~ DUKE ENERGY CORPORATION
5 Duke
E% %Enargy 139 East Fourth Street

1212 Main

Cincinnati, OH 45201-0960
Telephone: (513) 287-4315
Facsimile: (513) 287-4385

Kristen Cocanougher
Sr. Paralegal
E-mail: Kristen.cocanougher@duke-energy.com

VIA OVERNIGHT DELIVERY
May 12,2011

RECEIVED
Jeff Derouen ;
Executive Director MAY 1.3 201
Kentucky Public Service Commission PUBLIC SERVICE
211 Sower Boulevard COMMISSION

Frankfort, Kentucky 40602-0615
Re: Case No. 2008-00175

Dear Mr. Derouen:

Enclosed please find an original and twelve copies of Duke Energy Kentucky, Inc.’s
Annual Report on Hedging Activity for April 1, 2010 through March 31, 2011 and Report on
Ongoing Gas Hedging Activity for Future Gas Deliveries and the Pefition of Duke Energy
Kentucky, Inc. for Confidential Treatment Contained in this Reporf. ~Also enclosed is one
copy of the Confidential Material (Attachment A and Report) to be Filed Under Seal as
requested in the Petition for Confidential Treatment.

Please date-stamp the extra two copies of the Report and Petition and return to me in the

enclosed envelope.

Sincerely,

%W& WV“%M

Kristen Cocanougher

ce: Larry Cook (w/enclosures)

414993



RECEIVED

MAY 13 201

PUBLIC SERVICE
BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION COMMISSION

COMMONWEALTH OF KENTUCKY

In the Matter of:

APPLICATION OF

DUKE ENERGY KENTUCKY, INC. TO
IMPLEMENT A HEDGING PROGRAM
TO MITIGATE PRICE VOLATILITY
IN THE PROCUREMENT OF
NATURAL GAS

CASE NO. 2008-00175

H

PETITION OF DUKE ENERGY KENTUCKY, INC.

FOR CONFIDENTIAL TREATMENT OF INFORMATION CONTAINED IN
THE ANNUAL REPORT ON HEDGING ACTIVITY FOR APRIL 1, 2010
THROUGH MARCH 31, 2011,

AND REPORT ON ONGOING GAS HEDGING ACTIVITY FOR FUTURE GAS
DELIVERIES

Duke Energy Kentucky, Inc. (Duke Energy Kentucky), pursuant to 807 KAR
5:001, Section 7, respectfully requests the Commission to classify and protect as
confidential certain information that is contained in its Annual Report on Hedging
Activity for April 1, 2010 through March 31, 2011 and Report on Ongoing Gas Hedging
Activity for Future Gas Deliveries in this proceeding, which is being filed
contemporaneously with this petition. In support thereof, Duke Energy Kentucky states:

1. Duke Energy Kentucky has filed today documents containing sensitive
and confidential information relating to the volumes of gas that Duke Energy Kentucky
purchased through the use of hedging instruments for its hedging plan. Disclosure of this
information would damage Duke Energy Kentucky by alerting suppliers as to how much

gas Duke Energy Kentucky intends to purchase through hedging instruments at any
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particular point in time, which could allow suppliers to raise the cost of their hedging
instruments to Duke Energy Kentucky, thus making it more costly to Duke Energy
Kentucky to acquire hedging instruments for future gas supply. As required by 807 KAR
5:001, Section 7(2)(b), Duke Energy Kentucky is providing one copy of the hedging
program volume information under seal.

2. Certain attachments contain copyrighted documents published by PIRA
Energy Group not available for reproduction to the general public. This information is
subject to copyright protection and has been obtained through paid company
subscriptions.

3. The Kentucky Open Records Act exempts from disclosure certain
commercial information. KRS 61.878 (1)(c). To qualify for this exemption and,
therefore, maintain the confidentiality of the information, a party must establish that
disclosure of the commercial information would permit an unfair advantage to
competitors of that party.

4, The hedging volume information described above contains sensitive
commercial information, the disclosure of which would injure Duke Energy Kentucky for
the reasons stated above. Duke Energy Kentucky’s purchases of hedging instruments are
confidential. Public release of this information would allow other suppliers to have
access to this information and could enable such suppliers to charge higher prices to
Duke Energy Kentucky for hedging instruments. The Commission previously granted
confidential treatment to similar information on June 17, 2010.

5. The information for which Duke Energy Kentucky is seeking confidential

treatment is not known outside of Duke Energy Kentucky, and it is not disseminated
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within Duke Energy Kentucky except to those employees with a legitimate business need
to know and act upon the information.

6. The public interest will be served by granting this Petition, in that Duke
Energy Kentucky’s ability to obtain low cost gas supplies will be fostered and the cost of
gas to Duke Energy Kentucky’s customers will thereby be minimized.

WHEREFORE, Duke Energy Kentucky respectfully requests that the
Commission classify and protect as confidential the specific information described
herein.

Respectfully submitted,

DUKE ENERGY KENTUCKY, INC.

0 0. D’ Ascenzo (92796)
Associate General Counsel
Amy B. Spiller (85309)
Deputy General Counsel
Duke Energy Business Services, LLC

139 East Fourth Street, 1303 Main
Cincinnati, Ohio 45201-0960

Phone: (513) 287-4320

Fax: (513) 287-4385

e-mail: rocco.d’ascenzo@duke-energy.com
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CERTIFICATE OF SERVICE

I certify that a copy of the foregoing Petition for Confidential Treatment
was served to the parties listed below by regular United States mail, postage

prepaid, this / Zﬂ/day of May, 2011.

occo O. D’ Ascenzo
Hon. Larry Cook

Assistant Attorney General

Capital Center Drive, Suite 200

Frankfort, Kentucky 40601-8204
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The Vice President Ohio and Kentucky Gas Operations, Manager of Gas Resources,
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 2011 is attached, along with the information reviewed during each meeting (see
Attachment A).

A summary of the amounts hedged for delivery during the 12 months ended March
31, 2011 and hedged prior to March 31, 2011 for delivery at a later date is shown below,
followed by details of the factors influencing Duke Energy Kentucky, Inc’s (“Duke Energy
Kentucky™) decision to enter into a hedging agreement each time.

Strike Price | Delivery | Volums Seasonal
Date Supplier Type Per Dth Point Dth/day Month(s) Volume
| Summer 2010 _
3/19/2008* Fixed CGT Nov09-QOct 10
12/3/2008%* Fixed CGT-M Apr09 —Mar 11
1/26/2009¢* Collar CGT-M Apr09 ~Mar 11
4/8/2009% ¢+ Fixed CGT-M Nov09-—-Qct 1}
11/17/2009%%* Fixed CGT-M Jun 10~ Aug 10
2/24/2010%*+ Fixed CGT-M Apr 10 - Sept 10
Winter 2010/11
12/3/2008%* CGT-M Apr09 - Mar 11
1/26/2009** | _Collar CGT-M Apr09 --Mar 11
4/8/2009%%* | Fixed CGT-M Nov 09— Oct 11
11/17/2009%** Fixed | CGT-M Nov 10 -Oct 12
2/24/2010%¢% Fixed CGT-M Pec 10 -Feb 11
6/23/2010 Collar CGT-M Nov 10- Mar 12
Summer 2011
4/8/2009%%* Fixed CGT-M Nov09-0Oct 11
9/9/2009%*¢ Fixed CGT-M Apr11-~Marl2
11/17/2009%2* Fixed CGT-M Nov 10-0ct 12
6/23/2010 Collar CGT-M Nov 10-Mar 12
Winter 2011/12
9/9/2009%%¢ Fixed CGT-M Apr Il - Mar 12
11/17/2009%%¢ Fixed CGT-M Nov 10~ 0Oct 12
6/23/2010 Collar CGT-M Nov 10 - Mar 12
12/20/2010 Fixed CGT-M Nov 11 -Mar 13
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*  Sce Annual Report on Hedging Activity for April 1, 2007 ~ March 31, 2008
*¢  Sce Annual Report on Hedging Activity for April 1, 2008 - March 31, 2009
*¢# See Annual Report on Hedging Activity for April 1, 2009 ~March 31, 2010

There were no transactional costs associated with any of these arrangements.
When the natural gas is delivered, the suppliers simply invoice Duke Energy Kentucky
based on the hedged price. The portions of system supply hedged for each season are
listed in the table below, along with the percentage including storage:

Page 3 of 334
Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dih Point Dth/day Month(s) Volume
Summer 2012
11/17/2009%* Fixed CGT-M Nov 10 ~Oc1 12
 12/20/2010 Fixed CGT-M Nov Il - Mar 13
| Winter2082/13 .
(127202000 | Nov 11 - Mar 13

; Season Total System
As of March 31, 2011
Summer 2010

Winter 2010/11
Summer 2011

Winter 2011/12
Summer 2012

Winter 2012/13
Summer 2013

Total Hedged

During the hedging meeting on June 22, 2010, discussion focused on the
fundamentals of the market such as weather, storage, analyst’s forecasts for futurc price
movements, and current positions in the Hedging Program. Weather and storage levels
were discussed at length. Several analysts were projecting a much hotter than normal
summer and a higher number of hurricanes than normal. In addition, several analysts
were projecting high levels of gas in storage (but not as high as the previous year). After
discussion, it was determined that additional hedging should take place and the supplicrs
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should be contacted to determine interest in a Costless Collar. The term of the hedging
the additional volumes is for a 17 month period beginning November 2010 through
March 2012. Three suppliers were contacted and asked to provide a floor for a ceiling set

al The results were: EEEE
was awarded the Costless Collar.

The EIA storage report released on June 17, 2010 indicated that as of June 11,
2010, total U.S. amount of gas in storage was 2,543 bef (65% full), which was 2 bef
higher than the previous year and 313 bef higher than the five-year average. Duke
Energy Kentucky's storage with Columbia Gas was approximatelyEEibcf §

The table below compares the futures price data for June 23rd with the most
recently available forecasts from PIRA and EJA and the collared price that Duke Energy
Kentucky agreed to pay il for base gas to be delivered November 1, 2010 through
March 31, 2012 at Columbia Guif Mainline. Since a single collar was locked in for all 17
months, a column showing the average price is provided for comparison purposes.

Please note that PIRA's and EIA’s forecasts do not cover the entire term.

Price Forecasts NYMEX Futures Price Collar
Month PIRA EIA High Low Close Price
Nov 10 $5.000 $4.550 $5.260 $5.155 $5.220
Dec 10 $5.200 $4.990 $5.530 $5.510 $5.514
Jan 11 $5.200 $5.200 $5.712 $5.600 $5.691
Feb 11 $5.100 $5.170 $5.651 $5.538 $5.628
Mar11l $4.500 $5.050 $5.548 $5.470 $5.524
Apr 1l $4.300 $4.930 $5.274 $5.205 $5.251
May 11 $4.300 $4.920 $5.284 $5.190 $5.261
Jun 11 $4.400 $4.910 55,340 $5.306 $5.306
Julll $4.600 $4.880 $5.370 $5.339 $5.361
Aug 11 $4.600 $4.820 $5.415 $5.396 $5.406
| Sep 11 $4.500 $4.920 $5.448 $5.420 $5.438
Oct 11 $4.500 $5.040 $5.560 $5.523 $5.523
Nov I $4.800 $5.310 $5.743 $5.725 $5.743
Dec 11 $5.000 $5.620 $6.016 $5.970 $6.003
Jan 12 A [ $86.195 | $6.118 |  $6.195
Feb 12 . i $6.155 $6.125 $6.137
Mar 12 e SRk $5.977 $5.977 $5.977
Average $4.714 $5.022 $5.616 $5.563 $5.599
No Cost Collar (6/23/10)
Floor
Ceiling !
Faux Storage Service with — February 2010

In February 2010, Duke Energy Kentucky contacted B, EESE and B
to provide a storage like service for the Winter of 2010/2011 and 2011/2012. Duke
Energy Kentucky requested the supplicrs bid on the following proposal:
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Maximum Daily Quantity:  from 0 to 20,000 Dth/day
Term Purchase Quantity: 1,000,000 Dth (must take)
Delivery Point: into KO pipeline

This represents approximately 12% of the estimated load for the Winter of
2010/2011 and 2011/2012.

The commodity component of the total cost would be set at a date determined by
Duke Energy Kentucky.

For analysis purposes the Commodity cost portion of the total cost was based on
NYMEX closing price on February 24, 2010. The results were as follows:

purchasing additionali |
remained the lowest priced alternative.

On March 5, 2010, Duke Energy Kentucky contacted [
Commodity portion of the total cost for the first year based on the NYMEX closing
prices on March 5, 2010. The Commodity portion of the total cost based on the NYMEX
closing prices on March 5, 2010 was FEEER/Dth for the Winter 2010/2011.

On August 25, 2010, Duke Energy Kentucky contactedfi 2 7
Commodity portion of the total cost for the second year based on the NYMEX closing
prices on August 25, 2010. The Commodity portion of the total cost based on the
NYMEX closing prices on August 25, 2010 wa§EEEVDth for the Winter 2011/2012,

During the hedging mecting on December 15, 2010, discussions focused on
market fundamentals such as weather, storage inventory levels, and economic factors
such as supply and demand. In addition, discussed Winter and Summer Strip Charts
based on Technical analysis, spreads between current NYMEX prices, forecasts, and
historical prices. Discussed the cold December temperatures impact on NYMEX pricing.
In addition, discussed the position of the Kentucky Hedging program and that no
additional hedging is required under the plan at this time. Based on this information the
Natural Gas Hedging Committee decided not to hedge additional gas for the Winter of
2010/2011 but to closely monitor pricing on the 2-year strip beginning April 2011 to
March 2013 Subsequemly, with prices dropping Duke Energy Kentucky contacted

B, andfE requested bids on 1,000 dth’s/day on Columbia Gulf
Mamlme for the penod beginning November 1, 2011 through October 31, 2013 and
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November 1, 2011 through March 31, 2013. Listed below are the supplier’s bids for each
time period.

Columbia Gulf Mainiine — 1,000 Dth/Day
Nov. 2011 — Mar. 2 Nov. 2011 - Oc

Upon review of the bids, it was determined the time period to be accepted would
be November 1, 2011 through March 31, 2013 due to the fact that adding an additional
Summer to the bids would have been expected to lower the price. However, as the table
indicates the lower bids 2011 through March 31, 2013
time period. Therefore.

The EIA storage report released on December 16, 2010 indicated that as of
December 10, 2010, total U.S. amount of gas in storage was 3,561 bef (92% full), which
was 32 bef lower than the previous year and 321 bef higher than the S-yea verag
Duke Energy Kentucky’s storage with Columbia Gas was approximately
full).

The table below compares the futures price data for December 20th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay Please note that PIRA’s and EIA’s forecast did
not cover the entire term.

| Price Forecasts NYMEX Futures Prics Fixed

Month PIRA EIA High Low Lloss Price
Nov 11 $4.100 | $4810] $4.720| $4.579 | $4.713
Dec 11 $4400 | $5.1201 34981 $4.834 |  $4.969
Jan 12 SR fnee $5.028 | $5.129
Feb 12 £5.009 | $5.002
Mar 12 $4.885 |  $4.988
Apr 12 84.698 ¢ $4.788
May 12 4.744 | $4.795
Jun12 4.790 | $4.830
Jul 12 $4.823 | $4.873
Aug 12 $4.908 | $4.908
Sep 12 $4.921 $4.921
Oct 12 $4.939 | $4.995
Nov 12 $5.170 { $5.170
Dec 12 $5.350 | $5.409
Jan 13 $5.540 | $5.571
Feb 13 $5.527 | $5.527
Mar 13 $5.383 | $5.383
Weighted Ave,
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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
{FOMI) for the delivery point where physical delivery of the hedged gas was received
(Columbia Gulf Onshore or Columbia Gulf Mainline). 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, 2011 gas costs were about $6.0 million higher 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 2010

i Hedged | IFERC Cost
. . Total Receipt Price FOMI Increase/
Type " { Dib/day Dth Point $/dth $/dih (Savings)

$3.80
$1.80
$3.80
$3.80
$3.80

$4.20
$4.22
$4.22
$4.22
$4.22

34.13
$4.12
34.12
$4.12
$4.12
$4.12

34.67
$4.65
$4.65
$4.65
$4.65
$4.65

$4.73
$4.73
$4.73
$4.73
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Summer Season 2010 (Continued)

Typs

Diivde

Winter Season 2010-11
et e e : Hedged | IFERC “Cost -
: : S SENRE Total Receipt Price - FOMI{ © Increase/

. Supplier ' Type Diivday | - Dth Point $/dth $/dth ... {Savings)
November e

CGT-M $3.23

CGT-M $3.23

CGT-M $3.23

CGT-M $3.23

CGT-M $3.23
December

CGT-M $4.21

CGT-M $4.21

CGT-M $4.21

CGT-M $4.21

CGT-M $4.21

CGT-M $4.21

CGT-M $4.18

CGT-M $4.18

CGT-M $4.18

CGT-M $4.18

CGT-M $4.18

CGT-M $4.18

CGT-M $4.26

CGT-M $4.26

CGT-M $4.26

CGT-M $4.26

CGT-M $4.26
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Winter Season 2010-11 (Continued)
| Hedged | IFERC Cost
Receipt Price FOML Increase/
Type Dilyday Point $/dth $/dth p
2 B 5 CGT-M $4.26
CGT-M $3.72
CGT-M $3.72
CGT-M $3.72
CGT-M $3.72
CGT-M $3.72

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, 2011. The prior year’s hedging program continues to affect
the AA portion of the GCA through August 31, 2010. Likewise, gas costs during the 12
months ended March 31, 2011 will continue to affect the AA portion of the GCA through
August 31, 2011, 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 ccf.

Month Impact on EGC Impact on AA * Impact on GCA
April 2010 +$0.0546 +$0.0198 +$0.0744
May 2010 +$0.0989 +$0.0198 +$0.1187
June 2010 +$0.1331 +30.0242 +80.1573
July 2010 +$0.0976 +50.0242 +$0.1218
| August 2010 +$0.1172 +$0.0242 +$0.1414
September 2010 +$0.1087 +$0.0236 +$0.1323
October 2010 +$0.0872 +$0.0236 +$0.1108
November 2010 +$0.0559 +50.0236 +$0.0795
December 2010 +$0.0383 +$0.0202 +80.0585
January 2011 +$0.0258 +$0.0202 +$0.0460
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Month Impact on EGC Impact on AA * Impact on GCA
February 2011 +$0.0295 +$0.0202 +$0.0497
March 2011 +$0.0483 +$0.0195 +$0.0678

*Includes 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 Cef used’in the calculation of the EGC as pant of the GCA filing effective
March 1, 2011. Based on this calculation, GCA customers will pay approximately
_Ccf more than they would have paid absent the hedging program for natural gas
purchased between April 1, 2010 and March 31, 2011, as shown below:

Effect of Hedging Program on Volatility

The hedging program increases costs when market prices are relatively low and
decreases costs when market prices are 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. In past reports, Duke Energy
Kentucky has pointed out that the standard deviation of monthly gas costs was lower with
hedging than it would have been without hedging. However, based on the 12 months
ended March 31, 2011, the standard deviation would have been slightly lower without
hedging by about $EER per dth. This result is primarily due to the fact that market prices
during this period were extraordinarily stable. The standard deviation for gas costs
without hedging was only 38808 per dth. This represents the lowest variance in the
market price of gas since Duke Energy Kentucky began its hedging program in 2001, as
the standard deviation of gas costs without hedging is normally between $1.00 - $3.00 per
dth. When market prices are that stable, a fixed price can increase volatility since the
percentage hedged changes from month to month. For example in both April and
September of 2010, dth/day were hedged with an average price of S
However, this representecd@88of April’s total purchases and [ of September’s. Even
with this slight increase in standard deviation, the variation in monthly gas cost was still
low compared to historic market prices.

Actual Average Commodity Cost of Estimated Average Commodity Cost of
... Ges (Inclndes Hedging) - § X Gas Without Hedring .
K - Cosi Dib 2
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10

Oct-10

Nov-10
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Dec-10

Jan-11

Feb-11

Mar-11

Standard Deviation

Actual Average Commodity Cost of Estimated Average Comm

Gas (Includes Hedging) Gas Without Hed,
Commodity Wet.
Cost Dth .

Increase in Standard Deviation

Weather Analysis

The table below lists heating degree days for November 2010 through March

2011 compared to normal.

Nov Dec Jan Feb Mar | Total
Normal Heating Degree Days* 621 907 1,069 855 662 | 4,114
2010/2011
Heating Degree Days 605 1,186 | 1,197 787 632 | 4,407
% Colder (Warmer) than Normal | (3%) | 31% 12% | (8%) | (5%) 7%

* Based on 10-year average 1990-1999.

Summary

Gas prices for the 12 months ended March 2011 were consistent and historically
low priced., The average NYMEX settlement price for the 12 month period ended March
31, 2011 was about $4.09 with a range of $1.48. The comparable 2010/2009 average was
about $4.09 with a range of about $2.97. During this period the result of the hedging
program was increased costs. Although the hedging plan increased gas costs overall, the
hedging strategy was in place to provide protection against extreme prices and reduce

volatility.
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Attachment A
Information Reviewed at Hedging Meetings
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Gas Commarcial Oporationa
Hedging Program
Market Indicators Summary
March 23, 2010
Pricer Paga
L lPres!urolTe"" I Comments Rat
Wanthor
NOAA predicling above averaga temperaiures for Apr 2010--Jun 2010 for|
. he wastern portion of CONLIS with pockets of below nomal temperatures
Long Term Forecast (Apr 10-Jun 10) > | Long in the conteal partions, and equal chango of above, normal of bolow 10
epst of the M nver
" Apnl is predicted to be 3.9% colkder than 10 year normal and May 15
Mid Term Forecast (30-60 days) Long p to be 19 0% colder than 10 year normal. n
Above and Normal temperatures deminate majosity of CONUS during early
Short Term Foracas! (8- 10 days) ‘ Short Jportion of forecasted period changing to balow in Midwest and East 12
{sections during tha later portion of tha torecasted period.
Storage Inventory
Storage wilhdrawals for the week ending March 12{h werp 11 BCF
EIA Weekly Storaga Report l tong {Storage lavels are at 1 615 TCF which is 2 4% lowar than Iast year end 13
4 7% higher than the 5 year average.
Industry Publications
PIRA Energy Group Stiale gas economics suggest that the extended NYMEX gas pnee curve
Summer 2010, f Long {over the next yoer or 5o will prove to be unsusisinably high  PIRA
Winter 201011 proj MBtu for 2010 and 55 70 for 2011,
Maeifl Lynch slashas 2010 price 17% to §5 00 MMBiu. “The reason
Gas Daily l Long tbehind the lowar nature! gas prices is simply mors supply.” Breskaven 14-18
in shale plays range from $1.50 to 54.00/MMBlu.
The ebundance of gas from shale plays will only heighten the competition
between gas and coal in he power gensration seclor over the next several
Gas Daily f Long jyears. The impact of axcess gas supply on the 2000 cos! burm was huge—{ 17- 18
coalfired generation declined 15 7% whila Ihat of nalural gas incregsed
14.5%
EPA launches study into fracking mmpacts. “Our research wikl be designed
Gas Daily t | Long Jio answer sbout the p impact of hyds ingon |19-20
human healih and the environment™,
Gas pricas are hkely to slagnale in b trading renge belwesan $4 and
Ges Daly ‘. Lang [SE/MMBtu for tha next year and a half, due to robust supply and soft 21-22
Government Agencios
I
g::%:"z'g'r’gsmggm ptrtion T Long The projected Henry Hub sanual average spot prea is expecied to b 23
Winter 2010/11 $5.714 $5 188 per MMBLu in 2010 and 35 846 per MMBIu in 2011,
Technical Analysis
Summer 2010 Strip Chant <+—p | Short |Ciosed at $4.38 24
Winter 2010-11 Strip Chart “~—p | Short {Closed at $5 48 28
ElA' Natural gas is proj fo 07% 0629
Befiday in 2010 and dechno by 0 4% In 2011 Cold weather drives this
Demand > | Long |years increase. HDD during the first 2 months of 2010 wera 5 5% above 28
the 30-year normal Bnd the highest since 2004. The small dectine in 2014
refiacls the projacted retum (o near-normal weather,
EIA Total markeled natural gas production declines 2 7% lo 50 7 8CF/day
in 2010 and mcreases by 1 1% in 2011 EIA expects U S net imports to R
Supply 1| 1% [oo sighy ngnermn 2010 For 2010, U s (NG imparts are forecast o | 20" 27
increase by about 45% {or 0 56 Bet/d)
b of globat growth during 2010 dnves
oil consumplion up 15 million bbl/d from 2009 This increased growth in
M -
Ot Markel tong 2010 supporis a firming of crude oif above $80 per bared fhis summer 20
Meoting Minutes: 10th Floor North Conference Room ~ 1:00 gm
Aliendees: Jefl Kem Jum Henning, Patty Walker, Mke Brumback, Mitch Martin, Joachim f Steve N
Discussed current markst including weather ft . storago levels and verious analysls projections as well as E1A's forecasts for
nalural gas and of markots. In addition, discussed EPA's proposed stuty on frecking. Shale gas breakaven economics of vanous shale gas plays
and discussed the displacement of coal as a fue) source vs natural gas  Basod on the p dd ductions in pnce} as
well a3 the currant position of the Hedging Program o additional hedging is proposed
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Duke Energy Kentucky
Hedglng Program
Current Position

System Hedged 1o Date Next Targal (3/31/10)
Dalivery Supply N Total Required  Allowed
Month Dihimo Othiday  Dthimo dih/dsy dthiday

Nov-08
Dec-09
Jan-10
Feb-10
Mar-10
Winter 09/10
Storage Gas

Exciuding Storage Gas
Including Slorage Gas
Target Lavels By Octo!

Apr-10
May-10
Jun-10
Juk-40
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By Macch 31, 2010

Nov-10

Dec-10

Jan-11

Fab-11

Mar-19Y

Winter 10/11

Target Levels By October 31,

Apr-11

May-11

Jun-11

Jul-14

Aug-11

Sep-11

Qct-11

Summer 2011 -
Targe! Lavels By March 3

Nov-11
Dec-11
Jan-12
Feb-12
Mar-12
Winter 11/12

Apr12
May-12
Jun-12

Summer 2012
Target Levels By March 31, 2010
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prives:
NYMEX Closing Prica
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
{05/06-09/10}1 {2009-2010) 23-Feb10| 9-Mar-10 | 22-Mar-10 Ohlo Kentucky
$7.06 $3.63 $4.850 $4.137 $
$7.21 $3.32 $4.910 $4.197 $
$7.02 $3.54 $4.960 | $4.262 $
$7.37 $3.95 $5.000 $4.361 $
$6.68 $3.38 $5.050 $4.424 $
$6.87 $2.84 $5.090 $4.464 $
$7.15 $3.73 $5.160 $4.578 $
$7.80 $4.29 $5.330 $4.963 3
$7.62 $4.49 $5.560 $5.412 $
$7.28 $6.14 $5.870 $6.640 $
$6.61 $4.48 $6.020 $5.609 $
$6.49 $4.06 $5.770 $6.497 3
12MonthAvg  $7.10 $3.99 $5.299  $4.795
Summer Average $5.003 $4.345
Winter Average $5.714 $5.424

Apt May June July Aug Sep! Oct Nov Dec Jan Feb Mar
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EarthSat’s 30-60 Day Outlook

Wednesday, March 17, 2010

Updated:
Mar 17, 2010

Forecasler: SS(BH[! {x)

Departure from 30-yesr normal {*F)
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Europesn modsls monthly oo relkeased on Monday shows 8 gattermn that

e 10110 0.4 0.5t0 -0.9 Dto-1.9

BE.20t0-29 EBE sao

No changes

Warm in the West

The May forecast remains unchanged, continuing (o featwse a wanm outlook
in the West and cooler than nomal tomperatures in (he Midwest and North-
east. The ECMWF monthly map (left) shows 8 much wanner scenario across
the M| and East with more d above normal

sthoes emientios by o forecest, wah warmar D normat
memmw"mmwmmmm
scross prerts of the South. 1t shows 8 ot of nesr nommed temps eooss By
mad-contnent wineh mzy bo 4 sign of 5 man verizhis month oversd.
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yaazre with siedar
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enpmeliat in tho Ning 3.4

sl & 2

Apr GWHDD® Forecasts *10¥ Norma) updatod to ‘0008
10Y Normal*  344.7

Apr 2010 Fest] 358.0 [y nomar 3600
Apr-2009 364.2

overall. The CFS monthly outlook for May {center) using inllial conditions
from March 8-March 15 also shows a wamer sotulion across the Nostheaat
and Eastern Canada, with colder anumalies ecross Texas inlo the Southem
Plains and Midwesl Using the Nino 2.4 and 4 analogs gives an cutiook
{right) that show more similarities (o ous overall.

May PWCDD"* Forecasts *16Y Normal updated to ‘0009

10Y Normal®  108.6
May 2010 chti 88.0 WV omal - 8.4
By~ .

Change: 0.0 yon poputssan werptad COOY

MDA Earthsat Weather 6011 Executive Bivd, Sulte 400, Rockville, MD 20852 Tel {240) 833 B300 Fax (240) 833 8301
www mdafederal. com/wx/ ©2010 {30-60 Day-Outlook, Version 2.1)
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T4 EarthSat’s 6-10 Day Forecast-Detailed
EarthSat weathe,h Frida:, March 19, 2;11 0
orecaster: BH/AC

10

Yoday's Forecast:
Warmth Returns Across West By Mid-Period

Cooling Trend For East, Midwest Late

Temperatures in the Northeast during the first half of the period
have been lowered a bit today as uncertainty on the details has
increased. While the forecast leans lowards the European mod-
els, which continue to push much above normal readings into
the Northeast, the American models depict more marginal above
normal readings. If the American models are correct, the cool
down might also be faster to occur. The cool risk persists Into
the second half of the period for the Midwest and East with the
chance for stronger coofing to develop across these areas late.
A ridge in the West provides the West with widespread aboves
for the second half, but much aboves may form at times.

Provious
1

Forecast Confidence: §

EZ A +3F to +4F B A +5F to +7F BB WA +8F to +14F BT SA +15 or Higher
BB -3Fto4F B -5F to -7¢ B8 MB -8F to -14F B SB -15 or Lower

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MDD 20852 Tel {240) 833 8300 (backup: 301- 231-0664)
Fax (240} 833 8301 www.mdalederal.comfwx/ ©2010 [Moming Basic-Page 3, Version 2.1]
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Release Schedule
Sian Up for, Email Updale

Rulcascd” March 18, 2010 at 10 30 a.m (castons uihe} lor the Weok Endmy March 12, 2010
Haxe Reloase Masch 15 2010

Working Gas in Undorground Storage, Lower 48

other formats: Summary TEY CSY

Stocks in Biltlan cublc teet (Bef) Historical Comparisons Datn
Reglon 03/12/10 | 03705/10 Chenge Year Ago (03/12/09) S-Year (1005-2009) Average Mistary (XLS)
Stocks (Bef) MeChangs ) Swda(ed) | % Chao -Year Averages, Maxi
East 770 788 a9 681 131 732 5.2 ang venr-Ago Stecks
weat 283 289 5 278 1.8 130 5o ws)
g
producing 562 548 14 697 194 580 3.1 Referencea
rotat 1,615 1,626 -1y 1,655 -2.4 1,542 a7 -
Y
Hates and Definitions Bnd Weekly Data
Revision Policy
Summary Retated Unks
Working gas in storage was 1,615 Bef as of Friday, March 12, 2010, according to EIA estimates. This represents a net Storage Daslcs
dectine of 11 Bcf from the previcus week. Stocks were 40 I less than last year at this time and 73 Bcf above the 5-year Haturst Gos Weekly Update

average of 1,542 Bef. In the East Reglon, stocks were 38 Bcf above the S-year average following net withdrawals of 19
Bcf. Stocks In the Producing Reglon were 18 Bcf below the S-year average of S80 Bcf after a net Infection of 14 Bef. Stocks
in the West Reglon were 53 8cf above the S-year average after a net drawdown of 6 Bef. At 1,615 Bef, total working gas IS

within the

httﬁ://ir.eia.doe.gov/ngs/ngs.html )

S-year historical range.

Working Ges in Undergrowrudt Stovete Compored with §-Yoor Range
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sas Dally

Thursday, March 18, 2010

BoA/Merrill Lynch cuts 2010 price forecast to $5

Citing the rapid growth of production from low-cost US shale plays, the head of Bank of
America Merrill Lynch’s commodities team Wednesday slashed his US natural gas price
forecast for 2010 by 17% to $5/MNIBtu.

“The reason behind the lower natural aas prices is simply more supply,” Francisco Blanch
said in a note to clients. “Capital and rigs poured into Haynesville, Marcellus and Eagle Ford
[shale plays) even as the 12-month forward strip traded below $6/MMBtu.”

The reason behind the surge in shale drilling? Producers can still make money, in some
cases at prices as low as $1.50/MMBtu, depending on the play, Blanch said, and the
numbers for those plays will keep changing as activity grows.

“Breakeven economics in the shale plays are dynamic, constantly changing as more
wells are drilled,” Blanch sald. "Breakeven costs in the major shale plays can be

substantially fower, ranging from $1.50/MMBtu to $3/MMBtu in the Marcellus Shale to
legs than $4/MMBtu in the Haynesville, suggesting that producers in these areas can

make monay at current prices.”

Adding to the low-cost environment in the new shale plays like the Haynesville and the
Marcellus, Blanch said, is the high productivity of wells in those plays. Haynesville wells report
Initial production rates of 15,000 Mcf/d, compared to the 2,400 Mcf/d rates seen in the older
Barnett Shale.

“Efficiency gains could continue in 2010 as technical skill and know-how continue to expand,”
Blanch said. "We expect drilling to remain robust, especially in the Haynesville as well as other
shale plays.”

“Unless even lower prices force producers to slow down horizontal drilling, natural gas
production could soon recover to last year's level, Blanch sald, before the drastic cut in
the rig count occurred.

Also helping to keep downward pressure on North American prices is a sluggish US economic
recovery and rising imports of liquefied natural gas, Blanch said.

LNG imports will more than make up for an expected 500,000 Mcf/d cut in pipeline imports from
Canada, Blanch said.

“The risk, which we have flagged before, is largely related to the 3.5 Bef/d build-out in globat
LNG capacity this year,” Blanch said.
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“US LNG imports are up about 1 Befid from a year ago due to higher flows from Qatar, which
could rise further as RasGas Train 7 ramps up following commercial production start-up in late
February,” Blanch said. — Bil] Holland

15



Case No. 2008-175

Attachment A
Page 25 of 334

Safeuy fefosswwion Wyo

0102/61/€
(50w} o104 529 gny Ksuey
r %01
00°g 00 ¢ 00’9 o' 00'% oDg
- ; + + ¢ + + t 4 ¢ 3 %0
- %01
- o - 0
o §N m /
’ SIWS) ST'L - 00'L 024 -snEsasepy

AUqu.swv mN._‘ - 8~ Qﬂ& - KD ﬁgmlll » *Qﬂ
(s 5271 - 57y gy - PIOJPOOAA wesecers

(spow3) 0571 - 00t (L R ot =L p—

(3puyg) 5171 - 525 a9 - SIMABMHMB YL ey,
SOWoUos3 plemiod-on

‘S[aA8] Jua.Ling ye ssoud HHm sazerd afeys ayp uy Buljiup doys pjnom
Sia3npoud iofew Aue ey uosess oy s

! 849y} sarina asayy e Buiyoog -uinyes 40 8381 % 5Z-%;5LE Buiyew
818 s190npo.d swos ‘saoud sep 5$-p¢ e 32 usns Jey Poob os asp sAejd ajeys oL} Ul oruiouo9s ayyy



Case No. 2008-175
Attachment A
Page 26 of 334

Gas Daily

Monday, March 22, 2010

Gas, coal rivalry expected to heat up: analysts

The abundance of gas from shale pilays will only heighten the competition between gas and coal
In the power generation sector over the next several years, with both fuels finding it hard to maintain
higher prices and environmental rules tightening, analysis noted iast week.

The tension between the two fuels, sparked by the growth of shale gas, Is likely to continue for

another three years before the gas supply alut eases, speakers said at Platis’ Coal Properties and

{nvestments conference last week in Fort Lauderdale, Florida.

The bottom line for coal-fired utilitles is that they cannot plan for the future based on a $9/MMBtu price of
natural gas anymore, said Seth Schwartz, managing director of Energy Ventures Analysis. They now
have to consider a $36/MMBtu price of gas or perhaps even lower when planning. “The shale gas
technology has radically changed the outlook for natural gas supply and price,” Schwartz said.

The latest Energy information Administration Short-Term Energy Outiook predicted the Henry Hub spot
price will average $5.17/MMBtu this year and $5.65/MMBtu in 2011.

The agency predicted that “prices may strengthen slightly in the coming months as demand to rebuild
natural gas in storage ... begins. However, the potential for higher domestic production, increasing
[liquefied natural gas] supply and limited consumption growth all reduce the possibifity of sustained
high prices as inventories are replenished over the next several months.”

Last week, the April NYMEX gas futures contract hovered above $4.30/MMBLu, but it closed March 18 at
$4.085/MMBtu based on a lower-than expected draw from storage.

ElA also projected the electric-power-sector delivered coal price would falf by almost 6% to average
$2.08/MMBtu In 2010 and would decline by an additional 2.4% in 2011. The price daclines are based on
long-term, high-cost coal contracts that are ending In 2010 and 2011.

The Impact of excess gas supply on the 2008 coal burn was “huge,” particularly east of the
Mississippi River, Schwartz sald. Citing 2009 coal burn data, he sald coal-fired generation
declined 15.7% while that of natural qas Increased 14.6%. But overall, gas use declined by 3 Bef in

2008, quickly filling storage, sending the gas to the power market and driving down prices.

Central Appalachian coal bore the brunt of displacement, particularly in the Southeast, where coal burn
was down by a "shocking 19.8%," he sald. Meanwhile, Eastern coal burn was down 20 million short tons,

mostly in the shoulder months of spring and fall.

Usling EVA's analysis, Schwartz sald Central Appalachian coal displacement beains when the
.50/MMBtu, while Powder River

rice of natural gas falls below $5.40/MMBtu and Is huge below

Basin coal displacement occurs when the gas price falis below $4/MMBtu and Is gignlificant below

$3/MMBtu. Gas hit a low of $2.07/MMB!u in September 2009, and the NYMEX prompt-month settlement
hovered in the $2/MMBtu range in the early part of September. The average price for 2008 NYMEX gas

was $4.16/MMBtu.
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The biggest threat to coal, particularly Appalachian coal, arises from the close proximity of the more than
200 Tcf of Marcellus shale gas reserves, said David Bellman, managing director of American Electric
Power's strategic and economic analysis division.

He sees the country tipping more toward gas — and gas prices confinulng downward —- because
the giut of supply from the Marcellus Shale would lead to Appalachian gas prices being lower than

Henry Hub prices. As an example, he pointed to the recent completion of the Rockies Express pipeline
that has already reduced the Rackies basis with Henry Hub by more than 50%.

Until now, gas was flowing west from the Rockies to the East, but Marcelius gas production might change
this dynamic as the flows could move west to meet electric generation growth, he said.

Bellman said gas has the advantage of being abundant, environmentally cleaner and less expensive for
power plant construction than coal, which has had volatile prices in the last couple of years.

Chris Hobson, Southern Company's chief environmental officer and senior vice president of research and
environmental affairs, said the Obama administration is forcing the power industry to make decisions
based on natural gas, rather than looking fong term.

it is encouraging a move away from coal and toward natural gas with no offsetting resources because "we

won't have time to put other generation sources to work,” Hobson sald. "We are headed for a real energy
train wreck.”
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Gas Daily

Friday, March 19, 2010

EPA launches study into fracking impacts

The US government's top environmental requlator sald Thursday it is launching a widel
anticipated study to examine the impact of hydraulic fracturing on water quality and public heaith.

The Environmental Protection Agency said it would allocate $1.9 million from this year's budget to kick off
what the agency says will be a “comprehengive, peer-reviewed” study of the drilling technique that
has unlocked trilllons of cublc feet of potentially recoverable natural gas in North America and

around the world.

The agency Thursday promised to include input from exploration-and-production companies while it
conducts the study, which will last into next year.

“Our research wili be designed to answer guestions about the potential impact of hydraulic
fracturing on human healith and the environment.” said Dr. Paul Anastas, assistant administrator for

EPA's Office of Research and Development. “The study will be conducted through a transparent, peer-
reviewed process, with significant stakeholder input.”

The technique, developed by US natural gas producers, shoots highly pressurized mixtures of water,
steam and a blend of chemicals down a borehole to fracture shale rock beneath the surface. As the
explosion of shale drilling has spread across the US away from traditional oil and gas areas to slates like
Pennsylvania and New York, public concern has grown over the impact of fracturing on water

and the environment.

While the typical gas shale well is thousands of feet below the surface and the waler table, fracturing the
{aterals of those wells can consume more than 1 million gallons of water, some of which comes back up
as wastewater that must be treated and disposed of.

The Environmental Engineering Committee of the EPA’s Science Advisory Board has been tasked with
designing the study. The sclence board is scheduled to meet on the issue next month, April 7 and 8.

Saying it was still in the very early slages of designing the study, the EPA noted that it needs to define the
questions it wants to ask while taking input from producers and environmental groups before farming the
study's design out for review by outside scientists. Then, the EPA said, research will begin inlo questions

raised by hydraulic fracturing.

In addition to the $1.9 million being diverted in the EPA's budget this year, the agency sald it will ask for
more money for the study in next year's budget request to Congress.

Industry reaction was swift and cooperative in tone.

“with the extraordinary opportunity presented by our nation’s natural gas abundance comes the
responsibility to be qood stewards of the land,” American Natural Gas Alllance President and CEO
Reglna Hopper said [n a statement. “We look forward to sharing with the EPA the extensive work
dong at every step of the natural gas extraction process. We are confident that a scientific and

data-driven examination wiil provide policymakers and the public with even greater reassurance
of the safety of this practice.”
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Lee Fuller, executive director of the Independent Petroleum Association of America’s Energy in Depth
project, said that while industry is happy to cooperate with a fracking study, further efforts on Capitol Hilt
{o regulale the practice should be halted until a conclusion is reached.

“We are hopeful and it is our expectation that this study — if based on objective, scientific analysis — will
serve as an opportunity to highlight the host of steps taken at every weil site that make certain
groundwater is properly protected,” Fuller said.

“Efforts under way in Congress to give EPA outright authority to regulate fracturing — which could
hamper domestic energy production and job growth — should come to a standstill untii this study is
completed,” he added.

The co-sponsor of one of those efforts currently in Congress, the FRAC Act [Fracturing Responsibility and
Awareness of Chemicals Act), which would remove hydraulic fracturing’s current exemption from the Safe
Drinking Water Act, said the need to protect water supplies was as important as producing natural gas.

“I applaud the EPA’s decision to begin a serious Investigation into this matter and will continue working to
protect our environment from the chemical concoclions being pumped into the ground by energy
companies,” New York Democratic Congressman Maurice Hinchey said.

Hinchey, whose 22nd District lies atop the bulk of New York's portion of the Marcellus Shale, said

“Understanding the risks that hydrauiic fracturing poses te drinking water supptles is critical to
quiding future policies.”

A similar bill in the Senate is being sponsored by Pennsylvania Democrat Robert Casey. The Marcelius,
which has seen a boom in drilling, runs diagonally across his state from the southwest to the northeast.

Washington energy policy analyst Kevin Book of ClearView Energy Parlners cautioned his clients
immediately before the announcement that there was little risk of immediate new regulation of fracking.

“We cautlon clients that, althouah this news may produce headlines, we see litile sign of near-
term or intermediate term requiatory risks for Lower-48 unconventlonal gas extraction,” Book

sald.

In fact, conducting a federal study might help ward off federal regutation by reassuring state and local
authorities that the techniques are benign, Book said.

Despite industry reassurance that fracking has been used safely for 60 years, some residents near wells
in Colorado and Pennsylvania have complained that their drinking water has been conlaminated by gas

drilling.

State governments in New York and Pennsylvania have expressed concem over the limited ability of their
rivers and streams to both supply fracking water and absorb treated wastewater. In response, several
Marcellus Shale drillers such as Pittsburgh’s EQT and Philadelphia’s Atlas Energy report being able to
recycle up to 100% of their frack water, using the same water for repeated frack jobs, — Bill Hofland
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Gas Daily

Thursday, March 4, 2010

Report: Gas to trade at $4-$6 through mid-2011

Given the persistent combination of robust supply and soft demand, qas prices are likely to
stagnate in a trading range between $4 and $6/MMBtu for the next vear and a half, consuitant
Energy Solutions said in a report this week.

The firm sald gas prices may experience periodic dips and spikes outside that range based on
short-term fundamentals and eventually will return to higher levels. But “that isn’t going to occur
until sy| and demand come closer to being In balance, and we don’t believe that will occur in
2010 or even In the first half of 2011,” said EnergySolutions President Valerie Wood.

The “prolific discoveries of shale gas” have changed the markelplace and enabled producers to
experience efficiency gains, reduce expenses and achieve "very high initial productivity rates,” Wood
said.

As a result, "producers can accept a lower sales price because their costs have fallen,” the report said.
“Service costs are projected to have fallen by as much as 45% last year. The cost to lease an acre of land
has been cut in haif. More wells can be drilled from a single drilling rig, which means more production
capabilities with the use of less labor.”

The report noted that producers are profitable in the Haynesville Shale reglon at $2.90 to
$3.50/MMBtu. “That Is likely one reason production In Loulislana has climbed for 11 consecutive

months,” Wood sald.

The supply glut Is expected to continue even if stricter environmental regulations come into play, Wood
predicted.

“While there could be some legistation Imposing restrictions on hydraulic fracturing for shale supplies, the
recent discovery of natural gas in the shallow waters of the Gulf of Mexico could open up an entirely new
frontier for supplies,” the report said. “Plus, drilling techniques used in the US are now being used
elsewhere in the world, and this is only going to increase global natural gas supplies as well.”

It also appears that producers are preparing for a lower-priced environment. Two top companies
have been attempting to negotiate five- and 10-year sales contracts, “a move that they would only
make If they belleve price weakness is In the future.” the report sald.

In addition, producers have hedged as much as 50% of thelr 2010 production, another indication
that they anticlpate falling gas prices.

On the demand side, gas consumption remains relatively low even as economic recovery appears to be

under way, Wood sald. “Glven the load that was lost due to the recesslon, [t is expected that natural
gas demand in 2010 and even 2011 will ilkely be lower than it was several years ago.” Assuming

temperalures are near normal through next autumn, "there is no reason to be alarmed that supplies will
be insufficient at this time to mee! this demand,” she added.

Wood cautioned that despite the outlock for lower prices, buyers should not be lulled Into a false sense of
security.
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“While we've provided our rationale for a weak price environment in 2010, it doesn't mean that buyers
should become complacent, because periodic rallies will occur,” she said. “Even during weak price
environments, there are opportunities to make cost-efieclive longer-term purchases, particularly in the
first and third quarters of the year, and buyers should be prepared for those opportunities.” — Rodney
White
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Energy Information Administration
Henry Hub Pricing
Per MiMbtu
March 9, 2010 Release
Jan-08 7.99 Jan-09 5.24 Jan-10 5.83 Jan-11 587
Feb-08 8.54 Feb-09 4.51 Feb-10 532 Feb-11 6.02
Mar-08 9.41 Mar-09 3.96 Mar-10 4.93 Mar-11 6.77
Apr-08 10.18 Apr-09 349 Apr-10 4.85 Apr-11 536
May-08 1.27 May-09 3.83 May-10 4.91 May-11 5.31
Jun-08 12.69 Jun-09 3.80 Jun-10 4.96 Jun-11 536
Jut-08 11.08 Jul-08 3.38 Jul-10 5.00 Jul-11 5.41
Aug-08 8.26 Aug-09 3.14 Aug-10 5.05 Aug-11 5.50
Sep-08 7.67 Sep-09 297 Sep-10 5.09 Sep-11 5.60
Oct-08 6.74 Oct-09 4.00 Oct-10 5.16 Oct-11 5.70
Nov-08 6.68 Nov-09 3.66 Nov-10 533 Nov-11 5.85
Dec-08 5.82 Dec-08 5.34 Dec-10 5.58 Dec-11 6.00
Average Average Average Average
2008 S 2009 $ 2010 2011 (3
Summer $ Summer $ Summer Summer s
2008 2009 2010 2011

Winter 2008- $

Winter 2009- $
2008

Winter 2010- $
2010

2011
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Short-Term Energy Outlook

March 9 2010 Release

Natural Gas

U.S. Natural Gas Consumption. ElA expects total natural gas consumption to Increase by 0.7 percent to 62.9
biilion cuble feet per day (Befid) In 2010 and decline by 0.4 percent in 2011. Cold weather drives this year’s
natural gas consumption increases. Total natural-gas-weighted heating deqrae-days during the first 2
months of this year were 5.5 percent above the 30.year normal level and the highest for the peried since
2004.

The combination of frigid temperatures and electric space heating In the Southeast contributed not only lo increases
In residential and commercial sector natural gas consumplion bul also to very sirong natural gas consumplion in the

electric power sector. Even with the agsumption of near-normal weather in March, EIA expects first- quarter
natural gas use in the electric power sector to increase by about 3 percent above the same pericd last year
and about 17 percent above the previous 5-year average. This increase in first quarter 2010 elactric power

gector consumption has all but eliminated the prolected 1.3-percent year-over-year decline in natural gas

consumption for this sector in last month's Outlook,
The 2011 outlook for a small decline in total natural gas consumption reflects the projected return to near-
normal waather, which is expected to reduce consumption in the residential, commercial, and electric power

sectors. Continued economic recovery contributes to a projected 2.1-parcent ncrease in natural gas
consumption in the industrial sector.

U.S. Natural Gas Production and Imports. EIA expects total marketed natural gas production to decline by

2.7 percont to 68.7 Bef/d In 2010 and Increase by 1.1 percent in 2011. The number of working naturat gas rigs
has heen increasing this year in rasponse to higher prices in both the spot and forward markels. According to Smith
Intemational, natural gas rigs have Increased by more than 17 percent, or by nearly 140, since the start of this

year. There are currently almost 570 working horizontai rigs, a new record. EIA still anticlpates a decline [n
2010 production because of the lag time arising from low drilling rates last year and steep decline rates
associated with newly- drilled wells. However, continued recovery of drilling rig activity, increasing drilling
efficiency, and the potential for higher production rates from shale gas wells could jead to higher-than-
expectad production this year and next. .
ElA expects U.S. net imporfs to be slightly higher in 2040 as a projected deciine In piogline imports Is offset
by lower exports and highar imports of liquefled natural gas (LNG), While cold weather across the northem
hemisphere has helped absorb some of the new LNG supply that has recently come on-stream, U.S. LNG imports
are (orecast to increase by nearly 0.8 Bcf/d over last year in the first quarter 2010. For 2010 as a whole, U.S. LNG
imports are forecast to incroase by about 45 percent {or 0.56 Bef/d). As global LNG demand and import
capacity expand next year, EIA expects U.S. LNG jmports to show little year-over-year growth in 2011,
Global Crude Oil and Liquid Fuels

Crude Oil and Liquid Fuels Overview. ElA's more oplimistic updated expeactation for global economic growth
during 2010 drives the 2010 forecast for oil consumption growlh upwards to 1.5 milfion barrels per day (bbl/d) from

1.2 miilion bbl/d in fast month's Outlook. This Increased growth in 2010 oi] consumption supports a firming of
crude ol prices at above $80 per barre! this summer and accommaodates a further drawdown of commercial

oil inventories. While EIA has also reduced Ifs prolections for surplus production capacity in the
Organization of the Petroloum Exporting Countries (OPEC), surplus capacity remains ampls, dampening the
likelihood of a large upward swing In prices.

26



Case No. 2008-175

Attachment A

Page 36 of 334

3

i o102wxeNeL | ewsn/iuswyedag

N3 pue ueisy [equsiod qiosge pinoys jexew g

Apoinb senosa1 jou So0p Awouoos §i sieaf g-
ONT ue “joeq Aed o} 1q9ap pue sjs00 paxy

(PaurejURW 218 LORONASUOD Jo

10 SB %ge+) dn-dwes Apedes uoj

oN PN ONY Ladi]
ololuy  miopes cind

TBoPD HHINDBY 1y o8y
a1

Kurg ‘010z -200z

ONBINVE L3rISIANL w 2viioduod | SYEINVY aNg

usunsnipe soud eiA sseoxe Ajddns
8yl :Alsviun ase surnys Aoeden u

¢ 1xau sy} 1ano sqissod s1 Aiddnsieno
ybiy aney sjued uonoejenbi| esnedssg =

pun sjueid jo sejnpayos juswuno 1 gopz pu® *SA §1.0Z pus
1oejanby snissaidwi ue Aq payew 8Q llim 0102 PUB 600z B

OF  TRIONY o ¥~

T/l el Smmcho
- L i 8
PHPs oincs yldw; UIPYRE ©o®y wmBor

, Sy S R
Ayopdng uolRpeNbl Y OB Icey ) PHOM Anuog

abing Alddng o

27



Case No. 2008-175

Attachment A
Page 37 of 334

sopAjeuy jejosaLuwon pya 0r0zZ/61/E

(unbBag sey 31 siowny
(Ys10§"+$>) sooud seb U Jy -

Judwsdeldsiq jeon) <
TT0Z ou sudsp 03 papadxs ase mnmcmuso.cmtonEH.

suodwy uejpeuer) <
4siing

buueay ase am) *s' wagseayinog 3R u [eod Bupeydsip uibaq pinoys ses

uondNpo.d Jo uojzedo] 0 ®np 3sed sieaA u; ueyy jealyy e jo ssaq -
PIedpim e sheme aie aoueqnisip jesidos) -
188y JBwwins 104 saissasduil Jou sl Mou Jybu isesaloy uesp -
15823104 Jayeap <« >
P B ~
6002 Moj2q Ji3s Ing ‘sBesoae 1eaf-5 ayy uewy Ja3ealb pg oot punoty -
CT/€ 40 se ST9'T je abeIniS <
SN sy 03 seb stow 22105 Aews adoung uy

| ,uonenys, seb Buidojpasp y -
S123A 7 350wje ui 3s9bUoLs a3 ate SaBAYRp Sy -

ON1 <«
Apuspyss alow Buijup sse pue Buiquuip ase s;unoo by -
<. $480npoud 3jeys 1o seb XIWAN S$-b$ uo uingai 4o ajes dejens -
sAe|d |euonuaauooun oy anp Asuow axyew o3 seb £$-9¢ pasu ssbuof ou Ayy -
S1e3A Z-1 In0 pabpay ae sisonpold -
Sjuswuonaua 2oud yeam up usas Buogs suiewss Bugug -

uoRINpoIg <

unl [eanosyy s,




Case No. 2008-175
Attachment A
Page 38 of 334

Gas Daily

Tuesday, March 23, 2010

Supply glut seen keeping gas sub-$6 this year

Investment bank Raymond James' top gas analyst isn't backing away from the firm's $5.60/Mcf
rice forecast for 2010 but cautioned Monday that $6/Mcf gas may not happen this year.

The biggest factor keeping prices down? Gas output hasn't fallen much at all, analyst Marshall Adkins
said in a note to clients.

“Natural gas production has yet to show the hard rollover that many of the pundits (read: bulls

were pointing to throughout 2008,” Adkins said.

The bank's own analysis of production using reports by publicly traded companles and the
Energy Information Adminlstration’s Form 914 production reports Indicate that gas supplies will
only fall about 1 Bef/d in 2010 from 2009, Worse for bulls, Adkins sald, glven the sometimes
double-digit production galns from shale plays belng forecast by Independents, Is that gas
production could be greater in 2010 than 2003,

Analysts at Pritchard Capital Partners said Monday that growing rig counts and supply are making
investors bearish on gas prices.

“Bearlsh sentiments prevall on concerns that due to Increased drilling activity, supplles may
actually rise In 2010, exacerbating the situation In an already well-supplled market,” Prilchard said.

The firm noted that the Baker Hughes rig count rose by another 12 rigs last week 1o 939 rigs, an increase
of 41% from the
low point in July.

Offselling the recent cold snap’s ability to get gas out of storage Is an increase in liquefied naturaf gas
Imports, Adkins noted. While storage levels are below those of a year ago, they are stifl above the five-
year average without the balancing of as many power plants switching from coal to gas, Adkins said.

“Unless operators start cutting back on natural gas drilling for go back to vertical wells), this
summer could be ugly for natural gas prices,” Adkins sald. “in fact, given recent storage data, we
woutld probably take the under on our $4/Mcf forecast for the third quarter of 2010 — heck, we may
even have a $3 handle this week.”

From lts peak in the first quarter of 2009, gas prodygtion, according to Raymond James’ analysis, has
only fallen 2.2% (700,000 Mcf/d) for private producers, 0.5% (100,000 Mci/d) by independents, and 8.2%
(900,000 Mctfd) for the majors.

“The odds are stacking up against the bull case of natural gas.” Adkins sald. “In fact, we belleve
domestic US natural gas production may have already bottomed.”

"We are sfill (conservatively) estimating ‘normalized’ gas supply falling approximately 1 Bcf/d year-over-

year in 2010,” Adkins sald. “Regardless of which US gas supply scenario plays out, it looks like $6
qas Is not in the cards this summer.”.—~ Bl Holland
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Marcellus to dwarf area demand by 2015: Bentek

Production from the Marcellus Shale is likely to double in five years and far outpace reglonal
demand growth during that time, potentlally displacing other supplles such as Canadlan or
Rockles gas, Bentek Energy said in a Monday report.

Bentek's “Beast in the East,” report forecasts production to climb from 2.3 Befid In the first quarter
of this year to about 4.1 Belf/d in 2015, based on current rig count levels. In a more aggressive
scenario, the consuiting firm sald the 4 Bef/d level could be reached by early 2011 if Marcellus

producers continue to double production each year.
In contrast, actual demand growth for the region looks set to increase only 800,000 Mci/d by 2015 from

2008 levels, the report stated. Bentek puts power sector growth by 2015 at only 0.3 Bef/d, but thelr
scenario did not take into account a potential shift away from coal-fired generation to gas.

“The bottom line In this demand analyslis Is that the pace of reqlonal gas demand growth,
Iy qrowth

Including storage injection demand, Is unllkely to match the pace of projected su
within the region,” the report stated.
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As such, supply displacement will be felt across the pation and downward pressure will uitimately

be applied to regional prices.

*If Marcellus production is expected lo grow at least 1.8 Bef/d over the next five years, it could completely
eliminate the need for 1.4 Beffd of Canadian imports in the summer, or the 1.6 Bef/d of gas that comes
from the Midcontinent and Rockles,” the report stated.

More than 30 pipeline expansions have been proposed to carry the gas to market, including 22 short-haul

and gathering projects totaling 8.8 Bef/d and 12 market access projects of 5.9 Befld, according to the
report.

More plpelines mean tighter spreads

Although not all of them will get built, even a handful will ensure a tightening of regional price spreads, the

report noted. Among the markets that will see prices drop are: Transcontinental Gas Pipe Line's zone 6-
New York and non-New York, Texas Eastern Transmission’s zone M-3, Tennessee Gas Pipellne zone 6,
Iroquois Gas Pipeline’s zone 2 and the Algonquin Gas Transmission's city-gates.

As Southeast and Gulf gas gels displaced by Marcellus supplies, prices at upstream markets such as
Transco's zones 4 and 5, as well as Texas Easlemn's zone M-2, will also be yanked lower, the report

contends.

Bentek noted the average fo:waid basis price in the premium Northeast markets through 2013 has
declined to $0.93/MMBItu, compared (o $1.36 last year.

“This Is an indication that the market is beginning to reépond to the expected pipeline capacity additions
and Marcellus growth,” the report stated.
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Analysts have noted that while forward basis at Northeast city-gate markets would shrink because of the
onslaught of Marcellus supplies, they were unlikely to get crushed because the vast majority of proposed
projects stop just short of the actual city-gates, ensuring that botllenecks and constraints would remain.

Analysts were also bullish regarding gas demand growth post-2013 as the economy recovers and gas-
fired generation gets a boost from expected climate change legislation

Indeed, the Piatts forward curve is in contango through 2013 with assessed full values at Transco’s zone
6-New York rising from $6.18 in 2011, to $6.92 in 2013 on Monday.

Intercontinental Exchange indicated the 2014 full value for the market was $7.19 on Monday.
Additionally, Bentek forecasts that because of infrastructure constraints some 550 Marcellus wells,
totaling 705,000 Mcffd, are currently shut in because they lack either gathering or processing lines, or a
connection {o a larger pipeline.

The consulting firm also pegs the breakeven price at the play at $3.16/MMBiu, which falis in the low end

of current analysts estimates that range from the mid- $3.00s to the mid-$4.00s. -— Samantha Santa
Maria
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Gas Daily

Tuesday, March 23, 2010
Bearish coal market could weigh on gas sector this summer: analyst

Weakness in the coal market could put additional pressure on the already bearish natural gas
market for the next several months, an analyst with Strategic Energy and Economic Research said
Monday.

Even though a hotter-than-normal summer could boost cooling demand and provide some support to gas
prices, “the potential decline in coal prices provides significant downside risks to natural gas
prices,” according to Ron Denhardt, SEER's vice president of natura! gas services.

“Qur current model projections indicate that Henry Hub prices are likely to be below coal prices for two or
three months of the non-healing season,” Denhardt said, estimating that gas consumption for power
generation will fall by about 1.2 Befid as a result of fuel-switching.

With current NYMEX coal prices trading at around $54.50/ton, Henry Hub prices would have to

averaqge $4.25/MMBtu or less to displace coal. But, Denhardt noted, last year coal prices fell to the

$45iton level; at those prices, Henry Hub prices would have to drop to around $3.70/MMBtu to

displace coal.

With weather across the US expected to remaln mild for the rest of March, storage levels should start the
tradilional injection season at around 1.65 Tcf, or roughly the same level as last year, he said. Should

fuel-switching from gas to coal proceed as expected, Denhardt predicted that worklng gas in
storage at the end of October will reach “feasible capacity” of around 4 Tcf.

That downward pressure on gas prices will likely lead to lower fiquefied natural gas imports and lower
domestic drilling, the analyst predicted.

"With natural gas production from many shale plays atiractive at prices of $4.00/MMBtu or less, natural
gas prices will have to decline enough to stop the rig count from growing,” Denhardt noted. Cumently, the
horizontal rig count — indlcative of shale production — is around 8% above its previous peak in October

2008, he said.

On the LNG front, the analyst said that liquefaction capacity should increase by between 4 Bef/d and &
Bcf/d. With 2 Befld headed to markets in Asia, the Middle East and Latin America, that would leave
between 2 Bel/d and 3 Befld for the North American and European markets.

European markets currently hold a premium to Henry Hub, which would imply that mast of that additionat
LNG will head to Europe. — Melanie Tatum
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Nexd Target (10/31/10)
Dalivary oSupply Tolal Required  Allowed
Month Dith/mo Otvday  Dth/mo dih/day ditvday

Apr-10
May-10
Jun-10

Juk10
Aug-10
Sep-10
Oct-10

Summer 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By Ocfober 31, 2010

Apr-11
May-11
Jun-11

Juk11
Aug-11
Sep-11
Oct11_

Summer 2011
Tatget Levels By March 31, 2011

Nov-11

Dec-11

Jan-12

Feb-12

Mar-12

Wintar 11/12

Target Levels By Qclober 31, 2010

Apr-12
May-12
Jun-12
Jub12
Aug-12
Sep-12
Oct-12
Summer 2012
Target Levels By March 31, 2011

Nov-12

Oec-12

Jan-13

Feb-13

Mar-13

Winter 12/13

Targst Levels By Oclober 31, 2010
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Hlistoric Prices:
NYMEX Closing Paca
6-yr. avg. | Last Year PIRA EIA NYMEX
{05/06-09M0}} {2009.2010) 26-Mar-10| 6-Apr-10 | 27-Apr-10
$7.21 $3.32 $3.890 $4.262
$7.02 $3.54 $3.970 $4.351
$7.37 $3.95 $3.960 $4.467
$6.68 $3.38 $3.910 ) $4.668
$6.87 $2.84 $3.840 | $4.608
$7.16 $3.73 $4.260 $4.718
$7.80 $4.29 $4.750 $6.078
$7.62 $4.49 $5.190 $5.468
$7.28 $5.81 $6.380 $5.681
$6.61 $5.27 $6.390 $6.644
$6.49 $4.82 $5.290 $5.644
$6.37 $3.84 $5.342
12 Month Avg  $7.04 $4.11 $4.977
Summer Average $4.146 $4.615
Winter Average $5.202 $5.483

Hedged Prices
Ohio Kentucky

May June July Aup Sepl Oct Nov Dec Jan Feb Mar Apr

/!
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EarthSat’s 30-60 Day Outlook

Wednesday, April 21, 2010

Forecaster: SS/8H/TH

Oeparture from 30-year normai ("F)
= e

I

I+ t0+04 [1+06100.3 EE1.0to+1.9 l:]-o 11004 [B8 056009 EHA0019
Efs2010429  EER30 Bl-2.0t0-29 EF s30
‘ Not as cool across the Midwest Not as cool across the
Midwest
Still cocler than normat ln the
Northesst Stifl warm In the Northwest

The main changs to the {orecas! here was a fimiting of he belows acrass the
Midwesl, with only marginal belows seen in this forecast. Temperatures ere
expecied (o ba near normai sfong the East Coast and in the South. UkeMay.

MuEwamonMnmbok(bouunlemstamum
smadamsm;mmldmeususdudmmgmdwﬂ

and East. Our forecast more closely resembies the latest CFS mode! (bollom
right), which shows widespread below nommal temperatures across much of
the US. However, this
model is colder than our
forecast in the West,

Changza s woek wera fosands 1a warmar sida oy, wih lega tovarege
of bukowwg pcras the Midwest end interior Epst, and someg margingd showves
reaudving into party of contng ond esstem Consta, The menth 88 & whold

Look for more detalls on
(his foracast In fomor-
row's Summer Outlook
update,

thoy OWHDD: 4780 |

Jun PWCDD* Forecasts

*{0Y Normal updated to ‘0008

ay PWCDD* Forosasts *10Y Mormal updatad to 00-09
10Y Normal®  108.6 10 Normal: _ 225,

May 2010 Fest] 89.0 [sovromat  saaf liun 2010 Fest:| 206, 0 [5ovNomal | 7i7. _}

e v May-2009 108.3 Jun-2009 - 224.3

20yH: 168.5 10yN:160.8 ] Changes $1.0 “Statoned Pogadston Weighsod €08

MDA Earthsat Weather 6011 Exccutive Blvd,, Sulte 400, Rockville, MD 20852 Tel (240) 833 8300 Fax {240) 833 8301
www.mdafederalcom/wx/  ©2010 [30-60 Day-Outlook, Version 2.1]
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EarthSat’'s 6-10 Day Forecast-Detailed

Tuesday, April 27, 2010
Forecaster: KT/AC

bt L

Previous)
1

Today's Forecast:

MA's Remain Along Much Of East For First Half
Chance For Cooler Plains Late In Period

Confidence Is relatively unchanged today as much of yester-
day's thinking remains intact. The East Coast could see a day of
strong above normal temperatures for the onset of the perlod
with much above nomnal readings pressing on Into the middle of
the period. The European models are, again, most In line with
this thinking while the American modet continues to progress the
pattern eastward quicker. This would lead to a cool risk along
the Midwest and East late in the period, Meanwhile, the West
holds onto cool conditions during the early period with belows
possibly looming along the Northern Rockies, A faster progres-
ston of the patlem may lead to a warmer Southwest late.

Frecas dene: 5 i

EEN A +3F to +4F 2 A +5F 1o +7F BBl MA +8F to +14F B8 SA +16 or Higher
18 5F to-7F EHMB -8F to -14F B 5B -15 or Lower

“3F to 4F

Forecat Confldence: §

MDA Earthsat Weather 6011 Executive Bivd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 (backup: 301- 231-0664)

Fax {240) 833 8301 www.mdafederal.com/w/  ©2010 [Morming Basic-Page 3, Version 2.1]
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Gas Daily

Thursday, April 8, 2010
CSU predicts active hurricane season as El Nino dissipates

The Colorado State University forecast team on Wednesday predicted an above-average 2019 Atlantic
basin hurricane season based on the assumption that £l Nino conditions will dissipate by summer

and that *anomalously warm” tropical Atfantic sea surface temperatures will persist.

Forecasters at the school called for 15 named storms to form in the Atiantic basin between June 1

and November 30, with elght expected to galn hurricane strength. Of those elght, the team said
four wiil tkely develop Into major hurricanes of Cateqory 3 or greater.

Long-term averages for the Atlantic hurricane season are 9.6 named storms, 5.9 hurricanes and 2.3
major hurricanes.

“We expect current moderate El Nino conditions to {ransition to neutral conditions by this year’s hurricane
season,” said Phit Klotzbach, lead forecaster on the CSU team. “The dissipating El Nino, along with

the expected anomalously warm Aflantlc ocean sea surface temperatures, will lead to favorable
dynamic and thermodynamic condltlons for hurricane formation and Intensification.’

El Nino, a phenomenon marked by a wanming of sea surface temperatures in the tropical Pacific, is
belleved to act to discourage the development of tropical storms in the Atlantic basin.

“Based on our latest forecast, the probabiiity of a major hurricane making landfall along the US
coastline Is 69% compared with the last-century average of 52%." Willlam Gray, a long-time

forecaster at CSU, added. *While patterns may change before the start of humricane season, we believe
current conditions warrant concern for an above-average season.”

Precursor factors to this year have a number of similarities to early April conditions that preceded the
hurricane years of 1968, 1966, 1969, 1998 and 2005, All five of these seasons had above-average
actlvity, especlally the seasons of 1969, 1998 and 2005, the school sakd. Kiotzbach and Gray predicted
that the 2010 season will have slightly less.

The team also forecasted a 45% chance that a major hurricane will make landfall on the East Coast,
including the Florida Peninsula, up from the long-term average of 31% and see a 44% chance thata
major storm will make landfafl along the Gulf Coast from the Florida Panhandle to Brownsville, Texas, up
from the long-term average of 30%.

The team also predicted a 58% chance of a major hurricane tracking into the Caribbean, compared with
the long-term average of 42%. — Jeff Barber
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PIRA
North American Gas Price Overview
Per MMBTU
March 26, 2010 Release

Jan-08 Jan-09 Jan-10 Jan-11
Feb-08 Feb-09 Feb-10 Feb-11
Mar-08 Mar-09 Mar-10 Mar-11
Apr-08 Apr-09 Apr-10 Apr-11
May-08 May-09 May-10 May-11
Jun-08 Jun-09 Jun-10 Jun-11
Jul-08 Jul-09 Jul-10 Jul-11
Aug-08 Aug-08 Aug-10 Aug-11
Sep-08 Sep-09 Sep-10 Sep-11
Oct-08 Oct-09 Oct-10 Oct-11
Nov-08 Nov-09 Nov-10 Nov-11
Dec-08 Dec-09 Dec-10 Dec-11
Average Average Average Average
2008 $ 2009 S 2010 [ 2011 $
Summer $ Summer $ Summer s Summer $
2008 2008 2010 2011

Winter 2008~ s

Winter 2009- $
2009

Winter 2010- s
2010

2011
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>as Daily

Tuesday, April 27, 2010

Barclays slices price forecast 22% to $4.30

Analysts at Barclays Capital slashed thelr 2010 US gas price forecast by 22% on Monday, saying
roducers — particularly those that need to keep their leases in Louisiana’s Haynesville Shale —

continue to drill for gas In an already glutted market.

We are “lowering our commodity price outlook for natural gas to reflect current oversupply and
lack of short-term demand catalysts,” Barclays' Richard Gross and Jim Harmon said in a report.

For the first quarter, Barclays said Henry Hub prices averaged $5.18/ Mcf, about 2% below its forecast of
$5.30/Mcf. For the rest of the year, Barclays sliced its estimates by 24% for the second quarter to
$3.87/Mcf; 31% for the third quarter to $3.82/Mcf; and 28% for the fourth quarter to $4.33/Mcf.

For all of 2010, Barclays sald it now expects US gas prices to average $4.30/ Mcf, down from its
earlior forecast of $5.50/Mcf.

While the analysts sald they exgéct prices to rebound by about 10% In 2011 to $4.75/Mcf, thatis a
27% drop from thelr previous 2011 forecast.

Further out on the curve, Barclays trimmed its gas price forecasts to $6/Mcf for 2012, 11% below
their previous estimate; $5.50/Mcf for 2013, a 13% drop; and $56.50/Mcf for 2014, also down 13%.

Barclays said it expects drilling aclivity aimed at retaining Haynesville leases will decline next year as
producers complete wells faster than required. The firm also said further cuts in drilling will come as the
above-market hedges that producers currently have in place expire,

One traditional risk being discounted by investors this vear, the analysts sald, Is hurricane
season. “The risk to potential Impacts on production has been mitigated by the movement of gas
development to onshore shale plays,” Gross and Harmon explained.

Meanwhile, “we don't think liquefied natural gas will be a factor since it's more lucrative to ship elsewhers,
but this could change by the third quarter." — Bill Holiand
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Gas Daily

Tuesday, April 27, 2010
Analyst: Rig count to cap prices through fall despite power demand
Degpite an uptick In the use of gas for power generation, prices will stay low until next

heating season as the ria count continues to rise, Ron Denhardt, vice president of natural gas
services at Strategic Energy and Economic Research, said in a report Monday.

Denhardt predicted that Henry Hub prices wiil average $4.25/MMBtu from May through October,
slightly below current NYMEX pricing for that period.

He noted that the futures market “moves 20 cents/ MMBtu or more each week as working gas storage
Injections exceed or are below expectations. These significant moves in prices reflect the uncertainty
about the current supply/demand balance and how consumption and supply respond to prices.”

Denhardt expects production to increase by 0.5% during the non-heating season this year compared with

the same period of 2009. The US gas rlg count has risen by 34 to 973 through mid-March and Is up
44% from last July, while horizontal rigs have reached 734, 13% above the peak jn October 2008,

“With breakeven prices of many shale projects at $4/ MMBtu and substantial sunk cost on both
conventional and non-conventional production, it is unclear what price will be necessary to stop the rig
count and praduction from growing,” Denhardt sald.

Meanwhlle, gas consumption for power generation is expected to Increase by 1 Bef/d through
October compared with the comparable year-ago period. the analyst noted. He cited very fow hydro

supplies in the West, wiih flows at 65% of normal, as well as lower nuclear generation lavels, higher coal
prices and forecasts for a hot summer.

If current prices hold, gas could displace the same amount of coal as it did ast year, he added.

Low US gas prices are also creating a strong incentive for as much liquefied natural gas as possible to go
to higher-priced markets in Europe and Asia, Denhardt said. This year, global LNG liquefaction capacity
is likely to rise between 4 and 5 Bef/d, but most will go to markets other than the US, he predicted.

Denhardt said he expects gas storage levels to reach 3.9 Bel/d by the end of October, just 200 Bef balow
his estimate of operationally feasible capacity — assuming a 5% warmer-than-normal summer, no
hurricane impact to production and more than 1 Bcf/d of additional gas consumption due to the low hydro
levels. — Stephanie Seay
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Gas Dalily

Tuesday, April 13, 2010

Analysts: Supply glut may ‘overwhelm storage’

Bears appear set to dominate the US gas market for some time, analysts with Raymond James
& Associates said Monday, warning that higher- than-expected supplies threaten “to
overwhelm storage this summer.”

Marshall Adkins, Pave| Molchanov and John Fitzgerald cut thels 2010 gas price forecast by 15% to

4.25/Mcf. “it was only three months aqo ... that we cut our 2010 US natural gas price forecast
from $5.50/Mcf to $5/Mcf.” they said In a report. "Only three short months and it's already time to
take the axe to our (previously bearish) gqas forecast yet again.”

The analysts also anticipate a 2011 gas price of $4.75/Mcf and a longer-term price of $6/Mcf.

On the whole, domestic gas supplles appear to be growing much faster than anyone thought. “in
fact, recent weekly storage data points sugqest that US gas production Is already increasing” on a
year-over-year basls, the analysts said, estimating supply qrowth of 1 Bef/d this summer.

Al the same time, US imports of liquefied natural gas are proving larger than anticipated and should also
increase by around 1 Befid this summer. "Global supply is up over 5 Bef/d this year, but our import
assumption will remain conservative given our low gas price scenarlo in 2010,” the analysts sald. If US
gas prices move higher, "LNG imports could go meaningfully higher.”

Gas demand does stand 1o increase by around 1 Bef/d this summer due to greater use by industrial
customners and power generators, and it would not be offset by gas-to-coal fuel switching as long as gas
prices hold below $4/Mcf. At the same time, nuclear, not gas-fired, generation should offset lower levels
of hydroelectric power, the analysts said,

As a result of those factors, US aas storage at the end of October should once again loom near
the 4-Tcf mark, surpassing the 3.837-Tcf record set last fall, they predicted.

The anaiysts sald they expect US gas prices to remaln range-bound between $3.50/Mcf and

$6.50/Mcf for the next few vears, "If gas prices move toward $6/Mcf, it would encourage more drilling,
more LNG imports and more gas-to-coal fuel-switching,” they said. “Thus, we see little sustained upside

potential for
natural gas prices above $5/Mcf.”

The analysts’ predictions take into account the Energy Information Administration’s anficipated downward
revislons to gas production data later this month. “Since we are basing our US gas supply trends on
recent gas storage data, any downward revisions in [production] data don't change the fact that

US gas production is trending slightly up since September,” they explained.

On the oll front, renewed weakness in the US dollar has helped keep prices refatively strong; as such, the
analysts maintained their price assumptions for oil of $81.66/barmel in 2010 and $95/barref in 2011, —

Melanie Tatum
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Apr-08
May-08
Jun-08
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2008
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2008

Winter 2008-
2008

7.99
8.54
9.41
10.18
11.27
12.69
11.09
8.26
7.67
6.74
6.68
5.82

Hedging Meeting 4-28-10.xism

Energy Information Administration

Henry Hub Pricing
Per MMbtu
April 6, 2010 Release
Jan-09 5.24 Jan-10
Feb-09 4.51 Feb-10
Mar-09 3.96 Mar-10
Apr-09 3.49 Apr-10
May-09 3.83 May-10
Jun-09 3.80 Jun-10
Jul-09 3.38 Jul-10
Aug-09 3.14 Aug-10
Sep-09 2.97 Sep-10
Oct-08 4.00 Oct-10
Nov-08 3.66 Nov-10
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Average Average
2009 $ 2010
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2008 2010
Winter 2009- s Winter 2010-
2010 2011
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Short-Term Energy and Summer Fuels
Outlook

Aprit 6, 2010 Release
(Next update May 11, 2010}

Natural Gas

U.S. Natural Gas Consumption. EIA expects total natural gas consumption to increase by 1.9 percent to 63.8
Befld {n 2010 and decline by 0.6 percent in 2014, Total ).S. heating denree-days (HODs) during the first
quarter 2010 ware about 0.7 percent higher than last year. Howaever, in the South region, first-quarter HDDs were
about 20 percent higher than the same period last year. The cold weather helped boost year-over-year natural
aas consumption in the electric power sector, adding to the Increase in industrial sector consumption
brought about by the improved economlc conditions,

In last month's Outlook, EIA revised upward the forecast for natural gas consumption In the electric power sector for
this year largely because of the higher space healing demand due to cold weather in the South. This month's

Outlook includes another upward revision to the electric power sector cansumption forecast. However, this
revision reflects EIA's expectation that lower natural gas prices relative to coal prices will Inerease the
utitization of natural-gas-fired generating facilitles In the hasaload power supply.

EIA's forecast for 2011 includes consumption declines in all sectors except the industrial sector. The projected retum
to near-normal weather reduces consumption in the residential and commercial sectors, while higher natural gas
prices reverse the coal-to-gas switching trend observed in 2009 and forecast to continue in 2010. Consumption in
the industrial seclor, supported by continued economic growth, is projecied to increase by 1.7 percent in 2011.

U.S. Naturai Gas Production and Imports. EIA expects total marketed natural gag production to Increase by
0.4 Bef/d (0.7 percent) to 60.9 Bef/d In 2010 and decrease by 0.7 Beffd (1.2 percent) In 2011. Iniast month's

Oullook, domestic production growth was forecast to decline by 0.5 Bef/d in 2010, reflecting the lagged effect of lower
drilling rates last year, The higher production forecast in this Oullook reflacts the latest January 2010 production
estimate from the EIA-814 survey and the continuing increase in the number of working natural gas rigs over the last
month. Any significant revision to estimated January 2010 natural gas production would affect this forecast, The
number of working natural gas rigs has increased by almost 200 since the end of last year. With no further increase
from the cuirent 950 natural gas rigs cumently working, EIA expects production ta begin to show month-to-month
declines baginning in the second quarter this year. Howaver, production Is not expected to begin to show year-over-
year deciines until the first quarter of 2011.

ElA expacts U.S. net natural gas Imports to decline in 2010 as higher imports of liguefied natural gas (LNG)—~
and lower pipsilne exporis—are more than offset by a steep decline In pipeline Imports as Canadlan natural
gas production drops off. The global LNG market appears to be well-supplied In 2010, In addition to the ramp-
up of new global liquefaction capacity brought on-stream last year, about 3 Bef/d of new capacity is set to stari up this
year. Spain, which relies on LNG in part for eleclricity generalion, currently has hydroeleciric reserves 34 percent
above last year and 47 percant above the previous 5-year average. While EIA currently expects U.S. LNG

Impotts to Increage by about 0.5 Bofid this year over last, the faliure of global demand to keep pace with
Increased global supply could lead to even higher U.S. ENG Imports than currantly forecast. EIA expects
that an increase in global LNG demand pext year will keep U.S. LNG imports roughly unchanged from 2010,

Global Crude Oil and Liquid Fuels

Crude Oll and Liquid Fuels Overview, EIA’s assessment of world oil markets Is largely unchanged from last
month's Outicok, and world ol prices will likely continue to firm and increase slightly In response to the

global economle recovaery. As long as the global economy conlinues to recover, and the Organizalion of the
Petroleum Exporting Countries (OPEC) remains satisfied with ifs constralned supply targets, global ofl markels
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should remain in this situation. Major uncertainlies inciude the pace of global economic recovery and the extentlo
which the largest economies continue their stimulus and other economic policies.

EIA’s projections for West Texas Intermediate (WT1) crude oil spot prices have changed very little over the last five
Qutlooks even as spot crude oil prices continue to fluctuate on a daily basls. EIA expects WT1 prices to average

above $81 per barrel this summer, slightly less than $81 per barrol for 2010 as a whole, and $85 per barrel by
the fourth quarter of 2011.
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Gaa Commerclal Operations
Hedging Program
Market tndicators Summary
May 26, 2010
Price I Page
l_ I Pressure Term I Commenls Raf
Waeathor
NOAA p g above for June 2010-August
Long Term Forecast {June 10-August 10} g | Long 12010 for the southwestern CONUS and Flordia with balow normat 12
ltemperatures in the cantra! portion of CONUS.
. Juna is predicled to be normal based on 10 year normals and July s
Mxd Term Forecast (30-60 days) Long [oradicted to be 1.8% warmer than 10 yesr normal, 13
» Normal to Above Nommal for most of the counlry, Not quile hot enough yet
Short Term Forecast {6-10 days) b | shan A o) 14
No cumrent fropical storm aclivity. 10% chence of a low prassure system
Troplcal Storm Activity <+ | Short becoming sublropical cyclona. 15
Storage Inventory
Storage injecilons for the week ending May 14th wene 78 BCF. Storage
EIA Weekly Storage Report l Long }levets are at 2.185 TCF which I3 3.5% higher than last year and 18.6% 186
tigher than the 5 year average.
{Industry Publications
Pl 1 | Long [CAS PRICE SCORECARD: MAY 2010-0GTOBER 2010 PIRAS pice | 17 15
"8 Louttaok is Bullish with “significant noar-term upside polerdial remaing
Winter 2010/
|FERC: 76% of h Taverage, so nmoft dio be 47(h
driest in fast 50 yaars. However, rocord high storage laveis and new
Gas Dally T frong storage capacity will rasult in slorag levels reaching 4 tef for the frsttme.] 19
Pricas explacted to remaln In the current range.
Raymond Jemes: "US gas supply is growing way faster than the market
Gas Dally ‘ Long * They 8 Belid over last year. Expectpricestp 20
falt to low $3.00 this summer.
Moody's: “North American natural gas prices remain In the ‘doldruma’ ang
Gas Dally ‘ Long are unlikely to increase significantly before the end of 2011..° 2
*Govemmum Agencles
Energy Informatlon Adminislration The projecied Henry Hub annua! average spot price Is expecled to be
Summer 2011: $6.213 @ 1 Long {34 48 per MMBlu In 2010, a $ SIMMBTU Incresse over the 2008 averagh 22
Winler 2010/11. $5.282 and $5.34 per MMBtu in 2011.
Technical Analysis
Wintar 201011 Stdp Chart } Short [island Reversal 5/10 - 5118, 23
Summer 2011 Stip Chart Short |island Reversal 510 - 5114, 24
Econom!
EIA: Nalural gas i p d to 0% 10644
Demand 1 Long [Betday In 2010 and dectina by 0.4% In 2011. Consumption growth In 26
2010 Is Jad by the indusiral and electric power seclors.
ElA: Total natural gas prods o by 0.8 Betid 1o 60.7
Belfd in 2010 and decrease by 0.3 Belld in 2011, LNG Imports have {allen
Supply ‘ Long |in recant weeks due 1o malntenance, slart-up delays and higher prices in| 25
Europa and Asla. EIA continues to expect a 0.4 Bel/d Increase in LNG
during 2010 resuliing from naw LNG supply trains coming oniine.
Ol Market 1 L EIA expects WTI crude ol! {o average sbout $84 per bamat during the 25

second half of this year, rising to $87 by the end of next year

Altendees: Jeff Ker, Jim Henning, Mitch Mertin, J
Discussed current market wndﬂlnns where Ouke-Ohio and Duke-KY are relative to the hedging program, high historic storage levels,

‘Mae!lng Minutes: 10th Floor North Conference Room - 2'00 pm

him Fi Mike Brumb

K, Tery Bales. Sleve Niederbaumar

end industry p In addition, dk d tho new load forecast

analyst opl ag wail as pi

that has been lncorporawd into the 'Hedglm Program - - Cument Positon® detall. Based on the current levet of prices, analysts opinions,

and supply/damand factors the decision was made not to hedga ony addhiona! volumes at this time.
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Duke Energy Kentuchy
Hedging Program
Current Position

System Hedged to Dote Newd Target (10/3110)
Delivery o Supply Tolal Required  Aflowad
Month Dihimo Dih/day Dithimo dthiday dih/day

Apr-10
May-10
Jun-10

Jul-10

Aug-10

Sep-10

Qct-10

Summar 2010

Nav-10
Dec-10
Jan-11
Fab-11
Mar-11
Winter 10/11
Storage Gas

Excluding Storage Gas
including Storage Gas
Targst Levels By October 31, 2010

Apr-11

May-11

Jun-11

Juk11

Aug-11

Sep-11

Oct-14
Summer 2011 :
Target Levels By March

Target Lavels By Octaber 31, 2010

May-12

Jun-12

Jul-12

Aug-12

Sep-12

Oct-12

Summer 2012
Target Levals By March 31, 2014

Nov-12

Dec-12

Jan-13

Feb-13

Mar-13

Winter 12113

Targe! Levels By Oclober 31, 2010
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year PIRA ElA NYMEX
{05/06-08/10) | {2009-2010) 27-Apr-10 | 11-May-10} 25-May-10

June $7.02 $3.54 $4.020 $4.089
July $7.37 $3.95 $4.010 $4.167
Aug $6.68 $3.38 $3.970 $4.235
Sept $6.87 $2.84 $3 900 $4.285
Oct $7.15 $3.73 $4.330 $4.388
Nov $7.80 $4.29 $4.820 $4.745
Dec | $7.62 $4.49 $5.270 $5.126
Jan $7.28 $5.81 $5.490 $5.335
Feb $6.61 $5.27 $5.470 $5.306
Mar $6.49 $4.82 $5.360 $5.206
Apr $6.37 $3.84 $5.150 $5.035
May $6.72 $4.27 $5.180 $5.030
12 Month Avg $7.00 $4.19 $4.748 $4.746
Summer Average $4.367 $4.461
|Winter Average $5.282 $5.144

$5.00

$8.00

$7.0D0

$6.00

June July Aup Sept Oct Nov Dec Jan Feb Mar Apr May
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EarthSat’s 30-60 Day Outlook

Wednesday, May 19, 2010

& e
EarthSat Weather Forecaster: SS/BH/TH

Departure from 30-yaar normal (*F}

~

i

HUpdated: i
Moy 19,2000 |~ 7 ]

341010418 |, 0. [ 1041008 [ 0.5t .09
3.0

iMay 19, 2010 Jy < .
[J+01t0+04 [[]+06t003

Qo019

Warmer in the Midwest Shght warm changas iny the

Northwest
ENSO Moving Coofor
Wil wo be In La Nina?
W continue o7 end tovarnds 8 warmey Jures thia vaesh wih mose mm-smmanmmmmmumm
ooroa tha Miheast snd 10ms eboves heaicn b s warmor @regtan in Western Conadg and the Noeast, Olhae

mﬁmuwﬂnuﬁammmum“wmmo&m

Ruther sosth poroas Ontario 2nd Quaies. This b dua b tetge pant wiza, ¥'8 617 o waom-damingtad outiook oversl, Lsing 0 sama ansdog
water Paaifie, exxtng EBf
ket right vinch showe soma sardaross to our foreeest,

canag, which is showa the normal bt toaer than
ount Evecsst of 16346,

Jun PWCDD* Forecasts *10Y Norwnat updated to 0049 | LJul PWCDD® Forecasts *10Y Hormz! upduted to 00-00 |

10V Normal* 2200 10V Nommal®  323.2 |
Jun 2010 Fest] 228.0 fsoviomat  217.4] [Jul 2010 Fest: | 334, () sovnomat 3277 |
Jun-2009 2%4.3 Jul-2009 283.9 |

Change: 10 s pocuismen iwmmons COOS

Change: +10.0 —
BRI - it ot

MDA Information Systems, Inc 6011 Executive Bivd,, Sulte 400, Rockville, MD 20852 Tel {240) 833 8300 Fax (240) 833 8301
www.mdafederal.comfwx/ ©2010 [30-60 Day-Outlook, Verslon 2.1}
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ST A EarthSat’s 6-10 Day Forecast-Detailed
; Tuesday, May 25, 2010
Forecaster: BH/AC

EarthSat Wesather

Today's Foraecast:

Cool Conditions In Rockies Move Into Midwest Late
Potentially Warmer In Mid-Atfantic For Mid-Period

Above nomal temperatures in the Midwest could be a little
stronger during the eary part of the period, and this warm risk
carries over in the Mid-Atlantic for the mid-period. Even with this
warm risk existing across these regions, the likelihood for ex-
tremes Is very low. By the second half of the period though,
cooler temperatures begin to advance into the Midwest. Cooler
than expected readings are possible as the American models
depict this outfook best. The Northeast could be reluclant to see
that cooling fate, but a cooler outcome may still occur. A ridge in
the Southwest should begin to intensify for the second half of the
period, which may bring in much aboves faster here.

Previous

Previous)|

Previousi

Forecast Confidence: 5

EE A +3F to +4F B A +5F to +7F B MA +8F to +14F B SA +15 or Higher
B-3Fto-4F [E18.5Fto-7F EBIMB -8F to -14F B8 SB .15 or Lower

MDA Information Systems, Inc. 6011 Executive Bivd, Sulle 400, Rockville, MD 20852 Tel (240) 833 8300 (backup: 304 231-0664)
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2010 [Morning Basic-Page 3, Version 2.1]
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Atlantic Tropical Weather Outlook

Local forecast by
“City, St” or “ZIP"

(&)
Alternate verslons
Text-only | PDA | Cell

Get Storm Info
Sateliite | Radar
Airgraft Recon
Advlsory Archive
Experimental
Moblle Products
E-mall Updates
Audio/Podcasts
GIS Data | RSS
Help with Advisories

Marine Forecasts
Atlantic and E Pacific
Analysis Tools
Help with Marine

Hurricane Awareness
Be Prepared | Learn
Frequent Questions
AOML Research
Hurrlcane Hunters

ffir-Simpson Scale
sracasting Models
Eyewall Wind Proflles
Glossary/Acronyms
Storm Names
Breakpoints

Hurricane History
Seasons Archive
Forecast Accuracy
CHlimatology
Most Extreme

Aboul the NHC
Mission and Vision
Personnel | Visitors
NHC Virtual Tour
Library
Joint Hurr Testbed
The NCEP Centers

Contact Us ~ Help

TsA.opv_

hitp://www.nhc.noaa.gov/textrefresh/ MIATWOAT+shtml/251558 shtml
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News Organization Search

Atlantic Tropical Weather Outlook

000

ABNT20 KNHC 251558

TWOAT

SPECIAL TROPICAL WEATHER OUTLOOK

NWS TPC/NATIONAL HURRICANE CENTER MIAMI FL
1200 PM EDT TUE MAY 25 2010

FOR THE NORTH ATLANTIC...CARIBBEAN SEA AND THE GULP OF MEXICO...

THE NON-TROPICAL LOW PRESSURE SYSTEM LOCATED ABOUT 450 MILES
SOUTHEAST OF THE NORTH CAROLINA COAST REMAINS DISORGANIZED...AND
THE POTENTIAL FOR THIS SYSTEM TO ACQUIRR SUBTROPICAL
CHARACTERISTICS CONTINUES TO DIMINISH. THERE IS A LOW CHANCE...10
PERCENT. ., .OF THIS SYSTEM BECOMING A SUBTROPICAL CYCLONE DURING THE
NEXT 48 HOURS, THE LOW IS DRIFTING GENERALLY NORTH-NORTHWESTWARD
AND A TURN TOWARD THE NORTHEAST IS EXPECTED OVER THE NEXT COUPLE OF
DAYS. THIS SYSTEM CONTINUES TO PRODUCE A LARGE AREA OF

SHOWERS. . . THUNDERSTORMS. . .AND GALB FORCE WINDS., FOR ADDITIONAL
INPORMATION. . .PLEASE SEE HIGH SERS PORECASTS ISSUED BY THE NATIONAL
WEATHER SERVICE.,.UNDER AWIPS HEADBR NFDHSPAT1 AND WMO HEADER
FZNTO1 KWBC...AND STATEMENTS FROM LOCAL NATIONAL WEATHER SERVICE
FORECAST OFFICES., NO AUDITIONAL SPECIAL TROPICAL WEATHER OUTLOOKS
ON THIS SYSTEM ARE ANTICIPATED.

$$
FORECASTER PASCH/ROBERTS

Quick Navigation Links:
NHC Active Slorms - Atlantic and E Pacific Marine - Storm Archives
Hurricane Awareness - How to Prepare - About NHC - ContactUs

Privacy Policy

NOAA/ National Weather Service Disclermer

Natignal Cenlers for Environmental Prediction Credils Freedom of Infonnatian Act (FOIA)
Nationa!l Hurricane Center Information Quality About Us
Tropical Predicton Center Glossary Career Oppurtunities

11691 SW 17th Street

Miami Florida 33165-2149 USA

nhewebmastes@noan gov

Page iast modified: Tuasday 25 May-2010 15 58 02 GMT
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Weekly Natural Gas Storage Report Page 1 of 1
ala U 8. Energy Information Administration
Ingepandent Statstcs and Anatysis
Homg " Natusl Ges > Waokly N Gas Storsge Repont
Weekly Natural Gas Starage Report e e T vatates
Reteened May 20,2010 61 10 303 . {sestam Ume} 1ot tho Week Ending Hay 14, 2010
Haat Retease Uay 37 2010
Working Gas In Undarground Storage, Lower 43 ather formats: Summary TXT LSV
Stocks (n billlon cublc feat (Bcf) Historical Comparisons Duts
Reoon | osisus0 | osrorio | cnnmge | overhw(a/iae) | sYosgesiion aveeys | o sy
Stedu (sch) Gungs || Stack fnte ENGE 3 "
East w52 %8 3 583 123 872 138 e Age Srocks
West 359 344 15 343 47 279 9.1 s
progucing 814 787 27 867 61 707 151 Raferances
Tola) 2,165 2,089 76 2,092 38 1,857 16.6 Betwesn Hanthty
Notes apd Definitions end Weekly Osts
Ravision Policy
Summary Related Linka
Warking gas in storage was 2,165 Bcf as of Friday, May 14, 2010, 9t ElA This aonet Storoge Basks
merease of 76 Bef from the previous week, Stocks were 73 Bof highar than last yesr at this time and J0B Bef above the 5- Natural Gas Weakly Update
year average of 1,857 Bef. In the East Reglon, stocks wore 120 Bef abave the 5-yesr average following net Injections of 34 atur tr Up
Bcf, Stocks in the Producing Reglon were 107 Bel above the S-year avernge of 707 Bef after o net Injection of 27 Bef. Natural Ges Novigator
Stocks in the West Reglon ware 81 Bef sbove the S-year average after » net addition of 15 Bef. Al 2,165 B, total working
qgas Is above the S-yesr historteal range.
4pa
3500
3200
¥ 2000
'§ 2400
§oom
é 1,500
@ 1200
00
40 {gousee: tnery Offico of 08 end Ges, Form EA-912 00
[J 0
8 8 8 3 2 e
O I A i
Nota: The shaded aron Indicates tha ranga batween the Sistoricat minimuny 8nd meximum values for the
woskly serios frum 1005 through 3009,
Saurce: Farm EIA-812, “Weekly Underground Natural Gas S1orage Raport.” Tho dashed verticat nes Indicule
current and yaar-sgo woekly poriods.
Privacy/ vl 1 Copyright & fleuse « Contact Us} Feedback 1 Caraere | About EIA
Fedstoty | USA.gov ¢ Department of €nargy
hitp://ir.cia.gov/ngs/ngs.html 5/21/2010



North American Gas Price Overview

Jan-08 Jan-09
Feb-08 Feb-09
Mar-08 Mar-09
Apr-08 Apr-09
May-08 May-09
Jun-08 Jun-09
Jul-08 Jul-09
Aug-08 Aug-09
Sep-08 Sep-09
Qct-08 Oct-09
Nov-08 Nov-09
Dec-08 Dec-09
Average Average
2008 1 2009
Summer Summer
2008 ¢ 2009
Winter 2008- $ Winter 2009-
2009 2010

.

Hedging Meeting 5§-26-2010.xism

April 27, 2010 Release

$

PIRA

Per MMBTU

[7

5/18/2010

Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10

Aug-10
Sep-10
Oct-10
Nov-10
Dec-10

Average
2010

Summer
2010

Winter 2010-

2011

$

Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11

Aug-11
Sep-11
Oct-11
Nov-11
Dec-11

Average
2011

Summer
2011
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April 27, 2010

NATURAL GAS

GAS PRICE SCORECARD: MAY 2010 - OCTOBER 2010

Bearish Netdrel Bulish
o B

11,8, Production icam—

LNG imports 22 S U RO

Canadlan Exports o e
Mexican Pipeline Imports IERTT
Storage Levels [ T] |

Economy Lo e
Elpctric Generation Cail em
Industrial Sector L es

Res/Com Heating -] 3

NYMEX Prices and Speculation

d s holatsd d
a

Gas rig counts havo axp of late,
but horlzumal gas dﬂmng mostly associated with shale gas
and has Innd to upward

d) 3 to PIRA'S | p

tncremontal LNG Imports will be mitigated by raptdly
expanding spot cargoos being shipped to the “southem
cone™ countrios {o.g. Arganting, Brazil, and Chile).

The lack of GWHDDs caused sub-normal stock draws and
inflated exports to the U.S., Falilng Canadian production will

to lowar Y/¥ to tho U.S. but the i
targe u!orage surplus makes the iming uncentaln.

U‘S. exports to Moaxico should continue to stagnate as higher
by g g dey gas p fon and moro |

LNG lmports

Tho collapan of March-April GWHDDs pushed PIRA's
projectad storage deficits back to the end of June. From

thon through August the key variabies will be CDDs and the
ablilty of gas to retaln market share captured from coal.

Economic optimism s halng fueled by employment growth,
rising consumer confidonca, snd a tepld appamnt recovery n

the g sactor. Slg to future g

activity are oven moro posiﬂva than before,

PIRA's vutlook for gas-fired EG s relatively flat Y/Y, but f
sizabls YIY growth romains a realistc scenario to tho ontont |
that coslfired EG can boe displacod by less expensive gas.

YIY growth appoars to have slowad from the extraondinary !
paca Indicatod In December03 and January-10, but the
manufactering rebound should keep future growth sizabia,

Roughly normal GYWHDD wiil yleld minimatl Y/Y changes In
RIC gas hasting ahead of the 2010-2011 hoating scason.

Managed Monay's short NYMEX futures postiion excoeded
260,000 lota on Apri] 20 - g lavel not seen since October08
when apecuhﬂva positions ware cnnum:t!ng amidstthe

Tha! d the lmpact
commodity and crodit issues can have on prices slongside
the ahifts In ges-market fundamenial perceptions.

Deosplte the recent recovery of Honry Hub gos prices from uub-
$4 to 5 $4,00 to $4.20 trading rango significant near-torm upuldo ;

Price Qutiook [ty | with soma | a rotum to !
eurllor low from coakio-gas substltution In the Northeast and |
Southeast povmr markets. !

PIRA Energy Group, 3 Park Avenue. 26" Flaor, New York, NY 10016-5989 (Tel) 212-666-6808 {Fax} 212-686-6628 www pira com
For i ibars only Copyright © 2010 PIRA Energy Group. Al rights reserved.
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GAS DAILY

FRIDAY, MAY 21, 2010

15 cents to average in the mid-$3.30s.

tn the Southwest, Kern River Gas Transmission, delivered, fell more than
20 cents to the high $3.80s on ICE, Prices in the production basins fell
around 20 ceats, with £ Paso Natural Gas in the Permian Basin averaging in
the mid-$3.80s after trading volumes fell by more than haif.

At the Paclfic Gas &t Electric city-gate, liquidity increased by ncarly
243,000 Mud 1o top the 1-Bel mark on ICE, Prices there fell about 13 cents to
average in the low $4.30s. — Murket Staff Reports

FERC: Storage, hydre to help set summer prices

Near-record-high gas storage inventories and near-record-tow Northwest
hydro levels will be key drivers for summer gas prices, Federal Energy
Regulatory Commission staff sald Thursday,

As always, the “largest wildcard going into summer |s weather,” the
Office of Enforcement’s Steve Reich sald In a presentation at FERC’s monthly
meeting

Reich satd snowpack was just 70% of the historlcal average in the
Northwest and, as a result, spring and sumimer runoff Js expected to be the
“47tx driest ol 30 years of recorded data and the fowest since 2001.* That
likely will spur demand tor gas-fired generation, putting upward pressure on
Northwest spot prices that are already rising relative to Henry Hub prices, he
said.

Meanwhile, "changes in natural gas market dynamics this suminer comn-
pared to fast summer are having a significant cffect on power prices,” Relch
said. He attributed that in part to last year's extension of the Rockies Express
Pipeline to eastern Olno, a development that has Increased competition In
the Northeast for Rockies gas.

“This shift moved over 1.5 Bcf/d from Midwestern markets to the pipe-
line's Intended Northeastern customers,” he sald. That change, along with
the addition of another 500,000 Mcf/d of production from the Marcellus
Shale, has pushed Northeastern basts downward.

For exampie, the average premium of Transcontinental Gas Pipe Line
zone 6 to Henry Hub is expected to fall from 70 cents/MMBtu in 2009 to 44
cents/MMBtu this summner.

Prices on the winter futures strip are about § 1I/MMBu bigher than cur-
rent spot prices, “providlng an lncentive to buy gas now, put it into stor-
age and sell it at winter prices,” Reicly said. With production near 60 Bef/d,
a level not seen since the early 19705, and more storage capacity available,
analysts expect inventory levels this year to reach 4 Ief for the first time, he
said.

Those markel fundamentals “point to prices io the range that they are
currently in” through the summer, Reich satd.

Demand for gas In the power-generation sector also Is on the rise in the
Southeast as gas prices have fallen telative to coal, Relch sald. - Cralg Canv

NEB: Canada energy prices to inch higher this summer

Canadian consumers can expect prices for natural gas, crude ofl and elec.
tricity to lncrease \ ly this as energy d d rises along with
impravements in the global economy, the Natlonal Energy Board sald Thursitay.

Gas prices are expected to trade In the range of U534 to $5/MMBtu as
production aud storage levels are "ample,” the Canadlan regulator sald in Its
Summer Gutlook.

Factors that coutd change that forecast Include profonged hot or dry weatly.
er, a stronger economlc recovery than expected, lower liquelled natural gas

FERC approves capacity hikes
at palr of gas storage facilitles

Two gas storage oprrotors cus procevd with plans
to ot e in
Alabama and Kansas, he Federal Eneigy Regutatory
Conunission said Thursday.

MoBay Storage Hub asked FERC for penmission to
boost capacity at thiee faciities off the coast of Mobile,

The project vas adding nine wells
to the 21 approved by tho commission in 2006.

The project will increase working gas capacity by 96
8ef for a total of 59.6 Bef.

Surrounded by a cluster of interstate pipefines
along the Gul Coasl, the facihity will be able to send and
recewe up 1o 1 Bef/d, the company said.

FERC afso found that the faciity lacks sigruficant
matket powet and sald ¢ coutd charge market based
rates. MoBay is a whally owned subsidlary of Falcon Gas
Storage.

Ina ardar, FERC Star
Centrat Gas Pipeline’s request to boost capacity at its
€1k Criy storage field in Eik, Chautaugua and Montgomery
counlics of southeast Kansas

Southem Star's project would boost working, gas
capacity by 4 Bef to 11.8 Bef. The manumum withdrawal
capacity is expected to increase from 229,000 Mcl/d to
269,000 Mct/d

FERC agreed that marketbased rates were justified
to facilitate construction of the project.

A subsidiary of Southem Star Central, the pipeline
and storage pany gas to and
power generalors in the Midwest — Meghan Gordon

For forward pricing, more and more
companies are tumning to the most
refiable, methodical and indepsndent
source of forward prices:
the Platts-ICE Forward Curves
for natural gas and electricity.

Pistts-iCE Forward Curve—~Naturel Gas
provides, every aftamoon of svery
business day, daily aszessmants of the
financial basis swap markst at
21 key trading hubs for trading packages
axtanding through 2021,

The Platts-{CE Forward Curve— Electricity
provides each afternoon dsily assassmonts for
on-peak and off-peek power forwarde at
17 kay trading hubs for treding packeges
axtsading through 2012

For a sample data set please call | BOD PIATIS
For editorial quastions, plaasa cill o el
Mike Wilczek [202-383-2246; mike wikcrokaldalts « om}
ot Brian Jordan {202-383 2181, brvan junlusphity e

/9
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GAS DARY

TUESDAY, MAY 18, 2010

n the mid-$3.90s, bringing the point to a 6-cent discount to Kingsgate. A ceglon-
al trader said a lack of water In most regional reservoirs, coupled with increasing
airconditioning load, could vesuft In cogeneratlon plants coming online eatlier
than they have in the past to meet electricity loads.

In1 the Midcontinent, spo? prices at Oklahoma points jumped 10 to 1S cents,
1t feels as though {cash] just wants to stay strong in the early pant of the Injec.
tion season,” a trader said.

At Panhandle Eastern Fipe Line, casly rose more than 10 cents to average in
the mid $4.10s on ICE, while prices at ANR Pipeline-Oklahoma climbed nearly 15
cents,

in the Upper Midwest, cash rallied, with Michigan polnts leading the way
with the highest gains. Cash at Michigan Consolidated Gas jumped more than
10 cents to average In the high $4.50s on ICE. Michigan remained one of the
strongest points in the region and widened (ts premium to the Chlcago city-gates
to nearly 20 cents, — Market Staff Repurts

FERC urged to weigh in on gas quality debate

Gas quallty issues springing up in the Midconti and the Rocky Mountains
have shippers and customers who have had their margins undercut by reduced
volumes and unchanged financial obligations looking to federal regulators fur a
resolution.

Last Thursday, Northern Natural Gas anneunced that It would ease capacity
restrictlons on gas coming Into its interconnection with Trailblazes Pipeline near
Beatrice, Nebraska — more than a month after the pipellne had to limit receipts
at the point because the gas from Trailblazer had levels of CO2 that Northern
Natural sald “significantly exceeded™ its 296 tariff limit.

Michael Loeffler, a spokesman for Northern Natural, sald "changes have been
made on upstream deliveries into Traliblazer that have resulted In lower CO2
levels. Consequently, Notthern is able to accept higher volumes of receipts from
Trallblazer.”

However, the company also sald that with storage infection season beglnning
In june, “the ability to accept off-spec gas may stiil be limited by system dynamics
and the continuing ability to blend high CO2 gas.”

Meanwhile, Wyoming Interstate Company, which delivers gas into Traliblazer,
ended a months-long battle with various market players when it withdrew a tariff
filing that would allow It to reduce gas recelpts if CO2 levels exceeded down-
stream specifications. WIC stated In a May 11 web site posting that it “antici-
pates” that deliveries to Trailblazer will improve with respect to the CO2 levels.

The gas quality Issue has caused enough of a stir that Chevron and Shell, both
firm capacity holders on the Trailblazer and Northern Natural systems, urged the
Federal Regulatory Energy Ce Isston to “promptly convene a forum” for a dis-
cussion on gas quality Issues.

“These gas quality issues are very disruptive to gas marketing efforts because
they undermine predictability and rellability,” the companies said in a recent
joint filing to FERC. “They also affect explotation and devel of gas sup-
plies.” o : .

The companles also said they have not been afforded relief from reservation
charges despite the curtailments.

FERC has not sald whether such a fonum will take place. “The case is still
pending, We'll just have to walt and see when the commission will act. It’s hard
to say how long It will take as each matter Is handled on a case-by-case basis,”
said FERC spokeswoman Tamara Young-Allen,

The significance of the Issue prompted WIC on Friday to add a posting on
gas quallty to ifs electronlc bulletin board that will provide ongoing Informatlon
about the gas quality belng delivered to the Dullknife WIC-to-Trailblazer delivery

Raymond James estimates gas
supply growth of 6 Bef/d In 2010

US gas supplios are estuniated to praw 6 Bes/d yeor:
onyear by September, an tnctense (it 15 12 tines that
expected by Wall Street and e Depadment of Enengty,

g to 8 report K Tames &
released Monday.

“We think that both the DOE and {Walt Strect] consen-
sus expectations for 2010 US gas supply growth are not
just wiong, but way wrong,” the analysis stated. “US gas
supply 15 growing wity faster than the markel reabzoes,”

The estimated 6 Bcd/d increase s based on monthly
Energy ion Admini 835 data
that shows supply has been “scroaming higher,” as well
as "sharp supply growth trends™ in recent public explora
Yorrand production results and Apn! gas storage data.

Raymond Jamaes sald those trends indicate grawing
Supply as the active gas rig count rose 1o roughly 950
from below 700 between June and November 2009. The
report said that Increase ~would suggest that this gas
supaly growth rate might actually accelerate through the
summer.”

But Raymond James warned that its groduction sur-
vey doas nat include prvate producers, which compnse
about hall of total US gas productisn. Tho analysls said
privale company output tronds tend to closely follow
those of publicly traded independents.

The analysis also cautioned investors not to be
overly bearish too quickly,” since summer gas pnces that
ara expecied to fall to the low $3/Mcf range may offset
increased supply data, thus increasing gas demand from
gentrators that can switch to gas from coal, — Driun Scheid

Advertisement
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M. Hoffer

Moody's: Price recovery unlikely before late 2011

North American natural gas prices remain in the “dold: ~ and
are unlikely to nciéiss significinty.before the end of 2011, Moody’s g:*mh :*‘-fg//g;

Investors Service sald Tuesday, citing production avercapacity and Midgolh e/~ Alsoite Votms Deals
Hmits to how much drillers can scale back thelr operations.

Permisny
The ratings agency added that gas-Intenstve producess of chemi- o T YRV LY WEYTE A T
cals and g [ facturing companies will enjoy significant pce  wans 3850 46145 378393 381389 3\ B4
advantages over the niext 12 to 18 months. - - . Jmmweston Pegéen | 3735 #0148 370377 3TAaTs, A1 . .6
"Low natural gas prices will continue havlng anegative impact 0L _Eost Yoneshionth Lockvenn Avea
many explofati d-production and ! gas drilling and related  Cxthagmito 3925 30240 Rp9am WA .
oilfield servies* Moody’ssam.'kxcthes.m:smmxmmﬂmﬂqueﬁed businesses of the S Sergra T T
and e @ , the effect “Morgan Chase for about $1.7 biition.
o Lt “While Ce quarterly results ot our comenadities joint vone
on revenues will be less noticeable.” ture wers tiseppinting, ous cor businesses continuo to per-
. Moody’s added that while some power plants and otber Industrial end-usess luunht:d;;‘ '?:m wzlgoaw
' can substitute gay with coal, the coal tndustry Is unlikely to see a huge impact Fetshngpr A statonom. & o
cess under way for the commodites Jobnt ventire and expect
from low gas prices unless they fall below $4/MMBtu. 1 exit tha business completoly In S Exttar half of s yeer.”
Across various North Amedcan reglons, Canada’s ges-producing provinces During & conference call with analysts, Felsingar sald
may see thelr budgets pinched by reduced royalties due to low gas prices, o hopes the company wifi have extted the business by

Moody’s satd, — Jeff Barber Sy of Kugust. ~ Rodney Whilo
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Short-Term Energy Outlook

May 11, 2010 Release
{Next update: June 8, 2019)

Natural Gas

U.S. Natural Gas Consumption. EIA expects total natural gas consumption to increase by 3.0 percent to 64.4

billion cublc feet per day {Bef/d) in 2010 and decline by 0.4 percentin 2011. Consumption growth in 2010 is
led by the industrial and slectric power sactors. Despite higher natural nas prices in the first quarter of 2010

compared with the sam riod In 2009, natural aas accounted for a siightly higher share of generation in the
elactric power sector. This gain in the natural gas share of electric-power-sector generation is expacted to continue
through this year. In the industrial sector, EIA's natural-gas-weighted industrial production index (a measure of
industrial activity in natural-gas-intensive industries) showed a year-over-year Increase of 6.8 percent during the first
quarter of 2010 and Is forecast to rise by 5 percent on average for the entire yesr,

ElA's expectation of continued growth in industrial output in 2011 leads to a projected 1.3 percent Increase in
Industrial natural gas consumption next year. Howaver, the forecast of higher natural qag prices restrains
natural gas use in the electric power sector next year. In addition, the assumption of a 2.2 percent decline in first-
quarler heating degree days next year, and the resulting decline in space heating demand, reduces residential and

commercial sector consumption next year,

U.S. Natural Gas Production and Imports. EIA expects total marketed natural qas production to increase by
0.8 Befld (1.3 percent) to 60.7 Befid In 2010 and to decline by 0.3 Befld (0.5 percent) In 2011. This production
forecast |s lower than last month's Outiook by 0.1 and 0.3 Befid In 2010 and 2011, respectively. The recent

ravisions to ElA's historical naturatl gas production data and balancing item (the differance betwesn tota! monthly
consumption and total production) for 2009 and January 2010 of about 0.5 Bef/d on average are primarily reflected In
a smafler {less negative) balancing item in this forecast.

Although the working natural gas rig count has declined i recent weeks, the resurgent trend In drifling
activity from last year's low contributes to the outiook for production arowth in 2010, With a forecast of lower

prices throughout the remainder of 2010 relative to the first quarter, EIA expects some continuation of the recent
reduction in drilling activity. The lagged effeci of sustained lower driiling in the forecast contributes to a sfight decline
In production during 2011.

Liguefied natural gas (L NG) imports have fallen in recent weeks as maintenance, feed-gas shortages, and
startup defays reduce the amount of previously expected global LNG supply. Higher prices in other LNG-
consuming countries in Europe and Asla continue to attract carqoes away from U.S. ports. However, EIA
continues to expect that now LNG supply tralns coming on-stream in Qatar, Yemen, and Peru will more than
satisfy global demand and contribute to a 0.4 Bef/d increase in U.S. LNG Imports during 2010. This increase

does not offset a projected 0.7 Bel/d decline in pipeline imponts during 2010. The majority of U.S. pipeline impors
come (rom Canada, whese natural gas production has been in recent decline as a resuit of lower driliing activity,

Global Crude Oil and Liquid Fuels

Crude Oll and Liquid Fuels Overvlew__EIA’'s assessment of global economic arowth, alobal ofl demand, and
world oll prices are all slightly higher than In last month's Qutfook. Expectation of a somewhat more robust

lobal economic recovery supports the updated price foracast, particularly if the Organization of the Petroleum
Exporting Countries (OPEC) continues to remain satisfied with ils supply targets as globat oit consumption conlinues
to grow. The most important downside risk to this forecast is lower-than-expected economic growth.

25"
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Kern, Jeff L

From:
Sent:
To:
Subject:

Product ldea - Selling Summer Floors Can Improve Winter Cashless Collar Range

Just wanted to tet you know where a couple of products are currently valued (at the Henry Hub):

Adding a floor for July - Sept. lowers the ceiling on the Cashless Collar:

Please call if you need live quotes or alternative strike levels, or any other scenarios priced out at (281) 293-3898,

Thanks,

Glenn
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Hedging Program
Market Indicators Summary
June 22,2010
Prca Pape
]ml Termn l Commants Raf
Waather
NOAA abava a for Juty 2010-Sapt 2010
Long Yemn Farecast {July 10-Sept 10) t tonp |for the Enst coast, Southem and Souttwestam CONUS with below normal] 12
{lempemntures In the Contral plains states.
July is prodictod o be 10.3% warmer than narmal basad on 10 year |
MId Term Forecast (30-60 days) T Long {nommatg and August is predicted to be 6,9% wammerthan 10 year nofmal. | 13-14
Short Term Forecast (6-10 days) 1 Short Awwb;:m;mostoim country with soma Below Normal ln Wastem 18
A lurge area of 0 showers and over the eastam
20% chance of bacomi; cyciona,
Tople Stom Actiy 1[50 G5 vt ok outockfor e cann sesso i s 10 1610
[humicanes. Officials differ on hurricans ssason’s impact on gas prices
‘S(unga inventory
Storage Injections for the weok ending Juna 11thwere 87 BCF. Slocege
EIA Weekly Storage Repodt ‘ Long [levels are 81 2.543 TCF which 13 0.1% higher than last yoar and 14 0% 13
higher than the 5 year average,
Mindustry Publications
GAS PRICE SCORECARD: JUNE 2010-OCTOBER 2010 PIRA'S pricer
gm“‘m"’, s 1 | Lowg Joutiook I Butish wih storaga wil be owes yearto year in Jue and Juty | 50 o0
Winter 201011 o witich may not be encugh to sustaln & push through tu, but
suggasts that pricas north of BIMMBU will ba sustainatie.”
The recent ftamp In natwal gas prices may have some hedgo funds
Iscrambiing to cover thelr short positions. “Fundamentally, gas has & well-
s market, aven with the hest, we'va socked away 6 fot of gas. [fwe,
Gas Dally 1 LonQ 1400 mateh last year's slorgo fill, we will ba 2t the second-largest on 223
record. Thera's no reason fof 13 to ba mally running up, 5o having a bear
spread on maket Rndamental sense.”
Natiral Gas Supply Assn.: "The wholesala gas market this summer showd
Gas Daly l Loag |be similar to last ypars-welksupplled and modaratety priced-dospite the 24
[suspension of deepwater driiling permits in the Gulf of Mexico,*
Energy Ventures Analysis: Tha combination of a mild summer and robust
Ges Dally ; Long gas suppiles cousd sand pricas tumbiing below $3IMMBIu later this year, 2
For tha second half of 2010, there I3 a groalar potential for tower gas
pricas than thara Is for highar gas prices.
INumnerous snergy companiea arm snatching up laases In the Coltingwood
Shale In noham Michigan, lured by the play's strutegic location of the
Ges Dally l L90G Thean of the Midwes! market. Collingwood Is closa fo established *2
{Infrastructure, damand conters and storpa finids,
[Gavsriment Agancies
Energy information Administration Tha projeciad Hanry Hub snnust average spot prica is expectad (o be
Summer 2011 $4.917 Long 134.49 per MMBLY in 2010, a § SS/MMBTU increase over the 2000 average | 29
Winter 2010/11. $4.992 ond $5.08 per MMBIu [n 2011,
Technicaf Analysls
Winter 2010-1 Strp Chart 1 Tstonlctosaaat s5.64 30
Summes 2011 Stip Chan 1 Ishon [closed at 8530 31
Ecor
EIA. Natura! gas consumption 15 projected o increasa sbowt 1% 1o 64 8
Demand f Bclday ko 2010 and doctine by 0.4% in 2011, Consumption growth in a2
2010 I8 fod by the Industrial and electric power Eactors.
EIA: Toiat marketod nalueal gas production to increase by 1.2 8cUd to 81 2]
Bclid in 2010 and dacrease by 0.5 Belid n 2011 This foracast inchxden
‘ shut-ir due to tropical storms of 166 Befve 19 Bef shut-dn last
Supply tong yw In addition, tia foracast Includes reductions in output from 2
GOMof 8 Bl in 2010 and 74 BcfIn 2011 becausa of the 6+
month drlling moeatorum.
EIA axpects WTI crude oll to averagoe about $73 per barrol this yoar, rising
Ol Market ‘ )

Long {0 $83 naxt year. Uncertalnty aboul economic growth in China and in the
an the ol madets.

[Fiveting Winutas: 10ih Fioor North Conferanice Room - 1:00 pm

Attendess Joff Korn, Jim Henndep, Mitch Martin, Joachim Fischesser, Jim Malring, Tery Batey, Siave Nisdorbsumor
Discussed current market conditions Including weather forocasts, (saveral anastysts projecting
number of hurricanes than normaljsiorage lavels (several aniaysts profacting high levels by the end of the injoction season) and vadous analysts
projoctions as woll as EIA's forecasts for natural gas and ot markets. Based on the discussion, o decision was mads to hedge additional vokunes
Busodonvnumwswanmmﬂcdnquwnm.Kom@yﬂ!m&msb"muﬂwmmwﬂwww1 2010 to March 31
2012 A no-cost collar bs tha typs of hedging product that will b sought.

2 much hottar than normat summer and a higher
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
1hstone Prives
NYMEX Closing Prce
S-yr. avg. | Last Year PIRA ElA NYMEX Hedged Prices
195/06-09710) | (20092010 25-May-10] 8-Jun-10 | 21Jun-10 Ohio _ Kentucky

July | $737 | 3395 $4140 | $4.873
Aug | 3668 $3.38 34 140 $4.910
Sept | $6.87 $284 $3990; $4.944
Oct | $7.15 | $3.73 $4310] $56.010
Nov | $7.80 $4.29 $4550 | $5.232
Dec $7.62 $4.49 $4 990 $5.485
Jan $7.28 $5.81 $5200 | $5.665
Feb | 3661 $5.27 $5.170 1 $5.602
Mar $6.49 $4.82 $5 050 $5.480
Apr | $637 | $3.84 $4930| $5.208
May | $6.72 $4.27 $4.920| $5.214
:June $6.63 $4.16 $4.910 $5.253
12 MenthAvg  $6.96 $4.24 $4.692 $5.240
mmef Average $4.477 $5.068
Winter Average $4.992 $5.495

$4 00

$300

July Aug Sept Oct Nov Dec Jen Feb Mar Apr May June
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EarthSat’s 30-60 Day Outlook

Wednesday, June 16, 2010

MDA

EarthSat Weather

Departura from 30-year normal {“F)

Updated:
une 16, 2010

Forecaster: SS/BHY/ TH

Departure from 30-year normal (°F)

BB >3.0 B +2010+29 [((J+1.0t0 +1.9

]

[T TS

{]-09t00.9

[Jt0to-19

_Previgus .
ot | Not quite as warm in the West

Crafiner i tne £ast A Texas

The July outlook remans warm-dominated overall, with widespread
above notmal temperalures across most of the US. The exceptions are
ihe westem Mrdwest and much of Califorma, where normals are favored
Changes were generally lo the cooler ditection in the West and la the
warmer direction in the Midwest, South, and East, These warm changes
resulted in an increase in the overall PWCDD forecast, If the CDD
forecast stands, il will be the 8th hottesl July on record since 1850 (2006
was the hotlest with 386 PWCDDs), Looking ai some long lerm model
guidance, the latest ECMWF monthly outlook which came out yesterday
shows very good ag: with our {. with the heat
seen across the southemn Rockies info Texas and the sauthem Plains,
The Northwest cantes a cool risk, both based on the ECMWF forecast
and persistence which favors of the Easlern tidge.

i up

Y Foyurmsth gont, « ¢

Cooler trends in the Northwest

Widespread warmlh conttnues in the August forecast with aboves
acress most of the US excep! for the Northwes! and the Flonda Penin-
suta, The forecast was mostly unchanged, save for some waimer
changes in the Soulheast and some cool changes in the West, adding
up fo a very shghily warmer PWCDD lorecast overall. The cuirent COD
foracast would make d the Yth hottest Augus! since 1950 (2007 was the
hottest with 366 PWCDDs). The ECMWF monthly outlaok also agrees
very well with ttus outlook. showing a patiem that is akmost a direct
match to out forecast On the other hand, the Amenican CFS model
inues to shiow & sut y cooler cutlook, though that modef has
fot verified very well as of late,

Jul PWCDD* Farecasts *10Y Normal updated to '00-09§ JAug PWCDD"* Forecasts *10Y Norma! updated to 00-09
10Y Normal®  328.2 10Y Norma{* 316.1

Jul 2010 Fest: | 362.0 [sovnomat  327.7] Aug 2010 Fest] 338.0 Jsov vomat 2865
Jul-2009 283.9 Aug-2003 3014

Change: 8.0 “Haonal Pogudaon Weighted CODY Chango: +7.0 .y yuoupt Popsten-Wegnted COOS

MDA nformation Systems, Inc 6011 Executive 8ivd, Suite 400, Rockville, M[) 20852 Tel (240} 833 8300 Fax (240) 833 8301
www.mdafederal.com/wx/  ©2010 [30-60 Day-Outlook, Version 2.1}
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Gas Daily

Tuesday, June 22, 2010
WSI: Hot summer likely across much of the country

Most of the US will experience above-normal temperatures from July through
September, although the lack of drought conditions should temper the heat

somewhat, private forecaster WSI said Monday.

QOnly parts of the central and northern Plains are expected to escape the hot
weather, which would push up cooling demand across the country. “For the July-
September period as a whole, we are forecasting 836 population-weighted cooling
degree days, 7% lo 8% more than last year and about 10% more than the 1971-
2000 mean,” WS! said in a statement

WS credits the development of La Nifta, a weather phenomenon characterized

by unusually cool temperatures in the Pacific, for the expected warmth. “A

new La Nifia event continues to rapidly evolve as we head deeper into summer.
This will favor more heat across the northern US as the summer progresses,” WSI
chief meteorologist Todd Crawford said in a statement

By early July, WSI said that it expects heat to spread across most of the western
US and to persist in the Southeast, while the north-central and northeastern
US will still see some relatively cool weather,

"Gasg demand from the power sector for cooling will likely be strong in all

regions except for the Northeast and North Central areas" during July, said Paul

Flemming, director of power and gas at Energy Security Analysis, which issued
the joint statement with WSI. The heat is expected to spread by August and
September to most of the northern US, however, WS! said.

During August and September, Fieming said that power prices in the Northeast

markets could be volatile and gas demand will generally remain strong. — Carla Bass

/38
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"‘ 3 -
ConocoPhillips
Monday, June, 21, 2010

Natural Gas, Gas Liquids and Power Market Update

Today's Markel ~ We stant a new week . and the official beginning of summer...with more than a few new
items pegging their exogenous influences on price. The big news is that China joined the rest of the
socioeconomic global community over the weekend and unsnapped their currency, the yuan, and will now
let it float against all other currencies. This will have a net bullish impact on most markets this week as
everyone on the plane! decides for themselves how and where they indwidually stack up against the
great unknown...China's economy. As this transmogrification proceeds., we'll see a lot of economic
posturing ahead of uncertain values. it's a cinch that crude oil will react bullishly to this news This is a big
step for China and one that the West has been pressuring China to do for well over a year. China flat-
hned their currency about 2 years ago at the height the financial crisis This announcement comes a week
before the upcoming G20 meeting and will pretly much eliminale this as a major discussion item The
change shows a bit of confidence and maturity of the Chinese economy as well as a view by the Chinese
government that they have confidence in global economic growth continuing going forward. It also shows
China's commitment to grow their internal consumption at the expense of exporls As the Yuan increases
in value it will make exports more expensive and motivate industry to focus more on growing intemal
consumption. On the other hand it does help both importers and exporters who rely on imported
resources and commodities to make their goods as they will be buying them with cheaper dollars and
seling them into a stronger local currency market. Assuming the Yuan does In fact appreciate in value, it
will be good for the global economy and be supporlive for most commodity prices as we are already
seeing this morning in the energy complex. Overnight equity markets in Asia responded strongly to the
news with a global equity and commodity rally underway and spreading from Asia to Europe and already
into US futures markets. There are no tropical systems in the Atlantic Basin to speak of, but we are
continuing to walch the wave of energy that helped drive prices up early last week. It's quite ugly, from a
general humricane allure perspective...if thal's possible. After all of this above...IT'S HOT east of the

Front Range in the CONUS. When ! say hot...] mean hot! Forecasts will grossly miscalculate the
intensity and heat index capability of this heat driven event. That fact, alone, makes me bullish
over the next week, or so. This heat is the characteristic pattern for what I'm expecting this
summer, and | don’t see it ending in the near term. Since this is the month of weddings 1 thought i'd

load you up with a useless piece of information. A poem written to celebrate a wedding is called an
epithalamium. Also, in Michigan, there'’s a law thal states a wife's hair legally belongs to her husband So,

those that are potentially tying knots this month...take a look at the small print.
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SIPIDA EarthSat’s 6-10 Day Forecast-Detailed
EarthSat Weather Monday June 21, 2010
Forecaster: BH/AC

Could Be Cooler Across Northeast
Midwest May 8 W ¢

Today's Forecast:
& South

Late

'

During the first hall of the period, the Midwest and Northeast
could be warmer ahead of a cold tront for a day or two  How-
ever, toward the latler part of the period, a cool risk lies in the
Northeast with the potential for more widespread below nomal
Coverage as depicted in the operational models. The Northwest
may see much below normat readings for the mid-period with the
progression of a trough into the regrion  The South could tackle
some stormy conditions for the end of the period. This would
allow the chance for cooler than anticipated conditions. An eye
must aiso be kept on the tropics late should a system head for
the Gulf Coast. Confidence is low with this though,

» Forecast Confidence: 5 Foecast Confidence: 4

(1A +3F to +4F BB A +5F 1o +7F B MA +8F to +14F 8 SA +15 or Higher
B-3Fto-4F EEIB-SFto.7F EEMB -8F to -14F B8 SB .15 or Lower

MDA Information Systems, Inc. 6011 Executive Blivd,, Sulte 400, Rockville, MD 20852 Tel (240) 833 8300 (backup: 301- 231.0664)
Fax (240} 833 8301 wwwv.ndafederal.com/wy/  ©2010 [Moming Basic-Page 3, Version 2.1]
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THRORICAL WEATHER OUTLOOK
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FOR THE NORTH ATLANTIC ..CARIBBEAN BBA AND THE GULY OF MEXICO.

A LARGE APEN OF DISORGANIZED SHOWERS AND THUNDHRSTORMS OVEP THE
EASTERN CAPIBBEAN SFA 1S ASSOCIATED WITH A WESTWARD-MOVING TRUDPICAL
WAVE. ENVIRONMENTAL CONDITIONS APPEAR CONDUCIVE FOR GRADURL
DEVELOPMENT OF THIS SYSTEM DURING THE NEXT COUPLE OF DAYS. THIS
WAVE CQULD PRUDUCE LOCALLY HEAVY RAINFALL AND GUSTY WINDS GVER
PORTIONS OF NORTHERN VENEZUELA...THE LESSER ANTILLES .THE VIRGIN
LSLANDS PUERTO RICQ. ..THE DOMINICAN REPUBLIC...AND HAIT! OVER THR
NEXT DAY OR SO. °THERE 1S A LOW CHANCE..,20 PERCENT. OF THIS
SYSTEM BBCOMING A TROPICAL CYCLONE DURING THE NEXT 48 HOURS

ELSEWHERE. .TROPICAL CYCLONE PORMATION IS HOT EXPECTED DURLING THE
NEXT 48 HOURS

5%
FORECASTER BROWN

Quick Navigallon Links:
NHC Aclive Storms - Atlantic and E Pacific Marine - Storm Archives
Hurricane Awareness - How to Prepare - About NHC - Contact Us
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Gas Daily

Thursday. June 3. 2010

CSU now expects 10 hurricanes, says Gulf cleanup could suffer

Colorado State University forecasters on Wednesday revised their outlook for the current Atlantic
hurricane season, now predicting 18 named storms and 10 hurricanes, of which five are expected

to become major hurricanes of Cateqory 3 strength or greater,

The revision is based on *much warmer-than-normal troprcal Atlantic sea surface temperatures and
cooling tropical Pacific conditions,” the CSU research team said. In its April forecast, the team called for
15 named storms, eight hurricanes and four major hurricanes Long-lerm {1950-2000) averages are 9.6
named storms, 5.9 hurricanes and 2.3 major hurricanes per year, CSU said.

“We have increased our forecast from early Aprif, due to a combination of a transition from El Nifo to
current neutral conditions and the continuation of unusually warm tropical Atlantic sea surface

temperatures,” forecaster William Gray said in a statement. “We anticipate a well above-average
probability of United States and Caribbean major hurricane landfall.”

The CSU team said it also updated its US landfall models and now believes the “probability of a major

hurricane making landfall along the US coastiine is 76% compared with the last-century average

of 52%," according to lead forecaster Phil Klotzbach. “We expect that the current trend from E! Nifo to
neulral conditions will persist and that weak La Nifa condilions will develop by the most active portion of

this year’s hurricane season {August-October).”

The forecasters predicted a 51% chance that a major hurricane will make landfall on the East Coast,
including the Florida Peninsula, compared with a long-term average of 31%. There is a 51% chance of
one hitting the Gulf Coast from the Florida Panhandle west to Blownsville, Texas, compared with a long-
term average of 31%, and a 65% chance that a major hurricane will frack into the Caribbean, vs. a long-

term average of 42%.

The Caribbean looks to be very aclive in 2010, with overall tropical cyclone activity approaching levels
experienced in 2004 and 2005, CSU added

Klotzbach sald that if as active as predicted, the 2010 hurricane season that runs through November
could have an impact on the cleanup of the oil spill in the Gulf of Mexico. “If the storm tracks to the west
of the oil, there is the potential that the counter-clockwise circulation of the hurricane could drive some of
the oil further toward the US Gulf Coast,” he said.

Last week, in a daunting sign for the already beleaguered offshore oif and gas industry, the National
QOceanic and Atmospheric Administration said the Atlantic hurricane season could be one of the
most active on record, predicting that it could bring 14 to 23 named storms and eight to 14
hurricanes, of which three to seven could reach Category 3 strength or greater. — Carla Bass
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Gas Daily

Tuesday, June 8, 2010

Officials differ on hurricane season’s impact on gas prices

Two industry officials offered differing views Monday on the impact an active Atlantic hurricane
season might have on gas prices, with a shale-created supply glut and volatility brought about by
proposed financial reform marking their dividing lines in the sand.

“The market jumped 50 cents[/MMBtu} in a heartbeat just on a forecast of a hurricane season
much like the 2005 one,” said Paul Corby, senior vice president of risk management firm Planalytics, at
the LOC Forum Northeast in Boston.

Suggesting the end result of the currently debated financial reform bill in Congress would result in greater

volatility in the markets, Corby predicted that “financial reform will only put more upward pressurc on
prices.”

“For some reason, the market can't break $4/ MMBtu on the downside,” Corby said. "We're more

likely to see $5 or $6 gas before we see $3."

James Duncan, ConocoPhillips' Gas and Power's market analysis director, disagreed Citing climbin

production volumes, larqely from shale plays, and possible record storage stockpiles tgward the
end of the summer injection season, Duncan said even with an active storm season, prices would

not be areatly impacted.

“There's still significant downside pressure going into winter,” Duncan said. “Youfre not qgoing to
see the double-digit prices that came with the hurricanes of 2005, but more a flattening of the

contango on the {futures] curve.” — Samantha Santa Maria
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Gas Daily

Tuesday, June 22, 2010

Analyst: Hot summer, hurricanes to cap storage

Hotter-than-normal weather this summer and the possibility of an active hugricane season are
likely to keep a lid on gas storage injections this year, analyst Ron Denhardt said Monday.

"The weather outlook is now for much warmer-than-normal weather throughout most of the
country for the remainder of the non-heating season, with some meteorologists talking about the

hottest summer in 30 years.” said Denhardt, vice president of natural gas services for Stralegic Energy
and Economic Research.

Last year's storage refill season ended with about 3.804 Tcf of gas, he noted, adding that this
season Is likely to end on par with that despite robust inventories fo start the summer,

Weather that is 10% warmer than normal through October would reduce the working gas storage level by
about 150 Bcf, he said, adding that cooling degree days have averaged more than 40% greater than
normal during the past four weeks.

He also noted that National Oceanic and Atmospheric Administration has forecast 14 to 23 named storms
this season within the Atlantic Basin, including eight to 14 hurricanes, of which three to seven could be

severe. The Energy Information Administration estimates the median amount of lost gas
production from a hurricane to be 166 Bef.

“With CDDs 10% greater than normal together with a production loss of the magnitude implied by
the EIA, natural gas prices could be abova the level needed to displace coal generation for the
remainder of the non-heating season and working gas storage would end October below [3.9
Tcf],” Denhardt said. Natural gas prices “could exceed $5/MMBtu for a month or two and still not
have working gas storage exceed capacity in October,” he added.

Gas production remains high and “caused us and many others to be bearish on prices,” the
analyst said. “If the weather moderates and production continues to arow, Henry Hub prices could
move back to $4.25/MMBtu or below.”

Higher gas prices would be needed to attract imports of liquefied natural gas, according to Denhardt
“Prices at the National Balancing Point in the UK are over $7.00/MMBtu and Henry Hub prices might have
{0 exceed these levels by a $.50 to $1.00/MMBtu to draw sufficient LNG to put strong downward
pressures on US prices.” Also, prices would go higher as Europe and Asia respond by bidding up LNG
prices to maintain their supply, he added.

A substantial price jump would support a further increase In drilling and accelerate already rapidly
growing US supply, he noted. But the market could ignore those longer-term implications and setup a
boom-and-bust scenario. “Thus a tight market this summer could fead to a much looser supply-demand
balance in 2011,” he said. — Rodney White

183



ER N R Lt 3 Y

M ey
@Iql e fe S Ay v

Sweny b ¥ s Sacae Repan

PN

Gy

ey 0w Gas

Weekly Natural Gas Storage Report

Case No. 2008-175
Attachment A
Page 102 of 334

Hefepst Sencdule
%130 Up for Emast Upaates

S e T B R LIS LT G e SRR
e

Koo oov
Neprtohe aa e wer

‘Working Gas in Underground Slorage, Lowor 48 Surrmary TAT (S0

ctrer farmats

Stocke in billion cubic feet (Bct) - - eremmenenns « HIMOPICR] Comparesans — Data
Reygion Yoar Ago (06/11/09) 5-Year {1005-100) Averaga
11710 vs, h. = - e i ans
06/R1/10 | US/04/30 |  Change Siacks (act) “ Change Sracks (BLT) ~ungs. Histay (115)
St 3 A k - S-¥ear Averages. Masimuny,
East t 200 1148 < 1154 hiud 1108 35 ] wuetmum. and vear-ago Stacks
West 424 412 12 406 a4 134 w9 {15}
N - o e e Reterence:
Producing agu ay6 ] 381 53 150 163 elerences
. . af e Hethadotogy
Yatal 2,543 2,456 ar 2,541 o I3 t4.0 Monthly
wotes and Oefinions ang Weeky Data
Ravision Policy
Summary Related Links
WOorKing 9as s storage was 2,543 B¢f as of Fuday, June 11, 210, g to ki’ Thyy et 5 4 et Storage Basits

mcrease of 87 Bcl frum the previgus week Stocks were 2 Gef tugher than fast yea! a1 this tine and J1 ) Bcf abose the 5
year averagr of 2,250 Bf In the €ast Region, stacks were 94 Bt above the § yesr average fotlowiny net mjectuns of 52
Bt Htocks 1 the Produuing Regon were §29 Bof above the § year average of 790 Buf after 3 net pectian of 2 3 8
Brocks ¢ the West Region were 30 Bt above the 5 year dverage oller 4 net addition of 12 Bof A1 2.543 Bel. torab working
gas 15 abuee the § yeae tistoncel range

Wouting Gao i o Stos eyt C it £ Yoo Snge

200

8irjon Cubit Fot

Soutte: Inergy information Administretion, Office of O #nd Ges, Form LA.912

R

May.08
Mpy.1d

3
3
3
*

H

Nota: The shaded srca indicates the range batween the histarical minimum and maximom valuea for the
waehiy series from 2003 thravgh 1009,

Soures: Form E1R-9112, “Weakly Underground Natural Gat Storage Report.” Tho dashed verticat lines indicate
current and yeas-2go weekly pariods.

Py

Naturaf Gas Weekly Update
Naturs! Gas Navigstor

privacy/Security ¢ Accessibility | Copyright & Reuse « Contact Us | Feadback | Careers | About E2A

Fedstats | USA gov t Dapnitment of Energy

/5

hitp:/fir.cia.gov/ngs/ngs.html

6/18/2010


http://ir.cia.gov/ngs/ngs

North American Gas Price Overview

May 25, 2010 Release

Jan-08 Jan-09
Feb-08 Feb-09
Mar-08 Mar-09
Apr-08 Apr-09
May-08 May-09
Jun-08 Jun-09
Jul-08 Jul-09
Aug-08 Aug-09
Sep-08 Sep-09
Oct-08 Oct-09
Nov-08 Nov-09
Dec-08 Dec-09
Average Average
2008 2009
Summer Summer
2008 2009
Winter 2008- $ Winter 2009-
2009 2010

Hedging Meeting-6-22-2010 xism

$

PIRA

Per MMBTU

Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10

Average
2010

Summer
2010

Winter 2010-

201

20

6/18/2010

$

Jan-11
Feb-11
Mar-11
Apr-11
May 11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
Dec-11

Average
2011

Summer
201

Case No. 2008-175
Attachment A
Page 103 of 334

PIRA Prices



Case No. 2008-175
Attachment A
Page 104 of 334

May 25, 2010 NATURAL GAS

GAS PRICE SCORECARD: JUNE 2010 - OCTOBER 2010
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surround the near-torm outlook for exp y in
the less maturo shale plays

Cold late hoating season E her and Nosth Soa

LNG |, s production issues have Hml!od tho chances of a big LNG
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Moaday, June 24, 2010

Jump in gas prices causes ‘pain train’ for funds

The recent jump In natural gas prices may have some hedge funds scrambling to cover their
short positions, resulting in potentially large losses in some cases, industry sources said Friday
Noncommercial gas traders — including hedge funds - have been shor in the gas market for the

past year, according to the Commodity Futures Trading Commission's Commutments of Traders report

But over the past month, speculative interests have begun covering their short positions and in some
cases increasing long positions in the NYMEX gas futures market

“Fundamentally, gas has a well-supplied market," a Houston-based trader said. “Even with the
heat, we've socked away a lot of gas. |f we don’t match last year’s storage fill, we will be at the
second-largest on record. There's no reason for us to be really running up, so having a bear

spread on makes fundamental sense.”

He said it is not just a select few funds that have been hurt by the run-up He said almost everybody
he knows in the gas trading field has lost money in what they had expected to be a beansh market

“They have everybody violated on short positions,” he said. *The pain train begins. That in itself starts
driving the market higher.”

He said funds are short the front of the NYMEX curve and long the back. To cover in the event
of a short squeeze they have to buy the front and seli the back — which is why gas prices have
risen sharply at the front of the curve, while the back has not climbed as fast.

The trader noted that the October-November and October-January spreads on NYMEX are big fund
favorites and the narrow 20-cent differential between the October and November contracts is “absurd”

compared with other years.

“It's been driving all these people out and created an artificially tight level of some of these spreads.”

But he said he believes the spreads will evenlually widen to typical levels because weather forecasts
are starting to point to a warm winter. “There will be a swift move back out but by then the damage [to

funds] will have been done.

MF Global analyst Tom Pawlicki said the jump of nearly 19% in the value of NYMEX gas this month
may have incited steep losses for hedge fund SandRidge Capital, He cited media reports, saying the $1
billion Houston-based fund said it lost more than 19% on the year and 15% in June to date due to bad

bets on natural gas.

Several calls to SandRidge went unanswered Friday

J2



Traders also mentioned the names of several other hedge funds that may be “"down big,” according to
one Gulf trader, who asked not to be named because he is not authorized to speak for tus company
However, exact losses. if any at all, at these funds could not be verified.

Enerjay broker Jay Levine, meanwhile, was unconvinced of a potential short squeeze on funds, saying
the gas market has been rising i an orderly fashion for much of the month

“Hedge funds are liquidating in a methodical basis rather than a wholesale basis,” he said “t've not
seen what is characterized as a true short squeeze Typically when you have a market short squeeze,
the bulls don't fike lo let go™ so soon suggesting there may be upside stilf to come n the market

He said it is almost impossible to tell how many positions still need to be hquidated but he thinks the bulls
will not let momentum get away from them anytime soon. — Cheryl Buchta
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Gas Daily

Wednesday, June 9,.2010

NGSA: Summer supply ample despite Gulf ban

The wholesale gas market this summer should be similar to last year's — well-supplied and moderatel
riced — despite the suspension of degpwater drilling permits In the Guif of Mexico, the Natural Gas Supply

Association said Wednesday.

“This summer s shaping up 10 be a repeat of last summer, which is good news for natural gas consumers,” said Skip
Horvalh, president and CEQ of NGSA

NGSA spokeswoman Daphne Magnuson sald more than 10% of the nation’s gas comes from the Gulf, but the
drilling moratorium, which the Obama administration impesed in the wake of the BP oil spill, is not expected

to affect supply meaninafully this summer. That is largely because of the steady increase in onshore
production from shale plays, she explained.

Magnuson also said it appears that the Interior Department will continue to permit drilling in the Gulf's
shallow waters, where most of the Guif's gas ig extracted.

In its annual report on summer supply, NGSA sald the economy’s Improvemant is the single biagest factor that
could put upward pressure on gas prices in an otherwise bearish market. NGSA said GDP is projected .
increase 4% year over year, compared with last summer’s decline of 3.2%, though the unemployment rate is
expected to remain high at around 9.7%.

Manufacluring, a key component of gas demand, is prajected show spirited growth, improving 7 7% fram last
summer, NGSA said

Weather patterns this summer are likely to be similar to last summer's, and that should help keep a lid on

gas prices, the producer trads qroup said. The National Oceanlic and Atmospheric Administration has
predicted the continental United States will see weather that is a modest 1.5% warmer than the 30-year

average.

An independent analysis performed by Energy Ventures Analysis for NGSA said there will be 1,175 cooling degree
days this summer, nearly identical to last summer's 1,174 CDDs. Bul as always, the weather is a wildcard, with the
severity of the Atlantic hurricane season expected to influence supply and the severity of the drought in the Pacific
Northwest likely to affect demand as some hydroelectiic capacity may have to switch lo gas.

EVA projected that overall summer demand will increase by about 1 Bef/d from a year ago to 54 4 Bclld

While industiial-sector demand is forecast to grow, eleciric-generalion demand is expecled to decline by 1.4%, EVA
said. Coal-to-gas displacement will again be significant this surmer, although not to the extent ol.last summer, the
report said. Gas demand by the commercial sector is predicted to increasa slightly, while residential demand should

remain flat,

With reqard to gag storage, EVA expects average weekly injections to be slightly higher than last year,
bringing end-of-season storage fevels to around 100 Bef above 2009 levels. The storage pattern is expected
to have a minimal impact on wholesale prices, however, the report said.

Domestic gas production this summer has been forecast by the Energy Information Administration to be around 58.1
Bel/d, up slightly from last year, NGSA noted. The aclive gas rig count has risen from 711 iast summer fo over 950

today, it noted.

NGSA and EVA are forecasting that imporis from Canada will average 6 9 Bcfid, unchanged from summer 2009.
Liquefied natural gas imports are expected o rise from 1.7 Bef/d to 2 1 Befid due to an increase in liquefaction
capacity. — Rodney White
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Gas Daily

Thursday. June 3, 2010

Consultant: Gas could fall below $3 this year

The combination of a mild summer and robust gas supplies could send prices tumbling below
3/MMBtu later this year, Energy Ventures Analysis said in a report Wednesday.

"For the second half of 2010, thore is a greater potential for lower gas prices ... than there is for
higher gas prices,” the Arlington, Virginia-based consuling firm said.

"At present, the NYMEX strip for 2010 1s about $4.65/MMBtu, with EVA's gas price projections for the full
year being about $4 44/ MMBtu,” the report said “However, the contribution of a milder summer and a
surge in liquefied natural gas imports could result in the 2010 gas prices being below that fevel”

The cutrent supply glut is being driven “primarily by high domestic production levels,” EVA said.
“As a result, initial storage infections have been at record levels” and are currently well above
historical averages. “Storage injections likely will remain at very high levels for the rest of the
year, with the key tension point coming in August.”

If July and August are "very hot, natural gas demand for the power sector coulfd surge, which would
reduce storage injections in that period,” the report said. “Allernatively, if the summer weather is close lo
normal or cooler than norma! as currently forecasted, then storage injections would remain at

relatively high levels.”

Hefty Infections and/or a surge in LNG imports during the second haif of the year due to excess
qlobal supply could “result in season-ending storage levels reaching maximum capacity levels,”
EVA cautioned. “If the latter occurs, expect sharp downward pressure on gas prices in late

summer or early fall.”

Looking ahead, EVA said the excess supply could persist throughout 2011, which would keep gas
prices around $4/MMBtu “and cause further coal-to-gas fuel-switching.” That prediction “is due to
the persistently high gas-directed rig count and the potential for higher LNG imports.”

According lo EVA, “key drivers in the surge in domestic production are increases in both rig and well
productivity as a result of advances in drilling techniques; the prolific nature of the shale plays, the 42%
rebound in the gas directed rig count since the fow point in July 2009; and the higher percentage

of the more profific horizontal wells in the overall well count.”

Furthermore, “based upon announced drilling plans, 2010 production levels likely will be 0.6 Befiday
above 2008 levels and only 0.9 Bef/day below production levels in 2009,” EVA said

Some of that supply will be absorbed by growing demand, with EVA predicting a 3.2% increase in GDP
for 2010. “This continued recovery in the economy definitely is helping industrial-sector gas demand and
overall eleclricity sales,” the firm noted. “As a result, industrial-sector gas demand this year likely will
reach 18 B Befid, a 7% (1.2 Befid) Increase over last year. However, a slight decline is projected for
2011." — Rodney White
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Gas Daily

Monday. June 14, 2010

Producers flock to emerging Michigan shale play

Numerous energy companies — including one of the biggest domestic producers of gas — are
snatching up leases in the Collingwood Shale in northern Michigan, lured by the play’s strategic

location at the heart of the Midwest market.

Michigan is “now titillating the world with its own exciting shale extravaganza,” Atlas Energy CEQ

Ed Cohen said in a recent earnings conference call

Much of the industry buzz surrounding the Collingwood is based on particularly prormising results from
one well in Missaukee County, analysts say.

Encana subsidiary Petoskey Exploration drilled the horizontal well to a vertical depth of about 9,500

feet and targeted the Coflingwood, the company announced late last month. The well flowed about
2,500 Mcfid, including natural gas liquids and condensate. The gas is being produced primarily from

the Collingwood, with contribution from an overlying formation, the Utica Shale, Encana said.

The presence of NGLs added to the excitement over the shale's potential, as the tiquids fetch a
higher price than gas. “It sounds like it has high oil content, like the Eagle Ford Shale," said
George Lippman, president of Lippmnan Consulting. “That will be a huge help for the economics of

the play.”

Atlas, Michigan's largest gas producer, recenlly leased an additional 20,000 acres, to bring its total
Collingwood holdings to 70,000 net acres. Cohen said that Atlas purchased its latest leases at an
average $300/acre between April 2 and May 2.

Just a few days later, a state of Michigan auction for leases, mostly in the Collingwood, generated an
average bid of about $1,500/acre. The high bid was for $5,500/acre for several parcels in Charlevoix

County, according to state lease records.

In contrast, leases in the oily and relatively new Eagle Ford shale play recently were valued at around
$7,200/acre

Michigan’s auction yielded bids totaling $178 million — a level that stunned state officials — on
about 118,000 acres of state-owned land. That value nearly eclipsed the $190 million total that

Michigan has received in oil and gas leases since 1929, state officials said.

“We were very surprised at the unprecedented showing at this auction, and the future of oil and gas
exploration in Michigan looks very bright,” said Rebecca Humphries, director of the Michigan Department

of Natural Resources and Environment.

In addition, she said that the “spin-off impact of the proposed exploration of the formation could provide a
significant economic lift to many communities,”

Bidders included O.} L. Niagaran, Antares Exploration Fund, Pine Energy, Mason Dixon Energy and
Energy West, according to Michigan records. Some energy companies were represented by brokers, the

records show.
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Although its name was not included on the Michigan records Chesapeake Energy — which has mvested
heavily i other shale plays including the Marcellus and Haynesville — was also a bidder in the sale,
according lo Stephen Beck, an analyst with The Land Rig Newsletler Chesapeake said last week that it
was “not prepared to confirm any engagement in Michigan.”

Mark Pease, chief operating officer al Breitburn Energy Pariners, said his company holds about 90,000
net acres in areas where it believes the Collingwood “is prospective " The company is n 3 good positian
lo capialize on any ramp up in production, he said, because of significant assets in the area

Brettburn operates more than 150 miles of high-pressure gas gathering tines, more than 1,000 miles of
low-pressure gas gathering lines, more than 100,000 horsepower of compression, three gas processing
plants and four NGL recovery plants in northern Michigan, Pease said in a recent earnings call

“The vast majority of our acreage position is held by production, which gives us the flexibility to monitor
industry aclivity and delermine the best course of action to capture that volume,” he said.

Encana s also a major player in the Collingwood. The company recently announced tha[ it had
purchased leases for about 250,000 acres of land on the Collingwood shale at about $150/acre

Randy Eresman, president and CEO of the Calgary-based company, said the move was in ine with
Encana’s "approach of quietly assembling large land positions on promising unconventional natural gas

plays.”

“It's too early to know the economic potential of this new Collingwood shale play, but we l_an to
lay’s ultimate potential,”

drill additionat exploration wells this year that will help determine the
Eresman said

Alan Boras, a spokesman for Encana, said the Collingwood's proximity to a vast network of midstream
infrastructure and production facilities makes the play increasingly altractive.

According lo Platts Powermap data, the Collingwood Is close to established infrastructure, .demand
centers and vast storage flelds, including the Great Lakes Gas Transmission interstate pipeline,
ANR Pipeline and Consumers Energy transmission pipeline. These lines connect the area to

Detroit and Chicago, as well as the US Northeast and eastern Canada.

The shale, which sits beneath Cheboygan, Kalkaska and Missaukee counties, is also near two key price
points in the area — the Michigan Consolidated Gas and Consumers Energy city-gates.

Kalkaska County alone has six storage facilities with more than 1.8 Beifd of deliverability, according to
Platts Powermap data. These facilities include ANR Pipeline's Cold Springs 12 facility, which has a total
storage capacity of 28 Bcf, and ANR's Rapid River 35, with a total capacity of 15 Bcf. It is also home lo
the 64-Bcf Blue Lake Gas Storage Company facility.

Upper Midwest traders said that the Collingwood play has potential to displace gas coming into Chiqago
and Michigan from the Rockies and Midcontinent, and, if successful, could alter dynamics in the region.

However, others caution that such speculation is premature, Simon Mauger, director of gas services at
Ziff Energy, said that the initial well resulls from the Collingwood are encouraging, but that more wells are
needed to “assess the magnitude of changes in the market dynamics.”

“In general, financial success in the Collingwood would tend to displace higher-cost gas, perhaps slarting
with that carried by the closest interstate pipelines,” he said.

Some believe the excitement over the Collingwood shale boosted lease sales at another long-time
Michigan shale play — the Antrim Shale — at the May 4 auction Beck said the Anfrim is cheaper to drill
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because the wells are shallow and the rock 15 soft enough to be tapped by air drils However 'dewatering
and relatively low volumes [are] a real challenge In the current pricing environment, he satd

Lippman said production in the Antrim has declined in recent years, from 373,000 Mcf/d i 2007 ta
358,000 Mci/d in 2008 to 345,000 Mct/d in 2009

"Volumes from this shale play have declined even during this period of very high gas prices.” he said "So,
at this point, | see very little interest in future development of this shale play. Without some new method of
completions or much higher gas prices | do not see much future from the Antrim.”

However, Lippman said the Collingwood could be lucrative for companies buying acreage “before things
are known or successful. The payoff is very large if they are right. You are talking about prices going from
a couple of hundred dollars per acre to as high as twenty thousand dollars an acre This is exactly what
was done in the other major shale plays * — Eunice Bridges
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
June 8, 2010 Release

Jan-08 7.99 Jan-09 5.24 Jan-10 583 Jan-11 5.20
Feb-08 8.54 Feb-09 451 Feb-10 532 Feb-11 517
Mar-08 941 Mat-09 3.96 Mar-10 429 Mar-11 5.05
Apr-08 10.18 Apr-09 3.49 Apr-10 4.03 Apr-11 493
May-08 11.27 May-09 383 May-10 414 May-11 492
Jun-08 12.69 Jun-08 3.80 Jun-10 415 Jun-11 4.91

Jul-08 11.09 Jul-09 3.38 Jul-10 414 Jui-11 4.88
Aug-08 8.26 Aug-09 3.14 Aug-10 414 Aug-11 4.82
Sep-08 7.67 Sep-09 297 Sep-10 399 Sep-11 4.92
Qct-08 6.74 Oct-09 4.00 Qct-10 431 Oct-11 5.04
Nov-08 6.68 Nov-09 366 Nov-10 455 Nov-11 § 31
Dec-08 582 Dec-09 5.34 Dec-10 4.99 Dec-11 562
Average Average Average Average

2008 $ 8.862 2009 $ 3.943 2010 $ 4.490 2011 $ 5.064
Summer $ 9.700 Summer $ 3 Summer 4.120 Summer s a917
2008 . 2009 516 010 ° 4 2011 -

Winter 2008- Winter 2009- Winter 2010-
2000 $- 2010 $ 4.888 2011 $ 4.992
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Summer Strip 2011
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Short-Term Energy Outlook
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Natural Gas

U.S. Natural Gas Consumption. Total naturat gqas consumption is about 0.5 Bef/d higher in this forecast than
in last month's Qutlock, averaging 64.9 Bef/d and 64.6 Bef/d in 2010 and 2011, respectively. Projected
consumption arows by an average 2.4 Befid (3.8 percent) in 2010 led by strong growth in the electric power
and industrial sectors. Forecast nalural gas consumption in the electric power seclor increases by an average 10
Beld (5 5 percent) in 2010 over last year, driven primarily by higher electricity demand  E1A's projected natural-

gas-welghted industrial production index {a measure of industrial activity in naturat-gas-intensive Industries)
increases by 6.7 percent in 2010, leading to a 1.0 Bef/d (6.1.percent) increase in natural gas consumption in

the industrial sector.

Projected natural gas consumption falls slightly in 2011 as forecast growth in the industrial sector slows'to
0.2 Befld. This qrowth is more than offset by the projected 0.5 Bef/d decline in natural gas consumption in
the electric power seclor,

U.S, Natural Gas Production and Imports. EIA expects total marketed natural gas production to increase by
1.2 Befid (2.1 percent) to 61.2 Bef/d in 2010, an upward revision of 0.5 Bef/d from last month's Qutiook.

Natural gas production grew steadily over the first 3 months of this year as the number of working natural gas rigs

reported by Baker-Hughes increased from 759 to 841 The production forecast was revised upwards as the

number of working rigs continued to Increase to almost 970 at the end of May.

The increase in production is partiafly offset by new estimates of shut-in production based on NOAA's |atest huricane
forecast Tropical storm aclivity and the accompanying production outages are expecled lo be significantly higher

this year than las! year EJA estimates the median outcome for projected total shut-in production dug fo
tropical storms from June through November 2010 is 166 Bef compared with an estimated 19 Bef shul-in
production fast year.

Forecast natural gqas marketed production in 2011 falls almogt 0.5 Bef/d to 60.8 Befid in 2011. This forecast
includes EiA’s preliminary sstimates of the total cumulative reductions in output of natural gas from the
deepwater Gulf of Mexico of 8 Bef in 2010 and 74 Bef in 2011 because of the 6-month drilling moratorium,

The reductions in natural gas produclion increase from a monthly average of about 0 03 Bcf/d in September 2010 lo
0.24 Bclid by December 2014,

Projected liquefied natural gas (LNG) imports increase by 0.27 Belld (22 percent) and 0.16 Bef (11 percent) in 2010
and 2011 respectively. Despite this growth, high prices in the European and Asian markeis relative to the Unileq
States will conlinue to draw LNG cargoes, with the United States serving as a secondary market. Forecast pipeline
imports in 2010 have been increased by 0.29 Bef/d from last month's Ouflook. Pipeline imports are expected to play
an imporiant rele in offselting forecast hurricane-refated production outages in the Guif of Mexico

Global Crude Oil and Liquid Fuels

Crude Oif and Liquid Fuels Overview. EIA has lowered its prolections for world oll prices stightly for 2010.
Uncertainty about economic grawth in China and in the Euro zone has continued to weigh on ol markets,
and declines in equity markels have led to fears that the economic recovery may not proaress as fast as had

been hopad. To dale, the Organization of the Petroleum Exporting Countries (OPEC) has publicly made no
suggestions that it would adjust its supply targels despite some downward adjustments in ofl prices.
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Duke Engrgy Kentucky

Hedpging Program
Current Position
System Hedged to Date Next Target (10/31/10)
Deilvery Supply Total Required  Allowed
Month Otvmao Dth/day Dth/imo dth/day dihvday

Apr-10

May-10

Jun-10

Jul-10

Aug-10

Sep-10

Oct-10_

Summer 2010

Nov-10
Dec-10
Jan-11
Feb-11
Mar-11_
Winter 10/11
Storaga Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By Oclaber 31, 2010

Apr-11
May-11
Jun-11
Juk-1%
Aug-11
Sep-11
Oct-11
Summar 2011
Target Lavels By March 31, 2011

Nov-11 §
Dec-11
Jan-12 |
Feb-12 |
Mar-y

Target Lavels By Octol

Apr-12

May-12

Jun-12

Jul-12

Aug-12

Sep-12

Oct-12_

Summer 2012
Target Levels By March 31, 2011

Nov-12

Dec-12

Jan13

Feb-13

Mar-13

Winter 12/13

Target Levels By Octo

o
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES
Historic Prices:
NYMEX Closing Prica
§-yr. avg. | Last Year PIRA EIA NYREX Hedged Prices
{05/06-09/10) | (2009-2010) 25-Jun-10{ 7~Jul-10 | 21~Jul-10 Ohio  Kentucky

$6.68 $3.38 $4.580 $4.590

$6.87 $2.84 $4.560 | $4.575

$7.15 $3.73 $4.480 $4.619

$7.80 $4.29 $4.710 $4.852

$7.62 $4.49 $5.160 $6.108

$7.28 $5.81 $5.340 $5.279

$6.61 $5.27 $5.300 |  $5.251

$6.49 $4.82 $5170 ) $5.161

$6.37 $3.84 $5.040 | $4.974

$6.72 $4.27 $5.030] $4.988

June | $6.63 $4.16 $5 020 $5.034
July $6.92 $4.72 $4.990 | $5.084
12 Month Avg $6.93 $4.30 $4.948 $4.960
Summer Average $4.514 $4.837
Winter Average $5.136 $5.130

$9.00

$8.00

5700

Aug Sept Ot Nov Dec Jan Feb Mar Apr May June July

1
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EarthSat’s 30-60 Day Outlook

Wednesday, july 14, 2670

Forecaster: SS(BH(! H

Updated:
H.My 14, 2010 |

aly 14, 2000

+20t0+28 [J+1.0t0+19 0
[J-09t

Slightly Warmer in SoCat
RECORD HOT SUMMER

The August outlook remaina mostly unchanged this week with the month
expeciad 10 be extremely warm. The only changes were in the Wast,

. ’I——n-, i
Ed1.0t0-1.9 B8-20t0-29 Bf s30
0.9

No Changes

La Nina Remains the
Dominant Faature

The September outiook dldn'_l change this week, with widespread above

whers southern Colifornia was nudged abave the OF line, and in far
weslem Canada whare femperatures are slightly cooler, Above normal
tempersalures are seen across most of the country, with the strangest
figs seen in the Rockies and the Appalachiang, The

of 34t pog igtited CODs would make it the 7th hottest
Augus! sinca 1850, and assuming thal the very hol July holds up, this
woutd easily be the hottest overall summer since 1850, The forecast
reimains based on a rapidly dectining ENSO (the CFS ensemive pradicts

P

1 g from the Rockles into the Plaing, Mid-
west, and East, and cooter than normal ¢ in the South

The ENSO analogs (1970, 1973, 1899, and 1854 wers the four closest,
with the map in the bottom right g the top fen s) sup-
porl the overall wanmth across the eastem haif "

of the US, and show perheps an even wanmer
risk acress the Ohio end Tennessee Valieys as
weil ag the Mid-Atlantic and the Southeast,
Maanwhiie, the analogs show more wide-

that the 3.4 region will have an anomaly fower than -1,5C by August)
and an anomaluusly high AMO,

spraad cool anomalies in the Southwest.

Aug PWCDD* Forecasts

341.0

Chango: +1.0

*10Y Normat updated to *00-08
10Y Normal*  316.4
30Y Normal  296.5
Aug:ZOOB 301.4

Aug 2010 Fcst

Sep PWCDD* Forecasts *10Y Normat updated to '00-09
10Y Nonmal*  170.7

Sep 2010 Fest] 192.0 |sovNomal  165.7
Aug-2009 160.1

No Changs o populston-weghted CODS

*National Populskon-Woghted COOM

MDA Information Systems, Inc 6011 Executive Blvd., Sulte 400, Rockville, MD 20852 Tel {240} 833 8300 Fax {240) 833 8301

www.mdafederalcom/wx/  ©2010 {3060 Day-Outlook, Version 2.1]
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Gas Daily

Tuesday, July 20, 2010
WSI: Hot weather to continue across most of country into fall

Private forecaster WS said Monday that the hot weather prevailing in
much of the country this summer is likely to continue into the fall.

The combination of a newly emerging La Nifia event, a relatively cold north
Pacific and a record-warm north Atlantic are quite bullish for a very warm late summer
and early fall period,” said WSI Chief Meteorologist Todd Crawford. “On the other
hand, very high soil moisture levels across the Plains, along with a lack of any
significant drought conditions in the US, will temper the overall magnitude of the heat
a little.”

From August through October, WSI is forecasting 571 cooling degree days, 15%
more than both last year and the 1971-2000 mean.

Th e only exceptions to the forecast are parts of the Southeast and the California
coastal cities, which should experience normal or slightly cocler-than-average condi-
tions, W8I added.

“Gas prices are unlikely to move significantly higher on the August heat,
however, as cooler temperatures jn California and the South will combine with
strong production figures to keep the market well supplied,” said Chris Kostas,
senior analyst at ESAL, in accompanying market commentary. The heat will be
necessary to “keep gas prices from collapsing under the weight of increasing

shale production and rising inventory levels.”
“We do not expect much upside without a hurricane disruption,” said

Kostas, who noted that WSI has called for above-normal hurricane activity in the
Atlantic Basin this year. — Sfephanie Seay

e
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MDA EarthSat’s 6-10 Day Forecast-Detailed

Monday, July 19, 2010
EarthSat Weather Forecaster: BH/AC

Today's Forecast:

Stronger Warming May Occur In Northwest Late

Cooler temperatures could briefly move into the Great Lakes
and Northeast duning the first half of the period with more sea-
sonal readings possible. The southern Midwest and Mid-Atlantic
could see a push for hotter conditions for the second half of the
period as the European model is most aggressive with sending
in these conditions. The cooler outiook has been scaled back
across the Northwest, and a more substantlal warm up could
take shape for the latter part of the period with more expansive
and skronger above normal temperatures possible. Lower confi-
dence lies in the Southwest with monsoonal moisture aiming to
press into the region, leading to cooler readings.

Previousj |
re

A u ¥

» £

Forecast Confidence: 5 ' orecast Confidence: 5

L2 A +3F to +4F 28 A +5F to +7F BB MA +5F to +14F BB SA +15 or Higher
EBB.3Fto 9F EEB-5Fto-7F EBIMB -9F to -14F B 5B -15 or Lower

MDA Information Systems, Inc. 6011 Executive Blvd,, Suite 400, Rackville, MD 20852 Tel {(240) 833 8300 (backup: 301- 231-0664)
Fax (240} 833 8301 www.mdafederalcom/wx/ ©2010 [Moming Basic-Page 3, Version 2.1]
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Atlantic Tropical Weather Outlook

Page 1 of |

News

Organization

Locat forecast by
"City, 5t or “ZIP™

l”' oo

Alternate versions
Toxt-only | PDA | Coli
Get Storm Info
Satellite | Radar
Alrcratt Recon
Advisory Archive
Experimental
Mobite Products
E-mait Updatas
Audio/Podcaxts
GIS Data | RSS
Help with Advisories
tharing Forecasts
Atlantic and E Pacilic
Analys!s Taols
Gridded Maring
Halp with Marine
Hurricane Awareness
Bo Pmpar‘gd { L(.anm

Atlantic Tropical Weather Outiook

Qoo

ABNT20 KNHC 211134

THOAT

TROPICAL WEATHER OUTLOOK

NHS TPC/NATIONAL HURRICANE CENTER MIAMI FL
800 AM EDT WED JUL 21 2010

FOR THE NORTH ATLANTIC...CARIBHEAN SEA AND THE GULF OF MEXICO...

EARLY MORNING SATELLITE IMAGES INDICATE THAT THE SHOWER ACTIVITY
ASSOCIATED WITH THE TROPICAL WAVE MOVING ACROSS HISPANIOLA HAS
BECOME LE2SS ORGANXZED. CONSBQUENTLY...THR AIR PORCE RECONNAISSANCE
MISSION HAS BEEN POSTPONRD UNTIL TOMORRUW. A TROPICAL DEPRESSION
18 BOT BXPECTED 70 FORM TODAY BUT ENVIRONMENTAL CONDITIONS ARE
STILL PAVORABLE FOR SOME DEVELOPMENT AS THE SYSTEM MOVES TOWARD THE
WEST-NORTHWEST AT AHQUT 10 MPH AWAY FROM HISPANIOLA INTO THE
BAHAMAS ON THURSDAY. THHERE IS A HIGH CHANCE...60 PERCENT...OF THIS
SYSTEM BECOMING A TROPICAL CYCLONB DURING THE NEXT 4B HOURS.

BSS OF DEVELOPMENT...LOCALLY HEAVY RAINS AND GUSTY WINDS

Resoarch
Hurricane Huntors
Saffir-Simpson Scale
Forecasting Models
Glossary/Acronyms
Storm Names
Breakpoints
Hurricane History
Seasons Archive
Forocasl Accuracy
Climatology
Most Extrome
About the NHC
Mission and Vision
Paraonnel | Visitors
KHC Virtual Tour
Library
Jotnt Hurr Testbod
The NCEP Centors

Contact Us - Halp
——

USA.gov

y2As

http://www.nhe noaa.gov/text/ MIATWOAT .shiml

WILL CONTINUE TO AFPECT THR VIRGIN ISLANDS...PUERTO RICO AND
HISPANIOLA TODAY AND WILL LIKBLY SPREAD OVER THE TURKS AND CRICOS
ISLANDS. ,.AND THE BAHAMAS DURING THE NEXT COUPLE OP DAYS. THE HEAVY
RAINS COULD CAUSE LIPR-THREATENING FLASH FLOODS AND MUD SLIDES IN
MOUNTAINOUS AREAS.

BLSEWHERE. . . TROPICAL CYCLONE FORMATION IS NOT EXPECTED DURING THE
NEXT 48 HOURS,

$S
FORECASTER AVILA

Quick Navigalion Links:
NHC Aclive Storms - Alantic and E Pacific Marine - Storn Archives
Hurricane Awareness - How to Prepare - About NHC - Confact Us

Huvacy Palicy

NOAAY Natinai Weather Sorvicg

Dhsclaimer
Nabonal Centers tor Envirorinenta: Pradichon Credtls freedom of Informaton Act (-C1A)
Matenst Humeane Center Infermatian Quatity About Us

Tropicat Pradicvon Canter Career Opporuntas
11801 SW t7th Steer

Migny, Florda 33165-2148 USA

phowabmaster@nooa gov

Pays last modified” Wadnasday . 21-Jul- 2016 11 34 29 GMT

Glassary
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http://www.nhc.noaa.gov/lexVMf

Gas Daily

Friday, July 18, 2010

Gas storage build of 78 Bef raises inventories to 2.84 Tcf

A lower-than-average storage injection of 78 Bcf lifted US gas storaqge inventories
to 2.84 Tcf during the week that ended July 9, the Energy Information Administration
reported Thursday.

The build was at the low end of consensus expectations of 78 to 82 Bef and was
smaller than both last year's 88-Bcf injection and the five-year average of 89 Bef.

In the same week of 2009, EIA reported 2.873 Tcf in storage. As a result, the 23-Bcf
deficit to the year-ago level widened to 33 Bcf, while the 285-Bcf surplus to the
five-year average of 2.566 Tcf narrowed to 274 Bcf.

Citi Futures Perspective analyst Tim Evans sald although the injection was in line with
market expectations, it was supportive in relation to the five-year average.

*And so, in economic terms, this was a bullish outcome,” he said. “Ongoing forecasts
for warmer-than normal fweather] suggest more supportive storage results

in the weeks ahead.”

The news sparked a rally in NYMEX trading, with the August contract trading more than
20 cents/MMBtu higher after the report’s release.

According to EIA’s data, inventories now are 47 Bcf above the five-year average of
1.337 Tcef in the East, 93 Bef above the five-year average of 377 Bcf in the West,
and 134 Bcf above the five-year average of 852 Bcf in the producing region. —
Stephanie Seay
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Wecekly Natural Gas Storage Report Page | of 1
eia U8 Energy Information Administralion
Incopandant Stavstes and Analyses
Homs > NatvalGas > Warokly Natursd Gas Starage Rapon
Weekly Natural Gas Storage Report S Eor e uodstes
Retemsart July 15 TUSD AL 30 30 & m feestam timn} for the Waek Ending July 3. 2010
Naxt Reloate July 22. 2010
Working Gas in Undorground Storage, Lowor 48 ather fwmats: Summary TXT €5V
| ___ Stocks In blltlon cuble feat (Beh) . tistorica Comparisong | Data
Region Your Apo (07/09/08) S-Yoar {3009-2009) Aversge
or/09/30 ar/02/50 Changs Sianc (5 - Sosie e History (NLS)
Enst 1,384 1,341 3 1,402 13 1,337 3.5 Jiyeae Avaragen Hu'lx::uv‘n,
west 470 453 1 442 6.3 377 4.7 (xts)
Froducing 386 362 2 1,029 Y] 852 15.7 Refornnces
Total 2,840 2,761 m 2,673 -5 2,566 0.7 een Monthty
Notes.ang Refinitions Bnd Weekly Data
Revislon Pollcy
Summary Rolated Unks
Working gas in storage was 2,840 Bet as of Friday, July 9, 2010, to EIA This 2 neLinCIEASe  gyypage pankes
of 78 Bef from the previous week. Stocks were 33 8cf less than tast year at this thme and 274 8cf above the Seyent ~ | Gos Weekly Updat
average of 2,566 Bet. In the East Reglon, stocks were 47 Bef sbove the S-year average following net Injections of 43 Bef. sural Gos Weckly Update
Stocks In the Producing Reglon were 134 Bef above the 5-year average of 852 Bef after a net injection of 24 Bet, Stocks in Hatuent Gag Hovigator
the West Region were 93 Bef above the 5-year average after 8 net addition of 11 Bef. At 2,B40 Bef, total warking gas Is
within the S-year historicat range
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Wednesday, July 21, 2010

Canaccord trims price call, but sees no autumn ‘crash

Canadian investment bank Canaccord Financial on Tuesday trimmed its 2010
Henry Hub gas price forecast 5% to $5/MMBtu, citing expected increases in

production,

“Although the NYMEX 2010 strip price suggests 2010 gas prices 30 cents/MiMBtu

lower than our estimate, we are inclined at this time to give summer demand a

chance to help clean up the storage surplus,” said analyst lrene Haas with the

bank’s research arm, Canaccord Genuity. “Our forecast for this year does show storage

refilling to last year's levels” of around 3.8 Tcf, ... but we do not expect the market will
have to shut in the roughly 150 Bcf that it did last year. “Eifectively, we see a tighter

physical market this year than last year and do not expect to see gas crash in
September and October.”

Canaccord expects US production to rise 1.4 Bef/d year-over-year through the end of
the storage injection season, with all of the gains coming from onshore shale

plays. But Canadian imporis to the Lower-48 states are expected to drop 600,000
Mecf/d, and Haas expects power and industrial demand to continue picking up as

the economy recovers.

Looking ahead to 2011, Canaccord left its $5.75/ MMBtu price call unchanged.
Haas thinks gas-fired power production will continue to grow next year and that
shale gas production will “temper.”

“The growth rate in activity levels in these plays over the past 18 months has slowed
and may flatten,” Haas said. “Ultimately, decline rates will have an impact on these
plays and production growth will slow.” — Bill Holland
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Tuesday, July 20, 2010

Bentek: Prices to hover below $5 through 2015

The prompf-month NYMEX gas futures contract is unlikely to average higher than
5/MMBtu in any year between 2010 and 2015 as the result of a long-term shift in market
fundamentals, Bentek Energy said in a new report.

Despite the NYMEX strip currently averaging in the mid- to upper $5/MMBtu range
shale-related growth in supply and an extended recovery in demand will keep actual

prices well below that, Bentek predicted.

“The futures market has not fully adjusted to the fundamental changes that are

expected to take place,” the firm said, anticipating an average price of $4.66/MMBtu over
the five-year period, including a peak of $4.92/ MMBtu in 2013,

Bentek also expects the extended gas glut fo retest 2009’s low prices later this year,
“Multi-year lows typically follow certain conditions ... a counter-trend rally fails, and then the
market retests the previous low, creating the popular ‘double bottom,’ * the report said,
estimating that the prompt-month contract should reach a low between $3.15/MMBtu and
$3.50/MMBtu this fall.

US gas production has recovered from the lows of 2008, and up to 1.5 Bef/d of gas is
preparing to come online in the Marcellus and Haynesville shales, the report said. Producers in
the Haynesville and Fayetteville shales continue to drill aggressively in the face of low prices,
and newer plays such as the Eagle Ford Shale in Texas will see aggressive development, which
will lead to prices remaining low through 2011 and into 2012, it said.

Bentek expects that shale drilling boom to continue as prices rise, leading to a net 3.7

Bcef/d increase in supply through 2015 as domestic production increases to 4.6 Befld

while Canadian and liguefied natural gas imports decline,

Production growth and increased storage capacity will also keep gas storage levels high, with
current projections calling for a 3.8-Tcf average over the next five years, with injection seasons
beginning each year at a higher level than historical averages. Bentek predicts that the injection
season for 2011 will open with 1.7 Tcf in storage.

The report noted that forward curves currently hover around the $5 to $6/ MMBtu level
beyond 2012, and if producers hedge aggressively, production could rise even more through
2015, keeping prices even more depressed. Bentek also cited the possibility that exceptionally
low prices through 2011 could force a retraction to drilling programs next year, leading to a
quicker balancing of supply and demand,

That rebalancing will have to come primarily from the supply side, the report said, as
commercial and industrial consumption is expected to grow slowly over the same period.
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“Demand from the commercial sector is expected to average 21.6 Bcf/d over the forecast
period from 2010 to 2015 based on expected normal weather conditions ... (while] the 2007
peak of industrial demand of 20.1 Bef/d is not expected fo be reached until Q1 2014, the report
sald. — Joshua Stames :
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Monday, July 19, 2010

Goldman slices gas price forecast, cites shale

Goldman Sachs on Friday sliced its US gas price forecasts for this year and nex
citing a continued rush of shale gas production.

The investment bank cut its NYMEX price outlook 17% for the second half of 2010, to
4.63/MMBtu from $5.60/MMBtu, and its 2011 estimate by about 12%, to $5.25/MMBtu

from $6/MMBtu.

“US natural gas production continues to surge this year, driven by the shale gas
revolution,” Goldman said, noting that output has thus far exceeded its 2010 forecast

of by around 3 Bef/d to 58.5 Bef/d — putting downward pressure on prices.
“Although its impact on the supply-demand balance has been somewhat obscured
by the extreme movements in weather and the tightening shifts motivated by lower
prices. US natural gas production growth has been impressive so far this year."”

The bank also raised its 2011 production forecast by 3.7 Bef/d to 58.1 Befld
based on robust drilling activity in shale plays.

“We slill factor in a slightly declining production path over the rest of 2010, as

we continue to expect some response to production from the lower conventional
rig counts,” Goldman noted. “However, as prices begin to move higher, we expect
production to respond accordingly and retum to an increasing long-term trend.”

With that domestic output growth, “we now expect US liquefied natural gas imports will need
to remain restrained in order to keep the US natural gas market balanced” through 2011,
Goldman said. "With the European markets markedly higher than the US market this spring,
we believe a substantial amount of this LNG can be absorbed.”

The UK August futures contract — a key indicator of whether LNG cargoes

are likely to be directed to the UK — showed a $2.483/MMBtu premium to the
equivalent Henry Hub confract on Friday, which backs up the economic case for
sending cargoes to Europe.

However, “Europe and Asia will likely not be able to absorb the entire

surplus created by the increased production in the US,” Goldman predicted.
“Consequently, we expect that global liquefaction capacity utilization rates will
likely need to remain subdued going forward. ... Further, we believe that as global
natural gas prices fell in Q2 *10, LNG producers responded in a similar fashion
and reduced liquefaction activity.” — Staff Reports
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Tuesday, July 13, 2010

Heat-related demand boosts Q3 price forecast
by 19%: Raymond James

Citing warmer weather spurring gas-fired power demand and increased industrial

and petrochemical demand, the natural gas team at investment bank Raymond
James raised its third-quarter natural gas price forecast 1% on Monday to
4.15/MMBtu and its full year price forecast 6% to $4.51/MNBtu.

But the St. Petersburg, Florida, bank said it remaing fundamentally bearish on
as this year. “We continue to believe that, under more normal weather

conditions, US gas supply will overwhelm gas demand growth and drive prices
below $4/Mcf later this summer,” the bank's top gas analyst John Freeman said.

Raymond James admitted that its $3.70/MMBtu second quarter call was off by 11% as
actual Henry Hub prices came in at $4.10/MMBtu, with demand well above
their expectations and offsetting increased US supply.

But a late summer plunge in prices could well be in the cards, Raymond