Weather

Price
Pressure

Comments

Long Term Weather Forecast

t

WSI. .. there may be a 4-6 week period in February and early
March with widespread Arctic air in the US.. "

Mid Term Weather (30-60 days)

Earthsat. ... March is being directed warmer by the La Nina
indications. . “

6-10 day forecast

Much Below from Sunday through Wednesday.

Tropical Storm Activity

Dr Gray predicing another above average year for 2006.

Storage Inventory

EIA Weekly Storage Report

Storage withdraws for the week ending February 3rd were 38
BCF. Storage levels are 22% higher than last year at 2.4 TCF.

Industry Publications

Cambridge Energy Research Associates
Summer 2006. $8.19
Winter 2006/07 : $7.32

ty

"Unseasonable strong February demand could send price
skyward once again "

“Assuming normal weather, prices should stabilize somewhat in
Feburary.. *

Paribas

“As for March, it seems futile to attempt to pick a bottom and
therefore we will onty recommend to sell rallies "

Conoco Morning Briefing

“The market is oversupplied and it is pushing aside everything
else.”

Government Agencies

Energy Information Administration
Summer 2006 $8.19
Winter 2006/07- $9.76

ElA's forecasted prices are higher than NYMEX. “According to
Minerals Management Service, approximately... 400 million cubic
feet per day of natural gas production are expected to remain
offline prior to the start of the next hurricane season...”

Technical Analysis

The LIM dala base was unavailable, so the strip charts could not

- i ?

Winter 2006-07 Strip Chart 7 be updated

Summer 2006 Strip Chart 2 The LIM data base was unavailable, so the strip charts could not
be updated

Rig Count <+— [Up 10 and remains high compared o last 5 years

Economy

Demand ¢—b EIA: "Total natural 9as demand in 2006 is projected to ramain
near 2005 levels ..

Suppl t EIA: "Dry gas production is projected to increase by 3.0 percent

pRYy in 2006.. " LNG imports are also expected to increase

EIA.".. cold weather in parts of Asia and Europe combined with

Qil Market 4

uncertainties regarding oil supplies from Nigeria, Iran and Iraq
help keep crude oil prices high "

Meeting Minutes: 10th Floor North Conference Room - 2:00 pm
Attendees: Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Lavonna Foster

Since we have achieved the minimum hedged amounts through October 2008, and the market continues to be bearish,
no additional hedging will take place at this time.
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COMPARISON OF HISTORIC EGC
TO CURRENT PROJECTED EGC

Historic EGC Projected EGC
CG&E ULH&P CG&E | ULH&P
Mar | $7.38 $7.31 $8.995 |  $8.948
Apr 1 $7.99 $7.94 $9.100 $8.921
May | $8.21 $8.19 $10615| $9.897
Jun | $7.82 $7.76 $11.126 | $10351
Jul 1 $8.07 $8.02 $10878 | $10.192
Aug | $8.41 $8.39 $10.943 | $10.198
Sep | $9.32 $9.34 $10.762 | $10.156
Oct | $11.38 | $11.59 $10422 [  $9.733
Nov | $1216 | $13.01 $10.307 | $10.030
Dec | $11.71 | $12.22 $10519 | $10.538
Jan | $11.64 | $12.14 $10.663 | $10.888
Feb $10.08 | $10.31 $10.819 | $11.022
12 Month Avg  $9.51 $9.68 $10.429  $10.073
} $15.00 -
$13.00 |-
| $11.00
|
5900 |
700 |
, $5.00
i $3 OO Ch L ] ;-_!, LA R , L :
' Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb
| B CG&EPrev.. ULH&P. Prev. ==——CG&E Forecast - : ULH&f;F 5;955{]
Lo

g G SO |
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Delivery
Month

Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Winter 05/06

Apr-06

May-06

Jun-06

Jul-06

Aug-06
Sep-06

Oct-06

Summer 2006

Nov-06
Dec-06
Jan-07

Feb-07 |

Mar-07

Winter 06/07 |

Apr-07

May-07

Jun-07

Jul-07

Aug-07
Sep-07

Oct-07
Summer 2007

Nov-07
Dec-07
Jan-08
Feb-08
Mar-08
Winter 07/08

Apr-08

May-08

Jun-08

Jul-08

Aug-08
Sep-08

Oct-08
Summer 2008
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date Next Target (3/31/06)
Base Supply Total Required Allowed
Dth/day Dth/mo Dth/day Dth/mo dth/day dth/day
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The Union Light Heat & Power Company
Hedging Program for Summer 2006
Cost Averaging with ConocoPhillips

Total Closing Price Total Locked in
Amount Apr-06 May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 gotri - To Date

delivered April 1, 2006 to October 31, 2006:
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year CERA EIA NYMEX
{00/01-04/05) | (2004-2005) 17-Jan-06| 7-Feb-06 | 14-Feb-06
Mar | $5.59 $6.30 $8.370 |  $9.402 | $7.140
Apr | $5.34 $7.32 $8.960 | $8.693 | $7.340
May | $5.19 $6.75 $8.850 | $8.242 |  $7.500
Jun | $5.18 $6.12 $8.880 { $7.991| $7.620
Jul | $4.97 $6.98 $8.600 | $7.776 | $7.750
Aug | $4.91 $7.65 $7.760 |  $7.901 | $7.790
Sep | $5.29 | $10.85 $7.150 |  $7.935|  $7.900
Oct | $5.92 | $13.91 $7.160 | $8.781| $7.980
Nov | $6.65 | $13.83 $7.230( $9.781 | $8.870
Dec | $6.09 | $11.18 $7.310 | $11.071| $9.700
Jan | $6.27 | $11.43 $7.360 | $11.260 [ $10.200
Feb | $563 $8.40 $7.370 |  $9.569 | $10.200
12Month Avg  $5.59 $9.23 $7.917  $9.033  $8.333
Summer Average $8.194 $8.188 $7.697
Winter Average $7.528  $10.217 $9.222
$15.00
$13.00
$11.00
$9.00
$7.00
$5.00
$3.00
Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb
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Correloi'er Temperalure Apr Correlation Temperalure May
With Apr PDRO With May PDC
1948 o 2004 1948 to 2004

i 2 3 4 5

NOM-~CIRES/Climate Dingnostica Cunter HOAM-CIRES/Clirnate Dlagnostics Center

Summary

We have made no changes to the forecast relative to our January 17 forecast package.
Trends in medium-range model solutions, the strong western tropical Pacific
convection, and the ongoing stratospheric warming event have increased our
confidence further in the idea of winter returning to the East sometime in early
February. If the stratospheric warming event evolves like we think it will, there may be
a 4-6 week period in February and early March with widespread Arctic air in the US,
similar to what occurred during the first half of December. If not, the current mild
pattern may continue well into February in the East.

In February, the strongest model signals are still for warmth in the Pacific Northwest,
and for cold temperatures in the Great Lakes and the Northeast. We continue to have
relatively high forecast confidence based on the stratospheric warming event, and
trends in the MJO and medium-range models.

In March, the strongest model signals are for warmth in the lower Mississippi valley and
Southeast, with moderate cold signals in the Southwest. This is, to a great extent, a
manifestation of the L.a Nina/negative PDO signal

In April, the strongest model signals are for warmth in the Southeast, with moderate cold
signals in the Northeast.

For hydrological interests, our models indicate that the very wet first half of winter
in the Pacific Northwest will not persist into February and March. We have
increased levels of confidence in this forecast now, based on medium-range models
and our idea that a strong positive PNA event will develop by early February,
resulting a significant northward displacement of the Pacific jet stream. If another
negative AQ event occurs, as our models and the potential stratospheric warming

13
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MDA EarthSat Energy Weather - Long Range
Forecasts: 30 - 60 Day Outlook

EARTHSAT Wednesday I'l‘!" 2/8/06

'DATE BRI Timt ILG T ORECASTER

MARCH 2006
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Updated:
Feb 8, 2006

ARCH 2008

No March Changes

La Nina Favors Warmer
Mid-Continent, but Current
Pattern Trends Favor Colder

Updated:
Feb 1, 2006

As mentioned in the headline, March is being directed
warmer by the La Nina indications, particularly in the mid-

Jcontinent, but the more slowly-evolving cold pattern here in

February could very easily extend into the first part of
March. Similar colder-changing Feb periods with similar La
Nina transitions have shown a cold pattern lasting into at
least the first week of March. Either way, March should be
warmer than the very strong cold pattern from last year.

April Pattern Also Warmer in the Central to South

Variable Along Northern Tier of Nation

The Aprit forecast- despite being a fairly unimportant
month for energy demand- is concerning from a few
different angles. First, the idea of a pattern holding
together for two months in a row is foreign to the nature of
the patterns this winter (the pattern has switched nearly
every month). This could mean that the prevailing March
pattern may not commence until the 2nd half of the month
and then continue into April. More concerning are the
warm/dry indications for an already dry Southeast Texas
area, since this could translate to hotter summer weather.

March HDD Forecasts

forecast}10-year] 30-year|last year
Chicago g7 s72.8| 8s8.0] 930.0
Philadelphia 7050} 669.6] 681.0] 789.5
Houston 121.0 ] 152.7] 156.0] 150.5

April HDD Forecasts Coming Next Week!

FEBRUARY 1-7, 2006
SRR e

Maps above depict deviations of average temperatures from normal in Fahrenheit.

SRS 2 Y

MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal.com/wx/energywx/  (copyright 2006)
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MDA EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version

ARTICATR  Tuesdy ERORECASTERS

Today's Forecast
Cold Continues to Push into Northern U.S.

High pressure coming from the Arctic should continue to
move towards the northern part of the country and keep
the majority of the country quite cold throughout the period.
As high pressure crosses the Plains for the middle of the
period, much belows will reach the Southern Plains. A low
pressure system may affect the East Coast toward
Tue-Wed and this may keep much belows in its wake. By
very late in the period, there are indications that the cold
pattern may begin to fade with widespread diminishing of
the much below normal temperature anomalies.

\
\ ‘o~
SN N 1 1 , A . f .
. g

\\B?[:‘O(W‘?:/ ’

\NORM

PREVIOUS

s
MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
~ BOVE.....c.cee. +3F TO +7F -2F TO +2F BELOW........coceeceenes -7F TO -3F

Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal. com/wx/energywx/  (copyright 2006)
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\ Monthly Briefing

CERA ADVISORY SERVICE

North American Natural Gas

DOWNWARD TRAJECTORY

NORTH AMERICAN GAS PRICES FALL ON MILD WEATHER; FEBRUARY PRICE SURPRISE

POSSIBLE
The winter weather roller coaster continues into 2006, with Henry Hub gas prices
DATE declining 43 percent in 31 days to $8.54 per million British thermal units (MMBtu)
January 17,2006 on January 11 after reaching $15.01 per MMBtu on December 11. CERA expects

weather-induced price volatility to continue for the remainder of the winter because
in a tight market such as this one, small amounts of incremental demand will
cause prices to rise precipitously, just as small amounts of incremental supply can
tumble prices suddenly. The market has experienced this in November, December,
and now January. More of the same should be expected in February. Of one issue
we are certain: absent a major supply disruption, remaining storage inventories
combined with North American flowing production will be sufficient to meet
the remaining winter demand without widespread curtailments even if weather
is colder than normal through the end of winter. Unseasonably strong February
demand could send prices skyward once again. However, the combination of mild
weather early in January and the market’s psychological response to adequate
storage inventories has allowed for bearish market sentiment to take hold, leading
to rapidly declining prices. If weather is colder than normal in February, demand
will increase sharply, and prices will follow. Assuming normal weather, prices
should stabilize somewhat in February and average $9.23 per MMBtu at Henry
Hub (see Table 1).

Three key pillars of price support have been removed since last month. Therefore,
CERA expects that prices will continue on a downward trajectory until spring.
One of these pillars was fear of a supply shortage. As we discussed last month,
CERA believed that fear, translated into a risk premium by the forward gas market,
was keeping prices at elevated levels. The warming trend of late December and
early January limited demand and brought storage inventory to more comfortable
levels. The easing of anxiety about the possibility of curtailments has allowed
for prices to fall dramatically. Even if weather returns to colder than normal for
the remainder of the winter, CERA estimates that US storage inventories would

Note: Alf prices are in US dollars unless otherwise indicated.

This report was prepared by Cambridge Energy Research Assodiates, Inc (CERAY, and is not to be redistributed or reused in any manner, with the exception of clientinternal distribution as follows: (ERA strives to be supportive of clientinternal
distribution of CERA content but requires that CERA content and information, including but not limited to graphs, charts, tables, figures, and data, are not to he disseminated outside of a dlient organization to any third party,induding a dient’s
customers, finandial institutions, consultants,or the public.Content distributed within the client organization must display CERAslegal notices and attributions of authorship. Some information supplied by CERA may be obtained from sources
that CERA believes to be reliable but are in no way warranted by CERA as te accuracy or completeness. Absent a spedific agreement to the contrary, (ERA has no obligation to update any content orinfarmation provided to a dient,

The CERA Monthly Briefing is part of CERA' Retainer Advisory Service. For mare information, please call +1617 866 5000 (USA} or +33 {0)1 42 44 10 10 {France), or e-mail info@cera com.

Inthe USA:55 Cambridge Parkway, Cambridge, MA 02142, USA. In Eurape: 21 boulevard de |3 Madeleine, 75038 Paris, Cedex 01, France. ! 2 >
©2006, (ambridge Energy Research Associates, Inc. y o

AnIHS Cempany
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Table 1
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Spot Natural Gas Price Qutlook: Henry Hub Benchmark
(nominal US doflars per MM8Btu)

2000 2001 2002
January 2.40 8.45 2.29
February 2.66 5.65 2.27
March 2.78 5.15 3.00
April 3.02 5.20 3.37
May 3.57 421 3.51
June 430 3.72 3.20
July 4.04 3.07 2.99
August 438 3.01 3.08
September 5.01 219 3.50
October 5.03 242 4.08
November 549 237 4.06
December 8.75 237 474
Year Average 4.29 3.98 3.34

Source: Cambridge Energy Research Associates. Historical data derived from Platts Gas Daily.

2003 2004 2005 2006 200/
539 6.03 6.17 9.70 7.36
7.00 541 6.09 9.23 1.37
6.37 538 6.91 8.37 7.32
5.27 5.70 7.19 8.96 71.25
577 6.28 6.47 8.85 6.78
5.80 6.26 7.47 8.88 6.82
5.04 592 1.57 8.60 6.33
4.96 543 9.29 1.76 6.35
4.61 499 1211 7.15 6.38
4.65 6.24 13.36 1.16 6.40
445 5.88 10.30 1.23 6.47
6.12 6.63 12.98 131 6.51
5.45 585 8.80 8.27 6.78

Excel tables are available in the North American Natural Gas dlient services area at www.cera.com

end March with no less than 830 billion cubic feet
(Bcf), 100 Bcf above the historical low for March.
The milder weather and lower prices have also
allowed local distribution companies to tap into
storage inventories with confidence. Many storage
fields require minimum withdrawals before the
beginning of the injection period. Some holders of
storage will have a financial incentive to monetize
a portion of their inventories before the spring,
freeing up supply. The final pillar of price support
has been the hurricane-related supply outages in the
Gulf of Mexico. In February we expect 600 million
cubic feet (MMcf) per day more supply to return
to production, reducing average February outages to
1.6 Bcf per day. These three main pillars of price
support have been removed, and therefore CERA
expects that prices will continue on a downward
path until April.

The market has been so fixated on the price decline
in January that it could be caught off guard if weather
returns to historical norms. Prudence dictates that
market participants should be mindful of the potential

for a February price surprise. February is the second
highest demand month in North America, with
normal-weather demand averaging over 90 Bcf per
day. Higher oil prices will contribute to increased
gas demand in February (see Figures 1 and 2).
CERA expects gas to price below both distillate
fuel oil and 140 percent of residual fuel oil prices
in the US Gulf Coast and in the Northeast markets
tin February. This will limit the amount of distillate
fuel and residual fuel oil displacement of gas-fired
power generation and increase gas demand in the
power sector. The impact of increased demand from
the power generation sector will be augmented by a
continuation of supply constraints on the Gulf Coast,
where 1.6 Bcf per day of supply will remain offline
in February in the wake of last fall’s hurricanes.
Moreover, although liquefied natural gas imports are
expected to increase in February, North America will
not fill its regasification terminal capacity because
of the pull of winter demand in Europe. As a result,
storage will make up the slack, with North American
withdrawals of over 23 Bef per day (see Figure 3).
The tight balance should also raise prices slightly
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BNP Paribas Natural Gas Market Watch 2006
BNP PARIBAS
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Commentary

Upon the release of the storage report which showed a much less than
expected withdrawal rate of 38 bcf/wk, March weakened to below 7500
achieving a new low for the winter of 7300. This is very significant and
perhaps even more significant is that throughout the session the summer
months were precipitously weaker than March. It is very important to
consider the spread between March and the next winter now, which is
extremely wide. As for March, it seems futile to attempt to pick a bottom
and therefore we will only recommend to sell rallies.

Scott Allen
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- Natural Gas, Gas Liquids and vany mainct
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649
Email: James.W.Duncan@conocophillips.com
Tuesday, February 14, 2006 @conocophillip

(1-Day mdig)

March Ignores Weekend Blizzards...Traders Dig Out of Snow To Sell Off 7.3¢

Today. Bearish March Natural Gas Closed Down 7.3¢ 30-Day: Bearish

Bottom Line — Short-term warm-up in high consumption regions spells bearish market movement.
Yesterday's Market

.

The selling continued on Monday in the midst of a very choppy trading session. Prices tried several times to rally only to be
hit with more selling at each attempt as March natural gas futures seems to be aimed at early surmmer 2005 price levels
Marketers continued to shy away from buying ahead of what may be a frigid cold wave due by this coming weekend
Weighing on the market.._storage. Storage is more than ample to deal with coming cold, about 37% above the five-year

average of gas in storage at this time of season. March finished at $7.243, down 7 3¢. March crude fell 60¢ to $61.24,
near last year's low

Today’s Market
$7.470 Today's Market

+ The market is oversupplied and it is pushing aside everything else. In spite of the current bout of cold weather the overall
winter season so far (October 1st through February 12th) remains noticeably warmer than normal. Compared to last year
(a narmal winter season) the season so far in the heating oil parts of the U.S. (Phil, NY, Bos) is warmer by 12% to 18%
depending on the location. In the natural gas areas (Chi, Cin, Minn) it is warmer than last year by 6% to 10%. With about

17.340 six weeks feft to the winter season and only 34 days left to the first day of spring it is highly unlikely that supply of heating

fuels will be an issue. In fact it is amazing that HO in particular remains so overvalued. Natural gas is chasing its fair value,
wherever that is. Next stop in this round, anyway? Maybe $7 - and below. I'll get my $6 handle | talked about in

January...but way earlier than | thought. The only bullish remark | can make is that everyone is bearish, which is

$7.243 diametrically opposed to a week ago. Remember? Everyone sat poised to sell the blizzard-induced rafly that never

materialized. Now everyone is on the bearish side. .a good indicator of a coming rally. .but not for another two weeks, or
so. Tomorrow we get another snapshot of inventories with the industry projecting another overall bearish report. So far the

estimates are for builds in crude and gasoline of 1 MMbbl and 1 5 MMbbl, respectively, and a draw in distillate of 500 kbbl.
$7.160 No doubt the sentiment gets even more bearish as a result.

Access Trading 2/14/2006 7:48 AM Natural Gas $7.055 (18.8¢)
W TI Crude $60.570 ($0.67) |IPE Brent $60.420 {$0.20)
10 Day Temperature Qutlook...

I

s’ B /ﬂ"‘ R et
Weather Briefs — Warming Trend In Northeast and

Midwest — Mostly Sunny Skies Over The South — Light Precip
Across Northwest — Warm And Sunny In Southwest

lorage

[ 'm looking for a draw of 110 Bcf this eek.

For the week ending February 10, my forecast calls for a draw
of 110 Bef. This week’s draw will likely be slightly higher than
last year's draw of 98 Bcf, but below the three year average
draw of 158 Bcf, and the five year average draw of 162 Bcf. ' '

The current inventory level is 2.368 Tcf, and we are now 462 | After a warming trend the next few days, expect widespread

below and much below normal temperatures to develop over
Bcf above last year, and 730 Bcf above the five year average the north-Central, Midwest, and Northeast late this week and

this weekend. By the end of this weekend, daytime high

temperatures will struggle to climb out of the single numbers
and teens.

ConocoPhillips Co. Page 1 2/14/2006
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February 2006

Overview

In 2006 and 2007, total domestic energy demand is projected to increase at an
average annual rate of about 1.4 percent each year. In the United States, January
was 27 percent warmer than normal, pushing prices for natural gas lower than
predicted in the previous Outlook. But cold weather in parts of Asia and Europe
combined with uncertainties regarding oil supplies from Nigeria, Iran and Iraq help
keep crude oil prices high. Prices for crude oil and petroleum products are projected
to remain high through 2006 before starting to weaken in 2007. The price of West
Texas Intermediate (WTI) crude oil, which averaged $56 per barrel in 2005, is
projected to average $65 per barrel in 2006 and $61 in 2007 (Figure 1. West Texas
Intermediate Crude Oil Price). Retail regular gasoline prices, which averaged $2.27
per gallon in 2005, are projected to average $2.45 in 2006 and $2.34 in 2007 (Figure 2.
Gasoline and Crude Oil Prices). Henry Hub natural gas prices, which averaged
$9.00 per thousand cubic feet (mcf) in 2005, are projected to average $8.87 in 2006
and $8.70 in 2007 (Figure 3. Natural Gas Henry Hub Spot Prices).

Hurricane Recovery

Recovery of natural gas and crude oil production from Hurricanes Katrina and Rita
continues. According to the Minerals Management Service, approximately 255,000
barrels per day (bbl/d) of oil production and 400 million cubic feet per day (mcf/d) of
natural gas production are expected to remain offline prior to the start of the next
hurricane season, June 1, 2006 (Figure 4. Shut-In Federal Offshore Gulf Crude Oil
Production, Figure 5. Shut-In Federal Offshore Gulf Natural Gas Production).

Winter Heating Expenditures

The warmer than expected January has provided U.S. households some relief from
this year’s expected increase in heating fuel expenditures. However, 2005-2006
winter residential space-heating expenditures are still projected to be higher relative
to the winter of 2004-2005 owing to higher energy prices. On average, households
heating primarily with natural gas can expect to spend $178 (24 percent) more for

fuel this winter than last winter. Households heating primarily with heating oil can

Energy Information Administration/Short-Term Energy Outlook — February 2006
1
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expect to pay, on average, $195 (16 percent) more this winter than last. Households
heating primarily with propane can expect to pay, on average, $150 (14 percent)
more this winter than last. Households heating primarily with electricity can expect
to pay, on average, $36 (5 percent) more than last winter. Should colder-than-
normal weather occur for the remainder of the heating season, expenditures could
be significantly higher than currently projected. These averages provide a broad
guide to changes from last winter, but fuel expenditures for individual households
are highly dependent on local weather conditions, the size and efficiency of
individual homes, their heating equipment, and thermostat settings (Table WF01.
Selected U.S. Average Consumer Prices and Expenditures for Heating Fuels for the
Winter).

Global Petroleum Markets

Many of the same factors that drove world oil markets in 2005, such as low world
spare oil production capacity and rapid world oil demand growth, will continue to
affect markets in 2006 and 2007. Other factors are less certain, such as the frequency
and intensity of hurricanes, other extreme weather, and geopolitical instability.

World spare oil production capacity is projected to increase modestly during 2006
and 2007 despite new supplies from both non-OPEC and OPEC countries (Figure 6.
World Oil Spare Production Capacity). The primary reason is that many mature
fields, such as those in the North Sea, Mexico, and the Middle East, are showing
declines. Non-OPEC supply, which grew by an annual average of 800,000 bbl/d

between 1995-2005, is projected to grow by 800,000 bbl/d in 2006 and by 1.6 million
bbl/d in 2007.

Outside of the United States, net production increases in 2006 of 100,000-200,000
bbl/d are expected in the Caspian, Canada, Angola, Russia, Brazil, and Mexico areas.
Large new projects in 2007 are projected to lead to increases of almost 500,000 bbl/d
in Angola, almost 400,000 bbl/d in the Caspian, over 200,000 bbl/d in Brazil, and over
200,000 bbl/d in Canada.

World oil demand growth (Figure 7. World Oil Demand Growth) is expected to
increase from 1.2 million bbl/d in 2005 to 1.6 million bbl/d in 2006, largely because
U.S. demand is projected to recover from a net decline in 2005 to show growth of
350,000 bbl/d in 2006. OECD demand growth outside of the United States is
expected to remain low (Figs. 8a-8f, International Qil Supply Charts). World demand
growth is projected to increase further to 1.9 million bbl/d in 2007 because of
economic growth in developing Asian countries (excluding China). Chinese demand

Energy Information Administration/Short-Term Energy Outlook — February 2006
2
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growth is projected to stay on its overall annual trend of about 500,000 bbl/d per
year.

LLS. Petroleum Markets

Record high prices, hurricane-related disruptions, airline consolidations and a mild
winter contributed to a 0.3-percent contraction in petroleum demand in 2005, the
first decline since 2001. Demand for jet fuel shrank by 0.4 percent, while demand
for liquefied petroleum gases and other oils also slipped in 2005. Residual fuel oil
consumption, however, registered a 6.8-percent increase, brought about by price-
induced switching from natural gas and a hot summer. A recovery in petroleum
demand is expected in 2006 and 2007, averaging 2 percent per year, under
assumptions of continued economic growth (Figure 9. U.S. Petroleum Products
Demand Growth). Motor gasoline demand, accounting for almost half of total
petroleum consumption, is projected to increase an average 1.7 percent per year.
Residual fuel oil demand is expected to decline in 2006 under the assumption of a

normal summer, and a projected recovery in natural gas demand in price-sensitive
sectors.

On February 6, 2006, retail regular motor gasoline prices averaged $2.34 per gallon,
up 1.5 cents from January 9 (or, up 10.4 cents from January 2) and 43 cents from last
year. The retail regular motor gasoline price is projected to average $2.45 per gallon
in 2006, up 7.3 percent from the previous year, before declining slowly to $2.34 per
gallon in 2007. Retail diesel prices are expected to follow a similar pattern,
averaging $2.51 per gallon in 2006, up 4.1 percent from last year, before gradually
retreating to $2.42 per gallon in 2007.

The recent increase in product imports has boosted inventories levels. Total motor
gasoline stocks have recovered from their lows immediately following the
hurricanes to a level very close to this time last year (Figure 10. U.S. Gasoline
Inventories). Distillate stocks, currently at the high end of the previous 5-year range,

are projected to decline slightly to the middle of that range for much of the forecast
interval.

Natural Gas Markets

Total natural gas demand in 2006 is projected to remain near 2005 levels, then
increase by 2.3 percent in 2007 (Figure 11. Total U.S. Natural Gas Demand Growth).
Residential demand, in particular, is projected to slip somewhat from 2005 levels in
2006 and then increase by 3.3 percent in 2007. Demand for natural gas for
generation of electricity is expected to fall by 2.1 percent in 2006 because of the

Energy Information Administration/Short-Term Energy Outlook — February 2006
3
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warm January and the assumed return to normal summer weather, then increase by
2.2 percent in 2007. However, strong growth in natural gas-intensive industrial
output is expected both this year (3.1 percent) and next (2.2 percent).

Domestic dry natural gas production in 2005 is estimated to have declined by 2.7
percent, owing mainly to the hurricane-induced infrastructure disruptions in the
Gulf of Mexico. Dry gas production is projected to increase by 3.0 percent in 2006
and 1.3 percent in 2007. Total liquefied natural gas (LNG) imports are projected to
increase from their 2005 level of 630 billion cubic feet (bcf) to 840 bef in 2006. LNG
imports in 2007 are expected to reach 1,070 bcf.

On January 27, 2006, working gas in storage stood at an estimated 2,406 bcf, which is
the highest level for this time of year since 1989. Stocks are 296 bcf above 1 year ago
and 529 bcf above the 5-year average (Figure 12. U.S. Working Natural Gas in
Storage). Much of the current excess in storage is accounted for by unexpectedly
warm winter weather, particularly in January. While concerns about potential
future supply tightness and pressure from high oil market prices are keeping
current and futures prices for natural gas high (at about $8 to $9 per mcf at the
Henry Hub), any further weakening of natural gas demand (from weather or other
factors) could cause a sharp downward correction in prices during 2006.

Electricity Markets

Electricity demand is expected to increase by 0.5 percent in 2006 and by an
additional 2.0 percent in 2007 due mainly to weather conditions and continuing
economic growth (Figure 13. Total U.S. Electricity Demand Growth). Projected
regional 2006 electricity prices to the residential sector range from 7.9 cents per
kilowatt-hour (kwh) in the East South Central region to 13.9 cents per kwh in New

England. On average, residential electricity prices in 2007 are expected to remain
near 2006 levels.

Coal Markets

Electric power sector demand for coal is projected to increase by 1.2 percent in 2006
and by another 1.4 percent in 2007 (Figure 14. U.S. Coal Demand Growth). Power
sector demand for coal continues to increase in response to higher natural gas prices
as well as higher oil prices. U.S. coal production is projected to grow by 2.7 percent
in 2006 and by 1.2 percent in 2007 (Figure 15. U.S. Coal Production). The price of
coal to the power sector is projected to rise throughout the forecast period, although
at a slower rate than in 2005. In the electric power sector, coal prices are projected to

Energy Information Administration/Short-Term Energy Outiook —~ February 2006
4
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
March 17, 2006

Weather

Price
Pressure

Comments

Long Term Weather Forecast

t

WSI: "While still too early to have a lot of confidence... another hqt
summer may be in store for much of the central US "

Mid Term Weather (30-60 days)

April predicted to be warmer than normal, but since it is a shoulder
month, there most likely will not be any cooling load yet.

6-10 day forecast

A lot of Below and Much Below

Tropical Storm Activity

Dr Gray predicing another above average year for 2006

Storage inventory

EIA Weekly Storage Report

Storage withdraws for the week ending March 10th were 55 BCF
Storage levels are 32% higher than last year at 1.8 TCF.

Industry Publications

Cambridge Energy Research Assaciates

Summer 2006.$7.42
Winter 2006/07- $7.32

"As the market seeks to establish a floor price, March could
provide one of the best gas-buying oportunities this year *

Paribas

Support: 7 00, 6.50 and 6.00
Resistance: 7.25 and 7 50

Conoco Morning Briefing

“The fundamentals remain bearish even though the weather
seems supportive. "

Government Agencies

Energy Information Administration
Summer 2006: $7.61
Winter 2006/07:$9.78

“...barring extreme weather conditions for the rest of the year,
2006 should bring a noticeable easing in spot natural gas
prices..."

Technical Analysis

Winter 2006-07 Strip Chart <> IGaps and "island reversals" centered around $10.00

Summer 2006 Strip Chart - |Between $7.00 - $8.00

Rig Count <+— |Down 12 but remains high compared {o last 5 years.

Economy

Demand «p |EIA: “Total natural ?as demand in 2006 is projected to remain
near 2005 levels .

Suppl ‘ EIA: "Dry gas production is projected to increase by 2.2 percent ih

pply 2006. ." LNG imports are also expecled o increase

EIA: "Many of the same factors that drove world oil markets in

Oil Market 1

2005, such as low world spare production capacity and rapid world
demand growth, will continue to affect markets in 2006 and 2007]"

Meeting Minutes: 10th Floor North Conference Room - 2:00 pm
Altendees. Patty Walker, Jim Henning, Bill Tucker, Jeff Kern, Cathy Knecht, Don Schierenbeck
Occidental has offered an "Accumulating Swap" which would lock in a fixed price under market, with a chance that the full

volume would not be realized if prices rose sharply. Additionat hedging for next winter will take place either with no-cost
collars or an "accumulating swap" (based on further analysis).
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Delivery
Month

Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Winter 05/06

Apr-06
May-06
Jun-06

Jul-06
Aug-06
Sep-06
Oct-06

Summer 2006

Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Winter 06/07

Apr-07

May-07

Jun-07

Jul-07

Aug-07
Sep-07

Oct-07
Summer 2007

Nov-07
Dec-07
Jan-08
Feb-08
Mar-08
Winter 07/08

Apr-08

May-08

Jun-08

Ju!l-08

Aug-08
Sep-08

Oct-08
Summer 2008
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The Union Light Heat & Power Company
Hedging Program
Current Position

Hedged to Date Next Target (3/31/06)
Base Suppl Total Required Allowed

Dth/day Dth/mo Dth/day Dth/imo dth/day dth/day
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The Union Light Heat & Power Company
Hedging Program for Summer 2006
Cost Averaging with ConocoPhillips

Total Closing Price 7 Month Locked in
Amount Apr-06 May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 Strip ] To Date

sis to Columbia Gulf Onshore
elivered April 1, 2006 to October 31, 2006:
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Cerrelation Temperalure Apr Correlation Temperature May
Wilh Ape Nino3.4 With May Ninol. 4
1348 {o 2004 1948 t{a 2004

2 3 4

HOM-CIRES/Climate Diagnaatics Center

NOAA--CIRES/Climate Diognastice Center

o

Correlations between Nino 3.4 SSTs and monthly temperatures in the US. Since Nino 3.4
SSTs are currently negative, reverse the colors to get the expected temperature patterns.
For example, blues represent negative correlations and warmer-than-normal
temperatures during a La Nina event.

The current drought in the Southwest and southern Plains (below) continues to deepen
and expand northward and eastward. Although a rather significant overrunning event
will dump widespread heavy rainfall over parts of the southern Plains and Southeast this
weekend into next week, this may only provide false hope to a region that will likely
suffer through a dry spring. While is still too early to have a lot of confidence in the
summer forecast, the fact that the drought already exists going into a La Nina
spring (which is typically dry in these regions) would suggest another hot summer
may be in store for much of the central US.
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MDA EarthSat Energy Weather - Long Range

Forecasts: 30 - 60 Day Outlook
Wednesday gy 3/15/06  gyypg 9:25AMEDT

06 AY 2006

EARTHSAT
APRIL 20

Updated: . Updated: ) ’
Mar 15, 2006 Mar 15, 2006 +2F 0
April Remains the Same May is Forecast to Trend Cooler in East
Texan Heat Could be Strong Heat May Hold in Texas and Build inte Southwest
Wet and Cool in West Still Precipitation Could Pick up for South Central U.S.
The Aprit outlook continues to fall in line with a classic La May will be a critical month due to the beginning of the
Nina look that favors warm/hot and dry weather toward the traditional May-Sep cooling season as well as its status as
1]South Central U.S. with cool/wet conditions more toward a potential turning point for the current La Nina influences.
the West Coast. The analog-baséd model favors the best The thinking right now is that the La Nina (weak to
precipitation chances for central to northern California. moderate current fevels) will begin to fade more by this
Based on current dryness, Texas and the southern Plains time-frame. Texas may begin to see more normal rains
could see unusually strong early season cooling demand. and even cool more than this forecast indicates. Much will
A seasonal to warm East Coast is also favored. depend on the La Nina intensity by this time.
April HDD Forecasts May CDD Forecasts
forecast] 10-year|30-year|last year
Chicago 453.0) 490.0] 513.0] 409.0 .
Philadelphia  317.0| 343.8| 3s20] 302.0 Coming Next Week!
Houston 31.0 38.3 48.0 21.0

MARCH 1-14, 2006

ove

s

depict deviations of average temperatures from normal in Fahrenheit.
MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal com/wx/energywx/ (copyright 2006)
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MDA EarthSat's Energy Weather
The 6 to 10 Day Forecast - Detailed Version

,ARTHSAT Thursday f5r.eg  3/16/2006 [yaqy 6:30 A.M.

Today's Forecast

Areas East Of The Rockies Remain Cold
The forecast has changed little over the last couple days,
with colder than normal temperatures found to the east of
the Rockies. A cold trough skates across the country in the
early half of the period, allowing below normal
temperatures to develop. High pressure then moves
southward from Canada, allowing a patch of much belows
originally only in the Rockies to expand to the east. The
only area to escape the cold is the West, where normals
linger for much of the period. Spotty aboves do pop up late
though, as southerly winds bring warmer temperatures.

MUCH ABOVE.. +8F OR UP NORMAL MUCH BELOW........ -8F OR DOWN
 30VE.....ceern.. +3FTO +7F -2F TO +2F BELOW........ccesveernne =7F TO -3F
l Confidence Level Boxes: 1=Low, 5=Moderate, 10=High

MDA EarthSat Energy Weather 6011 Executive Blvd.,Suite 400 Rockville, MD 20852 (240) 833-8300 Fax (240) 833-8301
www.mdafederal.com/wx/energywx/  (copyright 2006)



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
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Historic Prices:

NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(01/02-05/06) | (2005-2006) 22-Feb-06| 7-Mar-06 | 16-Mar-06

Apr | $5.34 $7.32 $7.270 { $7.107 | $7.360
May | $5.19 $6.75 $7.460 | $7.268 |  $7.520
Jun | $5.18 $6.12 $7.490 |  $7.453 |  $7.640
Jul $4.97 $6.98 $7.680 | §$7.611| $7.760
Aug | $4.91 $7.65 $7.760 | $7.723| $7.890
Sep | $529 | $10.85 $7150 | $7.873| $7.960
Oct | $5.92 | $13.91 $7.160 [ $8.211| $8.110
Nov | $6.65 | $13.83 $7.230 | $9.108 |  $9.340
Dec | $6.09 | $11.18 $7.310 | $10.260 | $10.320
Jan | $6.27 | $11.43 $7.360 | $10.623 | $10.950
Feb | $5.63 $8.40 $7.370 | $10.052 | $10.940
Mar | $6.02 $7.11 $7.320 | $8.868 | $10.750
12 Month Avg $5.62 $9.29 $7.380 $8.513 $8.878
Summer Average $7.424 $7.607 $7.749
Winter Average $7.318 $9.782  $10.460

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

Apr May Jun

Jul

Aug Sep Oct Nov Dec Jan Feb Mar
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North American
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DATE
February 22, 2006

BOTTOMING OUT

NORTH AMERICAN GAS PRICES TO BOTTOM IN MARCH;
PRICE SUPPORTS WEAKEN

One of the biggest surprises for March 2006 will be that prices will not average
below $6 per million British thermal units (MMBtu) for the month, given the
impact of record warm weather in January and early February, which resulted in
historically high storage inventories. The last time US storage inventories exceeded
our estimate for February, 1.7 trillion cubic feet (Tcf), was in 2002. Prices for
that month averaged $2.27 per MMBtu at Henry Hub. It will come as no surprise
to regular readers of this report that tighter supply and demand fundamentals
are the long-term driver for this price strength. The primary difference between
then and now is the decline in North American gas supply. CERA expects US
gas production to average 48.3 billion cubic feet (Bcf) per day in 2006 versus
50.7 Bcef per day in 2002. In addition to lost US production, Canadian exports
are expected to be 700 million cubic feet (MMcf) per day lower in 2006 than in
2002, for a net total loss of 3.1 Bef per day of supply versus 2002. This will be
partially offset by growing liquefied natural gas (LNG) imports in 2006. However
spot cargoes of LNG will not be available in sufficient volume to make up for
this lost supply. As a result, we expect demand to decrease in 2006 to 3.2 Bef
below 2002 levels.

This demand loss is in the face of strong economic growth over the past four
years. High prices have been required to ration supply in the market, mostly to the
detriment of the industrial sector. With this tight fundamental balance remaining
in place, the resulting higher prices may swing on shorter-term events such
as warm weather and hurricanes. In the longer term it will take strong supply
growth, in the form of increased LNG imports, to ease prices more substantially.
Assuming normal weather, despite record storage inventories, March prices will
ease rather than plummet, averaging $6.67 per MMBtu at Henry Hub (see Table
1). As the market seeks to establish a floor price, March could provide one of
the best gas- buymg oppor[umues this year. T

Note: All prices are in US dollars unless otherwise indicated

This veport was prepared by Cambridge Energy Research Associates. Ine, (CERA), and is not to be redistributed or reused in any wmanner, with the exception of client
intcrnal distribution as follows: CERA strives to be supportive of clicatintermal distribution of CERA content but requires that CER A content and intormation. including but
not limited to graphs, charts, tables, figures, aud data, are wot tn be disseminated outside of a clieit o ganization to any third party. including a client's customers, financial
institutions. consultants, or the public. Content diswributed within the client organization must display CERA's fegal notices and attributions of authueship. Some information
supplied by CERA may be abtained from soucces that CER A helieves 1o be reliable but are in no way warranted by CERA as to accuracy or completeness. Ahsent a specific
agreenient to the contrary, CERA has no obligation 1o update auy content or information provided ta a client

The CERA Monthly Bricfing is part of CERA’s Retainer Advisory Scrvice For mote information. please calt +1 617 866 5000 (USA) or +33 (0)1 42 44 10 10 (France). CERA’
or e-mail info@cera.com. Tn the USA: 55 Cambridge Parkway. Cambridge, MA 02142, USA In Europe: 21 boulevard de fa Madeieine, 75038 Paris. Cedex 01, France
@2006, Cambridge Energy Research Associates, Ine An fHS Comipany
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Table 1
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Spot Natural Gas Price Outlook: Henry Hub Benchmark
{nominal US dollars per MMBtu)

2000 2001 2002
January 2.40 8.45 2.29
February 2.66 5.65 2.27
March 2.78 5.15 3.00
April 3.02 5.20 3.37
May 3.57 4.21 3.51
June 4.30 3.72 3.20
July 4.04 3.07 2.99
August 4.38 3.01 3.08
September 5.01 219 3.50
October 5.03 2.42 4.08
November 5.49 2.37 4.06
December 8.75 2.37 4.74
Year Average 4.29 3.98 3.34

2003
5.39
7.00
6.37
527
5.77
5.80
5.04
4.96
4.61
4.65
4.45
6.12
5.45

2004 2005 2006 2007
6.03 6.17 8.76 7.36
541 6.09 7.69 7.37
5.38 6.91 6.67 7.32
570 7.19 7.27 7.25
6.28 6.47 7.46 6.78
6.26 717 7.49 6.82
5.92 7.57 7.68 6.33
543 9.29 7.76 6.35
4.99 12.114 7.15 6.38
6.24 13.36 7.16 6.40
5.88 10.30 7.23 6.47
6.63 12.98 7.31 6.51
5.85 8.80 7.47 6.78

Source: Cambridge Energy Research Associates. Historical data derived trom Platts Gas Daily.
Note: Excel tables are available in the North American Natural Gas client setvices area at www.cera.com.

The primary price risk for March will be for lower
prices if weather remains mild. However, don’t
expect prices (o sustain levels below $6 per MMBtu,
even if weather remains mild. Fundamental market
conditions in North America have continued to
tighten in the four years since the last price fall in

2002, and it will take more than a month or two of

mild weather to unwind prices to 2002 levels. Upside
price risk is limited by flush storage inventories.
CERA expects weather-induced price volatility to
continue, however, for the remainder of the winter
and into the spring. A key driver could be storage
withdrawals. Some storage fields mandate minimum
withdrawals to maintain reservoir integrity. In the
event of continued mild demand conditions, some
holders of inventory may push more supply on the
market to avoid inventory penalties. This would
further contribute to short-term weakness in the
March spot market (see Figure 1). As indicated in
this report throughout this winter, in a tight market
such as this one, small amounts of incremental
demand will cause prices to rise precipitously, just
as small amounts of incremental supply can cause
prices to tumble suddenly.

Looking toward March and early spring, the three
pillars supporting the high prices of December—fear
of supply shortage, husbanding of storage inventories,
and hurricane-related supply outages—will be
replaced by five columns supporting a relatively
strong foundation for March gas prices. These
five columns—higher oil prices, industrial demand
growth, hurricane-related supply outages, LNG
diversions, and anxiety about the 2006 hurricane
season—will be the key signposts to watch for
March. If these columns fail, you should expect
prices to fall lower as we expect more downside
price risk in March than upside potential from our
weather-normalized outlook.

High oil prices will continue to play the primary
role limiting the fall of gas prices. Already in the
US Gulf Coast and along the Eastern Seaboard, gas
prices and residual fuel oil prices are experiencing
price competition, with residual fuel oil discounting
prices to maintain market share (see Figures 2 and
3). If oil prices were to rise unexpectedly above our
outlook, natural gas could garner a greater share
of the residual fuel-fired power generation market.
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BNP Paribas Natural Gas Market Watch | 15 March 2006

Commentary

The EIA Crude and products stats weren't enough to provide a spark in Natural
Gas. Range bound/choppy price action on light volume (50708) sums up the day.
The market place is waiting on the release of the NG EIA storage stats. BNP
Paribas EIA survey is forecasting a draw of 69. Currently NG enjoys a 393 bcf year

on year surplus and 664 bcf 5 year surplus. Support: 7000, 6500, and 6000.
Resistance: 7250, and 7500.
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Although the information in this report has been obtained from sources which BNP Paribas believes to be
reliable, we do not represent or warrant its accuracy, and such information may be incomplete or condensed.
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. Natural Gas, Gas Liquids and Daily Market
A
ConocoPhillips Power Market Update Indicator

Jim Duncan, Market Analyst
(281) 293-1649

Thursday, March 16, 2006 Email: James.W.Duncan@conocophillips.com

(1-Day Indicator)

Wednesday Characterized By Marking Time...April Settles 2.4¢ Lower

Today: Bearish Aptil Natural Gas Closed Down 2.4¢ 30-Day: Bearish

Bottom Line — Expect a bearish reaction to the storage number _.in line with expectations.
Yesterday's Market

« April fell 4¢ by midday yesterday to the $7.13 area as it consolidated gains from its three-day rally, eventually ending the
day 2.4 ¢ lower at $7.143. Yesterday's settle marked at least a moderate lull to the short-term rally over the previous two
trading days. April slugged it out between $7.03 and $7.21, showing little inclination to break hard in either direction for
most of the day. Volume was light. The bulls had hoped for continued strength in the crude complex, but, at least for the
first half of the day, it provided little directional bias. In fact, the petroleum complex experienced its own negative day as
traders in that market took the opportunity to take profits on slack news and a slightly bearish inventory report out of the
DOE/API. The DOE reported that gasoline inventories edged down 900 kbbi to 223.884 MMbb!, eroding the surplus

$7.210 against year-ago levels to just 2.532 MMbb!. . slightly bullish. While the declines in gasoline inventories were in line with the

market's expectations, the drop in distillates was not. Distillate inventories fell 3.9 MMbbl, with low sulfur dieset accounting
for 1.1 MMbbt and heating oil 2.8 MMbbl. Aprit crude oil ultimately fell 93¢ to settle at $62.17.

Today's Market
« Other than coal, the cheapest fuel molecule continues to be natural gas. By my calculations, there's roughly 6 Befd of
switchable electric generation that, if switched, could eventually erase the surplus in storage. The fact that CONUS as a

£

$7.143

7110 whole continues to languish in mild weather makes that facl, at Teast 1ot the present, unlikely. It does underscore that it

only took a month to go from deficit storage to surpius storage and we could flip back the other way quicker than most of

the market realizes. I'm still not bullish, though. Today's storage number will likely be noncommittal. We seem to be locked

into a trade range that everyone likes. It's more likely, however, that the highest volatility in the energy commadities has

recently been in the crude and products pits. If | were a fund, that's where I'd be right now. That said, the fundamentals

$7.030 remain bearish even though the weather seems supportive, but only the weather guys seem hullish. The peaple that live i
fhe northeast quadrant aren’t calling This Wealher coli You koo -101

Access Trading 3/16/2006 8:49 AM Natural Gas $7.189 4 .6¢
WTI Crude $62.010 ($0.16) |IPE Brent $62.860 {($1.05)

10 Day Temperature Qutlool...

v A

s High Temperatures.

105

Tounight’s Low Temperatures...
A 0

Weather Briefs — Traffic Problems Due To Snow In AUpper Sigmeis: All My Buds In The Upper Midwest

=ois

Midwest — High Winds In Northeast — New Rain For South
And Southeast — Heavy Coastal Rain Out West

SRR

ag

I'm looking for a draw of 64 Bcf this week.

For the week ending March 10, my forecast calls for a draw of
64 Bef.  Most of the analysts are in agreement this week
calling for a draw in the 55-65 Bcf range. This week's draw

will be lower than last year's draw of 95 Bcf, the three year The next system that enters the Midwest has Minneapolis,
average draw of 74 Bcf and the five year average draw of 67 Madison, and Milwaukee in its sites, each of which could see
Bef. The current inventory level is 1 887 Tcf and we are now several inches of accumulating snow by nightfall. This system

. will be a cause for concern for the afternoon commute, as the
413 Bcf above last year, and 707 Bcf above the five year storm witl run along Interstates 90 and 94 and will peak in this

average. area late in the afternoon. I've spent a lot of time on those
roads.

ConocoPhillips Co. Page 1 3/16/2006
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gallon in 2007. Transportation diesel prices are projected to average $2.49 per gallon
this year before retreating to $2.42 per gallon in 2007.

Recent increases in product imports have contributed to high inventories. Despite
substantial hurricane-related inventory drawdowns, motor gasoline and distillate
stocks have recovered to levels surpassing those of a year ago year (Figure 9. U.S.
Gasoline Inventories). These stocks are projected to remain at or above the high end

of the 5-year average ranges throughout the forecast interval (see February 23 This
Week in Petroleum)

Natural Gas Markets

Total natural gas demand in 2006 is projected to remain near 2005 levels, then
increase by 2.4 percent in 2007 (Figure 10. Total U.S. Natural Gas Demand Growth).
Residential demand, in particular, is projected to fall by 1.8 percent from 2005 levels
in 2006 and then increase by 4.3 percent in 2007. Because of the warm January and
the assumed return to normal summer weather the demand for natural gas for
generation of electricity is expected to fall by 4.4 percent in 2006, then increase by 1.3
percent in 2007. Recovery in natural gas-intensive industrial output following the
2005 hurricanes is expected to contribute to growth in industrial gas demand this
year (4.3 percent) and in 2007 (1.5 percent).

Domestic dry natural gas production in 2005 is estimated to have declined by 3.2
percent owing mainly to the hurricane-induced infrastructure disruptions in the
Gulf of Mexico. According to the Minerals Management Service, approximately 400
million cubic feet per day of natural gas production are expected to remain offline
prior to the start of the next hurricane season, June 1, 2006 (Figure 11. Shut-In
Federal Offshore Gulf Natural Gas Production). However, overall dry gas
production is projected to increase by 2.2 percent in 2006 and 1.7 percent in 2007.
Total liquefied natural gas (LNG) imports are projected to increase from their 2005
level of 630 bef to 830 bef in 2006. LNG imports in 2007 are expected to reach 1,030
bcf.

On February 24, 2006, working gas in storage stood at an estimated 1,972 bef. Stocks
are 344 bef above 1 year ago and 641 bef above the 5-year average (Figure 12. U.S.
Working Natural Gas in Storage). Much of the current high storage level is
accounted for by unexpectedly warm winter weather, particularly in January. Spot
Henry Hub natural gas prices, which averaged $8.98 per mcf in 2005, are expected to
fall close to $7 per mcf over the next few months (from an average of about $13.44
per mcf in December). Thus, barring extreme weather conditions for the rest of the
year, 2006 should bring a noticeable easing in spot natural gas prices, leading to an

Energy Information Administration/Short-Term Energy Outlook — March 2006
4
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annual average decline in the Henry Hub price of about 10 percent. The respite is
expected to be short-lived. Concerns about potential future supply tightness and
continuing pressure from high oil market prices are keeping expected spot natural
gas prices for the next heating season at high levels, with the Henry Hub spot price
again rising above $10.00 per mcf. The Henry Hub price is expected to average
approximately $8.74 per mcf in 2007.

Electricity Markets

Electricity demand is expected to increase only slightly in 2006 (0.4 percent) because
of weak heating-related demand this past January and the lower expected cooling-
related demand this summer in comparison to conditions seen in 2005. Continued
growth in the economy plus a boost in heating-related demand in the first quarter
next year are expected to yield an overall growth in electricity demand of 2.1 percent
in 2007 (Figure 13. Total U.S. Electricity Demand Growth). Residential electricity
prices rose an estimated 5.5 percent nationally in 2005. Some of the fastest increases
in household electricity prices occurred in the Northeast (particularly New England)
and in the West South Central region (Texas, Louisiana, Oklahoma, and Arkansas).
Much of the increases were fueled by sharply higher prices for peaking fuels and
very high summer demand for those fuels, particularly natural gas. Some additional
increases in delivered residential prices are likely in many regions through 2007, but
at a considerably slower pace than seen in 2005.

Coal Markets

Electric power sector demand for coal is projected to increase by 0.6 percent in 2006
and by another 2.5 percent in 2007 (Figure 14. U.S. Coal Demand Growth). Power
sector demand for coal continues to increase in response to high natural gas and oil
prices. U.S. coal production is projected to grow by 2.7 percent in 2006 and by 1.3
percent in 2007 (Figure 15. U.S. Coal Production). The price of coal to the power
sector is projected to rise throughout the forecast period, although at a slower rate
than in 2005. In the electric power sector, coal prices are projected to rise by an
average of 4.1 percent in 2006 and by an additional 2.9 percent in 2007, increasing
from $1.54 per million Btu in 2005 to $1.65 per million Btu in 2007.

Energy information Administration/Short-Term Energy Outiook ~ March 2006
5
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Attachments B - D
Cost Averaging Fixed Prices
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The Union Light Heat & Power Company Attachment B
Hedging Program for Winter 2005-06

Cost Averaging with —

Total Closing Price Winter Total Locked in
Amount November December January February March Strip Cost To Date
4-Apr 6,629 $8 251 $8.571 $8.791 $8.78 N v

Total

Basis to Columbia Guli Onshore
|Price to be paid for -de!ivered November 1, 2005 to March 31, 2005
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The Union Light Heat & Power Company Attachment C
Hedging Program for Winter 2005-06
Cost Averaging with

Total Closing Price Winter Total Locked in
Amount November December January February March Strip Cost To Date

1-Jun
2-Jun
3-Jun
6-Jun
7-Jun
8-Jun
9-Jun
10-Jun
13-Jun
14-Jun
15-Jun
16-Jun
17-Jun
20-Jun
21-Jun
22-Jun
23-Jun
24-Jun
27-Jun
28-Jun
29-Jun
30-Jun
1-Jul
5-Jul
6-Jul
7-Jul
8-Jul
11-Jul
12-Jul
13-dul
14-Jul
15-Jul

28-Jui ¥
29-Jul
Total ‘

Basis to Columbia Gu#Onshore ™ /
IPrice to be paid for delivered November 1, 2005 to March 31, 2005:




9-Jan
10-Jan
11-Jan
12-Jan
13-Jan
17-dan
18-Jan
19-Jan
20-Jan
23-Jan
24-Jan
25-Jan
26-Jan
27-dan
30-Jan
31-Jan

1-Feb

2-Feb

3-Feb

6-Feb

7-Feb

8-Feb

9-Feb
10-Feb
13-Feb
14-Feb
15-Feb
16-Feb

17-Feb

21-Feb
22-Feb
23-Feb
24-Feb
27-Feb
28-Feb

1-Mar

2-Mar

3-Mar

6-Mar

7-Mar

8-Mar

9-Mar
10-Mar
13-Mar
14-Mar
15-Mar
16-Mar
17-Mar
20-Mar
21-Mar
22-Mar
23-Mar
24-Mar
27-Mar
28-Mar
29-Mar
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The Union Light Heat & Power Company Altachment U
Hedging Program for Summer 2006
Cost Averaging with

Total Closing Price 7 Month Total Locked in
Amount  Apr-06 May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 Strip Cost To Date

Basis to Columbia Gulf Onshore

Price to be paid for P delivered April 1, 2006 to October 31, 2006: i




