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VIA OVERNIGHT DELIVERY

May 6, 2013

RECEIVED

Jeff Derouen

Executive Director MAY 07 ? 0‘13
Kentucky Public Service Commission

211 Sower Boulevard PUBLIC SERVICE
Frankfort, Kentucky 40602-0615 COMMISSION

Re: Case No. 2012-00180

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, 2012 through March 31, 2013 and the
Petition of Duke Energy Kentucky, Inc. for Confidential Treatment Contained in the Hedging
Report of April 1, 2012 through March 31, 2013.  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 Annual Hedging Report and Petition and

return to me in the enclosed envelope.

Sincerely,
Dianne Kuhnell
Senior Paralegal

cc: Larry Cook (w/enclosures)
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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 2013 is attached, along with the information reviewed during each meeting (see
Attachment A).

A summary of the amounts hedged prior to March 31, 2013 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 the hedging agreements during the 12
months ended March 31, 2013.

Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dth Point Dth/day Month(s) Volume
Summer 2012
11/17/2009* Nov 10 —-0Oct 12
12/20/2010%* Nov 11 —Mar 13
8/10/201 1*** Apr 12 -- Mar 14
10/26/2011 *** Apr12-0ct 12
Winter 2012/13
12/20/2010** Nov 11 - Mar 13
8/10/201 1*#* Apr 12 -- Mar 14
10/26/2011*** Nov 12~ 0Oct 13
11/21/201 1 *** Nov 12 —Mar 13
12/16/201 1%%* Nov 12 —Mar 13
Summer 2013
8/10/2011%** Apr 12 - Mar 14
10/26/2011*** Nov 12—~ 0ct 13
Winter 2013/14
8/10/2011%** Apr 12 -- Mar 14

Nov 13 —Mar 14
Nov 13 —Mar 15

| 11/21/2011%%*
1/23/2012%%*

| Summer 2014
1/23/2012%**
10/19/2012

! Nov 13 — Mar 15
Apr 14 -0Oct 15
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Strike Price Delivery | Volume Seasonal
Date Supplier Type Per Dth Point Dth/day Month(s) Volume
Winter 2014/15

[ 1/23/2012*%** [ CGT-M Nov 13 — Mar 15
10/19/2012 o | CGT-M Apr 14 -Oct 15
Summer 2015 ) .
1071972012 NN Fixed NN CGT-v Apr 14— 0ct 15
* See Annual Report on Hedging Activity for April 1, 2009 — March 31, 2010

**  See Annual Report on Hedging Activity for April 1, 2010 — March 31, 2011
** % Qee Annual Report on Hedging Activity for April 1, 2011 —March 31, 2012

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:

Total System
Suppl

Total Hedged % % Hedged
And Storage*

Season
As of March 31, 2013
Summer 2012
Winter 2012/13
Summer 2013
Winter 2013/14
Summer 2014
Winter 2014/15
Summer 2015
Winter 2015/16

* Includes Interstate Pipeline Storage and Supply Contracts that mimic Storage Service.

Fixed Price with ctober 19, 2012
During the hedging meeting on October 18, 2012, 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. Significant discussion took place regarding the current high storage inventory
levels and the impact on prices. Returning to lower storage levels resulting from normal
winter weather is projected to increase prices. Based on this information the Natural Gas
Hedging Committee decided to hedge additional gas for the 19 month period April 2014
to October 2015. Duke Energy Kentucky contacted
requesting bids for i dth’s/day on Columbia Gulf Mainline for the period beginning
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gl Lol trough Cccicr 31, 2015 B e lovest bidder 2t wito
bidding and -respectively. The fixed price of

B v/ sclected as the lowest bid.

The EIA storage report released on October 18, 2012 indicated that as of October
12, 2012, total U.S. amount of gas in storage was 3,776 bef (92% full), which was 181
bef higher than the previous year and 249 bef higher than the 5-year average. Duke
Energy Kentucky’s storage with —was approximatelyJJjfjocf | F

The table below compares the futures price data for October 19th and the locked
in price that Duke Energy Kentucky agreed to pay- for base gas to be delivered April
1, 2014 through October 31, 2015 at Columbia Gulf Mainline. Please note that PIRA’s
and EIA’s forecasts were not available for the period April 1, 2014 through October 31,
2015.

NYMEX Futures Price Fixed
Month High Low Close Price
Apr 14 $4.163 | $4.144 | $4.155
May 14 $4.162 | $4.153 | $4.160
Jun 14 $4.188 | $4.176 | $4.179
Jul 14 $4.216 | $4.196 | $4.207
Aug 14 $4.225 | $4.225 | $4.225
Sep 14 $4.227 | $4.221 | $4.227
Oct 14 $4.265 | $4.265 | $4.265
Nov 14 $4.340 | $4.337 | $4.340
Dec 14 $4.529 | $4.524 | $4.529
Jan 15 $4.635 | $4.627 | $4.635
Feb 15 $4.600 | $4.593 | $4.600
Mar 15 $4.508 | $4.500 | $4.508
Apr 15 $4.283 | $4.283 | $4.283
May 15 $4.302 | $4.297 | $4.297
Jun 15 $4.318 | $4.318 | $4.318
Jul 15 $4.355 | $4.355 | $4.355
Aug 15 $4.374 | $4.374 | $4.374
Sep 15 $4.392 | $4.377 | $4.377
Oct 15 $4.413 | $4.413 | $4.413
Weighted Ave. I

Faux Storage Service with — February 2013
3, Duke Enerfy Kentucky contacted—

, and to provide a storage-like service for the Winter of
2013/2014. Duke Energy Kentucky requested the suppliers bid on the following
proposal:

Maximum Daily Quantity:  from | Dt/ day
Term Purchase Quantity: [l Dth (must take)
Delivery Point: Springboro (via ANR or TETCO)
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This represents approximately .of the estimated load for the Winter of
2013/2014.

For analysis purposes the Commodity cost portion of the total cost was based on
NYMEZX closing price of the Summer 2013 Strip plus the MichCon basis (and an adder if
appropriate) on February 15, 2013. The results were as follows:

B Dh
.

| lohi
e

- bid was the lowest and was accepted.

The Commodity cost portion of the total cost will be based on the average of the 7
months beginning April 2013 through October 2013 MichCon city-gate Inside FERC'’s
Gas Market Report Index.

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 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, 2013 gas
costs were abou 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 2012

Hedged IFERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)

CGT-M
CGT-M
CGT-M
CGT-M

CGT-M
CGT-M
CGT-M
CGT-M
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Fixed

Fixed

Fixed

Colter () | N

CGT-M

CGTI-M

CGT-M

CGT-M

Page 50f 8
Summer Season 2012 Continued
Hedged IFERC Cost
Total Receipt Price FOMI Increase/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)
June
ixed | CGT-M |
ixed | CGT-M
ixed | CGT-M
ollar (HENESGN_—_— e CGT-M

Fixed

Fixed

Fixed

Collar NN

September

CGT-M

CGT-M

CGT-M

CGT-M

Fixed

Fixed

CGT-M

Fixed

Coltar (NN

CGT-M

CGT-M

CGT-M

Fixed

Fixed

Fixed

Season Total

Collar D |

CGT-M

CGT-M

CGT-M

CGT-M

Winter Season 2012-13

Hedged IFERC Cost
Total Receipt Price FOMI Encrease/
Supplier Type Dth/day Dth Point $/dth $/dth (Savings)
November
Fixed CGT-M
Fixed CGT-M .
Fixed CGT-M
Fixed CGT-M .
Fixed CGT-M
December ‘l
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
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Winter Season 2012-13 Continued
b L Toetal | Reeeipt ~Price | FOMI | ,Incre'ase/"
Supplier | - Type | Dth/day | Dth ‘Point - $/dth $/dth | - (Savings)
January
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed CGT-M
Fixed N CGT-M

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, 2013. The prior year’s hedging program continues to affect
the AA portion of the GCA through August 31, 2012. Likewise, gas costs during the 12
months ended March 31, 2013 will continue to affect the AA portion of the GCA through
August 31,2013, 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.
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Momnth Impact on EGC Impact on AA * Impact on GCA
April 2012 +$0.0692 +$0.0013 +$0.0705
May 2012 +$0.1335 +$0.0013 +$0.1348
June 2012 +$0.1577 -$0.0016 +$0.1561
July 2012 +$0.1556 -$0.0016 +$0.1540
August 2012 +$0.1317 -$0.0016 +$0.1301
September 2012 +$0.1106 +$0.0036 +$0.1142
October 2012 +$0.0847 +$0.0036 +$0.0883
November 2012 +$0.0346 +$0.0036 +$0.0382
December 2012 +$0.0130 +$0.0047 +$0.0177
January 2013 -$0.0043 +$0.0047 +$0.0004
February 2013 +$0.0176 +$0.0047 +$0.0223
March 2013 +$0.0133 +$0.0042 +$0.0175

*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 Ccf used in the calculation of the EGC as part of the GCA filing effective
March 1, 2013. 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, 2012 and March 31, 2013, 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. Based on a more statistical
definition of volatility, the hedging program reduced the standard deviation of the

average commodity cost of gas by $0.32/dth over the 12 months ended March 31, 2013.

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

Commodity Wgt. Cost/ Commodity Wet.

Cost Dth Avg. Savings) |  Cost Dth Avg.
Apr-12
May-12
Jun-12
Jul-12
Aug-12
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] Actual Average Commodity Costof |

e ‘Esnmated Average Commodity Cost of

Gas (Includes Hedgx_qg)

’Sep-12’

Oct-12

Nov-12

Dec-12

Jan-13

Feb-13

Mar-13

Standard Deviation

Reduction in Standard Deviation

Weather Analysis

Gas Wlthout.Hed&gg

The table below lists heating degree days for November 2012 through March

2013 compared to normal.

Nov Dec Jan Feb Mar | Total
Normal Heating Degree Days* 621 907 1,069 855 662 | 4,114
2012/2013
Heating Degree Days 678 760 962 882 855 | 4,137
% Colder (Warmer) than Normal 9% | (16%) | (10%) | 3% 29% 1%

* Based on 10-year average 1990-1999.

Summary

Gas prices for the 12 months ended March 2013 were consistent and historically
low priced. The average NYMEX settlement price for the 12 month period ended March
31, 2013 was about $2.94 with a range of $1.66. The comparable 2012/2011 average was
about $4.09 with a range of about $1.48. 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. The hedging program was successful in reducing the impact of volatility on

the GCA by 59%.
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Attachment A
Information Reviewed at Hedging Meetings

Page 9



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 10 of 317

Gas Commerclal Operations
Hedging Program
Mariet Indicators Summary

Aprif 18, 2012
Price Page
Prassure| Term l Comments Ref
Weather
NOAA predicling above average temparatures for April 2012-June 2012
Long Term Forecast (Apr 12~June 12) +—> | LONG 140 the South, Mid-continent and Eastem porion of the CONUS, 12
May is predicted to be 14.9% wammer than normal based on 10 year
normals and June weather is predicted to be 2.9% above normal
Mid Term Forecast (30-60 days) l Long [According lo privale forecaster WeatherBell Analytics the drought and mild 13
winter of last year is uniikely to recur~a mild summer and cold winter are
on tap.
Short Term Forecast (6-10 days) Short Strong Above, Much Above, and Above from wast coast to the Mississippl 14

River with Below from Mississippi to the East coast early in the period.

Colorado State University predicted a below average 2012 Atiantic
Tropical Storm Activily ’ l Shart [hurricane season with 10 named storms. The prediction was based on a
cooling of walers in the tropical Atlantic Ocean.

Storage Inventory

Storage injections for the week ending Aprit 13th were 25 BCF. Storage
EIA Weekly Storage Report l Long Jievels are at 2.512 TCF which is 53.1% higher than last year and 57.7% i5
higher than the § year average.

Industry Publications

PIRA Energy Grou, GAS PRICE SCORECARD: April 2012-October 2012 US Production, Mat!
01211 t Lo Trade, and Storage Levels remain bearish white Economy, Electric 1617
Winter 2 "9 | Generation, and Industrial Sector demand are bulish. Price Outiook

Summer 2013: remaing Beadsh.

Ciling high storage levels and modest cuts in dry gas production several
|analysts have lawered their forecasts. S&P reduced their 2012 forecast to
$2 from $3. BNP Paribas reduced their 2012 forecast 13% lo $2.34 from
$2.70. Canaccord cut their 2012 forecast 21% to $2 75, further downside
for gas prices now appear quite limited. Chesapeake sees below $5 gas
for decades.

Gas Dafly~Price Predictions ? l Long

Storaga surplus could climb to 1 Tcf above the five-year average. This
. surplus will have little impact on gas prices, since it has already been
Gas Dally—Storage Lovels <— | Long |Incorperated in the current prica. Gas prices will ramain fow unless there 18
is a dramatic decline in supply, in coal to gas switching and
increase in industrial demand resulling from sconomic recovary.

FERC has approved Chenlere Energy’s application to build faciiities to

Gas Daily-L.NG Exponts T Long fexport natural gas. In addition, Canada approved BC LNG exports from 20
Kitimat, British Columbia.

Government Agencles

Energy information Administration r The projected Henry Hub natural gas spot price averages $3.511/MMBw

ol £ong liar 2012 and $3.400/MMBIu for 2013 2t
Technical Analysis ]
Winter 2012-13 Strip Chant <43 | Short {Closed at $3.04 22
Summer 2013 Strip Chart <«— | Short [Closed at $3.27 23
Winter 2013-14 Strip Chart <~ | Short |Closed at $3.72 24
Summer 2014 Strip Chart «— | Short |Closed at $3.70 25
Winter 2014-15 Strip Chart «—» | Short [Closed at $4.06 26
Summer 2015 Strip Charl 4> | Short {Closed at $3.84 27

Economy

EIA projects total natural gas consumption to grow by 4.2% to 69 .6 Bef/d
Demand T Long lin 2012 resuling from large gains in electric power generation. Total 28-29
natural gas consumption to grow 1.3% to 70.5 Beld in 2013.

Total marketed production grew by an estimated 4.8 Belday or 7.9% in
Supply <«— | Long |2011, the largest volumetric increase in history. Production growth wifl 28-29
continue in 2012 and 2013 but at a much lower rale.

EIA expects WTI spot prices to average of $106 per bamel in 2012 and
2013, § 11 per bame| higher than the average price last year.

28-29

Qil Market < | Long

{Meeting Minutes: 426 Annex Conference Room - 1:00 pm

Attendses: Jim Mehring, Jeff Kern, Terry Bates, Mitch Martin, Joachim Fisc , Stove i
Reviewed fundamentals such as weather (current to L/T forecasts), stprage levels, industry publications, govemmantal agency, technical analysis
and supply and demand fundamentals. Discussed the Ohlo and Kentucky Hedging Programs including the addition of the Summer 2015 season
Discussed the analysts ¢ d projections relative to the current NYMEX prices and discussed the initial 2012 hurricane forecast and if's impact
on prices. Significant discussion took place regarding pricing Implications associated with the historicatly high storage levels. Determined that
based on this data, not to effectuale any additional hedging at this time. However, we will continue to monitor pricing, and other market

fund! Is lo determine if hedging should oceur prior to the next sgheduled U .
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/12)

Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dih/day dth/day

Nov-12

Dec-12

Jan-13

Feb-13

Mar-13

Winter 12/13
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By Oclober 31, 2012

Apr-13
May-13
Jun-13

Jul-13
Aug-13
Sep-13
Oct-13

Summer 2013
Target Levels By March 31, 2013

Nov-13

Dec-13

Jan-14

Feb-14

Mar-14

Winter 13/14

Target Levels By October 31, 2012

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14

Dec-14

Jan-15

Feb-15
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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 EIA NYMEX | Hedged Prices
(07/08-11/12) | (2011-2012) 28-Mar-12| 10-Apr-12| 19-Apr-12 Ohio  Kentucky

$6.15 $4.38 $2.170 $1.947

$6.31 $4.33 $2.280 $2.033

$6.61 $4.36 $2.280 $2.152

$5.57 $4.37 $2.470 $2.235

$4.84 $3.86 $2.520 $2.277

$5.04 $3.76 $2.700 $2.351

$4.97 $3.52 $2.960 $2.637

$5.24 $3.36 $3.240 $2.977

$5.28 $3.08 $3.340 $3.156

$4.95 $2.68 $3.320 $3.178

Mar | $4.81 $2.45 53280} $3.157
Apr | $470 $2.19 $3.270 | $3.120
12 Month Avg  $5.37 $3.53 $2.819 $2.602
Summer Average $2.627 $2.302
Winter Average $3.228 $3.021

May June July Aug Sep Oct Nov Dec Jan Feb Mar Apr

X
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Plenty of uncertainty in the
forecast

Slight cool changes were made to the forecast this week as uncertainly
grows. We still show widespread above normal temperatures across much of
the eastern half of the US and back into the Southwest, but with decreased
confidence we've efiminated the +2F anomaly area across the Plains and
western Midwest. There is not a fot of great consensus among atmospheric
teleconnections, and withaut s dear signal it's difficult to pin down a precise
paltern. The WPQ is expected to be negative heading into the beginning of
the month, and if that remains a dominant signal it would favor cool
conditions In the Norhwest and seasonal to warmer conditions in the South
and East. As far as model guidance goes, the ECMWF weeklies which are
valid ot to May 13 show coaler conditions in the Plains and part of the
Interior West, with some warmth in the Northeast. The MJO could be key by
mid month, as a retum to Phase 8 or 1 would generally produce a cooler
outcome for the eastem half

Cooler in the Northwest

Slightly cooler South and East

Some cool changes were also applied ta the June outlock . These included
an addition of belows to the Northwest, the expansion of the OF line to the
northem Plains and Great Lakes, and the sfight contraction of the +1F
anomaly are across the South and East. Like May, there's a dear cut signal
for June which keeps confidence on the lower end. This summer is expected
10 be 3 transition from this past winter's El Nino to a posttive ENSO regime
In simitar Junes in the past {using 2001, 1851, 1986, and 2000 as examples
in particutar), there had been a coo) signal across the norhem tier,
espedially the upper Midwest, and a warm signal on the South, which
echoes our forecast somewhat. With that, there may be & cooler risk in the
Northeast. As far as muodel guidance goes, the CFS model shows warmth in
the Plains and back Into the Southwest with near normal temperatures in the
East The ECMWF monthly model from eartier this month echoes the warm
Plains and West, but also extends warmth somewhat into the South and
Midwest as well,

May PWCDD** Forecasts

125.0

Change: -5

*10Y Normat updated to '02-11

May 2012 Fest:

May-2011

GWHOD: 135 (30 yr: 153) “*National Population-Weighted CDDs

Jun PWCDD* Forecasts “10Y Normal updated to '02-11

EarthSat Weather

10V Normal* | 236.1]

242.0

Change: -5
“Nationg! Population-Weighted CDOs

Jun 2012 Fest:
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EarthSat Weather

*Stronger Warmth Possible in North-Central 14.8.*
*Confidence Down By Mid-Period”

Confidence is lower for today's forecast as models are not han-
dling the pattern well during the second half of the period. The
early part of the period still holds some decent agreement
though. The biggest risks come to the North-Central U.S. as
early as the mid-periad where stronger warmth could span
across this region and begin to push toward the Midwest and
Northeast faor the latter parts of the period. Some much above
to strong above normal potential may be seen, depicted best
within the operational models. Should this scenario pan out,
cooler temperalures would become available in the Wes!. Late
in the period, a weak trough may Joom over the Northeas!, pos-
sibly stalling the advancement of warmth into the region

Previous
) g

Previous Previous
- ; PR

Forecast Confidence: 5 Frect Confidence: 4 »

[Z3 A +3F to +4F B2 A +5F to +7F E& MA +8F to +14F
[Z18 -3F to -4F B -5F to -7F MB -8F to -14F

d SA +15 or Higher
SB-15 or Lower
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@ U.S Energy Information Administration f

Indepondent Statistics end Analysls Glossary

Home > Nptusl Gas > Weckly Naturat Gas Stomge Regort
Weekly Natural Gas Storage Report

] [ar Emiji ate;
Roleased: April 19, 2012 at 10:30 a m. (eastern tma) for the Week Ending Aprit 13. 2012
Next Rotease: Aprit 26, 2012
Working Gas in Underground Storage, Lower 48 other formats: Summary 1XT CSY
Stocks In biltlon cublc feet (Bef) Historical Comparisons Data
Reglon Year Ago (04/13/13) S-vear (2007-2011} Average .
04/13/12 04/06/12 Change e e - chanes Sred e Chones History (XLS}
5-Year Averages, Maximum,
East 1,108 L0932 13 644 76 673 64.2 inimum, and Year-Ago Stocks
west 358 353 5 222 61.3 247 44.9 (xis)
Producing 1,049 1,062 7 775 35.4 573 55.9 References
Total 2,512 2,487 25 1,641 §3.1 1,593 57.7 N
Monthly

Notes and Pefinitions and Weckly Data

Beginning with the report period for the week ending March 16, 2012, EIA is including salt dome and nonsalt-
dome subtotals for the Producing Region in the “Summary” sectlon.  The sum of the components may not
£ dent di

equal the total for the Pr o Reglon, b afi P g

Summary

Warking gas in storage was 2,512 Bef s of Friday, April 13, 2012, according to EIA estimates. This represents a net
increase of 25 Bcf from the previous week. Stocks were 871 Bef higher than last year at this time and 919 Bcf above the
S-year average of 1,593 8cf, In the East Reglon, stocks were 432 Bef above the 5-year average following net injections of
13 Bef. Stocks in the Producing Reglon were 376 Bef above the S-year average of 673 Bcf after a net injection of 7 Bef.
Stocks in the West Region were 111 Bef above the S-year average after a net addition of 5 Bef At 2,512 Bef, total working
gas is above the S-year historical range

Working gas stocks in the Producing Regian, for the week ending Aprit 13, 2012, totaled 1,049 Bcl, with 259 Bef tn sall cavern facilibes and
790 Betin nonsalt cavern facilities. Working gas stocks increased 1 8¢f In the salt cavern lacifiies and increased 6 Bef in the nonsall cavern
facilities, since Aptil B. An historical series of the salt and nonsalt subtetals of the Producing Region. daling back to January 7. 2011. is
available for download at: wngs: producing reglon sallxls,

g Gasti v Storepa Rengs
4000 4500
3,800 3506
3,200 3200
3 2400 - 2,800
§ 2400 2400
G 2008 4 2,000
é 1500 1500
@ 1700 4 1208
£00 - €00
400 4 Saurces 6.5, EA Officect Enemy Statiztics a0
° Ameerd g
o -] e e - c - - o~
FAR S S S TS S S -
g 5 «§ =3 E Al § o 3
Note: The shaded area | the range the and values for the

weekly serles from 2007 through 2011,
Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines indicate
current and year-ago weekly periods.

Revision Policy

Performance Evatuation
Related Links

Storage Baslcs

Natural Gas Weekly Update

Natural Gas Navigator

Privacy /Securlty | Accessibility | Copyright & Reuse « Contact Us | Feedback | Careers ; About 1A

Fedstats | USA.gov) Departmer‘tt of Energy
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PIRA
North American Gas Price Overview
Per MMBTU
March 28, 2012 Release

. Average
L2012

~ Summer [,

i Winter 2010
L2011

[

/b

Hedging Meeting 4-19-2012 xisx 4/17/2012 PIRA Prices
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March 26, 2012 NATURAL GAS

GAS PRICE SCORECARD: APRIL 2012 - OCTOBER 2012

Besarl

ewtral Bulish
o

The observed dedline in U.S. gas production followling Its
November 2011 peak appears to be stalling this month with a
. ulne loss of onty —0,1 BCFID relativa to February. Moreover, the
0.8, Production L indicated March Y/Y galn of more than 2 BCF/D looks
probtemalic glven the slze of “forced” future reductions

presented by high storage.

Y Given Canada’s own storage surplus, net trade will soon
Net Trade m [:’ E show Y/Y growtly, compoundlng the market's challenges.

GF by end-March and remaln
i surplus of 1.2
§ 'BEF/D-decline in-refills this

© u.s. slorage willrise toward 2
near. 057 TCF In -anada:
TGF will-require upward of

Storage Levels

Economy [:] {:I u

. Unpmcedented prlce—ddven l:oal !o-gas substitution Is the
Electric Generation (EG) e maln driver behind PIRA’s projection .of significant gas-fired
EG gains despue a summef mitdec- tha.n fast.

Industrial Séctor C3Cme

The CFTC weekly COT data covering the last few weeks show
a relatively low NYMEX/ICE net non-commaercial short futures
position with the fast tally below 72,000 lots - not only less
than half last year's net short position, but also a reduction of
NYMEX Prices and Speculation - -] ~50% during 1Q12. Short holdings are up this quarter. But
iong positions have risen twice as fast since some appear to
see limited downslde gas risks given the depths already
probed by NYMEX futures, unilke the prices suggested by
PIRA's fundamental analysis for August and Septerber.

s of temperatures moving fo the back
burner, ﬁmse argulng In favor of higher gas prices have a
tough sell puitside &f the downtrand In gas drilling. Also, the
lack of mure downside Iollow-lhrough by 1.8, production of
late adds to ‘the un surrounding the y of
drilling cuts relative to lhe fimited storage space for
production ‘Between April and October. A resplie could be in
: store for physlcal prices .in 2012, depending en injection
: demand. . Yel,any uplift from those seeking to add to already
P robust Stérage positions would simultaneously raise the
: fikelihgod ‘of “storage ‘congestion pricing” fallowing the peak
cooling séason,

Price Outiook

PIRA Energy Group, 3 Park Avenue, 26™ Floor, New York, NY 10016-5980 (Tel} 212-686-6808 (Fax) 212-886-6628 www.pira.com 2
For authorized subscribers only. Copyright © 2012 PIRA Energy Group. All rights reserved
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Gas Price Predictions

Standard & Poor's lowered its forecast for 2012 to $2 from $3, citing growing production and
storage levels and the mild winter. Gas production increased to a record 69.5 Befid, 2 6.7%
increase from last year despite a decline in drilling rigs. Factors contributing to oversupply
include: improving well performance, associated gas production, working through inventories of
drilled but uncompleted wells, joint-venture drilling commitments, and continued drilling to hold
acreage. S&P cutits 2013 and 2014 prices by 50 cents to $2.75/MMBtu and $3.50/ MMBtu,
respectively.

BNP Paribas reduced their 2012 forecast by 13% to $2.34/MMBtu from $2.70/MMBtu citing
continued strong production. "In response to low prices, producers have historically limited
supplies by laying down rigs. This year, however, the allure of higher netback pricing from oil
and NGL's will likely bring higher volumes of natural gas to the market than warranted by
current prices.” Paribas also reduced the forecast for 2013 to $3.68/MMBtu from $3.85/MMBtu.

Citing high storage levels and modest cuts in overall dry gas production several analysts have
lowered their 2012-2013 forecasts. “While a number of large producers are reducing their dry
gas drilling to zero, they are not forecasting significant drops in absolute dry gas production,
implying a large amount of dry gas is bring produced in association with crude oil.”

Pritchard lowered its forecast to $2.50/MMBtu from $3.30/MMBtu for 2012 and to
$3.30/MMBtu from $4.00/MMBtu for 2013,

Stifel is lowering its forecast to $2.62/MMBtu from $3.12/MMBtu for 2012, and
$3.75/MMBtu from $3.98/MMBtu for 2013.

Baird is lowering its forecast to $2.45/MMBtu from $3.10/MMBtu for 2012, and
$3.75/MMBtu from $4.00/MMBtu for 2013.

Canaccord cut their 2012 forecast 21% to $2.75/MMBtu, their 2013 forecast by 11% to
$4.00/MMBtu and left their long-term forecast unchanged at $5.00/MMBtu. Model runs indicate
gas in storage will end the injection season at 4 Tcf, just shy of estimated capacity. According
to Canaccord, “further downside for gas prices now appear quite limited.” “Our model indicates
the gas market has tightened from roughly 1 Bcef/d oversupplied at year-end to roughly 2 Bef/d
undersupplied versus year ago levels.”

Chesapeake CEO sees below $5 gas for decades—McClendon sought to assure the power
sector not to worry about the recurrence of the price spikes of a decade ago. “There’s nothing
temporary about the abundance of natural gas and its low price, gas should be viewed as a
baseload fuel for decades to come.”

[ g
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Storage Levels

There is so much gas in storage that analysts believe there is a possibility that the surplus could
climb to 1 Tcf above the five-year average. |AF Advisors expects the surplus to peak in the next
couple of weeks in the 950 Bef range, but indicated it is "certainly quite possible that 1 Tcf could
be reached”. Getting to the 1 Tcf surplus may not make much difference to gas prices—"We're
already at record highs (storage levels) and have been for quite a while so | would image most
of it has already been priced in.”" The current surplus presents significant overhead resistance
to the market for quite some time. "That's clearly gas that does not have to be purchased and
put into storage in preparation for the winter of 2013.”

Gas prices will remain low and storage facilities will push capacity limits unless several bullish
trends emerge simultaneously. Storage in the last few years has been bailed out by
ronsecutively hot summers and cold winters going back to 2009—the maost recent winter, the
warmest in 60 years, resulted in inventories that are more than 900 Bcf, or 57%, above a year
ago. According to the author, the current surplus plus the 1.5 Bef/d imbalance will require over
1.1 Tcf of incremental gas burn during the refill season to keep inventories below the current
capacity of 4.1 Tcf. The bullish trends needed are a dramatic decline in gas supplies, a big
increase in power generators switching from coal to gas and a strong ramp-up in industrial
demand resulting from a robust national economic recovery. The odds are low that the
domestic gas market will avoid another major supply glut.

/9
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Energy information Administration
Henry Hub Pricing
Per MMbtu
April 10, 2012 Release

583 | dan11 449 2.67
532 . Feb11 ;  4.09 2.50
429 | Mar11 3.97 2.18
4.03 Apr-11 | 425 216
414 ; May-11 431 217
4.80 o Jun-11 4.55 2.28
463 0 Jui-il 1 442 2.28
432 i 405 247
3.89 3.90 252
3.43 ;356 2.70
37 . 324 2.96
425 ! 3.17

324

- Average
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Independent Statistics & Analysis

U.S. Energy Information
Administration April 2012
Short - Term Energy and Summer Fuels Outlook

April 10, 2012 Release

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will
average 69.6 billion cubic feet per day {Bcf/d) in 2012, an increase of 2.8 Bef/d (4.2
percent) from 2011. EIA expects that large gains in electric power use will offset
declines in residential and commercial use. Because of the much - warmer - than
normal winter this year, EIA expects residential and commercial consumption to fall

by 3.9 percent and 2.7 percent, respectively, in 2012, reflecting a downward revision in
projected consumption from last month's Outlook. Currently, the National Oceanic

and Atmospheric Administration (NOAA) expects heating degree - days to total 4,020
for 2012, 5.3 percent less than in last month's Ouflook, and about 11 percent below the
30 - year normal level.

Projected consumption of natural gas in the electric power sector arows by about
16 percent in 2012, primarily driven by the increasing relative cost advantages of
natural gas over coal for power generation in some regions. Consumption in the
electric power sector peaks in the third quarter of 2012, at 30.6 Befld, when electricity
demand for air conditioning is highest. This compares with 27.7 Bcf/d in the third quarter
of 2011.

Growth in total natural gas consumption continues into 2013, with forecast
consumption averaging 70.5 Bcfid. A forecast of closer - to - normal winter
temperatures drives increases in residential and commercial consumption of 7.3 percent
and 4.7 percent, respectively. The increase in consumption in these sectors, as well as
an increase in industrial consumption, more than offsets a 3.4 - percent decline in
power - sector natural gas burn.

U.S. Natural Gas Production and imports. Total marketed production of natural gas
grew by an estimated 4.8 Bcf/d (7.9 percent) in 2011, the largest year - over - year
volumetric increase in history. This strong growth was driven in large part by

increases in shale gas production. While EIA expects year - over - year production
growth to continue in 2012, the projected increases occur at a much lower rate
than in 2011 as low prices reduce new drilling plans. According to Baker Hughes,
the natural gas rig count was 647 as of April 5, 2012, down from a 2011 high of
936 in mid—October. So far, the lower rig count has not impacted production
levels, partly reflecting improved drilling efficiency. While fewer horizontal natural
gas rigs, particularly in areas of dry production such as the Haynesville Shale, probably
indicate declines in these areas, these losses are more than offset in the short term by
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other production from wet plays.

Pipeline gross imports are expected to fall by 0.7 Bef/d (7.2 percent) in 2012 as
domestic supply displaces Canadian sources. The warm winter in the United States
also adds to the year - over - year decline in imports, particularly to the Northeast,
where imported natural gas can serve as additional supply in times of very cold
weather. Pipeline gross exports grew by 1.0 Bef/d in 2011, driven by increased exports
to Mexico, and are expected to continue to grow, at a slower rate, in 2012 and 2013.

Crude Oil

EIA has lowered the forecast 2012 average U.S. refiner acquisition cost of crude
oil by $2 per barrel from last month’s Outlook to $112 per barrel, still $10 per
barrel higher than last year’s average price. EIA expects the price of West
Texas Intermediate (WTI) crude oil to average about $106 per barrel in 2012, the
same as in last month’s Outiook but $11 per barrel higher than the average price
last year. Constraints in transporting crude oil from the U.S. midcontinent

region contribute to the expected discount for WTI relative to other world

crude oil prices. EIA expects WTI prices to remain relatively flat in 2013,

averaging about $106 per barrel, while the average U.S. refiner acquisition cost

of crude oil averages $110 per barrel.
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Gas Resources
Hedging Program
Market Indicators Summary
May 24, 2012
Price Page
! Pressurei Terml Comments Rel
Weather

NOAA predicting above average temperatures for June 2012~August

Long Term Forecast (June 12--Aug 12) T Long }2012 for the southern portion through the Mid-continent portions of the 12
CONUS.

" June is predicted to be 10.6% warmer than normal based on 10 year
Mid Term Forecast (30-60 days) T l Long | ormals and July weather is predicted to be 0.7% below normal. 13
Short Term Forecast (6-10 days) «—> | Shont Above and Much Above on the eastern and southern portion of CONUS 14

early in the period replaced with normal weather later in the period

Storage Inventory

Storage injections for the week ending May 11th were 61 BCF. Storage
EIA Weekly Storage Report l Long [levels are at 2.667 TCF which is 40.9% higher than last year and 40.8% 15
higher than the 5 year average.

Industry Publications

PIRA Energy Gr GAS PRICE SCORECARD: May 2012--September 2012 US Production,

Winter 2012/1 3h T l Long Net Trade, and Storage Levels remain bearish while Economy, Electric 1617
Generation, and industrial Sector demand are bullish. Price Outlook

Summer 2013: remains Bearish.

Spot gas prices of less than $2/MMBLu are likely in late summer due to

cantinued strong production and full storage according to Bentek. Bentek

expects prices to average $2.32/MMBtu over the summer. Tudor

Pickering states that prices need to be around $2/Mcf for the summer not

ty

Gas Daily-Price Predictions Long to overfill storage capacity. If power demand does not reduce the storage 16
averhand, prices are expected to drop to $1/Mcf later this year. Goldman
Sachs is predicting $4/MMBtu prices in 2013 due to additional production
cuts and recond levels of caal-to-gas swilching.
Afier a four-year bear market, BNP Paribas has predicted US gas prices
are staging a comeback dye to shifts in the fundamentais--industry might
Gas Daily~Market Analysis ? Long |not be as oversupplied as anticipated, base load coal plants being 19
displaced. 2012 estimate revised from $2.34 to $2.76/MMB{u and 2013
jestimate of $4.00/MMBtu from $3.68.
Government Agencies
xi{gr lzrg;;;rn“a:’i{o;sf?)%r;\tnlshahon l Long The projected Henry Hub naturai gas spot price averages $2.448/MMBlu 20
ot f d $3.173/MMB 2013,
Summer 2013: $3.131 or 2012 and §3 tu for 2013
Technical Analysis
Winter 2012-13 Strip Chart f Short }Closed at $3.44 21
Summer 2013 Strip Chart t | short {Closed at 5358 22
Winter 2013-14 Stip Chart t | 'short [Closed at $3.98 23
Summer 2014 Strip Chart + Shorl [Closed at $3.88 24
Winter 2014-15 Strip Chart f | shon [Closed at$4 23 25
Summer 2015 Strip Chart t | short {Closed at $4.08 26
Econamy
EIA projects {otal natural gas consumption to grow by 5.1% to 70.2 Bef/d
Demand T Long |in 2012 resulting from large gains in electric power generation 27-28

Total marketed production grew by an estimated 4.8 Bef/day ar 7.9% in
Supply <~ [ Long j2011, the largest volumetric increase in history. Production growth will 271-28
continue in 2012 and 2013 but at a much lower rate.

EIA expects WT1 spot prices to average of $104 per barrel in 2012 and
2013, $ 9 per barre! higher than the average price last year.

Qil Market <«—p | Long 27-28

Meeting Minutes: 426 Annex Conference Room - 8:00 am
Attendees: Jim Mehring, Jeff Kern, Mitch Martin, Steve Niederbaumer

Discussed market fundementals such as weather, storage inventory levels, and ecanomic factors such as supply and demand. Discussed the
PIRA and EJA forecasts as well as analyst predictions conceming price expectations. In addition, discussed Winter and Summer Strip Charls
based on Technical Analysis. Discussed our current postions within Ohio and Kentucky hedging plans {updated the Load Forecast received from
Forecasting Department) and that no additional hedging is required under the plans at this time. In addition, discussed the spreads between
current NYMEX prices, forecasts, and historical prices. After much discussion, a decislon was made not to hedge additional gas.
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5/23/2012

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/12)

Delivery Supply Total Required  Allowed
Month Dth/mo Dith/day Dth/imo dth/day dthvday

Nov-12

Dec-12

Jan-13

Feb-13

Mar-13

Winter 12113~
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2012

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Qcl-13
Summer 2013
Target Levels By March 31,2013

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Target Levels By Octobersh, cuiz

Apr-14

May-14

Jun-14

Wul-14

Aug-14

Sep-14

Oct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15 _
Winter 14/15
Target Levels By Qctober 31, 2012

Apr-15

May-15

Jun-15

Jul-15

Aug-15

Sep-15

Qct-15
Summer 2015 _
Target Levels By March 31, 2013

/10
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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 EIA NYMEX | _Hedged Prices
(07/08-11/12) | {2014-2012) 25-Apr-12| 8-May-12 | 24-May-12 Ohio  Kentucky
$6.31 $4.33 $2.270 $2.734
$6.61 $4.36 $2.310 $2.788
$5.57 $4.37 $2.440 $2.830
$4.84 $3.86 $2.490 $2.856
$5.04 $3.76 $2.590 $2.924
$4.97 $3.52 $2.730 $3.116
$5.24 $3.36 $3.040 $3.386
$5.28 $3.08 $3.120 $3.538
Feb | $4.95 $2.68 $3.100 | $3.545
Mar | $4.81 | $245 $3050 |  $3.505
Apr | $470 | $2.19 $3.040 |  $3.466
May | $5.06 | $2.04 $3.050 | $3.493
12 Month Avg ~ $5.28 $3.33 | $2.769  $3.182
Summer Average $2.599 $3.013
Winter Average $3.008 $3.418

$7.00
$6.50
$6.00
$5.50
$5.00
$4.50
$4.00
$3.50
$3.00
$2.50

$2.00
June July Aug Sep Oct Nov Dec Jan Feb Mar Apr May

/!
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Much hotter Midwest and East

Cooler Northwest

Ourlatest June update features a rather significant shift to the wamer
direction with widespread above normal temperatures across the eastern
hall, strongest In the lower Midwest and the Tennessee Valiey. Meanwhile,
cooler changes were noled in the Northwest and to alesser extent in the
Great Basin The warmer changes go along with our curent wam forecast
for the first week of the month across the eastem halfl. Long range models
show decent support for this wammer outlook with the fatest CFS modet
showing widespread wannth, with a focus on the central US, while the
ECMWF weekly outiooks from earfier this week show widespread warmth
across the eastern half camying past the first half of the monih. There is some
risk to the cooler end in the northem lier as the GFS and ECMWF ensembles
shaw the NAQ trending negative, but the negative NAG has been difficult 1o
maintain over the past several months

Jun PWCDD** Forecasts “10Y Normal updated to '02-11

10¥Normat|  235.1)
Jun 2012 Fest: | 260.0 [38Rormai | 226.4!
JUH-ED'H \ 261.5:1

Change: +16 i
“National Population-Weighted CDDs

Warmer Great Lakes

Hotter in the Rockies/Plains

While not quile as dramatic as June, there were stll some notable
warm changes for July with the area of belows removed from the Great
Lakes region and aboves expanded across the Rockies and Plains
July looks to mark a continuing transition in the tropical Pacific as we
trend into @ posilive ENSO regime, supperied more strongly by the
Iatest compuler models of the IRI. Simitar years marking a transition to
a positive ENSO over the summer include 2009, 2006, 1886, and 1951,
and an evenly-weighted composie of those years shows marginally
warm conditions across much of the South and West and marginally
cool conditions in the Midwest and Northeast, Eliminating 1886 from the
picture due o its ~AMO/+PDO phase gives a clearer picture with more
widespread warmth in the West and cooler condilions in the Midwest,

Jut PWCDD** Forecasts *10Y Nommal updated to ‘02-11

10Y Normal* | 2
Jul 2012 Fest: | 335.0 [30vNomal | ]
Jul~201‘!~ 4~125

I
Change: +15 “*National Paputabon-Weighted CDDs
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EarthSat Weather

*West Takes On Warmer Temperatures Late”
*Cooler Faster In Midwest Early”
The cooler potential for the Midwest has come into better agree-
ment amongst the models and the forecast has followed in this
outlook. The region could turn cooler than expected for the mid-
dle part of the period as the cold air mass swings out of the
Northern Plains. Parts of this air mass could elongate and head
for the Southern Plains and Texas for the end of the period.
The cooler air mass is not expected fo reach the Southeast or
imimediate Northeast Coast with any cooler risk being fairly
minimal. The West is warmer during the lale period, placing
above to much above normal readings over much of the region.
Yet, there is some concern the next lough could swing toward
the Northwest fate and provide a cooler than expected outlook.

Previous {7
o .

"7 " Forecast Valid: Wed; §/30°

Forecast Confidence: 4 Forecast Confidence: 4

MA +8F to +14F
MB -8F to ~14F

L3 A +3F to +4F EE] A +6F 10 +7F
B-3F to-4F [EIB-5Fto-7F

SA +15 or Higher
SB -15 or Lower
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(X (o] U.S. Energy information Administration |
Independent Statislcs sng Analysis Glogsary
Home > Najual Gas > Weekty Natural Gas Storage Repost
Weekly Natural Gas Storage Report BelessSchedule s
Released: May 17, 2012 a1 10:30 2.m. (eastern lime} lot the Week Ending May 11,2012
Next Release: oy 24, 2012
Working Gas in Underground Storage, Lower 48 other formats: Summary TXT C&Y
Stocks In blilion cubic feet (Bef) Historical Compasisons Data
Reglon Year Ago (05/11/11) 5-Year (2007-2013) Average
05/31/12 05/04/12 Change Siacka (Bl  Chamne oo (e e o History (XLS)
5-Year Averages, Maximum,
East 1,236 1,189 h 788 569 843 66 Minlmum, and Year-Ago Stacks
West 386 379 7 248 55.6 208 4.0 X15)
|Praducing 1,045 1,038 7 857 219 763 37.0 References
Total 2,667 2,606 &1 1,893 40.9 1,894 40.8
if Monthily
Nates and Octinitions and Weeldy Data
Revision Policy
Beginning with the report period for the week ending March 16, 2012, EIA is including salt dome and nonsalt- Performance Evaluation
dome subtotals for the Producing Region in the Summary section.  The sum of the components may not equal Retated Links
the total for the Pr ing Region, b of independent r i
Storage Basics
Summary Naturat Gas Weekly Update
Working gas in storage was 2,667 Bel as of Friday, May 11, 2012, ing to EIA esli This @ net increase of 61 Bef from Natural Gas Navigator

the previous week Stacks wece 774 Bt twgher than iast year al this time and 773 Bel above the 5-year average of 1,894 Bef tn the East
Region, slocks were 383 Bef abave the 5-year average foliowing net injections of 47 Bd. Slocks in the Producing Region were 282 Bcf
abave the S-year average of 763 Bef after a net injection of 7 Bd Stocks in the West Region were 88 Bet above the S-year average afler a
net addition of 7 Bel At 2.867 Bct. total working gas 15 above the §-year tistarical raage

Working gas stocks in the Producing Region, for the week ending May 11, 2012, tolaled 1,045 Bef. with 238 Bef in sall cavern faciiities and
807 Bef in noasalt cavem facilities Working gas stocks decreased 3 Bet i (he salt cavem (aalies and increased 10 Bcf in the nonsall
eavem facilifies, since May 4 An historical series of the salt and nonsalt subtotals of the Producing Region is available for download at:
wngst_producing reaion, sait.xis

ding Gagn IS i YearRange

400 4 Source; U.5, EUA Offlceof Energy Statlstics | 400
o o
g g g g 3 T 4 b4 g
T o I T
& % & & & 3 & &8 %

Naote: The shaded ares Indicates the range bétween the histarkeal mintmum and maximum values for the
weekly series from 2007 through 2013,
Source: Form EIA-912, "Weekly Undergraund Natural Gas Storage Report.” The dashed vertical Hnes Indicate
current and year-ago weekly periods
Privacy/Security | Accessibility | Copyright & Reuse » Cantact Us | Feedback { Careers | About EIA

Fedstats { USA.gov | Department of Energy

http://ir eia.gov/ngs/ngs.html /5 5/17/2012
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PIRA
North American Gas Price Overview
Per MMBTU
April 25, 2012 Release

Aug10 .
Sep-10 -
Oct-10

Nov-10
Dec-10

" Average Average .. Average :
2010 2012 3 L2013 g
" Summer’ $ " Summer s i ;“Su'rh'mé'r’éus
L2010 17 : ii2013 ;7 N

/¢
Hedging Meeting 5-24-2012 xlsx 5/23/2012

PIRA Prices
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April 25, 2012 NATURAL GAS

GAS PRICE SCORECARD: MAY 2012 - SEPTEMBER 2012

Beerish Nouttral Bufish
e

The collective fajlure of US. gas producers to curb
production even relative to recent highs promises to make
. future cutbacks even mote demanding and difficult. ‘
e
U.S. Production i increasingly bleak prospects for future storage flexibility, the {
market’s buffer to physical price eroslon, wiil weigh heavily
on the market's diminishing ¢all on supply.

Canada's massive storage surplus wiil require either large-

| scale production cuts or strong Y/Y growth of net exports to

Net Trade i - the supply-saturated U.S. But even large production
cutbacks polnt to similar YI¥ 'export volumes,

Ty equal 10 the end-October 2014 lev i,
starage level would require a hard-to-accomy
‘or so, U:S. producllon punback hetw
Seplemb A

Storage Lével,s';

acturing 1P climbed at an impressive clip In 1032, leit
motor vehicles sector togather ‘with ‘gasdntensive
chemlcals and melals. Gas-intensive goods ‘exports also
nunua to post new hidhs, but growth Isloslng momehlum,

Econatny.

; Coal -to-gas substltuljon has begun to play havoc with coal
: = stockplles raising the risk that some regional coal markets
Electric Generation (EG) (i) may.alm to win back market share from natural gas, Its maln

enemy, through fower coal prices.

:Despite  the gth of gas- 1 mant '
s weather-adjusted. indusirial gas demand has under-
- E:] ﬁ performed relative to earller expectations, leading PIRA to
mark down neariterm growth by ~450 MMCFID to ~0.7 BCF/D.

industrial Sector

Ongolng gas price dedlines are continuing to atiract buying,

partfcularly from reported non-commercials,  Earler this

month, the NYMEX/ICE net short futures position contracted

toward 45,000 lots before rebounding to over 62,000 lots

. amidst renewed short seling. But total non-commercial

NYMEX Prices and Speculation ] |-} shorts reached a new hlgh of 450,000 lots as of last Friday's

COT report. Al h stmple ri d are likely
. discouraging some selilng and/or encouraging some buying,
unprecedented storage highs for this point on the calendar,
suggest prces could be whipsawed given the sizable bets
already placed by bulls and bears allke

A month g0 we aould envlslon a mspue 1ar physlcal pﬂces in

the second quarter d
additional mllder-than-normal waather trom late March
onward, coupled with no trace of sequentlal production
pullback, has Intensifled downward pm$§ure on Hewry Hub
prices, desplte huge gains In the electric power sector al

Price Qutloak BB E] coal's'expense. Looking ahead from today's gas balances,
the heavy cloud hanging over gas prices looks even darker
since the enlarged velocity of futuré required production
cutbacks fo balance the market will push gas prodicers
toward harsh gas well shut-in economics.

PIRA Energy Group, 3 Park Avenve, 28" Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www pira.com 2
For aulhorized subscribers only. Copyright © 2012 PIRA Energy Group  All nghts reserved
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Gas Price Predictions

Bentek has reported spot gas prices of less than $2/MMBtu are highly likely in late
summer due to continued strong production and full storage. "Even though gas prices
at current levels above $2/MMBtu remain highly competitive with coal for power
generation, the demand uptick has not trumped the supply and storage overhang.” In
order to prevent storage from test capacity limits, record power burn levels, flat
production profile and below-average injections for the entire summer are required.
Bentek expects prices to average $2.32/MMBtu over the summer with $2.70/MMBtu as
the monthly high during the summer peak month.

Natural gas price need to be around $2/Mcf for the summer to create enough demand
to avoid overfilling storage according to Tudor Pickering. “We have to burn 400 Bcf in
200 days, or 2 Bef/d,” to ensure that storage inventories don't exceed estimated
capacity of around 4.1 Tcf by November. If prices remain at current levels, that should
create enough gas demand by power generators to reach the goal. If power demand
does not reduce the storage overhand, prices are expected to drop to around $1/Mcf
later this year.

According to Goldman Sachs, additional production cuts and a record level of coal-to-
gas switching reaffirmed their prediction that gas prices in the summer of 2013 will
rebound, although the upcoming summer still remains a wild card. Goldman has
predicted $4/MMBtu prices in 2013,

/8
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Market Analysis

According to BNP Paribas, after a four-year bear market, it appears that US gas prices
are staging a comeback. Important shifts in fundamentals suggest that natural gas
futures curve will steepen earlier than anticipated. Fundamental factors include:

o Weekly storage injections are less than expected, raising the prospect that the
industry might not be as oversupplied as anticipated.

o Trend emerging in the form of partial displacement of base load coal plants by
natural gas, suggesting that fuel-switching will continue to limit summer
injections. Data shows the natural gas-fired generation has now displaced coal
in every region of the US.

e Given BNP's revised supply/demand projections, for 2012 price estimate revised
from $2.34 to $2.76/MMBtu to reflect lower end-of-season inventory. 2013
estimate of $4.00/MMBtu from $3.68 in response to rapidly receding inventory
levels.

Wood Mackenzie Comments:

For the next 18 month, most important items to watch in the North American gas
markets:

o Marcellus well backlog—Watch for backlog to support strong production growth
even if drilling levels decline.

e Stress on producer balance sheets—Producers reducing planned capital
expenditures for North American gas, watch for continued declines in their drilling
levels.

o Coal market flexibility—coal market has supported gas demand and prices, by
buying out coal contracts, reselling volumes into export markets and pursuing off-
site stockpiles.
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Energy Information Administration
Henry Hub Pricing
Per MMbtu

May 8, 2012 Release
Jan-10 5.83 j 4.49 Jan-12 267  Jan-13 . 312
. Feb10 | 532 © 409 Feb-12° | 250  Feb-13 . 3.10
Mar-10 429 397 Mari2 248 ° Mar-13 ;305
Apr-10 | 403 425 . Apri2 195 | Apri3 | 304
May-10 = 414 431 May12 221 May-13 , 305
Jun-i0 , 480 4.55 Jun12 1 227 Juni3 0 308
Ju-10 . 463 4.42 Jul-12 231 a3 3
Aug-10 | 432 4.05 Aug-12 | 244 Aug13 . 315
Sep-10 © 389 3980  Seps12 248  Sepi3 . 320
Octi0 ¢ 343 3.56 Oct-iz = 259 Oct-13 . 329
_Nowv-t0 - 371 324 Novi12 278 : Nov:13 - 338
Deci0 . 425 317 Decii2 © 304 Deci3 351

" Average
L2013

Average
2012

~ Average

" "Average
120

. 2010

CBummer
L2013

! Summer | Summer |

2011

{Winter 201
L2012
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Independent Statisiics & Analysis
U.S. Energy Information

Administration
Short-Term Energy OQutlook

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 70,2
billion cubic feet per day (Bcf/d} in 2012, an increase of 3.4 Bef/d {5.1 percent) from 2011 and an
upward revision of 0.6 Bef/d from last month’s Outlook. EIA expects that large gains in electric
power use will offset declines in residential and commercial use. Because of the much-warmer than-
normal winter this year, EIA expects both residential and commercial consumption to fall

by over 6 percent in 2012, reflecting a downward revision in projected consumption from last
month’s Outlook. The downward revisions in residential and commercial consumption reflect

the decline in total projected 2012 heating degree-days as reported by the National Oceanic and
Atmospheric Administration.

Projected consumption of natural gas in the electric power sector grows by almost 21 percent in
2012, primarily driven by the increasing relative cost advantages of natural gas over coal for
power generation in some regions. Consumption in the electric power sector peaks in the third
quarter of 2012, at 31.2 Bcf/d, when electricity demand for air conditioning is highest. This
compares with 27.7 Bef/d during the third quarter of 2011.

Growth in total natural gas consumption slows in 2013, with forecast consumption averaging

71.2 Bcf/d. However, unlike 2012, growth in 2013 is driven by consumption from the residential,
commercial, and industrial sectors, A forecast of closer-to-normal winter temperatures drives increases
in residential and commercial consumption in 2013 of 7.1 percent and 4.2 percent, respectively. The
increase in consumption in these sectors, as well as a 1.4-percent increase in industrial consumption,
more than offsets a 2.0-percent decline in power-sector natural gas burn.

s

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by an
estimated 4.8 Bef/d (7.9 percent) in 2011. This strong growth was driven in large part by
increases in shale gas production. While EIA expects year-over-year production growth to
continue in 2012, the projected increases occur at a slower rate than in 2011 as low prices
reduce new drilling plans. According to Baker Hughes, the natural gas rig count was 613 as of
April 27, 2012, down from a 2011 high of 936 in mid-October, making it the lowest rig count
since 2002. EiA’s production survey indicates natural gas marketed production fell by 420 Bcf/d
from January 2012 to February 2012. EIA expects growth in U.S. production during 2012 to
average 4.4 percent. Declining production from less-profitable “dry” natural gas plays such as
the Haynesville Shale are offset by growth in production from liquids-rich natural gas production
areas such as the Eagle Ford and wet areas of the Marcellus Shale, and associated gas from the
growth in domestic crude oil production.

27



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 58 of 317

Crude Oil

ElA’s current forecast of the average U.S. refiner acquisition cost of crude oil in 2012 is
$110 per barrel, which is $2.50 per barrel lower than in last month’s Outlook, but still
about $8 per barrel higher than last year’s average price. EIA expects the price of West
Texas Intermediate (WTI) crude oil to average about $104 per barrel in 2012, about $2
per barrel lower than the forecast in last month’s Qutiook, but $9 per barrel higher than
the 2011 average price. EIA expects crude oil prices to remain relatively flat in 2013,
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Gas Rescurces
Hedging Program
Market Indicators Summary
June 29, 2012
Price - Page
Pmssurel Term l Comments Ref
Weather .
. " NOAA predicting above dverage temp for July 2012--Sep
Long Term Forecast {July 12--Sept 12) T Long o1 over the CONUS 12
July is predicled 1o be 12.7% warmer than normat based on 10 year
Mid Term Forecast (30-80 days) T l Long | ormals and August weather is predicted to be 1.1% below nommal. 3
Above and Much Abave over mast of CONUS early in the periad with
Shart Term Farecast (6-10 days) T Short nonmal temperatures moving from west to sast weather later in the period. "
Bureau of Safety and Environmental Enforcement sald on Tuesday that
Tropical Storm Activity T Short |approximately 17 2% of offshore production was shul-in as a result of
Debby. This is some 773,000 Mcl/day.
Storage Inventory
Storage Injections for the week ending June 22nd were 57 BCF. Storage
levels are at 3.063 TCF which is 27.1% higher than last year and 25.0%
higher than the 5 year average. Storage levels have reachad the 3-Tet
level the eartiest point on record (eariest pricr was July 23, 2008).
ElA Weekly Storage Report l Long Canadian storage glut may have an impact on US prices as Canadlan 15
producers attempt to find 2 market for Canadian gas. Canada storage
fiekts could be full in 3 malter of weeks. Active gas rigs at 13-year low to
541,
industry Publications
PIRA Energy Group GAS PRICE SCORECARD: Gas Price Outlook for July 2012--Sapt. 2012
Winter 2012/1 T i Long lremains “Bearish®, Gas Price Outiook for Oct. 2012--March 2013 is 16-17
Summer 2013;; “Bullish™,
According to the International Energy Agency gas prices to recover (o
$3 50/MMBtu In 2013 from an estimated $2.50/MMBlu average in 2012
T l 2013 will be a luming point for gas pricas as producers pull back even as
Gas Daily~Price Prediclions Long demand rebounds.  Also 1EA predicts gas prices 10 rise back over 18

$4.00/MMBtu by 2014. Gas prices will need to rise significantly from
current favels If producers hope to recover drilling costs according to
ExxonMobil. Producers are "all osing our shirts® with gas prices below
$3.00/MMBlY,

Natural gas and coal each for 32% of in
Apil. The average spot price of Henry Hub gas was $17 BOIMWH In April
while the average spot price of Centrat Appalachian coal was
$30.76/MWh. Credlit Sulsse estimates that swilching would peak at

Gas Daily--Coal-to Gas Switching 1 Long 158ctid from last year at $2.50/Mcf but onty 500,000 Mcl/d if prices rise to | 19-20
$4/Mcf. Coal plant will take back market share as gas prices rise
Utilities, as summer heat approaches, run thelr coakfired plants even
though (hey are less economic because they want gas-fired plants in
reserve in case of spikes in demand

Government Agencles
Energy information Administration

N " The projected Henry Hub natural gas spot price averages $2.554/MMBtu
Winter 2012113: $3.126 b | e | a5 sormon for 2975 =
Summer 2013: $3.171
rlechnlcal Analysis
Winter 2012-13 Strip Charl f Short |Closed at $3.32 22
Summer 2013 Strip Chart 1 Short {Closed al $3.49 2
Winler 2013-14 Strip Chart 7] short [Closed a1 53,91 24
Summer 2014 Strip Chart 4| shont fclosed at $3.82 i 25
Winter 2014-15 Strip Chant 1 Shorl |Closed at $4.17 26
Summer 2015 Strip Charnt T Short |Ciosed at $4.00 27
Econom
£1A projects lotal nalural gas consumplion o grow by 4.1% to 69.6 Bclfd
Demand T Long fin 2012 resulting from large gains In alectric power generation. 28-28
Total mark ion grew by an 4.8 Beflday or 7.8% in
Supply +—+ | Long 2011, the &argest volumetic increase in history. Production growth will 28.29

conunue in 2012 and 2013 but at a much lower rate due lo low prices
ing new drilling plans.

ElA expects WTI spot prices to average of $33 per barrel in 2012 and

it Market «— | Lang 12013 tis is a slgnificant reduction from ast months forecast due to 28-28

, |soncems about the world economy and oil demand growth.

Meating Minutes: 426 Annex Conference Room - 10:30 am
Altendess: Jim Mehring, Jelf Kem. Joachim Fischesser, Sleve Niederbaumer
Discussed markel fundamentals including weather (hurricane activity Debby), storage inventory levels, PIRA and EIA price forecasts, independent
analysts projections of supply and demand and the impact on gas prices, economic influences on supply and demand and technical anatysis on
Sumrmer and Winter Stip prices. 1n addition, reviewed DEO and DEK’s hedging program o date i ion took place around the
record storage level, curent hot weather, aftermath of hurricane Debby and the recent runup of prices. Based on these factors, a decision was
made not to hadge additional volumes.
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6/25/2012

Duke Energy Kentucky
Hedging Program
Current Position

System
Supply

Hedged to Date
Total

Next Target (10/31/12)
Required  Allowed

Month

Nov-12
Dec-12
Jan-13
Feb-13
Mar-13
Winter 12/13
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Summer 2013
Target Levels By March 3

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Target Levels By October

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Oct-14

Summer 2014

Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-1§
Feb-15
Mar-15
Winter 14/15
Target Levels By October
Apr-15
May-15
Jun-18
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015

Target Levels By March 31, 2013

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

31,2012

1, 2013

31,2012

31,2012
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12 Month Avg

Eistoric Prices:
NYMEX Ciosing Price
5.yr. avg. | Last Year PIRA ElA NYMEX Hedged Prices
(07/08-11/12) | (2011-2012) 26-Jun-12110-Jun-12 29-Jun-12 Ohio K:n&ucky
$5.57 $4.37 $2.600 $2.778
$4.84 $3.86 $2.640 $2.792
$5.04 $3.76 $2730| $2.850
$4.97 $3.52 $2.870 $3.086
$5.24 $3.36 $3.180 | $3.355
$5.28 $3.08 $3.240 $3.500
$4.95 $2.68 $3200| $3.442
$4.81 $2.45 $3.140 $3.419
$4.70 $2.19 $3110 $3.419
$5.06 $2.04 $3.110 $3.425
Jun I $5.27 $2.43 $3.120 ;  $3.519
July | $578 | $2.77 $3.150 |  $3.507
Avg $5.13 $3.04 $3.008  $3.258
Summer Average $2.923 $3.184
Winler Average $3.126 $3.360

$6.00

$5.50

$5.00

$4.50

Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun July

/1
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VMDA

EarthSat Weather

Departure from 19881-2010 normat (°F)

Updated
Juin 27, 2012 4 s : . Jun 27, 201244, -
+5.0 BB +3.0 to +4.9 [ +2.0t0 +2.9 Fl+1.0t0+19 _ 0 E10t0-1.9 B

[}-0.9t0 0.9

Previous . | Previous " . .
Nasse]  Major warm changes to forecast AN More aboves in western Midwest
¥ 4 and in Rockies
Extensive heat in central US ; y
; . .
" ! e Marginal warm changes in East
Significant warm changes were made to the forecast this month, While not neardy as exireme as July, August showed some wam
propetling July into the Top 5 warmest months based on PWCDD dating changes this week with above normal temperalures extending further
back to 1950. Widespread anomalies of >2F are expected from the into the Rockies and also into the western Midwest, and the OF line
southemn Rockies into much of the Plains and Midwest (where drought moving northward Into the Mid-Allantic. The warmer changes were
will help), and aboves have been extended into the East. Further warm spurred in large part due to the slower arrival of El Nifio impacts so far
changes may yel be in store, as the current forecast is based on the this summer, and the risk that it doesn't abruptly change into August
heat diminishing by lhe latter part of the month. Our current forecast out either. Drought is cerlainly a factor, with dry condilions from the
to July 11 totals 157 CDDs, which outpaces the extremely hot 2011 by Southwest into the Plains, Midwest. and South potentially leading to
20 PWCDDs {though much of 2011's most impressive heat was on the warmer risks. The CFS mode! supports the continuation of the heat as
back end of the month}. If the heat doesn'l diminish significantly, 2012 well, showing hotler conditions than our farecast across the Midwest
may riva! or even exceed 2011's PWCDD totals The CFS model and Mississippi Delta region. The downside risk still centers around El
supports the heat overall, as does the -PDO/+AMO combo and, at least Nifio, as a more classic paltemn associated with this signal could
early on, the ongoing tow AAM base state. There is slill the risk of the evenlually lead towards a cooler solulion
~SO1 dsiving conditions cooler in the latter part of the month, but this has
yet to show strong correlations this season,
Jul PWCDD** Forecasts *10Y Normal updated to '02-11] JAug PWCDD** Forecasts "10Y Normal updated to ‘0211
10Y Normal] ~_ 337.2 10Y Normal* | 321.6]
Jul 2012 Fest: | 380.0 [sovNormar| 3333 | | Aug 2012 Fest:| 318.0 [30¥Norma
Jul-2011 412.5 Aug-2011
: +3, .
Change: +32 “National Population-Weighted CODs Change: +3 ~Havonal Populabon-Weghted CODs
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EarthSat Weather

*Confidence Down Due To 2nd Half Discrepancies*
*Strongest Heat In Plains, Midwest Early*

Modeils have diverged during the second half of the forecast
periad, causing this forecast to come down in confidence. The
strong heat continues {o span across the Midwest and Plains
through the early parl of the period, and the models do agree
with this assessment still. The second half of the period could
contain cooler than expected temperatures from the Northern
Plains into the foothills of the Rockies with the filtering of cooler
e air from the Northern Tier possible. The MJO could progress
into Phase 2, emphasizing the chance for stronger warmth for
the Northeast in the latter part of the periad. Stronger warmth
could exist across the Narthwest for the latter part of the period
as well.

Previous

Forecast Confidence: 7

ast Valid: Thu, 7/5.

2 b

Previous

oN

Forecast Confidence: 6

Previous

‘.,

Forecast Confidence: §

Forecast Confidence: 4

3 A +3F to +4F[E3) A +5F to +7F

MA +8F to +14F
d MB -8F to ~14F

SA +15 or Higher
SB -15 or Lower

B-3Fto 4F 1B -5Fto -7F
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Weekly Natural Gas Storage Report Page 1 of 1
S U.S. Energy Information Administration [ "
independent Statistics end Analysls Glossary
Home > Natueal Gpa > Weekly Notural Gas Storege Repon
Relesce Sche
Weekly Natural Gas Storage Report B b or faail Undates
Reteased: Jung 28, 2012 at 10:30 a.m. {eastem tima) for the Week Ending June 22. 2012
Next Refeasa: July 6, 2812
Waorking Gas in Underground Storage, Lower 48 other formats: Summary TXT €5V
Stocks in biltion cubic feet (8cf) Historicat Comparisons . Data
Reglon Year Ago (06/22/11) S§-Year (2007-2031) Average "
06/22/12 | ©06/15/12 Change  f—smiins S Cimnge Storis (5 % Chamge History (XLS)
5-Year Averages, Maxlmun,
East 1,477 1,443 34 1,111 32.9 1,189 24.2 and vém‘Ago sm'cks
West 456 447 9 331 37.8 372 226 xts)
|Producing 1,130 1,116 14 967 16.9 850 27.0 References
T 2,410 27.1 450 X
otal 3.063 2,006 57 " 2,45 250 Differences Between Monthly
Netes and Definitions and Weekly Data
Revision Policy
Beginning with the report period for the week ending March 16, 2012, EIA is including salt dome and nonsalt- Perfarmance Evatuation
dome subtotals for the Producing Reglon in the Summary section.  The sum of the components may not equal Related Links
the total for the Producing Region, ¢ of pendent r i
Storage Basles
Summary Natural Gas Weekly Update

Working gas In storage was 3,063 Bef as of Friday, June 22, 2012, according to £1A estimates. This represents a net . Natural Gas Navigator
increase of 57 Bef from the previous week . Stocks were 653 Bef higher than last year at this time and 633 Bef above the

5-year average of 2,450 ficf. In the East Region, stocks were 288 Bcf above the 5-year average following net injections of

34 Bef. Stocks in the Producing Region were 240 Bcf atiove the S-year average of 890 Bcf after a net infection of 14 Bef.

Stocks in the West Region were 84 Brf above the S-year average after a net addition of 3 Bef At 3,063 Bcf, tota) working

gas Is above the S-year historical range.

Working gas stocks in the Producing Region, for the week ending June 22, 2012, tolaled 1,130 Bef, with 267 Bl in salt covern facilities and
862 Bef in nonsall cavern facililies. Working gas stocks increased 2 Bef in the salt cavem fadliities and increased 11 Bcf in the nonsalt covem
facilities since June 15. An historical series of the salt and nonsalt sublotals of the Praducing Region is avaitable for downioad at:

r. 2 i

g 1t YearRange

409 4 sauicer U5 EIA Offlceat Ensrpy Statlsticn 400
a . ]
] ] 2 T % z = o ]
T T T - = " - -
a T
s 5 & ¥ 5 3§ & @ ¢

Nota: The shaded area Indicates the range between the historical minimum and maximum values for the
weekly series from 2007 through 2011,
Source: Form E1A-912, "Weeldy Underground Natural Gas Storage Report.” The dashed vertical lines indicate
current ami year-ago weekdy periods.
Privacy/Security | Accessibility § Copyright & Reuse « Contact Us  Feedback { Careers | About EIA

Fedstats | USA.gov | Department of Energy
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PIRA :

North American Gas Price Overview
Per MMBTU
June 26, 2012 Release

Average ' { Average
2012 | i 2013

[Winter 2 16!{”‘; fo - | Winter 2012] $
{2011 | {2013 |

/G

Hedging Meeting 6-29-2012.xIsx 6/27/2012 PIRA Prices
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June 26, 2012 ' NATURAL GAS

U.S. GAS PRICE SCORECARD: JULY 2012 - MARCH 2013

Besrish Mewtral Bullish
EH

i gas ‘tig .counts, producnon show, “no’
bstantlve ‘slowdown. But a large sequential
p fore November still appears required to halanca
the market batring bullish weather anomalles.

The long ited jump of Canadian exports ins more
subdued, partly due to lower production and enough storage
refns to keep the Y/Y surplus near 150 BCF by end-June.

) & YI¥ storage surplus of ~600 BCE will
ulr a.~2,5 BCEDYIY stowdown of injections over the next
bla capacity limits — a challenging !ask

Domestic Production

U.5. Net Trade

U.S. Storage Levels

) . Despite higher gas prices, incremental YIY coalto-gas
Electric Generation (EG) [ 2] substitution (~2.7 BCFe/D) Is forecast to drive gas-fired EG
higher Y/Y by 3.0-3.5 BCFID over the next !our months,

Lower 48 production wlll feel the effect of the gas-oriented
drilling collapse, th , reducing Y/Y output, despite the
partiatly oﬂsemng impacl o! more assoclmed gas.

xpy 4T ﬂad hlghpr
vand south of the brder,

A wealhcr-drlven demand rebound and lower produchon are
farecast to generate sizable Y/Y storage deficits in 1Q13.

Gas demand wm geta boost from incremental space heating,
if heating degree days are closer to normal

Domestic gas balances will struggle to cope with the storage
surplus, allhough we expect bullish momentum to build
prlce prosp

Non-commercial trading has slowed In recent weeks, the likely result of turmoil across most financial markets {including
commodilies and equities) as uncertainty surrounding the global and U.S. cconomies has increased. in the case of natural gas,
the combined NYMEX/ICE long futures position was pared by ~18,000 lots, while short holdings expanded by ~10,000 {ots —
relatively minor changes when compared to the sizeable changes recorded in the preceding months.

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www pira com 2
For autharized subscribers only Copyright © 2012 PIRA Energy Group. All rights reserved
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Gas Price Predictions

According to Wood Mackenzie assuming normal weather, a gas price below $2.25 puts
too much gas demand in play from the power sector, prices above $2.58/MMbtu will
push too much gas into storage. “With competitive gas prices and high coal stockpiles,
generators can respond quickly to changes in relative fuel prices, so even if the heat
stretches into July and August, those stockpiles will keep Henry Hub well below
$3.00/MMBtu.

US gas prices to recover to $3.50 in 2013 from an estimated $2.50/MMBtu average in
2012 according to the International Energy Agency. 2013 will be a “turning point” for US
gas prices as producers pull back even as demand rebounds. Gas prices are expected
to rise back over $4.00/MMBtu by 2014, resulting in gas production increasing again
due to a large number of wells drilled but not completed.

North American gas prices will need to rise significantly from current levels if producers
hope to recover drilling costs according to ExxonMobil. Exxon and other producers are
“all losing our shirts” with gas prices below $3.00/MMBtu. “Today we're seeing these
very low prices because the industry overshof when we had those six, seven, eight and
nine-dollar prices. Now we have overdeveloped.” “We have a historic opportunity to
rejuvenate the American economy and rejuvenate American manufacturing and
competitiveness because we now have a long-term stable supply of natural gas.”

/8
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Coa}-to-Gas Switching

Gas equals coal’s power-gen share for first time

Natural gas and coal each accounted for 32% of electricity generated in the US in April
according to EIA. This is the first time natural gas has matched coal since EIA began
collecting data in 1973. In 1973 coal accounted for 45.5% of generation and gas made
up 18.3%. The EIA report indicated that the average spot price of Henry Hub gas was
$17.80/MWh in April while the average spot price of Central Appalachian coal was
$30.76/MWh.

Analysts see room for more coal-to-gas switching

There is room for natural gas to take more power-generation market share from coal
this year, but switching would be tightly linked to spot gas prices and could see a
pullback in 2013. Coal plants would take back incremental market share as gas prices
climb past key benchmarks in the upper $2, and at $3 and $4/Mcf. Credit Suisse
estimates that switching would peak in the July/August period at 5 Bef/d assuming gas

~ at $2.50/Mcf but just 500,000 Mcf/d if gas were to rise to $4/Mcf. Credit Suisse for 2013
sees gas’ market share down year-over-year depending on gas price assumptions, with
$3.50/Mcf gas potentially looses 1 Bef/d to 2 Bef/d of demand.

Coal-to-gas switch happening faster, but pace likely to slow

Low gas prices have pushed utilities to switch from coal to gas at a rate not seen in
years, but the pace will likely slow due to reliability issues and generation limits. Power
burn was up 1.7 Bef/d to 31 Bef/d a 27% increase from last year. Utilities, as summer
heat approaches, run their coal-fired plants even though they are less economic
because they want gas-fired plants in reserve in case of spikes in demand. Additional
switching will likely be limited by the amount of gas-fired generation currently available
in the US.

Several factors limit coal-to-gas switching

FBR has indicated they expect coal-to-gas switching during the summer months to be
“very limited” but will lead to “significant but not extraordinary” switching levels for 2012
as a whole. FBR estimates incremental coal-to-gas switching of about 3 to 3.5 Bcef/d will
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occur for 2012, compared to 2011. Limiting factors include combined-cycle gas turbine
utilization, forced burns of coal and reliability concerns will cause utilities to run coal
plants instead of gas regardless of price signals. “As for the future of the industry, many
utilities and regulators fear that heavy reliance on natural gas will prove to be risky given
the inherent volatility in natural gas prices, but our sense is that the allure of today's
cheapest option (natural gas) will be hard to resist long term.”

Fuel-switching ‘most important dynamic’ for gas

Fuel switching offers a viable long-term solution for the natural gas industry to rebalance
supply and demand. “Fuel-switching is the most important dynamic to watch for in
2013. Baseload coal plants are losing market share.” Less gas will be available for
injection into storage. According to BNP Paribas, fuel-switching alone will not boost gas
consumption enough to keep up with supply. Other factors critical to increasing
demand going forward include LNG exports, growing fertilizer and ammonia demand,
and regulatory changes-—including the Cross-State Air Pollution Rule concerning power
plant emissions. Paribas expects Henry Hub prices to average $2.75/MMBtu in 2012,
$4.00/MMBtu in 2013 and $8.00/MMBtu in 2015.
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
June 10, 2012 Release
[ Jan-f0 | 583 [ Janii | 449 Jan-12 267 [ Jand3 ] 324
Feb-10 5.32 Feb-11 | 4.09 Feb-12 2.50 Feb-13 320
Mar-10 4.29 Mar-11 397 | Mar-12 218 Mar-13 3.14
Apr-10 4.03 Apr-11 425 Apr-12 1.95 Apr-13 31
| _May-10 4.14 | May-11_ 4.31 May-12 243 |_May-13 31
Jun-10 4.80 Jun-11 4.55 Jun-12 2.41 Jun-13 3.12
Jui-10 463 Jul-11 4.42 Jul-12 249 [ JuM3 3.18
Aug-10 4.32 Aug-11 4.05 Aug-12 260 Aug-13 318
Sep-10 3.89 | Sep-11 | 3.90 Sep-12 2.64 | Sep-13 | 3.22
Oct-10 3.43 Oct-11 3.56 Oct-12 273 Ocl-13 331
Nov-10 3.7 | Nov-11 3.24 Nov-12 2.87 Nov-13 340
Dec-10 4.25 Dec-i1 | 317 Dec-12 3.18 Dec-13 3.53
L Dectl .k
z |
Average ! Average Average Average
2010 s | 2011 2012 $ ‘ 2013 | §
Summer $ Summer Summer $ ‘ Summer $
2010 2011 2012 2013 |
Winter 2010-} ¢ { [Winter 2011 Winter 2012 ¢ 1
2011 2012 2013 ;
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Winter Strip Nov12 - Mar13
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Summer Strip 2015
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Indspendent Staiistics & Analpsis

U.S. Energy Information
Administration

Short-Term Energy Outlook

Natural Gas

U.8. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.5
billion cubic feet per day (Bef/d) in 2012, an increase of 2.7 Bcf/d {4.1 percent) from 2011 and a
downward revision of 0.7 Bef/d from last month’s Qutlook. This month’s Qutlook revises
downward the forecast for residential and commercial consumption to reflect a decline in total
projected 2012 heating degree-days as reported by the National Oceanic and Atmospheric
Administration. EIA expects that large gains in electric power use will offset declines in
residential and commercial use.

Projected consumption of natural gas in the electric power sector grows by nearly 20 percent in
2012, primarily driven by the increased relative cost advantages of natural gas over coa! for
power generation in some regions. Consumption in the electric power sector peaks in the third
quarter of 2012, at 30.2 Bcf/d, when electricity demand for air conditioning is highest, This
compares with 27.7 Bcf/d during the third quarter of 2011.

Growth in total natural gas consumption slows in 2013, with forecast consumption averaging
71.3 Bef/d. However, unlike 2012, growth in 2013 is driven by consumption increases from the
residential, commercial, and industrial sectors. A forecast of closer-to-normal winter temperatures
drives increases in residential and commercial consumption in 2013 of 7.4 percent and 5.7 percent,
respectively. Power-sector gas burn remains at historically high levels with littie change from 2012
levels.

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bcf/d (7.9 percent) in 2011. This strong growth was driven in large part by increases in shale gas
production. While EIA expects year-over-year production growth to continue in 2012, the

projected increases occur at a slower rate than in 2011, as low prices reduce new drilling plans.

According to Baker Hughes, the natural gas rig count was 588 as of June 1, 2012, down from a 2011
high of 936 in mid-October, making it the lowest rig count since 1993. EIA’s production survey indicates
natural gas marketed production fell by 0.25 Bcf/d from February 2012 to March 2012, and February
2012 production was revised downward from previous estimates. EIA expects mostly flat production
through the fall, but overall 2012 production still averages 2.3 Bef/d (3.4 percent) above 2011 levels.
Declining production from less-profitable “dry” natural gas plays such as the Haynesville Shale are offset
by growth in production from liquids-rich natural gas production areas such as the Eagle Ford

and wet areas of the Marcellus Shale, and associated gas from the growth in domestic crude oit
production.
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Based on the outlook from National Oceanic and Atmospheric Administration for the current
Atlantic hurricane season, EIA estimates a 70-percent probability that total shut-in natural gas
production in the GOM during the upcoming hurricane season {June through November) will fall
somewhere between 5.8 and 16.2 Bcf, with a median outcome of 9.5 Bcf (an average of 0.05
Bcf/d over the 6 months). There is a wide range of uncertainty around this forecast . The bulk of
outages are expected during the late summer and early fall months of August, September, and
October.

West Texas Intermediate (WTI} crude oil spot prices averaged more than $100 per

barrel over the first 4 months of 2012. The WTI spot price then fell from $106 per barrel
on May 1 to $83 per barrel on June 1, reflecting market concerns about world econamic
and oil demand growth. EIA projects the price of WTI crude oil to average about $95 per
barrel over the second half of 2012 and the U.S. refiner acquisition cost of crude {RAC)
to average $100 per barrel, both almost $11 per barrel lower than last month's Qutlook.
EIA expects crude oil prices to remain relatively flat in 2013. This forecast rests on the
assumption that U.S. real gross domestic product (GDP) grows by 2.2 percent this year
and 2.4 percent next year, while world oil-consumption-weighted real GDP grows by 3.1
percent and 3.5 percent in 2012 and 2013, respectively. The recent economic and
financial news that points towards weaker economic outlooks could lead to lower
economic growth forecasts and further downward révisions to EIA’s crude oil price
forecasts.
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Gas Resources
Hedging Program
Market Indicators Summary
July 27, 2012
Price Page
iPmssure TermJ ) Comments Ref

Weather

NOAA predicting above average temperatures for August 2012-October 12

tong Term Forecast (July 12-Sept 12) Long 2012 over the majority of CONUS

Lo August is predicted o be 8.8% warmer than normal based on 10 year 3
g s and Sep! weather Is predi ta be 8.4% above nommal

Above and Much Above over most of CONUS with the exceplion of the

Mid Term Forecast (30-60 days)

— | — [

Short Term Forecast (6-10 days) Short West Coasl and portions of the East Goast during the periad. 1
Tropical cyclone formation us not expected during the next 48 hours.
Private weather forecaster WSI has ralsed fts Alantic humicane forecast

ivi e

Tropical Starm Activity Srart by one to 13 named stonms citing warmer water lemperalures in the North

Attantic,
Storage Inventory
g for the week ending July 20th were 26 BCF. Storage

levels are at 3.183 TCF which Is 18.0% higher than last year and 15 8%
hgher than the § year average. Thres months ago storage levels were
climbing so rapidly thal analyst projected that the maximum capacity

EIA Weekly Storage Report i Long |uouid be reached and that the sumplus to the five-year averags would 15

ckmb beyond 1 Tef However, after a hotler than normat summer,
|dramatic boost in coal-to-gas switching, neither of the options seems
likely,

industry Publications
PIRA Ehergy Gi || GAS PRICE SCORECARD: Gas Price Outiook for Oclober 2012~

Winter 2012/1 f Long (Decemnber 2013 "Bulish®. Prices during the period are unfikely to be high | 16.17
Summer 2613: enough {o re-vitalize dry gas drilfing.

Baretay's forecasts 2013 to average 53 25/MMBly. Barclay's outiook for

the rest of the injection season suggusts that gas prices can stay ata

T l fevel not far from $3 in August, but then must comect lower in Sept and
Long {OcL or risk 2 price-depressing storage fl. The following are 2013 gas 18

price forecasts:  Tudor Pickering Hott~$3.65/Mcl, FBR Capital-

$3 50/Mcf, Credit Suisse~$4.00/MMBtu, Wood Mackenzie—

$3.95MMBl, Paribas~$4 00/MMBtu

Gas Rally--Price Predictions

Perceptions of fual-swilching abilty Imk gas price rally as prices approach
$3/MMBI according to Paribas. However, Paribas beliaves the actual
fuek-switching threshold price & higher due to higher than expected
delivered coal costs. "By plotting defivered coal prices against plant

Gas Daily~Coal-to Gas Switching f Long capacity levels, it becomes ciear that at best only 37% of US coal plants 19
would operate if gas prices remained at or below$3/MMBtu, ! prices
leventually fdse to 34, then two-thirds of Instalied coal capacity would
theoretically operate at a profit™
Govemment Agencles
sv';i;g‘i %?;:?}c;?:‘;?msmmﬁ l Long The projected Henry Hub nalura! gas spol price averages $2.582/MMBtu 2
s 215 3
Summer 2013: $3.157 for 2012 and $3.215/MMBlu for 2013
Technical Analysls
Winter 2012-13 Strip Chart f Short |Closed at $3.48 21
Summer 2013 Stip Chart ¥ | shont | Closed at 3362 2
Winler 2013-14 Strip Chart } | short [Closed at 5402 2
Semmer 2014 Strip Chart F7 | shont |closed at $3.97 : 24
Winter 2014-15 Strip Chart f Short {Closed al $4.31 25
Summer 2015 Strip Chart f Short [Closed at $4,15 26
Economy
E1A projects total natural gas consumption to grow by 4.9% to 69 9 Beild
in 2012 resulling from large galns in electric power generation. 7
Demand T Long | sonsumption growth stows In 2013 o an average of 71.1 Befid—this 2728
growlh driven by it andthe i seclors.
Tolal Juction grew by an esti d 4.8 Beflday or 7.8% in
2011, the largest ic I history. Production growth wili
- .
Supply Long |continue in 2012 and 2013 but at a much lower rate dus to low prices 2128
impacting new driling plans, N
ElA expects WTI spot prices to average of $88 per bame! over the second
’ PPR— half of 2012 this is 2 reduction of about $7 per barrel from last manths g
Qil Macket Long forecast due to concems about the wodd economy and ol demand 2728
growth,
A Minutes: 426 Annex C Room » 10:00 am

Altendees. Jim Mehring, Jelf Kern, Joachim Fischesser, Terry Bales, Mitch Martin, Steve Niederbaumer

Discussed current markal conditions including cument weather forecasts {continued heat), storage levels, various analysts projections, impact of
coakto-gas switching, 83 well as E1A's forecasts for Supply and Damand of the Natural Gas markets and Ol prices and the current positions of the
Hedging Programs. Significant discussion took place around stora fs~curment level in storage was not reached until mid-September last
year, to reach the 5-year average balance, injections must averag: 3cPs (white the S-year average is 56 Bof's) for the remaining 15 weeks of
the infection season. Based on the discussion, no additonal hedging was recommended.
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712512012

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged 1o Date Next Target (10/31/12)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Nov-12
Dec-12
Jan-13
Feb-13

Mar-13
Winter 12/13
Storage Gas

Excluding Storage Gas
including Storage Gas
Target Levels By Oclober 31, 2012

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Summer 2013
Target Levels By March 31, 2013

Nov-13

Dec-13

Jan-14

Feb-14

Mar-14

Winter 13/14

Target Levels By October 31, 2012

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
QOct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

Target Levels By October 31, 2012

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Qct-15
Summer 2015
Target Levels By March 31, 2013



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price
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5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
(07/08-11/12) | (2011-2012) 20-Jul-12 | 10-Jul-12 | 27-Jul-12 Ohio  Kentucky
Aug $557 $4.37 $2660 | $3.105
Sep | $484 | $386 $2690 |  $3.090
Oct $5.04 $3.76 $2770 | $3.106
Nov $4.97 $3.52 $2910| $3.262
Dec | $524 | $3.36 $3200 | $3.516
Jan $5.28 $3.08 $3250 | $3.639
Feb | $495 | $2.68 $3190 |  $3.648
Mar $4.81 $2.45 $3130 | $3.615
Apr | $470 | $2.19 $3000 | $3.583
May | $5.06 | $2.04 $3.000 |  $3.605
Jun | $527 | $243 $3110 | $3.642
July | $578 | $2.77 $3.130 |  $3.684
12 Month Avg $5.13 $3.04 $3.018 $3.458
Summer Average $2.934 $3.402
Winter Average $3.136 $3.536

$6 00

$550
$500 |
$4.50 1
$400 1
5350
$300 &

$2.50

$2 00

Aug Sep Oct Nov Dec Jan

Feb Mar Apr May Jun July
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MDA

EarthSat Weather

Updated: S s ‘ S
Jul 25,2012 3 Ty Jul 25,2012 ).
+5.0 EEl+3.0to +4.9 R +2.0 10 +2.8 [C]+1.0t0+19 , 0 “1.0t0-1.9 EBl.2.0t0 -2.9

[J-0.8t00.9

Warmear northern Plains/upper
Midwest

Drought continues to drive heat
in mid-continent

East Unchanged Cooler Northwest

Warm changes were made to our final August forecast with a +3F or The Seplember forecast features some minor warrm changes with
greater anomaly area added across the drought-stricken central Plains aboves extended back into the notthern Plains and northwestemn

and western Midwest and more +2F anomalies extending from the upper Midwest and to a lesser extent in the Interior Northeast. while some
Midwest and northern Plains back through parls of the Rockies. The cool changes are seen in the Northwest. Drought and persistence
drought is the major driver of the forecast change here, as we've seen remain the main factors in the forecast with the long term -PDO and
July come int extremely hot in the major drought areas of the mid- +AMO signals leading the way. The burgeoning €1 Nino remains a coof
continent. If July is any indication, +3F may not be hot enough as July is risk, but its impacts may be more likely 1o take shape later in the fall
set lo fealure widespread anomalies of 5-8F across the Midwest and The most recent run of the CFS mode! supports the heat across the
Plains The forecast accounts for the possibility of a pattem change in Midwest and Plains as well. The tropics may eventually fend to a cool

the lalter pant of the manth, but given persistence the risk to the forecast risk in the South or East
would still be more likely to the hotter side in the mid-continent, with a
variabllity-driven coot risk in the East,

Aug PWCDD** Forecasts *10Y Normal updated to 02-11 | | Sep PWCDD** Forecasts "10Y Narmal updated to '02-11

10Y Normal* 3216 o
Aug 2012 Fest:| 350.0 [sovomai 3070 | | Sep 2012 Fest;) 188.0 |
Aug-2011 348.5 Sve’pv2011

Change: +7 .
g “*National Poputation-Weighted CODs Change: +3

““Natonal Poputsan- Weighted 0D
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Meteorologist; BH/IS EarthSat Weather

“Heat Remains Mired In The Central States*
*Storms Lead To Early Uncertainty in East*

Strong levels of heat continue to roas! the central states, with
much above normal anomalies spanming the Plains and western
Midwest. Afternoon highs could spike higher than forecast due
to drought impacts, especially early After a seasonal beginning
to the period featuring some uncertainty with the details due to
storm impacls, temperatures look 1a increase in the Mid-Atlantic
and Northeast with New England in particular seeing some hot-
ter potential. If this heat is able to shift into the Northeast the
northern Plains could end up turning cooler than predicted. The
weslern states continue to see mostly seasonal conditions, but
could briefly nse a little hotter late.

Previous

Forecast Valid: Fri, 8/3 " =

Previous Previous

Kot
-

Previous

ey

Forecast Confidence: 7

Forecast Confidence: €

1A +3F to +aF [E A +5F to +7F Bl MA +8F to +14
[F1B -3F to -4F [EHB -5F to -7F B MB -8F to -14F [

4 SB -15 or Lower




Weekly Natural Gas Storage Report

eiq U S Enargy lnformation Adminstation
indapendent Slhslics ph Aray g
Home > Najural Gas > Weekly Naturat Gas Sterage Repart

Weekly Natural Gas Storage Report

Glossary
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Releass Scheduls
Siap Up for Emall updates

Released: Juty 26, 2012 at 10:30 a.m. {eastern time] for the Week Ending July 20. 2012
Next Retease: August 2. 2012

Working Gas in Underground Starage, Lower 48 other formats Summary TXT 5V

Data

S-Year Avarages, Maximum,
in and Year-Ago Stocks

References

Differences Between Monthly

Stocks in billlon cubic feet (Mef) Histarical Comparlsons
East 1,575 1.555 20 1,327 18.7 3,408 1.5
West 495 288 7 386 282 507 216 (xLsy
Producing 1,119 1,120 B 989 131 938 19.3
Totat 3,189 3,163 26 2,702 18.0 2,754 158 .
Notes and Delinitlons and Weeldy Data

Beginning with the report period for the week ending March 16, 2012, EIA is including salt dome and nonsalt-
dome subtotals for the Producing Region in the Summary section. The sum of the components may not equal
the total for the Praoducing Region, because of independent rounding.

Summary

Wworking gas in storage was 3,189 Bcf as of Friday, July 20. 2012, according to £1A estimates. This represents a net
increase of 26 Bel fram the previous week. Stocks were 4B7 Bef higher than (ast year at this time and 435 Bef above the
S-year average of 2,754 Bef. In the East Region, stocks were 167 Bef above the S-year average following net injections of
20 Bef. Stocks mn the Producing Region were 181 Bcf above the 5-year average of 938 Bef after a net withdrawal of 1 8¢f
Stocks in the West Region were 88 Bcf above the S-year average after a net addition of 7 Bcf AU 3.189 Bef. 1otal working
gas Is above the S-year historicat range

Warking gas stocks in the Producing Region for the week ending Juiy 202012 totaled 1 119 Bl with 242 Bef in salt cavern faciltes and
877 Bef o nonsall cavam {acililios Working gas stocks decreased 5 Bel in the salt cavern faciities and increased 4 8cl in the nonsalt caven
facilities since July 13 An hislonical seties of the sall and nonsslt sublalais of the Producing Region is ava-lsble for download at

wnass produging region SalLxts.

Wonthiting G500 Bides sostiond B agst Comgaaterbmtth s Yon Rangs

U0
3600
3200
2580
2400
ZAR
1,500
1,200

3on

P

Bifon Culidc Fert

Jon iy

o

Judag
Jana

Note: The shaded area indicates the range between the histerical misimum and maximum vatues for the
weekly series from 2007 through 2011

Source: Form EIA-312, "Weekly Underground Natural Gas Storage Report.” The dashed verticat lines indicate
current and year-ago weekly periods.

Revision Policy

Performance Evaluation
Related Links

Storage Basics

Natural Gas Weekly Update

Natural Gas Navigator

Privacy/Security | Accessibility | Copyright & Reuse « Contact Us | Feedback | Careers j About EIA

Fedstats | USA gov | Department of Energy

75

http://ir.eia.gov/ngs/ngs.html

7126/2012
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PIRA
North American Gas Price Overview
Per MMBTU
July 20, 2012 Release
Jan-10 CJan-11 “Jan-12 - Jan3
Feb-10 Feb-11 Feb-12 | Feb-13
Mar-10 ¢ Mar-11 Mar-12 ¢ Mar-13
L _Apr10 _ Apr-11 Apr-12. . Apr-13
| _May-10 | May-11 May-12 ~ May-13 |
¢ Jun-10 Jun-11 Jun-12 Jun-13 |
Ju-io Jul-11 Jut-12  duk3
. Aug-10 Aug-11 Aug-12 Aug-13
i Sep-10 Sep-11 Sep-12 Sep-13 -
Oct-10 Qct-11 Oct-12 Oct-13
Nov-10 Nov-11 Nov-12 Nov-13
Dec-10 Dec-11 Dec-12 Dec-13
Average y Average Average ' Average '
2010 $ : 2011 $ 2012 $ 2013 ¢
Summer s Summer s , Summer s Summer $
2010 : 2011 ' 2012 2013
Winter 2010+ ¢ . Winter 2011 | Winter 2012-
2011 ' _— 2012 2013

e
Hedging Meeting 7-27-2012.xlsx 712512012 PIRA Prices
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July 20, 2012 NATURAL GAS

U.S. GAS PRICE SCORECARD: 2013 EARLY-BIRD

Bearish Meuirst Bullish

Guld dépréss YiY. grodhciloﬁ,at

Dry. jond] 2 and shale gas playsie.g. -
Vi shoutd ' \ead lhe dowr\trend barring suslained i
gas pnces in excess of ~$34.50.

wer'48:Gas Produttidn

The growth of oil drilling should moderate as defiverability

. . —— - depletion losses from post-irst-year wells increase rapidly.

Associaled Gas Production . I Yet, Y/Y associated gas expansion should come close fo
mmchmg the current year 5 growth

uction logses a
iShaleigas output. -

Canadian production should trend lower into 1013 before
recovering slightly in 2Q13 thanks to higher gas prices and

U.8. Imports from Canada e expanding supply from liquid-rich plays. A colder, more
normal winter wiil Inflate Y/Y demand, with resulting net
exports declining by ~0.5 BCF/D
s -,

seen more than :

o I w
‘gactispol;uNQ e n

Ongoing growth of associated gas volumes should keep total
production close to flat and minimize higher U.S. exports.

PIRA's oullook for 2-3% growth in this sector excludes the

N g — impact of higher space heating in earty 2013 from a return to
Industrial Sector A normal weather. Minimal demand growth, excl. heating, i
2012 sets a Iow bar for 2013 but also |mphes downside risks.

PIRA's bullish 2013 gas prices relative to the NYMEX forward
curve are unlikely to be high enough to re-vitallze dry gas
drilling. The impact of much greater price-inelastic heating

October 2012 — December 2013 [y toads, coupled with lower Y/Y domestic production, should
yield high enough gas prices to diminish EG coal-to-gas
substitution without leading to storage-congested injection-
season pricing

PIRA Energy Group. 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www pira.com 2
For authorized subscribers only. Copynght @ 2012 PIRA Energy Group. All rights reserved

/7
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Gas Price Predictions

Barclays has revised their third-quarter forecast up 31% to $2.70/MMBtu citing the hot
weather and low-priced natural gas displacing coal fired generation. Barclays did not
change their fourth quarter estimate of $3/MMBtu and full-year 2013 forecast of

$3 25/MMBtu. “Our base outlook for the rest of the injection season suggests that gas
prices can stay at a level not far from $3 in August, but then must correct lower in
September and October or risk a price-depressing storage fill.”

Tudor Pickering Holt has cut their long-term forecast for 2016 and beyond from $6/Mcf
to $5/Mcf. In addition, their prediction for the last half of 2012 is an average of
$3.06/Mcf and $3.65/Mcf for 2013. Between 2014 and 2016 they predict gas will
average between $4.25/Mcf and $4.50/Mcf.

Citing gas production declines to balance market and lift prices in 2013 FBR Capital is
predicting that 2012 prices will average $2.49/Mcf, improving to $3.50/Mcf in 2013,
$4/Mcf and $4.50/Mcf beyond that.

Gas prices {o recover to $4/MMBtu by the end of 2013 according to Credit Suisse
Credit Suisse expects gas production to decline through 2013 which will help tighten the
supply/demand balance and raise prices. Credit Suisse estimates that gas inventories
will remnain higher than the five-year average this year and could reach a record 4.049
Tcf by the end of the injection season.

“Through withdrawal season (2012-2013), the impact of the rapid decline in dry gas
drilling through the first half of 2012 will be evident. Lags between drilling declines and
production declines can be muddied by the timing of well completions, but six months is
a good rule of thumb. The productivity of the gas and ol rig fleet has fallen from 9 Bcfd
at the start of the year—enough to offset declines of 8.5 Bcfd from existing wells—to 7.0
Bcfd today. Neither high-grading nor continued rig efficiency nor the backlog of
uncompleted wells is nearly enough to offset the extremely low rig count. As a result,
we remain more bullish on 2013 gas pricing relative to the NYMEX strip and expect a
Henry Hub price next year of $3.95/MMB{u.”

/g



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 99 of 317

Coal-to-Gas Switching

Perceptions of fuel-switching ability limit gas price rally according to BNP
Paribas

The perception that gas-fired generators would lose market share to coal plants as gas
prices approach $3/MMBtu has limited summer price recovery. According to Paribas
the actual fuel-switching threshold price is higher due to higher-than anticipated
delivered coal costs, most expensive coal deliveries occur in parts of the country with
significant summer air conditioning requirements, and the wide range of delivered coal
prices suggest that large step changes in gas prices will be needed to shift the load
back to coal generation.

“By plotting delivered coal prices against plant capacity levels, it becomes clear that at
best only 37% of US coal plants would operate if gas prices remained at or below
$3/MMBtu. If prices eventually rise to $4, then two-thirds of installed coal capacity
would theoretically operate at a profit.”

With less than a month left of peak air-conditioning deménd, Paribas is of the opinion
there is little in the way of fundamentals to re-ignite buying interest. Paribas 2012
prices forecast of $2 70/MMBtu and $4.00/MMBtu for 2013.

June EIA data has shown that production curtailments announced in the first quarter of
2012 were already offset by associated gas growth early in the second quarter. EIA has
revised up its dry gas production for the year by 0.56 Bcf/d.

Paribas expects inventory levels to be 3.89 Tcf at the end of the injection season. This
1.4 Tcf build during the injection season is the smallest build in more than 20 years and
falls short of analyst expectations.

“In light of additional background analysis on dispatch trends, we remain convinced that
electric power demand will continue to curb the build in inventories this year.”

19
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Energy Information Administration
Henry Hub Pricing
- Per MMbtu
July 10, 2012 Release

Jan-10 5.83 Jan-11 4.49 Jan-12 2.67 Jan-13 3.25
Feb-10 532 Feb-11 409 Feb-12 250 Feb-13 3.19
Mar-10 4.29 Mar-11 397 Mar-12 2.18 Mar-13 3.13
Apr-10 4.03 Apr-11 4.25 Apr-12 195 Apr-13 3.09
May-10 414 May-11 4.31 May-12 2.43 May-13 3.09
Jun-10 480 Jun-11 4.55 Jun-12 2.47 Jun-13 31
Jul-10 463 Jul-11 4.42 Jul-12 2.55 Jul-13 313
Aug-10 4.32 Aug-11 4.05 Aug-12 2.66 - Aug-13 3.17
Sep-10 3.89 Sep-11 3.90 Sep-12 2.69 Sep-13 3.21
Oct-10 3.43 Oct-11 3.56 QOct-12 277 Qct-13 330
Nov-10 3n Nov-11 3.24 Nov-12 2.91 Nov-13 3.39
Dec-10 4.25 Dec-11 3.17 Dec-12 3.20 Dec-13 3.52
Average Average Average Average
2010 $ 2011 $ ‘ 2012 $ 2013 &
Summer Summer : Summer Summer
2010 5 2011 5 : 2012 $ 2013 $
Winter 2010- s Winter 2011 ¢ © Winter 2012,
2011 2012 2013
20
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Independent Stabistics & nalysis
U.S. Energy Information

Administration
Short-Term Energy Outlook July 2012

Natural Gas

U.S. Natural Gas Consumption. EiA expects that natural gas consumption will average 69.9
biflion cubic feet per day {Bcf/d) in 2012, an increase of 3.3 Bcf/d (4.9 percent) from 2011 and an
upward revision of 0.5 Bcf/d from last month’s Qutlook. EIA expects that large gains in electric
power use in 2012 will more than offset declines in residential and commercial use.

Projected consumption of natural gas in the electric power sector grows by 21 percent in 2012,
primarily driven by the increased relative cost advantages of natural gas over coal for power
generation in some regions. Consumption in the electric power sector peaks at 31.2 Bcf/d in the
third quarter of 2012, when electricity demand for air conditioning is highest. This compares
with 27.7 Bef/d during the third quarter of 2011.

Growth in total natural gas consumption slows in 2013, with forecast consumption averaging

71.1 Bef/d. However, unlike 2012, growth in 2013 is driven by consumption increases from the
residential, commercial, and industrial sectors. A forecast of near-normal weather next winter drives
2013 increases in residential and commercial consumption of 7.7 percent and 4.5 percent, respectively
Although projected natural gas burn in the electric power sector declines by 1.9 percent from 2012, it
remains at historically high levels in 2013.

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bcf/d (7.9 percent} in 2011. This strong growth was driven in large part by increases in shale gas
production. EIA expects continued year-over-year growth in 2012, though not as strong as the
previous vear . This month’s Qutlook revises upward the forecast for marketed production for 2012,
partially reflecting upward revisions to historical data for the first few months of the year. EIA, however,
expects a small drop in production in the coming months, reflecting the decline in rigs since October
2011. According to Baker Hughes, the natural gas rig count was 542 as of July 6, 2012, up slightly from
last week, which was the lowest rig count since 1999. EIA’s production survey indicates natural gas
marketed production fell between February and March 2012, but rebounded in April. Declining
production from less-profitable “dry” natural gas plays such as the Haynesville Shale is offset by
growth in production from tiquids-rich natural gas production areas such as the Eagle Ford and

wet areas of the Marcellus Shale, and associated gas from the growth in domestic crude oil
production

Based on the outlook from National Oceanic and Atmospheric Administration for the current
Atlantic hurricane season, EIA estimates a 70-percent probability that total shut-in natural gas
production in the GOM during the upcoming hurricane season {June through November) witl fall
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somewhere between 5.8 and 16.2 Bcf, with a median outcome of 9.5 Bef (an average of 0.05

Bcf/d over the 6 months. [n late June, Tropical Storm Debby caused several days of disruption to crude
oil and natural gas production. During the peak of Debby-related outages, 1.6 Bef/d of natural gas

was shut in, or about 35 percent of normal production. Almost all shut-in production resumed

after a few days with a total production outage of about 3.9 Bcf.

U.S. Natural Gas Inventories. Working natural gas inventories remain at historically high levels
for the time of year. As of june 29, 2012, according to EiA’s Weekly Natural Gas Storage Report,
working inventories totaled 3,102 Bcf, 602 Bcf greater than last year's level and 573 Bef above

the five-year average. The weekly report from June 15, 2012, marked the first time in EIA's

history that working inventories surpassed the 3,000 Bcf mark during the month of June. EIA

expects that inventory levels at the end of October 2012 will set a new record high slightly

above 4,000 Bcf, although the projected increase of 1,525 Bcf in working gas inventory during the 2012
injection season (from the end of March to the end of October) would be the smallest build since 1991.
in 2013, working inventory levels recede from record highs, although they will still remain abundant
compared with recent history.

Crude Oil Prices. EIA projects the West Texas Intermediate (WTI) crude oil spot price to average
about $88 per barrel over the second half of 2012 and the U.S. refiner acquisition cost (RAC) of

crude oil to average $93 per barrel, both about S$7 per barrel lower than last month’s

Qutlook. EIA expects WT1 and RAC crude oil prices to remain roughly at these second

half levels in 2013. Beginning in this month’s Outlook, EIA is also providing a forecast of

Brent crude oil spot prices, which are expected to average $106 per barrel for 2012 and $98 per barrel in
2013. These price forecasts assume that world oil-consumption-weighted real gross domestic product
(GOP) grows by 2.9 percent in both 2012 and 2013.
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Gas Resources
Hedgling Program
Market Indicators Summary
August 16, 2012

Prce

I Page
Pressure

Term } Comments Ref

Weather

NOAA predicting abova average temperatures for November 2012--

Long Term Forecast (Nov 12~Jan 12) T Long January 2013 over the northern to central portions of CONUS

{September is predicted {o be 12,4% warmer than normal based on 10

Mid Tern Forecast (30-60 days) T Long year nomals and Qclober weather is predicted to be 6 5% above normal,

Below early in the South with Above in the West. Later in the forecast
Normal oyer most of CONUS.

Tropica! cyclone formation us not expected during the next 48 howrs.
NOAA ralsed ils hurricane outiook to 12 to 17 named storms and five to
eight hurricanes, of which two to theee could become Category 3 in

strength,

1Storage injactions for the waek ending August 10th were 20 BCF.
Storage levels are at 3.261 TCF which is 15.7% higher than tast year and
12.5% higher than the § year average. According to PIRA the rapidly
narrowing storage surplus has reduced fears of a price crash driven by
storage congestion. According lo EIA, overat storage will bulld (o 2
record high of 3,854 Tcf by November 1st,

Short Term Foracast {6-10 days} <-— | Shart

Tropical Storm Activity < | Short

Storage Inventory

EIA Weekly Storage Report l Long

Indusiry Publications

PIRA Energy G GAS PRICE SCORECARD: Gas Price Outiook for October 2042
Winter 2012113 ? Long {December 2013 "Bulish®. Prices during the period are unlikely to be high | 16-17
Summer 2013; enough lo re-vitalize dry gas driling.

A tightening supply/demand balance will keep a floor under prices for the
rest of 2012 and Into 2013. An analyst for Raymond Jamas raised its

2012 price from $2.50 to $2.65, 2013 price $3.25 and 2014 price $4.00
T l Gas prices to remain rangebound as fueb-switching pattems shift

Gas Daily-Price Predictians L9789 o ccording fo Bank of America. BofA predicts 52 70 for 2012 and $3.50 for] 18
2013. Gas must hoid below $3 to avold storage glut-Barclays believes
gas prices need to be in the mid-$2MMBiu range to avold excesding the
4-Tcf thrashold. .
Shate gas creating industrial revival. Cheap natural gas has glven the US
a competi ge. US ind s have pians to invest
$70 to $75 bifkion In manufacturing projects. Several energy-intensive
comp have {ndi they will expand North American production P
Gas Dalty-increases in Demand 4 Long capacity. Demand to grow without price shock~Barclays estimates gas | 1020
demand could increase by 11.3 Bel/d between 2015 and 2020. Much of
the demand would come from LNG exporis and power-ganeration
resulting from coalfired capacity being retired.
Government Agencles
S\;}ﬁg Izr:,l?zrrlr;a;iosr;l;llvglnislralion l Long The projected Henry Hub natural gas spot prica averages $2.668/MMBiu 21
e o for 2012 a 3 345/MMBtu for 201,
Summer 2013: $3.264 for 2012 and $3.345/M o 3
Technlcal Analysls
Winter 2012-13 Strip Chant <« | Short IClosed at $3.37 22
Summer 2013 Strip Chart <~ | Short |Closed at $3.55 23
Winter 2013-14 Strip Chart <«—> | Short |Closed at $3.85 24
Summer 2014 Strip Chart <«—» | Short |Closed at $3.90 25
Winter 2014-15 Suip Chart <+— 1} Short jClosed a1 $4.24 26
Summer 2015 Strip Chart <+—+ | Short ICiosed at $4.08 27
Economy
E1A projects total natural gas consumption to grow by 4.8% 1o 68.8 Befld
in 2012 resulting from large gains In electic powar generation.
Damand T LOn | consumption growth slows In 2013 to an average of 70.9 Betld—this 2829
growth driven by ial, 1, and the Industrial sectors,
Total mark d grew by an esti d 4.8 Bcfiday or 7.8% in
2011, the largest ic i in history. Production growth wil
At .
Supply tong in 2012 and 2013 but al a much lowar rate due to low prices 229
i new driling plans.
EIA expects Brent crude spot prices to average about $103 per barvel
Oif Market P over the second half of 2012 this 1s a Increase of about $3.50 per barre! 26-29

Long fram last months forecast due to concems about the workd economy ard
oil demand growth.

Meating Minutes: 426 Annex Conference Room - 1:00 pm
Attendees: Jim Mahring, Jelf Kern, Terry Batas, Mitch Martin, Stove Niederbaumar
Discussed markel fundementals including weather. storage, consumption, supply. winter and summer srip chars, DEQ and DEK's hedging
program as well as analyst forecasts for future price movements. Discussion took place around analysl price predictions for 2012, 2013, and 2014
as well as arlicles conceming increases in demand. Significant discussion also took place regarding the high levels of gas in storage and the
impact on gas prices. Based on these factors a decision was made not 1o hedge additional volumes at this time but to monitor the market closely
for significant price moves.




KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 111 of 317

“SHILDW JBUARUNG %0 PUB SUILOW Jsiuip 10} %67 St 1anpoud BuiBpay jo adii sad pamoyje abelusmad wnunxew {4)

o, |PUOSEDG

abei0ig g pabpa v
(W) {suonasiu] “pu) Bic),
fuiq) 1epen

(W) lemeipyum abeiois
{wal {31es Ao} pabpayy

Aiddng waysAg jo v, jeuoseag
Ajddng waisAg jo ¥, pabipay
{ss50.0) Alddng walsAg palewysy

31e9 AW 1B yig Jad 5o3 palewnsy

Bwwng
BEHETTY
1500 pabpsy peppaguiy

31800 1503-0N

sdeg asug

3214 paxig

L 5i5hp0id BUIBpGH Jo S5

L

{tip) pabpay =104
{Aepuip) pabpa eio)

Dlic} PaxI4
Boud paxi4
30ud paxiy
80ugt Paxig
90ug paxty
SBPaH UNo WY

(o) siemespuiiag iBlog
UOR) LSiemespuim, Jano
(o) siemespuim SS4 001

{5°W) suswannbay (810§

{1PW) suondalul §S4 001

191) 15B283.04 peoy sjen AlD
38e0a10§ pes

210 g1-dag Zi-Gny cinp Ti-unp Zi-hew Zi~dy CL-ep Z2i-G8d Zi-uep Li93Q LisAON

2Hiviig0 jo sy
Z107 1990300 ~ 1407 Jaquaaol
UOHISOY JuBLNY - weiBoad BuiBpay
Aomusy ABleug ayng



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 112 of 317

"SUUOW JBWIWNG %0 PUB SUILOL JBJUIA JO} 46T st 1onpo.d Suibpay jo adAl Jad pamojie sbejusnsad wnuwixew {1}

% jeucseag

sbesolg 2 pebpan %

(3@} (suonoalul ow) 1oL

(19Q) 1Bien

{Wa) iemespyim sbeioig

(@) (8120 AD) pabpor
SDEIOIS t3iM pSbpsH 10V

Aiddng weysAg o 9, jeuoseag
Aiddng weysAs o », pabpay
(sso1p) Aiddng waishg pajewnisy

3129 AUS 38 yia Jod DOF pajewnsy

IBwwng
sapuipm
1503 pabpayy pappoquzy

S18Jj0D) 1S00-ON
sden 8dud
80U poxiy

1} SIoNpoIg BuibpoH o SadAL

{yIp) pabpay 1810,
(Aep/uip) pabipai j210)

LT Junouy

(OW) siemzipuim 12i0),
UOW) ,SIeMBIPUNA, J8UI0
(O} siemespuIIm SSH 00 L

(oW} swswainbay jejo)

(3ow) suonsaiul §S3 001

(JoW) 1se08I04 PEOT B1BD Ao
JSe08I0] PO

£1-150 gi-dag £1-bny et-nr £4-unp El-Aep €L-idy cl-reny

€1-084 ci-uer 4% Zi-AON

Z1ip1i80 j0 sy
€102 43G0320 - 7107 J8qusaoN
uopisod juaing - wesboid Buibpay
Awonjuay ABuaug ayng



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 113 of 317

"SUUCW JAluUIng %0y PUB SYIUoW Jatuim J0j %GE Si3onpoid Buibpay jo adA) sad pamole abejussiad wnwixepy (1)

9, jeuoseag

sbeso)s % pabpan %
(@) (suonoaly] “puy) eioL
(nQ) 1enen

(@) iemespyim sbeioig
(yiq) (a1es AuD) peBpay

Aiddng wisysAg jo 9, jruoseag
Ajddng waysAg Jo 9, pabpay
(ss049) Alddng walsAg pajewsy

a3en A1D e yiQ Jad 093 pajewisy

JBwwng
IBIUIAA
1500 pebpay pappequiy

SJE(jO] 1S03-ON
sded adug ™~
80Lid paxig
1) 5101poid Dulbpay Jo se

L

(uip) pabpay g0y
(Aeppyip) paBpai fejot
8dud paxid
8L paxid
80U paxid
SEpal jUnowy

(JON) siemeapuim [BI10L
~ UPIN) .siemeIpuiim, Jaui0
(W) siemelpuiim $S4 001

(o) suswasnbay {ejo)

(ow) suonosfus $S5 0DL

(3o1\) 15E28104 PEOT BjED) AND
1SETI04 pEG

V1450 yi-dag yi-Bny bi-inp yi-unr pi-Aep yi-idy bl-ew vi-qad bi-ver €1-08Q €1-AON

TLivLigo jo sy
Y102 4840320 - £1.0¢ 3GWaAON
uolisod uaung - weiboig Bulbpay
Axomuay ABiauzg axng



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 114 of 317

S0

§i-deg

S1-Bny

Si-inr

Gl-unf

S1-Aepy

Gi-ady Gi-iey

"SUIUOW JBUILNG %0% PUE SUIUOW JBJuIM 0} %52 st 1anpoud Buibpay jo edA) Jed pamoje abejusasad wnwxew (|)

ZLivL/e0 jo sy
§10T 4800300 - ¥1L0T 18qWBAON
UoNISOd Jualng - weibosd buibpey
Ajonyuay ABisug eyng

Gi-a84 Gl-uer

y1-98Q

Vi-AON

Y%, jeuosesg

abelo)g » pebpaH %,

(W) (suonoafuy ‘put) jejo).
(wa)ewen

(W) lemespuim ebeioig
() (a3en Auo) pebpay

Aiddng weisAg j0 9, jeuosesg
Aiddng weysig jo v, pebpey
{ss0uD)} Alddng waishs patewnsy

2129 Ao e uig 1ed 993 pejelunsy

Jwung
Jeuip
3500 pebpey pappaquuy

SJBji00 JS00-ON
sdeg aoug
aoiig pox)
17 S7onpGig BUIBPSH J6 56

L

(wip) pabpay fejoL
(Repruap) pabpan (g301
gal
a8l
30U4 PaXid
Bp/UIp) PBPSH Juniolny

o) siemespuim (eoL
(1oW) .SIBMBIPUNA, J3UIO
(oW} siemelpulip SS4 GOL

(59N} siuswaannbay oL

Uow) suopoaful gs4 00 L

(JoW) 1seosiod peoT ajen A1
JSedeiog pecT




Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/12)
Delivery Supply Total Required Atlowed
Month Dthimo Dih/day Dth/mo dih/day dth/day

Nov-12
Dec-12
Jan-13
Feb-13
Mar-13

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2012

Winter 12/13
Storage Gas

Apr-13

May-13

Jun-13

Jul-13

Aug-13

Sep-13

Oct-13
Summer 2013
Target Levels By March 31, 2013
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Target Levels By October 31, 2012

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15

Target Levels By October 31, 2012 —

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Qct15
Summer 2015
Target Levels By March 31, 2013

/0
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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 EIA NYMEX | _Hedged Prices
(07/08-11/12) | (2011-2012) 20-Jul-12 | 7-Aug-12 |16-Aug-12 Ohio  Kentucky

$4.84 $3.86 $2.790 $2.742

$5.04 $3.76 $2.860 $2.777

$5.04 $3.76 $2.990 | $2.966

$5.24 $3.36 $3270 | $3.241

$5.28 $3.08 $3.370 | $3.373

$4.95 $2.68 $3.330 $3.387

$4.81 $2.45 $3.270 |  $3.400

$4.70 $2.18 $3.220 $3.400

$5.06 $2.04 $3.270 $3.432

$5.27 $2.43 $3.280 $3.471

July 1 $5.78 $2.77 $3.290 | $3.518

Aug | $4.95 $3.01 $3.310| $3.540

12 Month Avg $5.08 $2.95 $3.188 $3.271

Summer Average $3.146 $3.269

Winter Average $3.246 $3.273
$6.00
$5.50
$5.00
$4.50
$4.00
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EarthSat Weather

A : f@ : -
Updsiteg:. 3 ! e Updated:
Aug 15, 20127 ey , Aug 15,201

+3.0to +4.9 [ 42,0 to +2.9 [E+1.0to+18 , 0,,, [EJ-1.0to-1.9 EH-20t0-29
[1-09t0 0.9

No changes to forecast No changes to forecast

Et Nino risk remains
to cooler side

El Nino risks may increase

No changes were made lo the September outlook which continues to No changes were made to the Oclober forecast which continues to
feature widespread above normal temperatures across the Plains, show warmlh across the Rackies, Plains, and western Midwest, Similar
Midwest, and interior East. The forecast remains mainly based upon the {o September, 3 potential cool risk is seen should El Nino become more
continued -PDO/+AMO combination which has largely helped to drive of a faclor. The comelation is greater in October than in September with
the pattem for the past several months, The drought is also a factor {o a coof risk from the northemn Ruckles into the northem Plains, upper
some extent, though nat as much as it has been over the summer. The Midwest, and Mid-Atlantic, The CFS model shows a similar risk,

recent upper-latitude blocking is not expected 1o be sustained through displaying weak belows fram the Northwest into the fiorthern Rockies
September, especiafly if the MJO continues to play a role. However, and Plains, and weak aboves in Texas. Confidence in this forecast is
there are some signs that El Nino may become more of a factor as the quite low at this point given same of the risks in place.

S0l has been steadily negative. This could lead fo a potential cool risk,
espedially if we see an increase in atmospheric angular momenturn in

tandem
Sep PWCDD** Forecasts *10Y Normal updated to 02-11 | | Oct GWHDD** Forecasts “10Y Normal updated to *02-11
10Y Normal*  173.5] 10Y Normai*[ 283.4
Sep 2012 Fest:| 195.0 [30¥Nomal | 4677 | | Oct 2012 Fest:| 265.0 [30Y Normal | zs5:0
Sep-2011 176.1 Oct-2011 2635
No Changes No Changes

**National Population-Werghted CDDs Oct PWCDDs: 58 (30 year normal: 65} **National Gas-Weighted HDDs

ST
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EarthSat Weather

*Belows Loom Along The South”
*Cooler Trend Occurs Within Models Across NW*

There continues to be more downside potential for the cooler air
across the southern Midwest into the South and southem Mid-
Atlantic during the early part of the period Generally, below
normal temperatures could encompass these areas longer. The
models have changed in their handling of the outlock across the
Northwest today compared to yesterday. Where there were
warmer risks for the second half of the period, they've trended
cooler for today. As a result, there mixed risks to this uncertain
region. The forecast period continues to be void of extreme
anomalies.

Previous
WP IS

N e

Forecast Confidence: 6

. Forecast Valid: Wed; 8/22 " H

Forecast Confidence: 5 Forecast Confidenc

T3 A +3F to +4F Bl A +5F to +7F BB MA +8F to +14
B -3F to 4F EIB-5F10-7F EAMB -8F to -14F E
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B -16 or Lower
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Glossary

Belease Schedule
Stan Un for Email Vpdates

Roleased: August 16, 2012 34 10:30 a m. fesslern time) for the Weok Ending August 10. 2012
Noxt Roleass: August 23, 2092

Working Gas In Underground Storage, Lower 48

other formats: Summary TXT €SV,

Stocks In bitlion cubic feet (8cf) Historleal Comparlsons Data
Reglon Year Ago (08/10/11}) 5-Year (2007-2011) Average
08/10/12 08/03/12 Change o (8] % Change Stocks (ber] % iy History (XLS}
5-Year Averages, Maximum,
East 1.664 1,635 29 1,452 146 1,546 2.6 inimum, and Year-Ago Stacks
west 493 498 -5 411 20.0 422 16.8 {xL5)
producing 1,104 1,108 -4 955 156 930 187 References
Total 3,261 3,241 20 2,818 157 2,898 ° 128 >
Monthly
Notes and Definitions and Weekly Data

Beginning with the report period for the week ending March 16, 2012, £IA is incluading sait dome and nonsalt-

dome subtotals for the Praducing Region in the Summa.

the totai for the Prod

of

Summary
Working gas in storage was 3,261 Bcf as of Friday. August 10, 2012, according to EIA estimates. This represents a net
increase of 20 Bef from the previous week. Stocks were 442 Bef higher than Jast yesar at this time and 363 Bcf above the
S-year average of 2,898 Bcf. [n the East Region, slotks were 118 8cf above the S-year average (ollowing net injections of
29 Bef. Stocks in the Producing Reglon were 174 Bcl above the 5-year average of 930 8cf after a net withdrawal of 4 Bef
Stocks in the West Region were 71 8cf above the 5-year average after a net drawdown of 5 Bef At 3,261 Bef, totat
working gas s abiove the $-year historlcal range

Region, b

ry section., The sum of the components may not equat

Working gas stocks In the Producing Region, for the week ending August 10 2012. tolaled 1,104 8¢, with 220 Bcf in salt cavern facilties
and 883 Blin nonsalt cavem facilities Working gas slocks decreased § Befin the salt cavem facilities and increased 2 Bcf in the nonsalt
cavem fadilities since August 03 An historical senes of the salt and nonsalt sublotals of the Producing Region is available for downfoad at:

wnasr_produging reqion sait.xls,

hitp://ir.eia.gov/mgs/ngs himl

Yorking

Stomgs© Range

#tion Cubfe

400 1 seurce: U,S.E1A Officeof Enecgy Statictics

2400

@

Ju40

Oct-10
Jan-41

Apra1
U1

Oct11
Jon-12
Apraz

Juii2

Note: The shaded arca indicates the range between the historicat minimum and maximum values for the
weekly serles from 2007 through 2011,
Source: Form EIA-912, "Weekly Underground Natural Gas Storage Repert.” The dashed vertical lines indicate

curcent and year-ago weekly periods.

Revision Policy

Performance Evatustion
Related Links

Storage Basicy

Natural Gas Weekly Update

Natural Gas Navigator

Privacy fSecurity 1 Accessibility § Copyright & Reuse « Contact Us | Feadback | Careers | About EIA

Fedstats | USA.gov | Department of Energy
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PIRA
North American Gas Price Overview
Per MMBTU
July 20, 2012 Release
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July 20, 2012 NATURAL GAS

U.S. GAS PRICE SCORECARD: 2013 EARLY-BIRD

Bearish Neulral Bulish
=

The growth of oif drlllmg should moderato as dehverablllly

depletion losses from post-first-year wells increase rapldly.

Assoclated Gas Production (-] - Yet, Y/Y associated gas expansion should come close io
matching the current year's growlh

Canadlan production should trend lower into 1Q13 hefore
recovering slightly In 2Q13 thanks to hlgher gas prices and
expanding supply from liquid-rich plays. A colder, more
normal winter will Inflate Y/Y demand, with resulting net
expoﬂs declming by ~0.5 BCFID.

Ongolng growth of assoclated gas volumes should keep tota)
productlon close to ﬁat and mlnlmlze higher U.5. exports

PIRA’s outlook for 2-3% growth in thls sector excludes the
Impact of higher space heating'In early 2013 from a return to

: Industrial Sector e normal weather. Minimal demand growth, excl. healing, in

2012 sets a low bar for 2013, but piso implies downslde risks

PIRA’s bullish 2013 gas prices relative to the NYMEX forward
H curve are untikely to be high enough to re-vitalize dry gas
drilling. The impact of much greater price-Inelastic heating
Ogtober 2012 — December 2013 M e loads, coupled with jower Y/Y domestic production, shouid
yleld high enough gas prices to diminish EG coalto-gas
substitution without leading to storage-congested injection-

season pricing.

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (T €l) 212-686-6808 {Fax) 212-688-6628 www pira.com 2
For authorized subscribers only. Copyright ® 2012 PIRA Energy Group, All rights reserved
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Gas Price Predictions

Bank Ups Price Forecast on Supply-Demand Tightening

A tightening supply/demand balance will keep a floor under prices for the rest of the
year and into 2013, according to Raymond James, raising its full-year 2012 price
forecast from $2.50 to $2.65/Mcf. Raymond James is maintaining its 2013 estimate at
$3.25/Mcf and its 2014 gas forecast at $4/Mcf. According to Raymond James the
traditional storage injection season has changed. In the past the typical injection
season ended October 31, but in recent years the actual peak in gas storage has
consistently slipped to mid-November.

"We still have a massive surplus of gas that means gas prices will likely need to
average between $2.50 and $3/Mcf for the remainder of the summer to avoid over-filling
the gas storage system.”

Gas Prices to Remain ‘Rangebound’ as Fuel-Switching Patterns Shift

Natural gas prices will stay "stuck between a shale rock and a coal hard place” for the
remainder of the year according to Bank of America. “This spring's low gas prices
touched off a remarkable 5.7 Bcf/d of fuel-switching out of coal to natural gas, a move
that has shrunk the storage surplus more quickly than in years, BofA said. But the hot
summer has prompted power companies to switch back to the coal stocked in their bins
anytime gas prices have climbed above $3/MMBtu.” The relative advantage of using
gas to coal is disappearing as gas prices trade above $3/MMBtu and with coal prices
extrernely low. BofA predicts US gas prices will average $2.70/MMBtu for 2012 and
$3.50 for 2013.

Gas Must Hold Below $3 to Avoid Storage Glut

Natural gas prices must hold below $3/MMBtu to create enough coal-to-gas switching to
keep storage inventories from bumping up against capacity this fall, according to
Barclays. Gas displacement of coal hit a peak during the third week of April when
prices averaged below $2/MMBtu, but it pulled back to the lowest level of the year in
July as prices rallied. There was a visible pullback in coal displacement as gas prices
rose above $2.50. Based on Barclays analysis of current storage levels, injections, and
coal displacement, Barclays believes gas prices need to be in the mid-$2/MMBtu range
to avoid exceeding the 4-Tcf threshold.

/8
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Increases in Demand

Shale Gas Creating Industrial Revival

A renaissance in several manufacturing sectors is a result of shale gas. Dow Chemical
indicated that the decade between 2000 and 2010 was a very difficult period for
manufacturing and petrochemicals. About a million jobs left the industry during that
period. In the last 18 month to two years, half of those lost jobs have been recovered.
Much of that is due to what is going on with natural gas. Cheap natural gas has given
the United States a competitive advantage. Dow anticipates investing $4 billion in
petrochemical plants in Texas and Louisiana, which is more than Dow spent between
2000 to 2010. Many energy-intensive industries are questioning whether there will be
enough affordable gas long-term if demand from new and existing sectors increases.
“As a direct result of the development of shale gas plays, US industries have
announced plans to invest $70 to $75 billion in 90 manufacturing projects across the US
over the next 5 to 10 years.”

Low Gas Prices Pump Up Fertilizer Firms’ Profits

“Fertilizer makers reported higher earnings again in the second quarter, largely due to
the low cost of their gas feedstock, with several companies saying they will continue to
expand North American production capacity.” CF |ndustries has benefited from the
abundant gas supply. CF Industries paid $3.13/MMBtu during the second quarter,
compared with $4.32/MMBtu a year earlier. CF Industries will increase spending on
capacity expansions by $.5 billion to $2 biliion. The natural gas fundamentals both in
North America and around the world suggests North American expansion strategy is
appropriate. "It is hard for any offshore opportunity to come even close fo the kind of
brownfield opportunities that we have in front of us today" according to CF's CEO.

Demand to Grow Without ‘Price Shock’

Barclays Capital states that natural gas demand could increase by some 11.3 Bcf/d
between 2015 and 2020. The pace of growth will likely be slow enough to ward off
significant price spikes. Over the last 5 years, annual supply growth has increased an
average of 2.51Bcf/d. Barclays estimates the future demand growth to be slightly lower
at about 2.25 Bcf/d. Much of the demand would come from LNG exports, as well as the

/9
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power-generation sector resulting from coal-fired capacity being retired over the next
few years.

“To be clear, we believe exports will move forward but, the US Department of Energy is
in the unenviable position of balancing the desire of the oil and gas industry to export
spare gas, which would help the US balance of trade and resuit in additional jobs, with
the demands of consumers (particularly large, gas-intensive consumers) to limit the
effect on US gas prices”.

According to Barclays, there might be a mismatch between supply and demand in a
given year, producers have a sufficient number of untapped wells to quickly respond to
price signals, to prevent a sustained, multi-year rally in prices.

20
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Energy Information Administration

Henry Hub Pricing
Per MMbtu
August 7, 2012 Release

583 4.49 267 3.37
5.32 409 2.50 333
4.29 3.97 2.18 327
4.03 Apr- 425 195 3.22
4.14 May-11 431 2.43 327
4.80 Jun-11 455 2.46 3.28
463 Jul-17 4.42 2.95 329
432 Aug-11 4.05 2.96 331
3.89 Sep-11 3.90 279 328
343 OctA1 356 286 3.41
37 Nov-i1 324 2.99 3.49
4.25 Dec-11 317 327 - 362
| Average | U Average | i Average | Average |
2010 ¢ 4387) | 201 . § 4000 . 2012 | $ 2668 | 2013 |$ 3
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A=t 1 zrozimig
b
3;&?‘ +zLozmiz
¥ + 2Loz/vie
qzla 1 zioemis
L 2102/
e - ZL0ZIE
= +zLoemiz

uE +z10zmiL
w’ LLoZ/bizL

w;ll

o L rozmi
L Liozmion
1 - LL0zZ/vI6
.-?Sf L tiozg
L L LLoemiL
L LLozive
Lirozmrs
L LL0zrby
& 1 Liozrvie
L vozrz
+ 1oem
1 oLozrvizy
0L0ZIBILL
010211101
1 orozrvie
1 orozivre
1 orozmiz
1 oLozmre
1 ovoziis
1 ooz
1 ovozivre
+ovozrz

L High Low -Close‘}

:

$7.50
$6.50
$6.00
$5.50

0ioeiviL

$5.00
$3.00
$2.50

$4.50
$4.00
$3.50

wWp/$

22



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 128 of 317

Summer Strip 2013
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Winter Strip Nov13 - Mar14
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Summer Strip 2015
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Independeni Stalistics & Analysis
U.S. Energy Information
Administration

August 2012

Short-Term Energy Outlook

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.8
billion cubic feet per day (Bcf/d) in 2012, an increase of 3.2 Bef/d (4.8 percent) from 2011. Large

gains in electric power use in 2012 will more than offset declines in residential and commercial

use. Projected consumption of natural gas in the electric power sector averages 25.4 Bcf/d in

2012, 22 percent higher than in 2011, primariiy driven by the improved relative cost advantages

of natural gas over coal for power generation in some regions. Consumption in the electric

power sector during 2012 peaks at 31.6 Bcf/d in the third quarter, when electricity demand for

air conditioning is highest. As a result of the extreme heat last month, estimated electric power-sector
natural gas consumption during July 2012 averaged 34.8 Bcf/d, 1.8 Bcf/d higher

than projected in last month’s Outfook.

Growth in total natural gas consumption slows in 2013, with forecast consumption averaging

70.9 Bef/d. Growth in 2013 is driven by consumption increases from the residential, commercial,

and industrial sectors, as consumption in the electric power sector levels off. A forecast of near normal
weather next winter drives 2013 increases in residential and commercial consumption of

9.2 percent and 6.4 percent, respectively. Although projected natural gas burn in the electric

power sector declines by 3.5 percent from 2012, it remains near historically high levels in 2013,

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bef/d {7.9 percent) in 2011. This strong growth was driven in large part by increases in shale gas
production. EIA expects continued year-over-year growth in 2012 of 2.5 Bef/d. EiA, however,

expects a small drop in production in the coming months, reflecting both expected losses from
hurricanes _and declines related to recent drops in the rig count. According to Baker Hughes, the natural
gas rig count was 498 as of August 3, 2012, compared with 811 at the start of 2012. While some
declines in production have occurred so far in 2012, production remained fiat from April to May.
Declining production from less-profitable “dry” natural gas plays such as the Haynesville Shale,

as well as the continued long-term decline in the Gulf of Mexico, is offset by growth in

production from liquids-rich natural gas production areas such as the Eagle Ford and wet areas

of the Marcellus Shale, and associated gas from the growth in domestic crude oil production,

U.S. Natural Gas Inventories. Working natural gas inventories remain at historically high levels
for this time of year. As of July 27, 2012, according to EIA’s Weekly Natural Gas Storage Report,
working inventories totaled 3,217 Bef, 472 Bcf greater than last year's level and 407 Bcf above
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the five-year average. EIA expects that inventory levels at the end of October 2012 will set a

new record of 3,954 Bcf, slightly lower than last month’s Qutlook, which forecast inventories slightly
above 4,000 Bcf, Though absolute levels of working inventories remain high (because of

very high storage entering the summer injection season this year), builds since April, for the

most part, have been below the five-year average and below last year’s levels. The projected
increase of 1,477 Bef in working gas inventory during the 2012 injection season {from the end of
March to the end of October) would be the smallest build since 1991, In 2013, working

inventory levels recede from current record highs, although they will still remain abundant
compared with recent history.

Crude Oil Prices. EIA projects that the Brent crude oil spat price will average about $103 per barrel
during the second half of 2012, about $3.50 per barrel higher than in last month’s Outlook. The
forecast Brent crude oil spot price falls to an average of $100 per barrel in 2013. The projected West
Texas Intermediate (WTI) crude oil spot price discount to Brent crude oil narrows from about $14 in the
third guarter of 2012 to $9 by late 2013, These price forecasts assume that world
oil-consumption-weighted real gross domestic product (GDP), which increased by 3.0 percent in 2011,
grows by 2.8 percent in 2012 and 2.9 percent in 2013.
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Gas Resources
Hedglng Program
Markaot Indicators Summary
Soeptember 20,2012
Price - Page
IPmssmal Tem l Commers Rel
Weather
NOAA icting above average for 2012-
Long Term Forecast (Nov 12-Jan 13) l Long Januar; 2013 over the majority of CONUS 12
October is predicted to be 7.2% warmer than normal based on 10 year
normals and November weather is predicted to be 5.1% colder than
Mid Term Forecast (30-60 days) Long normat. Duke's interna) forecast for the month of Octaber refiects cooler 1314
than normal in the Upper Midwest through the Ohlo River Valiey.
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Storage Injections for the week ending September 14th were 67 BCF
Storage levels are at 3496 TCF which is 10.1% higher than fast year and
£1A Weekly Storage Report l Long Jg ger Higher than the § year average  Waorking design capacity now 16
stands at 4.5 Tol and increase of 3% fromtast year
industry Publlcations
PIRA Energy Gj GAS PRICE SCORECARD: Gas Price Outlook for October 2012~
Wintar 201211 T Long |December 2013 "Bullish”. Bullishness based an retum to a normal winter | 17-18
| __Summer 20133 weather and Jittie if any growih in production in 15t quarier of 2013,
8 LNG export projects, representing about 7.7 Bef/d capacity. to be
developed by 2020. Bentek predicts resulling in a 20% higher gas prices
According to APGA, the push lo export LNG will impair growing consumer
Gas Dally-UNG Exports T Long |demand, Increase domestic gas prices and undenmine energy 19
H ol efforts. EIA LNG exports could cause prices {o
increase 54% . Another report indicates LNG axpants will not significantty
Increase prices.
Natural gas vehicles may hike demand by 14 Belid by 2030 according to
PIRA Energy Group. Gas prices vall remain daeply discounted ratative to
ol prices beyond this decadé  The record level in starage Is masking a
" " balanced market this year and one that will be undersupplied by 1.5 Belid
Gas Dally-Miscellaneous Information )| reng by tha end of 2013 Withaut an increase in rig count In 2013 the maketin | 2
2014 could be undersupplied by 3.2 Belfd  Power companies switching
from coal to natural gas will keep Lhe market balanced this Fall if prices
remain in the $2.50/Mcf and $3.25/Mcf.
Many LDC participants expact price uncertalnty to be at unprecedented
levels resulling from record storage levels, increased production,
T regulation and debate over US gas exports. Power demand for gas has
. kemped 4.9 Bcifd from last year due to coal switching. Electric generation
LOC Forum Information Lorg | account for about 40% of overall demand by 2014. Chesapeake has z
fiipped its rig activity from dry to wet rigs. In order for Chesapeake lo
increase dry production, pdcas would need o retum to the $4 to $6/MMBtu
range.
Government Agencles
Svr:‘;gz Izrgm?o;s/:xg;‘rﬂsxmzmn l Long The projected Heney Hub nalural gas spo! price averages $2 646/MMBtu 2
Summer 2013: $3.303 for 2012 and 53 343/MMBLu for 2013
Technlcai Analysis
Wirter 2012.13 Strip Chant “——4 | Shont {Closed at $3.28 3
Summer 2013 Strip Chan +— | Shont {Closed at $3.53 24
Winter 2013-14 Strig Chart «—s | Short {Closed at §3.93 25
Summer 2014 Strip Chart “+—+ | Short {Closed at $3.91 26
Winter 2014-15 Strip Chart <«— | Short |Closed at $4.24 27
Summer 2015 Strip Chant < | Short |Closed at $4.10 28
Economy
E(A projects tolal natural gas consumption to grow by 4.8% to 69.8 Belfd in
2012 resulting from large gains in electric power generation
Demand Long | consumption growth slows in 2013 to an average of 70 0 Bafid or 0.2%- | 2930
this growth driven by resic fal, and the tal sectors,
Totat marketed grew by an estimatad 4.8 Befiday of 7.9% in
2011, the largest volumetric increase in history. EIA expecls year-gver-
b .
Supply Long year growth In 2012 of 2.6 Belid. 2013 growth is expected to slow10 0.5 2530
Belld.
ElA expects Brant crude to average of $112 per barelin 2012 and
O Market | Long |average $103 per barme! in 2013, both about 3% higher than last months 28-30
forecast.
Meating Minutes: 426 Annox Conference Room - 1:00 pm
Attondoes: Jim Mehring. Mike Brumback. Joachim Fischesser, Terry Bales, Mifch Martin, Steve Niederbaumer
Discussed market fundementals such as weather. storage invenlory levels, and economic factors such as supply and demand. Discussed the PIRA
and E1A forecasts as well as analyst price exp ions and d Winter and Summer Strip Charts based on Technical
Analysis Discussed our current postions within Ohio and Kentucky hedging plans and that hedging percenlages will change November 1st. In
addilion, discussed the topics addressed at the LDC Forum.  Based on the review of this data it was determined not hedge additional volumes at
this ime. However. the committee decided to closely monitor the market and recovene prior lo the next schaduted meeting if market conditions
change,
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged fo Date Next Target (10/31/12)
Detivery Supply Total Required  Allowed
Month Dih/mo Dth/day Dih/mo dth/day dthiday
Nov-12
Dec-12
Jan-13
Feb-13
Mar-13

Winter 12/13
Storage Gas

Excluding Storage Gas
including Storage Gas
Target Levels By October 31, 2012

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Summer 2013
Target Levels By March 31, 2013

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Target Levels By October 31, 2012

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15 _
Winter 14/15
Target Levels By October 31, 2012

Apr-16
May-15
Jun-15
Jul-15
Aug-15
Sep-19
Oct-15 _
Summer 2015
Target Levels By March 31, 2013
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

12 Month

Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA | NYMEX | Hedged Prices
(07/08-11/12) | {2011-2012) 28-Aug-12]|11-Sep-12]| 20-Sep-12 Ohio  Kentucky
$5.04 $3.76 $2.840 $2.758
$4.97 $3.52 $2.970 $2.936
$5.24 $3.36 $3.190 $3.221
$5.28 $3.08 $3.260 $3.373
$4.95 $2.68 $3.330 $3.402
$4.81 $2.45 $3.210 $3.397
$4.70 $2.19 $3.190 $3.390
$5.06 $2.04 $3.250 $3.458
$5.27 $2.43 $3.320 $3.489
$5.78 $2.77 $3.350 $3.530
$4.95 $3.01 $3.380 $3.572
$4.28 $2.63 $3.270 $3.574
$5.03 $2.83 $3.213 $3.342
Summer Average $3.229 $3.396
Winter Average $3.192 $3.266

$6.00 -

$5.50

$5.00

$4.50

$4.00

$3.50

$3.00

$2.50

$2.00
Qct

Nov Dec Jan Feb Mar

Apr

May Jun July Aug Sep

/{
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eparture from 1981-2010 normal (°F}
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Ypdated
Sep 19; 2012

+5.0 BH+3.0t0 +4.9F +2.0 10 +2.9 [Fl+1.0t0+19 , 0

[CJ-0.9t0 0.9

E11.0to-1.9 EH-2.0t0-2.9 3.0 to 4.9

No change to the forecast

-PDO/+AMO favor warmth

The Oclober outlook is unchanged this week with warmth stilt expected
acrass much of the Inlerior West, Rockies, Plains, and westem Midwest,
and slight cooling expected in the Southeast. The forecast is still mainly
tied to the longer term signals with the ~PDO and +AMO favoring the
widespread warmth. ENSQ is not expecled to be a significan! factor as
the tropical Pacific has been trending caaler in the important ENSO
regions. The CFS model shows decent support for the forecast, showing
a similar overall pattern to ours. The greatest risks include the potential
for stronger warmih over the north-central to Northwest regions, which
could also shift the far Southeast a touch cooler

Oct GWHDD** Forecasts

263.0

No Change
Oct PWCDDs: 58 (30 year normal: 55)

*10Y Normal updated to '02-11
10Y Normal* 2834

30Y Normal
Oct-2011

Oct 2012 Fest:

263.5!

**Notional Popuation-Woighted CDOs

Previous
N

Slight warm changes in
Texas/South

Warm risk tied to ~PDO

The November outlook has warmed across southern areas with most of
Texas how in the positive-normal area. Above normal temperatures are
still seen being restricted to far northern areas. However, there appears
to be a notable warm fisk to the forecast as per the expected continuing
~PDO, which correlates with the map in the lower right, favoring warmth
from the Rockies eastward. This may end up as
the main pattern driver, as E1 Nifio does not
appear to be ready to ramp up significantly at this
point. Banring a significant change in the ENSQ
autlook, risks to this forecast are largely to the
warm side

Nov GWHDD** Forecasts "10Y Normal updated to '02-11

10Y Normal*| 5234

550.0

Nov 2012 Fcst; 30Y Normal

Nov-2011

Change: -5 **Nationa! Gos-Weighted HDDS
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EarthSat Wileather

*Cool Risks Decrease*
"Warmth Primarity Focused Over West*

The coaoler risks are beginning to diminish a bit as the cooler air
has shifted more into the 1-5 day period. Despite the decreased
risk, there is stilf the prospect for some lingering belows from
the Great Lakes into the Northeast during the middle of the peri-
od as surface high pressure hovers over eastern Canada. Pro-
gressing into the iate period, the models show an increase in
variability, which provides limits canfidence to moderate, The
American operational model pushes cooler air into the North-
west for the late period and transfers warmth into the Mid-
Continent. The European models, however, continue to keep
warmer levels across the Northwest and Interior West

Previous |/,
) Y AN

Previous

Previous

Forecast Confidence: 5 Forecast Confidence: 5

I A +3F to +4F EED A +5F to +7F
1B -3F to -aF EIB -5F to -7F

MA +8F to +14F
MB -8F to -14F

[

A +15 or Higher
SB -15 or Lower




Weekly Natural Gas Storage Report

2l U.S. Energy Information Administration
independent Statistics and Analysis

Home > Molurgl Gay > Weekly Naturat Gas Storage Report

Glossary
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T

Relgase Scha
Weekly Natural Gas Storage Report Belsase Sehadule @ o
Relesed: September 20, 2012 at 10:30 a.m. leastern tma) far the Weok Ending September 14, 2012
Rext Release: September 27, 2012
Working Gas in Underground Storage, Lower 48 ather formats: Sumipary TXT CSV
Stocks In billfon cublc feet (Bef) Historical Comparisons Data
Reglon Year Ago (09/14/11) S-Year (2007-2011) Average
03714722 05/07/12 Change Stocks (Bl % Change Stocks (Bef) % Change Histary (XLS)
S-Yenr Averages, Maximum,
Enst 1,875 1,831 44 1,736 B.0 1,799 4.2 and Year Ago Stocks
West 497 494 3 442 12.4 445 1.7 (L8}
Praducing 1,124 1,108 2 997 127 974 154 References
Total 3,496 3,429 67 3,176 102 3,218 8.6 .
> Monthly
Notes and Beflnitions and Weekdy Dats

Beginning with the report period for the week ending March 16, 2012, EIA Is including salt dome and nonsalt
facility subtotals for the Producing Region in the Summary section. The sum of the components may not equal
the total for the Prod Region, of ind: d r ding.

Summary

Working gas In storage was 3,436 Bl as of Friday, September 14, 2012, according to EIA estimates This represents a net
increase of 67 Bcf from the previous week Stocks were 320 Bdf higher than last year at this time and 278 Bef above the
5-year average of 3,218 Bcf. In the East Region, stocks were 76 Bcf above the 5-year average following net Injections of
44 Bef. Stocks In the Producing Region were 150 Bcf above the S-year average of 874 Bc! after a net injection of 20 Bef.
Stocks in the West Reglan were 52 Bl above the 5-year average after a net addition of 3 Bef. AL 3,496 Bef, total working
gas |s above the 5-year historical range.

Working gas stocks in the Producing Region, for the waek ending Seplember 14, 2012, totaled 1,124 Bcf, with 217 Bel in salt cavem facilities
and 907 Bdl in nonsalt cavern facilities Working gas stocks increased 10 Bef in the salt covern focilies and increased 10 Bel in (e nonsalt
cavem fadilities since September 7 An historical series of the salt and nonsall subtotals of the Producing Reglon is avallable for downloar

at: wngsr producing region_sallxls,

Working Gaeh 4’ w drdth5-Year Range
4,600
3500
3200
2500
2400
20
4500
1,200
500
400 1 Sotrcer U5, EIAOffice of Eneryy Slatistics l 80
0 v °
2 e b = b= -4 b g o
G > 3 g > ; 3
§ ¢ & & 2 & & ¥ 3

Note: The shaded area indlcates the range between the historicat minimum and maximum values for the
weekly secies from 2007 through 2011,

Source: Form ETA-912, "Weeldy Underground Natural Gas Storage Report.” The dashed vertical ines Indicate
current and year-ago weekly periods.

Revislon Policy

Pedformance Evaluation
Related Links

Storage Basics

Naturs! Gas Weekly Update

Natural Gas Navigator

Privacy/Security | Accessibility | Copyright & Reuse « Contact Us | Feedback | Careers | About ETA

Fedstals | USA.pov | Department of Energy

/o

http://ir.eia.gov/ngs/ngs.html

9/20/2012
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PIRA

North American Gas Price Overview
Per MMBTU
August 28, 2012 Release

[Average |
2013

Average
B

" Average | . Average’
2010 $ P 2o
{ Summer |

¢ Summer | “Summer |, Summer $
a2 L2018

L2010 L2

:Winter 2010/ $
L0 S T i

/7
Hedging Meeting 9-20-2012 xlsx 9/18/2012

PIRA Prices
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August 28, 2012 NATURAL GAS

U.S. GAS PRICE SCORECARD: OCTOBER 2012~ MARCH 2013

Bearish Neutral Buflish
E e

western C:

les are already on par

with mid-November 2011 that almost certainly wilt lead to a
o new record end-injection season high. Despite storage i
U.S. Imports from Canada ] = nearing the limits of usable working capacity, lower Y/Y
praduction on the order of 1 BCF/D wil place a celling on
volumes available for export.
3

Our Reference Case sees gas-fired EG Y/Y growth namrowling

to 0.5-0.6 BCF/D in November/December before taking a 3.0

N . BCF/D YIY hit In 1Q13. But those 1Q13 losses would be partly
Electric Generation (EG) AL offset in a milder than normal heating season by stronger EG
gas demand, driven by lower gas prices and related
Incr i coal-to-gas hl

Aoz

' [ y mild from N ber to mid-D b

H stands out as a bearish gas price risk not to be taken Uightly.

Residential/Commercial (R/C) [y But more normal weather thereafter would push RIC gas
heating far above that which occurred during the past
unprecedantedly warm wints

; Up until only a few weeks ago, short-covering by non-commerclal traders was the ddminant theme gleaned from the weekly €OT

* data, s underscored by a ~140,000 lot reduction in thelr NYMEX/ICE short futures position from Aprll 24 through August 7. That

¢ reduction Ripped the previous net non-commercial short position of ~50,000 contracts into a net fong position of more than

. 75,000 at Its peak on.July 24. The reduction of long positions, plus the Inltiation of new shorts, has lowered the net spec long

© balance toward 20,000 lots as of last Friday, suggesting that traders coliectively view gas prices as having relatively limited
upside potential until the heating season arrives — an assessment PIRA shares.

PIRA Energy Group, 3 Park Avenue, 26" Flaor, New York, NY 10016-5989 {Tel} 212-885-6808 {Fax)212-886-8628 www pira.com 2
For authorized subscribers oniy. Copyright ® 2012 PIRA Energy Group. All rights reserved
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LNG Exports

Bentek Predicts 6 LNG Export Projects, Resulting in 20% Higher Gas Prices

Six LNG export projects with total export capacity of 58 million mt/yr, or about 7.7 Bef/d
could be by 2020 in North America, representing 12% of global LNG supply and
resulting in 20% higher US gas prices compared with a scenario without any US LNG
exports. According to Bentek, Henry Hub prices would average $4.25/MMBtu in 2018 if
no US LNG is exported. In the US exports base case prices would average
$5.04/MMBtu in 2020.

Exporting LNG Would Increase Prices

According to American Public Gas Association, the push to export LNG will impair
growing consumer demand, increase domestic gas prices and undermine energy
independence efforts. EIA estimates LNG exports could cause prices to climb as much
as 54% which could stymie demand from ongoing coal-to-gas switching. APGA states
that preventing LNG exports would help balance US trade and reduce domestic
dependence on foreign oil. “America is now in a unique position to make a significant
stride towards energy independence”.

Exports Won’t ‘Bail Out’ Gas Prices

LNG exports will not significantly increase US or Canadian prices according to industry
executives. "We do not expect LNG exports to bail out North American gas in terms of
price. With several proposals on the table to start shipping LNG abroad in 2015,
analysts have been divided as to the likely impact on Henry Hub price, with potential
increases ranging from $.30/MMBtu to more than $1/MMBtu.” Of the nearly 20 LNG
export projects in North America only three have received all of the licenses and
approvals.
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Miscellaneous Information

Natural Gas Vehicles May Hike Demand by 14 Bcf/d by 2030

In a recently released study, PIRA Energy Group indicated that natural gas-powered
vehicles could consume as much as 14 Bcf/d by 2030 “With or without federal
government assistance”. “The sheer volume of US recoverable gas resources relative
to expected to demand and said Henry Hub gas prices will remain deeply discounted
relative to oil prices beyond this decade. For that reason, the adoption of natural gas by
commercial trucking is approaching a critical threshold, which ultimately could lead to
enormous gas demand growth at the expense of diesel fuel”.

Record Storage Hiding Balanced Market

The record level in storage is masking a balanced market this year and one that will be
undersupplied by 1.5 Bef/d by the end of 2013. According to FBR Capital, without an
increase in rig count in 2013, the market in 2014 could be undersupplied by 3.2 Bef/d.
“Current excess storage will continue to act as a headwind for a near-term sustained
price recovery as we estimate that storage levels will take until the end of next year to
decline to normal levels”. FBR is predicting prices will average $3.50/Mcf for 2013 and
$4/Mcf in 2014.

Gas Prices to Stay Between $2.50--$3.25/Mcf to Enable Switching

According to Raymond James's analyst Marshall Adkins, power companies switching
from coal to natural gas will keep the gas market balanced this fall if prices remain in a
range between $2.50/Mcf and $3.25/Mcf. Gas prices will gradually improve over the
next few years because of the collapse in drilling for dry gas, lower oil prices, and more
normal weather when compared with this year's warm weather.

20
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LDC Forum Information

Gas Prices Boost Power Sector Demand, But Industry’s Path Unclear

Many LDC participants indicated that they expect price uncertainty to be at
unprecedented levels, resulting from record storage levels, increased production,
impact of federal and state regulation and debate over US gas exports. According to
the American Public Gas Association, "We in the natural gas industry now sit at the top
of the hill". Natural gas is a major jobs creator, the chief catalyst for US energy
independence, and the energy source of the 21% century.

Electric generation will account for about 40% of overall demand by 2014. Gas passed
coal as the dominant fuel source for the first time this year, and the trend is expected to
continue as coal-fired plants are retired. Power demand for gas has jumped 4.9 Befld, a
24% increase, from last year due to coal to gas switching.

The EIA is forecasting prices to average $2.65/MMBtu this year, $3.34 in 2013, but the
agency is forecasting a wide swing in potential prices, from as low as $2.20 to as high
as $4.70/MMBtu.

Chesapeake Energy has flipped its rig activity from dry to wet rigs. Chesapeake had
112 dry rigs in operation in 2010, but only has 12 rigs currently operating. However,
Chesapeake has 116 wet rigs this year, but only 15 in 2010, [n order for Chesapeake to
increase dry production, prices would need to return to the $4/MMBtu to $6/MMBtu

range.

There are clear winners and loser in the current supply-and-demand environment. The
Marcellus and Woodford shale’'s and the Texas Gulf Coast will see the best return on
wells while Haynesville, East Texas, San Juan and Piceance basins will like see the
lowest returns.
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
September 11, 2012 Release
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Winter Strip Nov12 - Mar13
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Summer Strip 2013

#fe

+ CLOZ/pI6
+ ZL0¢/v/8
T CL0Z/viL
+ <L0e/y/9
+ 2L0gIviS
+ ChOT/vly
1 €L0e/v/e
+ 210Z/vie
+ 2102yl
1 LE02PIZL
T LLOCiviLL
+ LLOZ/PI0L
1 LL0Z/PI6
1 LL02/P/8
+ LLoeivlL
+ LEOZ/YI9
+ L1LOZPIS
T LL02vy

+ LEQZIPIE
- LL02/v/E
Lozl
+ 0L02ipfeL
1 0LOC/PILL
+0102/v/0L
+ 0102/v16
1 0LOC/HPI8
+0L02v/L
1 010¢/P/9
+ 0L02/p/S
+ 0L0ZIvY
+0L02vIe
- 0L02/vIe
0L0eiv/L

.

$7.50

$6.50

$5.50

wp/g

24

$4.50

$3.50

$2.50

LHigh Low -Closel



KyPSC Case No, 2012-180
2013 Annual Report - Attach A
Page 155 of 317

Winter Strip Nov13 - Mar14
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Summer Strip 2015
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Independent Statistics & Analysis
U.S. Energy Information
Administration

September 2012

Short-Term Energy Outlook

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.8
billion cubic feet per day {Bcf/d) in 2012, an increase of 3.2 Bef/d (4.8 percent) from 2011. Large
gains in electric power use in 2012 more than offset declines in residential and commercial use.
Projected consumption of natural gas in the electric power sector averages 25.2 Bcf/d in 2012,
21 percent higher than in 2011, primarily driven by the improved relative cost advantages of
natural gas over coal far power generation in some regions. Consumption in the electric power
sector during 2012 peaks at 31.1 Bcf/d in the third quarter, when electricity demand for air
conditioning is highest.

Total natural gas consumption increases by 0.2 Bef/d (0.2 percent) in 2013. Expected increases
in residential, commercial, and industrial consumption offset expected declines in the electric
power sector. A forecast of near-normal weather during the upcoming winter drives 2013
increases in residential and commercial consumption of 9.9 percent and 9.3 percent,
respectively. Although higher natural gas prices contribute to an 8.4 percent decline in forecast
natural gas consumption in the electric power sector in 2013, consumption in the power sector
next year is still expected to be about 2.3 Bcf/d higher than 2011 levels.

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bef/d (7.9 percent) in 2011. This strong growth was driven in large part by increases in shale gas
production. EIA expects continued year-over-year growth in 2012 of 2.6 Bcf/d. FIA, however,

expects a small drop in production in the coming months, reflecting both losses from hurricanes

and declines related to recent drops in the rig count. Hurricane isaac hit the Gulf of Mexico on August
28 and has affected natural gas production for several days, with shut-ins in the Gulf of Mexico totaling
27.9 Bef through September 10. According to Baker Hughes, the natural gas rig count was 452

as of September 7, 2012, compared with 811 at the start of 2012.

EIA forecasts that production growth will stow to 0.5 Bcf/d in 2013, as the slowdown in drilling
activity is offset by growth in production from liquids-rich natural gas production areas such as
the Eagle Ford and wet areas of the Marceilus Shale, and associated gas from the growth in
domestic crude oil production.

Crude Oil Prices. EIA projects the price of Brent crude oif will average $112 per barrel in 2012
and $103 per barrel in 2013, both about 3 percent higher than fast month’s Qutlook. EIA
expects the WTI price to average $93 per barrel in the second half of 2012 and largely remain at
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this level throughout the forecast period. EIA expects that the WTI crude oil spot price discount
to the Brent crude oil spot price will continue, averaging $17 per barrel in the fourth quarter of
2012 and then falling to $9 per barrel by the end of 2013.
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Gas fosources
Hodging Program
Market Indicators Summary
October 18, 2012
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10/17/2012

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/12)
Delivery Supply Tolal Required Allowed
Month Dthimo Dthiday Dth/mo dth/day dth/day
Nov-12
Dec-12
Jan-13
Feb-13
Mar-13
Winter 12/13
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2012

Apr-13
May-13
Jun-13
Jui-13
Aug-13
Sep-13
Qct-13
Summer 2013
Target Levels By March 31, 2013

Nov-13

Dec-13

Jan-14

Feb-14

Mar-14

Winter 13/14

Target Levels By October 31, 2012

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Cet-14

Summer 2014
Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15 _
Winter 14/15
Target Levels By October 31, 2012

Apr-15
May-15
Jun-15

Jul-15
Aug-15
Sep-15
Qct-15

Summer 2015
Target Levels By March 31, 2013

/0
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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 EIA NYMEX
{07/08-11/12)| (2011-2012) 21-Sep-12{ 10-Oct-12 | 18-Oct-12

Nov | $4.97 $3.52 $3.220 $3.457
Dec | $524 $3.36 $3310| $3.796
Jan | $5.28 $3.08 $3.360 $3.933
Feb | $495 $2.68 $3.370 $3.957
Mar | $4.81 $2.45 $3.280 $3.912
Apr | $470 | $219 $3170 |  $3.860
May | $5.06 $2.04 $3.230 $3.980
Jun | $527 | $2.43 $3250 |  $3.943
July $5.78 $2.77 $3.330 $3.982
Aug | $4.95 $3.01 $3.370 $3.997
Sep | $428 | $263 $3.260 |  $3.980
Oct | $4.36 $3.02 $3.350 |  $4.030
12Month Avg  $4.97 $2.77 $3.202  $3.902
Summer Average $3.280 $3.967
Winter Average $3.308 $3.811

$6.00

$5.50

$5.00

$4.50

$4.00

$3.50

$3.00

$2.50

$2.00

Nav Dec Jan

Feb Mar Apr

May Jun July Aug Sep Oct
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i

Updated:
Oct 17, 2012

H+3.0to +4.9 & +2.0t0 +2.9 [[T1+1.0to +19
M-09t0

No change to forecast

Still warm across upper
Midwest and Northeast

The November outlook remains unchanged with above normal
temperatures still expected from the northem Plains Into the upper
Midwest and Northeast. The forecast is still pimarily driven by long term
signals, including the <PDO and the +AMO. Blocking is still a risk to the
forecast, though both the American and European ensembles show the
AQ and NAO rising to near neutral for the beginning of the month, which
should limit major, sustainable cold threats early on. Just as the past
couple of months have, November should continue {o offer plenty of
variability. Confidence remains low in the exact details at this lead time.

mewnmas

0.9

Minor cool adjustment
to Midwest

Still warm-dominated overall

Only minor cool changes were made o the forecast, with the aboves
backed off sfightly in the eastem Midwest and central Plains. The
overall forecast remains generally the same, however, with widespread
abaves across the Rockies, Plains, Midwest, and Easl. Again, the
forecast is stifl driven primarily by the ~PDO and +AMOD, and with no
expected change in the weak ENSO signal, that is not likely to change
soon. Stll, there remains a colder risk due to blocking. The CFS
monthly model is cooler than our outlook, showing some weak belows
in the Midwes! and weak aboves in the Southwest.

Nov GWHDD** Forecasts

541.0

No change

*10Y Nonmal updated to ‘02-11
523.4

[...555.7
i 498.8

Nov 2012 Fcst: 30Y Normal

Nov-2011

“*Nationd Population-Weighted CODs

Dec GWHDD** Forecasts *10Y Normal updated to ‘02-11

10Y Normal* 3
Dec 2012 Fest:{ 839.0 [s0vNormar | “g67.5
Dec-2011 | 770.2

Change: +2
**Nationid Gas-Weighted HODs
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™

EarthSat Weather

*Cool Air Firmly Settles Over Much Of West*
“Warmer Projections into Midwest Early*

Much of the eastemn third of the country continues to stay on the
warmer side through the forecast period with some potential for
warmer readings still. Some parts of the Midwest might see
readings cfimb high enough for more strong above normat tem-
peratures to exist during the early period. With a ridge lingering
in the East late, stronger than forecasted warmth could carry
into period’s end. Meanwhile, the cooler air begins to dive into
the Plains and western Midwest late in the period, providing be-
low normal readings for then, though timing concerns still exist.
The cold air in the West through much of the period may still
become more intense and widespread.

Forecast Confidence: 6

Forecast Valid: Wéd, 10/24

el

Forecast Confidence: 6

orecast Valid: Fri, 10/26

Forecast Confidence: 5 ‘ Forecast Confidence; 5

T3 A +3F to +4F 1 A +5F to +7F
[1B-3F to -4F -5F to -TF

MA +8F to +14F
1 MB -8F to -14F

SA +15 or Higher
8B -15 or Lower
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21 U.S. Energy information Administration | R
indapengent Stalistics and Analysis Glassary
Home » Naturat Geg > Weekly Natutal Ges Storage Report
Weekly Natural Gas Storage Report ey e

Released: Getober 18, 2012 st 10:30 a.m. {castern Ume} for the Week Ending October 12, 2012,
Next Reloasa; Octobes 25, 2012

Working Gas In Underground Storage, Lower 48 other formats: Symmary TXT €SV
Stocks In billion cuble feet (Bef) L C Data
Reglon Year Ago (10/12/11) 5-Year (1007-2011) Average
10/12/12 10/05712 Change Srocks (5ch) T ‘Stotia (Beh) % Change History {XL5)

5-Year Averages, Maximum,
East 2,029 2,005 24 1,976 2.7 1.978 26 imue, 30d Year-Ago Stocks
west 521 513 8 488 6.8 477 9.2 xis)
Producing 1,226 1,207 19 1,136 8.5 1,071 14.5 References
Tota) 3,776 3,725 51 3,595 5.0 3,527 7.1 )

Teren: Monthly

MNotes and Definitions and Weekly Data

Revision Policy
Beglanning with the report period for the week ending March 16, 2012, EIA is including salt dome and nonsalt Performance Evaluation
facility suhtotals for the Producing Reglon in the Summary sectlon. The sum of the components may not equail Related Links
the total for the Producing Reglon, b of Ind d T i

Storage Basics
Summary Natural Gas Weekly Update
Working gas in storage was 3,776 Bcf 2 of Friday, October 12, 2012, according to E1A estimates. This represents a net Natural Gas Navigatar

inceease of 51 Bcf from the providus week Stocks were 181 Bef higher than last year at this time and 249 Bcf above the

S-year average of 3,527 Bel. In the East Region, stocks were 51 Bef above the S-year average following net injections of

24 BcI. Stacks in the Producing Region ware 155 Bef above the S-year average of 1,071 8cf after a net infection of 19 gef
Stocks in the West Reglon were 44 Bef above the 5-year average after 2 net addition of 8 Bef. At 3,776 Bef, total working
g8s is above the 5-year historical range

Working ges stocks in the Producing Reglon, for the week ending October 12, 2012, tolaled 1,226 Bef. with 271 B¢ in salt cavem facifities
and 855 Bef in nonsail cavemn facililes. Working gas stocks increased 11 Bcf in the salt cavem faciliies and increased 8 Bef i the noasalt
cavem {adilities stnce October §. An historical series of the salt and nonsall subtatals of the Produting Region is avallable for download at:

wnage producing reqion saltxs,
L] Range
4000 4,000
3,600 3800
3,200 3200
¢ 2600 2600
% 2400 2400
5 2000 2000
g 1400 1800
& 1200 1,200

400 1 gopees U5, IR Officeof Eneqpy Statlatice j

L] r 0
= ¢ ¢ ¢ 3§ % g %
Iy s K3
g & & & & & & 3 &
Note: The shaded area the ronge the hi and values for the

weekly series from 2007 through 2011,
Source; Form EXA-91.2, “"Weekly Underground Natural Gas Storage Report.” The dashed vertical lines Indicate
current and yenr-3go weekly perlods.
Privacy/Securlty { Accessibility | Copyright & Reuse « Contact Us § Feedbacic| Careers { About EIA

Fedstats | USA.gov | Department of Energy

http://ir.eia.gov/ngs/ngs.html /5 10/18/2012
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PIRA
North American Gas Price Overview
Per MMBTU
September 21, 2012 Release

L danit L Jan-12
_ Feb-11 | ~ Feb-12
~ Mar11 Mar-12
Apr-11 - Apr-12
. May-11 . May-12
CJdun-T1 Jun-12
L Jul-f2
. Aug-12
Sep-12
Nov-12
Dec-12

Jan-10
Feb-10
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Apr-10
May-10
Jun-10
Ju10
Aug-10
‘Sep;_1 0
Oct-10
 Nov-10
. Dec-10 !

| Average |
“27013

Average
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Average |

 Average’ ;
; 207?1 B

2010

! Summer |
L2018 1T

" Summer’ " Summer

- Summer | s
...2010

'Winter 2010 $
L
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September 21, 2012 NATURAL GAS

U.S. GAS PRICE SCORECARD: NOVEMBER 2012 - MARCH 2013

Bearish Nevtral Bulish !
g B

P
prevented Incremental Y/Y Imports from Canada, despite !
record-high  end-March  storage. With  future WCSB
production pointed decidedly lower, PIRA foresees
escolating tmport deciines from Canada in the heating
season, with Y/Y losses wldening ta over 1 BCFID by 2Q13.

' Based on our gas price “deck,” gas-ffired EG Y/Y growth H
i should narrow to under 1 BCFID In 4Q12. But higher 1Q13

{ gas prices would place much larger volumes at risk of gas-
i Electric Generation (EG) [ to-coal subslitution during the later stages of the heating
H season. Powder River Basin coal will be a focal peint of the
1 gas-coal battle for market shiave in 4Q12. By midyear 2013 the
% focal polntwm shlﬁ tollB coal glven our price outiook,
i :

PIRAs Hyhrid HDD assumpﬁcn should cause RIC gas
heating to increase Y7Y by almost 6 BCFID, or ~900 8CF,

1

( Residential/Commercial (R/C) [ — ] from Navember through March 2013, Even in the advent of a

; 10% milder heating season than our Hybrid Case, heating
loads would be higher Y/Y by ~2 BCF/D, or ~300 BCF.

‘ Non-commercial traders are back to carrying a net NYMEXACE short futures position of ~23,000 lots as of 9/11, which contrasts
, with the conslstent net length throughout much of the May 15-August 21 period that peaked at ~75,000 confracts. But the net
short spac position is vastly below the ~130,000 lols held about a year ago. Although additional selling Is entirely possible,

i g look of sparking a NYMEX rally, which non-commercial buying could accentuate,

PIRA Enargy Group, 3 Park Avenus, 26” Floor, New York, NY 10016-5089 {Tel) 212-686-6808 (Fax) 212-686-6628 www.piracom 2
For authorized subscribers anly. Copyright © 2012 PIRA Energy Group. Al righls reserved
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Gas Price Predicti_ons

Analysts see Gas Approaching $4/Mcf in 2013

US gas prices should average between $3/Mcf and $4/Mcf in 2013, according to three
analysts. FirstEnergy Capital is calling for an average 2013 NYMEX price of
$4.10/MMBtu. “Fundamentals are now convincingly pointing to a major tightening of the
North American gas market.” The decline in rigs to 437 from about 800 in January is
below the tipping point of 520 needed to sustain production at current levels.

Oppenheimer expects 2013 Henry Hub spot gas prices in the $3 to $4/Mcf range.
Prices above $4.50/Mcf of below $2.50/Mcf are unsustainable.

Canaccord expects that 2013 prices should average $4/Mcf with the market rolling over
from being oversupplied to undersupplied in the next storage injection season. “Robust
gas-fired power demand served its purpose in rebalancing the gas market”.

Normal Winter Expected to Keep Prices Supported, with $4/MMBtu
Gas Possible

Winter weather forecasts thus far are calling for an average or slightly warmer-than-
average season. “With a consensus for a normal winter taking shape, sources said
NYMEX natural gas futures prices will likely stay at or slightly above $3.50/MMBtu,
while some believe the $4/MMBtu level could also be reached.”

Among most forecasters, a near-normal winter is emerging. According to Jefferies and
Company, “This implies exit inventories of 2 Tcf next spring compared to 2.5 Tcf this
year. That would be the second-highest exit inventory on record, enough to stabilize gas
in the $3/MMBtu--$3.50/MMBtu range, but not enough for a $4 handle.”

IAF Advisors forecast prices at the mid to upper $3/MMBtu range based on a moderate
winter. Barclays Capital, based on a more normal winter has revised their 4" quarter
forecast to $3.35/MMBtu from $3/MMBtu. Forecasts for a normal winter could push
demand 2 Bcf/d higher compared with last year.

/&
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FBR Raises 2013 Gas Price Forecast 29% to $4.50/Mcf

With the supply/demand balance is expected to tighten up. FBR has raised their 2013
gas price forecast to $4.50/Mcf. "Without an increase in the current active rig count, we
believe the market is undersupplied by 1.7 Bef/d in 2013, 3.3 Bef/d in 2014 and 4 5
Bcf/d in 2015.

Producers need $4-%5 Price to Trigger Dry-Gas Drilling

Prices of $4/MMBtu and $5/MMBtu will trigger a return to large-scale dry-gas drilling.
Recent prices in the $3 to $3.50/MMBtu range have caused a notable slowdown in the
dry-gas region, but the spigot has not been closed-—dry Marcellus development
continues at a rapid pace.

Prices to Climb to $4-5/MMBtu this Winter on Normal Weather

ICF indicates that natural gas prices will rise to between $4 and $5/MMBtu this winter if
the country returns to normal weather. ICF indicates that gas prices will be supported
by modest economy recovery which will lead to an increase in industrial gas
consumption.

Gas Glut Eroding as Demand Rises

The oversupply of natural gas has dropped from about 4 Bcef/d in 2011 to about 1.5
Bcef/d currently as production is leveling off while demand is going up. “The market is
going to balance.”

Conoco's Duncan said producers have told him they will not “go look for natural gas”
until spot prices reach $7/ MMBtu “which means they're actually telling me $6/MMBtu
and they’ll do it at $5/MMBtu.”

‘9
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LNG Exports

LNG Exports to Reach 10 Bef/d by 2022

According to Energy Venture Analysis and LCI Energy Insight, by 2022, 10 Bcf/d of
LNG will be exported from six North American terminals. Two terminals are expected in
the Lower-48, three in Canada and one in Alaska. The DOE has received 18
applications to export to free trade-agreement countries and 13 applications to export to
non-FTA countries. The key criteria in determining the viability of the project was first
racver status.

LLNG Exports to be Very Restrictive

Goldman Sachs indicates that political pressure, along with growing demand from
manufacturers and petrochemical plants could lead to very restrictive LNG exports.
Goldman believes that only Sabine Pass project will proceed. That is due in part to the
federal government reluctance to approve projects that could increase the price of gas
domestically.

Bentek disagrees with Goldman in that Bentek believes that 4 LNG projects will move
forward and believes that the export of 6 to 7 Bcf/d in 2020 will "give prices a little bit of
a bump, but we don't expect it to be a large bump or a prolonged bump.”

20
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Energy Information Administration
Henry Hub Pricing
Per MMbtu
October 10, 2012 Release
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Winter Strip Nov13 - Mar14
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Summer Strip 2015
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fudependeni Staitsizes & Analysis
U.S. Energy Information

1 Administration
October 2012

Short-Term Energy and Winter Fuels Outlook
m]
Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.8
billion cubic feet per day {Bcf/d) in 2012, an increase of 3.1 Bcf/d (4.7 percent) from 2011. Large
gains in electric power use in 2012 more than offset declines in residential and commercial use.
Projected consumption of natural gas in the electric power sector averages 25.4 Bef/d in 2012,
22 percent higher than in 2011, primarily driven by the improved relative cost advantages of
natural gas over coal for power generation in some regions. Consumption in the electric power
sector during 2012 was 35.1 Bef/d in July 2012, when electricity demand for air conditioning was
highest.

Projected total natural gas consumption decreases by 0.2 Bcf/d (0.2 percent) in 2013. Expected
declines in the electric power sector offset increases in residential, commercial, and industrial
consumption. A forecast of near-normal weather during the upcoming winter (i.e., colder than
last year’s abnormally warm winter) drives 2013 increases in residential and commercial
consumption of 11.5 percent and 10.3 percent, respectively. Although projected higher natural
gas prices contribute to a 10.4-percent decline in forecast natural gas consumption in the
electric power sector in 2013, consumption in the power sector next year is still expected to be
about 1.9 Bcf/d higher than 2011 levels and high by historical standards.

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bef/d {7.9 percent) in 2011, This strong growth was driven in large part by increases in shale gas
production. So far during 2012, production has fluctuated with smail ups and downs, in contrast

to the strong upward growth seen between 2009 and 2011. EIA expects some small declines in
production in the coming months, related to recent drops in the rig count. According to Baker
Hughes, the natural gas rig count was 437 as of October 4, 2012, compared with 811 at the start

of 2012. EIA forecasts that total marketed production growth will slow to 2.6 Bef/d in 2012 and

0.4 Bef/d in 2013, as the reduction in drilling activity is offset by growth in production from

liguids-rich natural gas production areas such as the Eagle Ford and wet areas of the Marcellus

Shale, and associated gas from the growth in domestic crude oil production.

U.S. Natural Gas Inventories. Working natural gas inventories remain at historically high levels

for this time of year. As of September 28, 2012, according to EIA’s, working inventories totaled 3,653
Bcf, which is 272 Bef greater than last year’s fevel and 281 Bcf above the five-year average, FIA expects
that inventory levels at the end of October 2012 will set a record high of 3,903 Bef. Because of very high
inventories at the start of the summer injection season this year, working inventories have remained

23



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 186 of 317

high and stock builds have been below both the five-year average and last year’s level since April 2012,
with a few exceptions. The projected increase of 1,426 Bcf in working gas inventory during the 2012
injection season {from the beginning of April through the end of October) would be the smallest

build since 1987.

E|A projects average household expenditures for heating oil and natural gas will increase by 19 percent
and 15 percent, respectively, this winter {October 1 through March 31) compared with last winter.
Projected household expenditures are 5 percent higher for electricity and 13 percent higher for propane
this winter. Average expenditures for households that heat with heating oil are forecast to be higher
than any previous winter on record.

The forecast for higher household expenditures primarily refiects a return to roughly normal winter
temperatures east of the Rocky Mountains compared with last winter’s unusual warmth. According to
the National Oceanic and Atmospheric Administration’s (NOAA) most recent projection of heating
degree days, the Northeast, Midwest, and South will be about 2 percent warmer than the 30-year
average {1971 — 2000), but still 20 percent to 27 percent colder than last winter, while the West is
projected to be only about 1 percent colder than last winter.

Global Crude Oil and Liquid Fuels Overview. EIA expects the oil market to loosen in the fourth
quarter of 2012, as global liquid fuels consumption falls from its seasonal peak and output from
countries outside of the Organization of the Petroleum Exporting Countries (OPEC) recovers
from unplanned outages and scheduled maintenance. Persistent unplanned production outages
in non-OPEC countries helped keep the spot price for Brent crude oil near $110 per barrel in the
third quarter of 2012. EIA forecasts that Brent crude, a benchmark for the global oil price, will
average $111 per barrel for the fourth quarter 0f2012. In 2013, EIA projects the Brent crude
price to fall to an average of $103 per barrel, although a tingering supply risk because of
instability in the Middle East and North Africa could keep prices higher. EIA also expects global
inventory builds in the first half of 2013 to reach higher levels relative to the same period in
2012, mostly due to an increase in non-OPEC supply.
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked In
Winter 2012-13
%
Dth/Day System
November December January February March Total Supply

Duke Enerqy Ohio
Previously Hedged

Col Gulf Mainline
Col Gulf Mainline
Col Gulf Mainline
Gulf South

Tex Gas Zone 1

Total
System Supply

Duke Energy Kentucky

Previously Hedged
Col Gulf Mainline
Col Gulf Mainline
Col Gulf Mainline

Total
System Supply

Duke Energy--Total
Previously Hedged

Total
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Gas Aesources
Hodging Program
Markat Indicators Summary
November 30, 2012
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11/28/2012

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date . Next Target (3/31/12)

Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr-13
May-13
Jun-13
Jui-13
Aug-13

Sep-13
Oct-13

Summer 2013
Target Levels By March 31, 2013

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By Octaber 31, 2013

Apr-14
May-14
Jun-14
Jut-14
Aug-14
Sep-14
Oct-14
Summer 2014
Target Levels By March 31, 2013

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

Target Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31, 2013

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Winter 15/16

Target Levels By October 37, 2013

/10
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Ciosing Price
5-yr. avg. | Last Year PIRA EIA NYMEX | Hedged Prices
(07/08-11/12) | (2011-2012) 26-Oct-12| 6-Nov-12 | 30-Nov-12 Ohio__ Kentucky
$5.28 $3.08 $3.660 | $3.664
$4.95 $2.68 $3.510 $3.683
$4.81 $2.45 $3.400 | $3.661
$4.70 $2.19 $3.300 | $3.653
$5.06 $2.04 $3.360 | $3.667
$5.27 $2.43 $3.380 | $3.729
$5.78 $2.77 $3470 | $3.755
$4.95 $3.01 $3.500 | $3.770
$4.28 $2.63 $3.390 $3.780
$4.36 $3.02 $3.480 | $3.800
Nov | s$a21 $3.47 $3.600 | $3.930
Dec $4.54 $3.70 $3.830 $4,107
12 Month Avg $4.85 $2.79 $3.490 $3.767
Summer Average $3.411 $3.736
Winter Average $3.600 $3.809

$4.50

$4.00

$3.50

$3.00

$2.50

$2.00 . . - -
Jan Feb Mar Apr May Jun July Aug Sep Oct Nov Dec

i
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Substantial wann changes

Unseasonably warm in the
Southwest

in our final December outlook, significant changes were made in the
warmer direction across most of the US. The area of aboves was
extended into the western Midwest, and areas of +2F and +3F
anomalies were added to the Southwest and southemn Rockies, while
belows were removed from the Southeast. The significant wam
changes stem from the notable warming seen in our curtent 1-15 day
forecast out to the first 1/3 of December. An active Pacific flow Is the
culprit, and a positive-trending NAO through the first week of the month
lends to the wammith as well. The AO and NAO do look to retum to
negative heading into the middle of the month, which could lend to some
colder risks in the back-end of the month, but given the very warmm
anamaties through the first week the month could end up evan warmer
than forecast in spots

Slight warm changes

Blocking may lead to colder
risks

Changes in January were very modest compared to December with just
some slight warm adjustments in parts of the Northwest and the upper
Midwest. Overall the pattern remains the same with cold extending from
Western Canada Inlo the northem Plains and upper Midwest while
warnth continues in the Southwest and Texas. The long-lerm ~-PDO
signal may portend 1o some cooler risk in the Norlhwest and a warmer
risk in the South and East, but blacking in the upper-latitudes may lead
to some cold Intrusions Into the Soulh and East. The CFS mode! shows
good agreement with the overalt pattern, but aliows for colder
conditions in the Northeast.

Dec GWHDD** Forecasts *10Y Normal updated to '02-11
10Y Normal’| 8553
Dec 2012 Fest:| 835.0 [sovNomat | sers
Dec-2011 770.2
Change: .32

Jan GWHODD** Forecasts *40Y Normal updated ta ‘02-11

10Y Normal* | 831.3
Jan 2013 Fest:| 953.0 [30vNomal | 8463
Jan-2012 L 809.5

Change: -2
**National Gas-Welghted HODs
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EarthSat Weather

*Cool Down Occurs Late Acrass Parts Of Plains, MW*
*Stronger Warmth Returns To NE in Mid-Period*

Some cool risks are associated with a colder air mass diving
into the East Coast for the early part of the period. However,
the presence of this cooler air should be brief across the region
as a warmer flow returns during the middle of the period. This
rebound of warmth could yield warmer than forecasted tempera-
tures across the East Coat. Behind this warmer air, some addi-
tional cool variability begins to descend upon the Mid-Continent
————— late, Models are projecting below normal temperatures acrass
parts of the Plains and Midwest through the latter part of the
period. The operational models are a little more aggressive on
this air mass' intensity.

P

g
¥

revious
¥

Previous

Previous

Forecast Cofidence: 6 Forecast Confidence: 6

A +3F to +4F BBl A +5F to +7F
B .3F to -4F B .5F to -7F

5 MA +8F to +14F BB SA +15 or Higher
MB -8F to -14F SB 15 or Lower
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Weekly Natural Gas Storage Report Page 1 of 1

@ U.S. Energy Information Administration
indapenderd Statistics and Analysis
Homn > NatwumlGas > Weeldy Notural Gos Storage Report

Weekly Natural Gas Storage Report

Reieaged: Hovember 28, 2012 8t 10:30 2. m. {eastetn time) for the Weak Ending Novembsr 23, 2012
Noxt fictgnse: Decombar 6, 2012

Working Gas In Underground Storage, Lower 48 other formats: Summary. TXY CSV
Stocks in biilion cubic fect {Bcf) Historicat C: ans Data
Region Year Ago (11/23/11) S-Year (3007-2013) Average
11/23/12 12/16/12 Change iocke (Bc) T Channe Stodia (b o Change HlstnrvA(KI.S) .
Chonge . {. Stocka(se | Sechenge | R 5,
ast 2,002 2,054 12 2,079 1.8 2,037 0.2 bkttt
west 548 544 4 515 6.4 498 10.0 (x1s)
Producing 1,287 1,275 12 1,257 2.4 1,152 1.7 References
Total 3,877 3,873 4 3,851 0.7 3,687 5.2 o Monthly
Nates and Definitlons and Weekly Data
Reviston Policy
The Energy Information Admi (E1A) I8 the Weelkly Natural Gas Storage Report (WNGSR) Performance Evaluation
web products. The Impl lon of these ch wiil be precaded by a public testing period, commencing Related Links
on Novernber 27, 2012. An example of the new webpage and more Information about the public testing period,
inciuding specific times, can be found at: http:/ /Ir.ela.gov/nas/notice. html, Storage Basics
Natural Gas Weekly Update
Summary Natural Gas Navigator

Working gas in storage was 3,877 Bcf as of Friday, Novernber 23, 2012, according to EIA estimates This represents a net
increase of 4 Bcf from the previous week Stocks were 26 Bef higher than last year at this time and 190 Bef above the 5-
year average of 3,687 Bef. In the East Region, stocks were 5 Bef above the 5-year average following net withdrawals of 32
Bel. Stocks in the Producing Reglon were 135 Bef above the S-year average of 1,152 Bef after 2 net injection of 12 Bef,
Stotks In the West Regilon were 50 Bef ehove the S-year average after a niet addition of 4 Bef. At 3,877 Bef, total working
gas is above the S-year historical range.

Waorking gas stocks in the Producing Region, for the woek ending November 23, 2012, totaled 1,287 Bed, with 317 Bef in salt cavern facilities
and 870 Bef In nonsalt cavern facilities. Working gas stocks incroased 6 Bel In the salt cavemn faciiiies end increased 6 in the nonsalt cavem
faciitiies sinco Navamber 16. An historicai setios of the salt and nonsalt subtotals of the Producing Rogion is available for downioad at:

5T i §

) Range

Sourcer U EAUMeoof Energy Statiztice

o - - - - o~ o o o
T 5 = % % e - - I
3
g 2 & 5 3 & 8§ %5 ¢
Note: The shaded orea the range by the i sad i values for the

weekly sarles from 2007 through 2013,
Source: Form ETA-93.2, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines lndicate
current and year-ago weekly periods.

Privacy/Securlty | Accessibllity | Copyright & Reuse « Contact Us t Feedback y Careers | Abaut EIA
Fedstats | USA.gov | Department of Energy
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http://ir.eia.gov/ngs/ngs.hitml 11/29/2012
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PIRA

North American Gas Price Overview
Per MMBTU
November 27, 2012 Release
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November 27, 2012 V o o TUHAL GAS

U.S. GAS PRICE SCORECARD: DECEMBER 2012 ~ MARCH 2013

Bearish Neutrat Bulish
B

A recent production uptick reflects restored shui ins removed
from the market in 1G12 when AECO-C prices were sub-$2. Ol
. Is expec!ed to contlnue to dominate Canadian drilling, causing
Canadian Production/Exports [(nimy Canada's RIC hoating market got
o" loa last start likely helping to trim stocks to near or below
year-earlier levels even before December.

. Next month wilt provide the {lrst major test of the resillence

of coal-to-gas substitution, especlalty If HH prces move
within strlking distance of $4/MMBtu, or ~20% above a year
ago. Colder Y/Y westher, new gas-fired EG capacity and the
generally positive impact of hlgher gas prices on electricity
prices should Inhlbit gas-to-coal switching.

Elgctric Generation (EG)

November GWHDDs appear on track {o besl yesar ago by 13%
and PIRA's hiybrid by ~3%, but D ber’s tally ult

wiit tar surpass this month in importance. |( a predicted ml\d
start does materlalize, a sizable swing to colder-than-normal
will be needed for the rull month to average near normal.

Residential/Commercial (R/C)

There Is Increasing evidence that the longstandling bearlsh blas collectively held by non-commerclal traders has finally ended.

i Outslde of a brief five-week period (8/28 through 9/25), speculators have held a combined NYMEX/ICE net long position since
midyear as per the CFTC’s weekly Commitment of Traders data. The latest snapshot of holdings as of 11/20 reveaied that thelr
net fong futures position stood at ~57.5 thousand contracts, which was up W/W, but below the 12.month high of ~79 thousand

* lots booked on 10/30/12. Given a net short position of ~182 thousand lots In place Just a year ago, additionsl buying would not be
surprising. Regardiess, changlng perceptions at a minimum favor greater volatility. |

PIRA Enargy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www.pira com
For authorized subscribers only. Copyright © 2012 PIRA Energy Group. All rights reserved. 2
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implications of the Elections

The reelection of the President, a Democratic-controlied Senate, and a Republican-
controlled House will have little impact on gas markets in the near term and a limited
impact long term. Comprehensive energy or climate change legislation is likely to take
a back seat to the fiscal cliff and deficit reduction. There is a backiog of Federal policy
decisions over the next 6 to 12 months including LNG exports, Keystone XL pipeline
and Hydraulic fracturing.

Expectations are that the Administration will allow some tevel of LNG exports but not
unrestricted volumes, Keystone pipeline will be approved if environmental concerns are
resolved and there will be no federal moratorium on fracking.

In addition, Greenhouse Gas (GHG) regulations an coal plants—proposed and likely to
be finalized GHG regulations are effectively preventing new coal plant construction
unless expensive carbon-capture controls are in place. The bigger question is if and
when the Administration will decide to develop GHG rules for the existing coal fleet.
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Gas Price Predictions

Marcellus Slowdown to Boost Gas Prices in 2013

Slower infrastructure build-out will lead to reduced natural gas production growth in the
Marcellus Shale and that could lead to higher prices in 2013. "Marcellus production
growth will slow to 1.3 Bcf/d over the next 12 months from 2.3 Bei/d during the past year
as many of the projects aimed at boosting takeaway capacity in the region are not
expected to go online until the fourth quarter of 2013." According to FBR Capital
Markets, the supply deficit could boost gas prices to an average of $4.50/MMBtu for
2013 and beyond as other, higher-cost basins fill in the supply gap.

Credit Suisse—Gas price ‘pause’ likely until 2014

Natural gas prices could be capped over the next 18 to 24 months due to increased
drilling efficiencies, higher level of Haynesville Shale production, near-term surge of
Marcellus Shale and reduced coal to gas switching.

Raymond James hikes G1 price forecast 42%

Gas traders can expect a volatile market with higher prices over the next year based on
slowing supply growth and normal winter weather. Marshail Adkins raised his fourth
quarter estimate by 27% to $3.50/Mcf and increased his 1% quarter estimate 42% to
$4.25/Mcf. “We estimate that the normalizing of weather alone could tighten the entire
gas market by as much as 6 Bcf/d this winter. We wouldn't be surprised to see prices
touch as high as $5/Mcf over the next six months.”

Gas to Stay Below $4 Next Year

According to a survey of oil and gas executive by Deloitte natural gas prices will
average below $4/MMBtu in 2013. 40% of those think gas will average below
$3/MMBtu in 2013. Three-quarters of those surveyed said the US is already gas self-
sufficient or will be within a decade. In addition, three-quarters of executives surveyed
think the government will approve LNG exports and 93% don't betieve LNG exports
would raise domestic prices appreciably.
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Gas Market could see Surprising Volatility

Rising and sustained demand for natural gas by power generators and residential
needs could increase gas prices that catch buyers off guard. “There are a lot of organic
changes going on in the marketplace that aren't necessarily being reflected in prices."
The price volatility could come with the industrial renaissance along with larger-than-
expected amount of coal-fired generation being replaced by gas. “Itis not out of
question fo see a $4.25/MMBtu average on the front end of the curve. | think we're
going to see spikiness and potential upside we haven't seen in a while "
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Coal-to-Gas Switching

Gas could lose up to 5 Bef/d of Power Demand in 2013 as Users
Revert to Coal

With the assumption that near-term prices will increase on higher seasonal demand,
analyst believe gas will become less competitive, prompting many utilities to switch
back to coal. The high level of power demand for gas will be hard to replicate going
forward. According to Morgan Stanley, higher gas prices will shut-off much of the
incremental coal-to-gas switching that took place in 2012. With gas prices currently
above $3/MMBtu, coal-to-gas switching has declined significantly, having dropped from
a high of 6 Bcf/d in early October 2011 to 2 Bef/d currently. Credit Suisse predicts gas
could loose from 2.4 Bef/d to 5.1 Bef/d of market share to coal at gas prices between
$3.50/MMBtu and $4.50/MMBtu.

Coal-to-Gas Switching Forecast to ease this Winter on Gas Price Lift

Coal-to-gas switching will ease in the winter months as gas prices continue to settle well
above their lows earlier this year. Barclay's noted the highest levels of switching (9
Bef/d) were in April when prices averaged $2/MMBtu, but decreased significantly as gas
prices increased to mid-$3/MMBtu. If prices average around $4/MMBtu in 2013, coal
displacement could fall back to 2011 levels of about 3.5 Bcf/d.
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Summer Strip 2013
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Winter Strip Novi3 - Mari4
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Summer Strip 2014
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Winter Strip Nov14 - Mar15
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Summer Strip 2015
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Winter Strip Novi5 - Mari6é
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Independent Statistics & Analysis
U.S. Energy Information
Administration

November 2012

Short-Term Energy Qutlook

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.7
Bef/d in 2012, an increase of 3.2 Bcf/d (4.8 percent) from 2011, Large gains in electric power
use in 2012 more than offset declines in residential and commercial use. Projected
consumption of natural gas in the electric power sector averages 25.4 Bcf/d in 2012, 22 percent
higher than in 2011, primarily driven by the increased relative cost advantages of natural gas
over coal for power generation in some regions. Consumption in the electric power sector
during 2012 reached a record level of 35.3 Bef/d in July 2012, when electricity demand for air
conditioning was highest.

Projected total natural gas consumption decreases by 0.5 Bcf/d (0.7 percent) in 2013, Expected
declines in the electric power sector offset increases in residential, commercial, and industrial
consumption. A forecast of near-normal weather during the upcoming winter (but colder than
last year’s abnormally warm winter) drives 2013 increases in residential and commercial
consumption of 11.5 percent and 10.2 percent, respectively. Although projected higher natural
gas prices contribute to a 11.2-percent decline in forecast natural gas consumption in the
electric power sector in 2013, consumption in the power sector next year is still expected to be
about 1.8 Bef/d higher than 2011 levels and high by historical standards. The consumption
forecast for 2012 and 2013 is largely unchanged from last month’s Outlook,

U.8. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bef/d (7.9 percent) in 2011. EIA forecasts that total marketed production growth will slow in

2012, and that 2013 production will be near the 2012 level. So far during 2012, production has
fluctuated slightly around an average of 69 Bcf/d, in contrast to the strong upward growth seen
between 2009 and 2011. EIA expects some small declines in production in the coming months,

related to recent drops in the rig count. According to Baker Hughes, the natural gas rig count

was 424 as of November 2, 2012, compared with 811 at the start of 2012, EIA expects that

growth in associated gas from crude oil, as well as continued drilling in liquids-rich areas, will

help offset the decline in drilling activity. This month’s 2013 forecast represents a downward

revision of 0.4 Bcf/d from last month's Outlook.

U.S. Natural Gas Inventories. Working natural gas inventories are at a record high level. As of
October 26, 2012, according to EiA's Weekly Natural Gas Storage Report, working inventories
totaled 3,908 Bcf, which is 56 Bef greater than the previous weekly high of 3,852 Bcf on
November 18, 2011. Inventories are 136 Bcf greater than last vear's level and 259 Bcf above the
five-year average. EIA expects that inventory levels at the end of October 2012 will total 3,935
Bcf, and injections are likely to continue for a few weeks in November. Because of very high
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inventories at the start of the summer injection season this year, working inventories have
remained high and weekly stock builds have been below both the five-year average and Jast
year’s level since April 2012, with a few exceptions. The projected increase of 1,458 Bcf in
working gas inventory during the 2012 injection season {from the beginning of April through the
end of October) would be the smallest build since 1991. Last vear's inventory build from April
through October, for comparison, was 2,224 Bcf.

Crude Oil Prices. EIA projects the price of Brent crude ol will average $112 per barrel in 2012
and $103 per barrel in 2013, both mostly unchanged from last month's Qutlook. EIA expects the
WTl1 price to average $89 per barrel in the fourth quarter of 2012, about $4 lower than last
month’s Qutlook, and to mostly remain at this level throughout the forecast period averaging
$88 per barrel in 2013. After increasing to $22 per barrel in October of this year, the WT! crude
oil spot price discount to the Brent crude oil spot price will average $20 per barrel in the fourth
quarter of 2012 before falling to $11 per barrel by the end of 2013, according to EIA.
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Gas Resources
Hedging Program
Market Indlcators Summary
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jnormal.

Price Page
Pressu r;] Term1 Comments L Ret
Weather
Long Term Forecast (Jan 13--Mar 13) l Lang gl(ggl?w r:l;egg;\lng Saks)gz:] xvavvaer;age tempergtures for January 2073--March 12
January is predicted to be 0.8% colder than normal based on 10 year
Mid Term Farecast (30-60 days) <~—b | Long |normals and February weather is predicted to be 5.7% warmer than 13

Short Term Forecast (6-10 days)

Above temperatures early in the period in the Easl with Below
<% | Shor {temperatures in the West and Central portions of the CONUS. End of 14
period weather is Below in West and Norma! in East,

Storage Inventory

EIA Weekly Storage Report

Storage withdraws for the week ending December 14th were 82 BCF.
4 Long |Storage levels are al 3.724 TGF which is 1.8% higher than last yoar and 15
10.2% higher than the 5 year average.

Industry Publications

PIRA Energy Group GAS PRICE SCORECARD: Gas Price Outlook for November 2012
Winter 2012/1 T Long |March 2013 *Bullish". Recant storage raports have reinforced the view 16-17
2013: that Y/Y gains of production have sl d i

Gas Daily--Gas Price Predictions

Barclay's increases 2013 sstimate 1o $3,70/MMB1 citing decling In
praduction, increased industria! demand, faliing imports and return to more
normal weather. According to S&P, gas prices will stay below $4/Mcf in
2013 due o weak demand growth for C&l customars. All major demand

T Long |drivers are several years away. Barclays predicts the supply/demand 18
balance will be tigher this winter but, a significant amount of coal

displacement will still be needed to offset growing production. Analysts
Projections; Barclays—-$3.50 15t Qtr 2013, S&P--Belaw $4.00 average
2013, Barclays--$3.70 average 2013

DOE's LNG study indicates that gas prices would increase up to 33
cents/Mcf but the economic benefits will outwelgh the negative impacts an
? Long {customers. DOE must approve exports with FTA countrias but can limit

Gas Daily-LNG Exports exports fo Non-FTA countries.  According to Representative Markey, the 18
study is desply flawed and may led to conclusions that underestimate the
negative impacts of LNG exports.
Govermnment Agencles
‘Eliwn:;gr lzrg::zn/r;;ﬂosr; }:ér:lnistrallon ? ¢ Long The projected Henry Hub natural gas spot price averages $2.778/MMBtu 20
Summer 2013; $3.631 for 2012 and $3 676/MMBtu for 2013
Technical Analysis
Summer 2013 Strip Chant ¢ | short [Closed at sa.57 21
Winter 2013-14 Strip Chant ¢ | Short [Closed at $3.83 22
Summer 2014 Strip Chant ¢ | Short |Closed at $3.93 23
Winter 2014-15 Strip Chart ¥ | Short [Closed at $4.27 24
Summer 2015 Strip Chan <+ | Short [Closed at $4.11 25
Winter 2015-16 Strip Chan <+ | Short |Closed at $4.46 26
Economy
EIA projects total natural gas consumption to grow by 4.8% to 69.7 Bef/d in|
2012 resulting {rom large galns in electric power generation.
Demand > 1 Long | consumption decreases slightly in 2013 --this reduction is driven by 27-28
decling In the electric pawer sector.
Total marketed production grew by an estimated 4.8 Bef/day or 7.9% in
2011, the largest volumetric increase in history, During 2012, production
has fluctuated slightly around an average of 68 Bef/d, This month's g
Supply > | Long forecast has been revised upward as & result of the reversal of several 27-28
months of deciines that had taken place earier in 2012. 20131s
forecasted to o 69.6 Beffd up slightly from 2012,
Oil Market <« | Long EIA expects Brent crude to average of $112 per barrel for 2012 and 27.28

average $104 per bamel in 2013.

Moeting Minutes: 426 Annex Conference Room - 1:00 pm
Attandess: Jeff Kem, Terry Bates, Mitch Martin, Steve Nigderbaumer

Discussed current market conditions including weather forecasts, storage levels and various analysts projections as well as EIA's forecasts for
natural gas and oft markets, Discussed the recant run-up in price, which after discussion, determined the short-term run-up was based on cufrent
weather. Based on the discussion, as well as the current position of the Hedging Program, no additional hedging is proposed.




KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 216 of 317

‘SUIUOW JBWWING %0r PUE SUIUOW JBIUIM JO} %SZ St Janpoid BuiBpay o edAs Jed pemojie efejusniad wWnwiXel (1)

% feuosessg

ebBiO)g @ pabpay %

() (suoposju) *joui) jB10L
() 1opepn

(410) JemBIpUUM eBBiolS
(@) (8189 Au0) pabpen

Alddng waisAg 10 % jeuoseag
Alddng weysAs jo % poBpop
{ss0:0) Addng woisAg paisuisy

BWIngG
IBIUIM
1500 pabpaH pappequizy

18|07 1S0D-ON
sdeq 8ojid
9911d poxig
L} s1onpold BUlBpeH Jo 56

L

(wip) pabpe B0l
{Aonann amman 18104,

PebBpaf juRcWY

(15} siBMBIPUIM 8101
(W) SIBMBIDLIIM, JOUID
(OW) SiEMEIPUYIM SS2 001

(oW} swewsesnbey jejo)

(1o} suooslu; S84 001

o) 1sB08i07 PEOT AlBD AYD
1§85%167 pEo

E110 ei-deg £1-bny Py g-unp ei-few  grdy e1-18) £1-064 ei-uer 21-08Q SL-AON
2ijozfz) jo sy
£10Z 1840J20 ~ 2102 JoqQuIBA0N
UDRISOd ualing - wesBoud BuyBipayy

Ajanuoy ABseug exng



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 217 of 317

‘SUILOL JBWIUNG %0t PUS SLILOW JOIUIA 10} 2657 Si 1onpaid Buifipey jo 8di; sed pemoyie ebmueniad wnwixew [V]

% |BUDSERS

ebaiolg @ pebpsH %

(ig) tsuopsefu) ‘pouy) @miog

i Q) ey

(ui) 1emespyum ebeioig

(@) teisD Au) pelipey
abBIoIS Wijm psbpeH jwy

Aiddng woishs j0 % jeuosess
Aiddng waisis jo % pebpsy
{ss01D) Aiddng weisAg perswiisy

Jpuung
IBIUM
1500 pabpal peppaqua

SIEl0D 1500-ON

sdeg eold

8ol poxid

1) Ejonpoig DUIDRSH JO 68

(uip) pabpay (Bi0L
{Aep/yip) pebpeH 18104

BpoH utowy

(o) SIEMEIPUNM jBICL
GOW) . SIBMBIDUIAM, JBUIO
(OW) siemeIPUIM SSH ODL

{lop)} swewennbay {si0L
 {ow) suonoelu §S4 001
{1ow) Iseossod pec elen &I

18858107 PBOT

#1100 pi-dag bi-Bny

vi-mr ri-une ri-ABW vi-dy Pi-EN yi-g8d yi-uep £1-080 €1-AON
cLjoeel o 8y
¥ 102 1840320 - £102 J6qUIBAON
uopisod jusing - weibouig Buibpey
Axonjuay ABssug exng



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 218 of 317

-08g

Sl-bny

Si-np

§t-unp

si-Repy

"SLUOUI JBWILNG 0P PUB SUIUOLL JBIUIA JO} %GE §f jonpaud Guifpsy jo edA; jed pemojje ebeijusossd wnuwixei (1)

53y

Si-lepy G1-q84
21/02f2) o 8y
§10¢ 4840100 - y102 J8qiuaAoN
UON{80d uadng - wesBoig Buibpey
Ajonyusy ABleusg exng

gl-uer

yi-08(

PL-AON

2% {BUOSEBRS

sfigioig ¢ pebpoH %

(wig) (suonoafu; “jouy) jeloL

Q) e

(wa) remespyum sbesols

(a) (9189 AuD) pebpay
@bRIOIS WM pebpeH Juy

Ajddng wieysdg jo %, |suoseeg
Ajddng waisAs jo % pabpoy
{ssoup) Aiddng weisAs peteunisy

lBwwng
1BIUIM
1800 pebipay peppaquiz

SiBJ{0D) 1800-0N
sdeD 8old
8014 poOXi4
[y §19npoig BUIBPaH 1O §

¥

(wip) pebpayy jm10L
(ABp/yip) pebpai feiol
aslL
80l peaxi
63ld pexig
BpoH junowy

o) SiemMEIDUIM IBI0L
~ UOW) .siEMeIpUIM, oui0
(1018} SIBMBIPUUM S8 ODL

(1o} siwewssnbey gi101

Uon) suonselul $S4 001

(10w} 1se00104 PBOT @18 Ao
15898404 peo|



KyPSC Case No. 2012-180

2013 Annual Report - Attach A

Page 219 of 317

. Vo glinr

gi-unp

st-Aew

gi-udy

gl-se 91-G83
21/02i21 jo 8V
9102 43G0100 - SL0Z JeqUWaAoN
UOR|80d JuaLng - wriboid Bujbpey
Ayomuoy ABaouy exng

gi-uer

§1-33Q

S1-AON

*SUIUOW JBLUWING 9%0p PUE SUILOW JBIUIAA JO} %62 S ionpasd BuiBpey jo edA; sed pamope sbeiusaied wnwxew (i)

o, [BUCSEBS
efieiolg ¥ pabipan %

(o)} (suolinalul ouy oL
(na) e

WQ) rEmBspypm eBBIOS
{wa) (eep Aip) pabpaH

Aiddng woisAS Jo % jeussRss
Aiddng weysAs jo % peBpay
(ssoun) Alddng weisAs pajewnsy

suang
IBIUIM
wog pabpay pappaquiz

$1€100 1500-0N
sdeg soug
82)d poXi
[T 510npoJd DUIOPaK 10 59

{wip) pabipen =0l
{fepip) pabpay jmo).
asL
asL
Q8L
BR/OVRT FOBPoH suhouy

(o) SIBMEIDUUM 1BI0L
(0N} SIBMRIDUIM. 8110
(19W) SIeMEIPUIM S84 001

{}ow) swswalnbey je104

(jow) suonosiul S84 001

oW} 15828104 PBOT 818D Al
1885810 pBo



Delivery
Month

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
QOct-13
Summer 2013
Target Levels By March

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storage Gas

Target Levels By October

Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Gcet-14
Summer 2014
Target Levels By March

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

Target Levels By Octob

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March

er 31, 2013
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12/20/2012

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/12)
Supply Total Required Allowed
Dth/mo Dth/day Dth/mo dth/day dth/day

31,2013

31, 2013

31,2013

31,2013

Target Levels By October 31, 2013

Nov-15
Dec-15
Jan-16
Feb-16
Mar-18
Winter 15/16
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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 EIA NYMEX | _Hedged Prices
(07/08-11/12) | (2011-2012) 27-Nov-12} 11-Dec-12} 18-Dec-12 Ohio  Kentucky
$5.28 $3.08 $3.800 | $3.335
$4.95 $2.68 $3.740 | $3.375
$4.81 $2.45 $3.590 $3.392
$4.70 $2.19 $3.520 $3.428
$5.06 $2.04 $3.580 1 $3.471
$5.27 $2.43 $3.600 $3.503
$5.78 $2.77 $3.690 $3.555
$4.95 $3.01 $3.720 $3.580
$4.28 $2.63 $3.610 $3.580
$4.36 $3.02 $3.700 $3.625
Nov | $4.21 $3.47 $3.720 | $3.737
Dec | $4.54 $3.70 $3.870 $3.905
12 Month Avg $4.85 $2.79 $3.678 $3.541
Summer Average $3.631 $3.535
Winter Average $3.744 $3.549

$6.00
$5.50
$5.00
$4.50
$4.00
$350
$3 00
$2.50

$2.00
Jan Feb Mar Apr

May Jun July Aug

Sep Oct Nov Dec
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No changes to forecast

Mixed signals lead to low
forecast confidence

The forecast is unchanged this week with warmith still expected across
the southem tier and colder conditions spreading from Western Canada
into the northem Plains. The lack of change this week is due to mixed
signals coming from forecast guidance. December has certainly been
warm-dominated due to Pacific flow, and that is projected to continue at
least somewhat inta the beginning of January. In the meantime, there Is
still blocking in the upperatitudes, and whife it has yet to yield a cold
influence across the US It may do so if Pacific influences become fess of
a factor. There's also the MJO te consider, which may lead to a warmer
risk through at least the first half of the month. Meanwhile, the CFS
model does favor more cold in northern and weslemn areas, Given the
mixed signals, persistence Is generatly favored, but with low confidence.

Jan GWHDD** Forecasts “40Y Normal updatad to '02-11
10Y Normal* 931.3

Jan 2013 Fest: | 940.0 [30YNormal | 8453
Jan-2012 809.5

No Change

No changes to forecast

Signals remain mixed

Like January, there was no change to the February outlook this month,
with aboves sfill expected in southem areas and no significant,
sustained cold seen at this time. Also like January, it's still a low-
confidence forecast due to mixed signals. The CFS mode! shows more
cold across the northem tier, and there is still the chance thet blocking
could be more of a factor. However, persistence argues for a warmer
outlook, especiatly if Pacific influences remain dominant.

Feb GWHDD** Forecasts *10Y Normal updated to '02-11
10Y Normal*| 798.8
Feb 2013 Fest:| 753.0 [30YNomal | 7741
Feb-2012 698.1

No Change

**National Gas-Weighled HDDS
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WEATHER SERVICES

*Shaky Details In Storm Systems Remain*
*Colder Temperatures Dive into South In Mid-Period*

With models still struggling to have a grasp on the development
and timing of storm systems through the period, the confidence
in the forecast is kept at moderate levels, at best, Storm details
lately generally haven't come into better clarity until closer to the
near term. The first half of the period could entail more colder
\ air than forecasted across the South. Some of the colder risk
Previous } % may even advance into the Northeast late in the period, though
1 : -=="§ | of a marginal intensity. Several of the models have continually
been projecting colder scenarios for the period, but this forecast
is warmer as persistent Pacific influences may enable a warmer
outlook than what the madels portray.

Previous

Previous

Forecast Confidence: 4 " Forecast Confidence: 4

1A +3F to +aF BEL A +5F to +7F
B -3F to -4F B -5F to -7F

MA +8F to +14
MB -8F to ~14F

SA +15 or Higher
5B -15 or Lower




weekly Natural Gas Storage Report

Yo 4.8, Energy information Adminlstration
indapendent Statistics and Analysis
Home > NalumliEss > Weekly Nawral Gas Storage Repon
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Glossary

Relonze Scheduls
Weekly Natural Gas Storage Report B odntes
Relensod: Docembor 20, 2012 ot 10:30 a.m. {sastern time) for the Week Ending December 14 2012
Hext Retense: Docember 28,2012
Working Gas In Underground Storage, Lower 48 other formats: Summary TXT £SY
Stocks In bilion cublc feet (Bef) Historlcal Comparlsons Data
Reglon Yaar Ago (12/14/21} 5-Year (2007-2011) Average
12/14/12 12/07/12 Change Stocks (30) w crange | Sane (b e Cheens Histary (XLS}
East 1,925 1,974 -49 1,863 1.9 1,845 4.3 Spear ““”;:g;’;;‘,‘f;‘;‘;‘;‘{:;cks
\wiest 538 547 -9 a7 128 457 177 x15)
Producing 1,261 1,285 24 1,218 3.5 1,078 17.0 References
Total 3,724 3,806 -82 3,658 1.8 3,379 10.2 o Monthty
Notes pod Definltlons and Weekly Data
Raviston Policy
Summary Performance Evaluation

Waorking gas In storage was 3,724 Bcf as of Friday, December 14, 2012, according to £1A estimates. This represents a net
decline of 82 Bd from the previous week. Slocks were 66 Bef higher than last year at this time and 345 Bef above the 5-
year average of 3,379 Bcf. In the East Reglon, stocks were B0 Bcf above the S-year average foliowing net withdrawals of
49 Bef. Stocks In the Producing Region were 183 Bef above the 5-year average of 1,078 Bef after a net withdrawal of 24
Bef. Stocks in the West Reglon were 81 Bef above the S-year average after a net drawdown of 9 Bef. At 3,724 Bdf, total
working gas is above the 5-year historicai range

Working gas stocks In thg Producing Reglon, for the wesk ending December 14, 2012, totated 1,261 Bef, with 312 8¢f In salt cavern fadiities
and 949 Bef in nonsalt cavein faciitles. Working gas stocks decreased 8 Bel In the salt cavern faciiities and decreased 17 In the ronsalt
cavem fadilities since December 7. An historical Sories of the salt and nonsalt sublotals of the Produdng Reglon is avaliahis for download at;
wmast_producing tealon pall.xls,

Ronge

04 [
i f 8 P : ¢ & o1 03

values for the

Note: The shaded area the range the and
weekly cerles from 2007 through 2011,

Source: Farm EIA-912, "Weekly Underground Natural Gas Stornge Report.” The dashed vertical Haes Indicate
current and yesr-ago weekly periods.

Related Links
Storage Baslcs
Naturat Gas Weekly Update
Natural Gas Navigator

Privacy/Security | Accessibllity { Copyright & Reuse « Contact Us i Feedback | Careers | About EIA

Fedstats | USA.gov | Department of Energy

/15
http://ir.eia.gov/ngs/ngs.html

12/20/2012
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PIRA

North American Gas Price Overview
Per MMBTU
November 27, 2012 Release

"“Average
. 7201 0

Average i Average

Loeot2 (s

i Average
L 2013

Summer

Summer

2010

Winter 2010
..2011 |

/¢
Hedging Meeting 12-20-2012.xlsx 12/19/2012 PIRA Prices
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November 27, 2012 NATURAL GAS

U.S. GAS PRICE SCORECARD: DECEMBER 2012 ~ MARCH 2013

ot with aQ12 9V
. Maicellus I aurging

ng 4011, but eha!efgas

from the marketin 1012 whep AECO-C pricas were sub-$2, O
is exp d1o to domlnate C {lan drilling, causing
[ d prodi docll Canada's RIC heating market got
off 1o a fast starl Nkely helping to trim stocks to near or below

year-carller levels even before December.

A it

HNext month will provide the first major test of the resilience
of cosilo-gas substhution, especlaliy if HH prices move
within striking distance of S4/MMBIy, or ~20% above a year
ugo. Colder YjY weather, new gas-fired EG capacity ant the
genetaily positive Impact of higher gas prices on electricity

&R g ) By 155
November GWHODDs appear on frack to best year ago by 13%
and PIRA's hybrld by ~3%, but Dacember's tally uitimately
wilf tar surpags this manth jo importance, If o predicted mild
stan does matetiallze, a sizsble swing to colder-than-normat
will ba neaded tor the full month to average near normat.

There Is Ing evid that the long: g bearlsh blas Ively held by non-cammarcial tradars has finally ended,
Qutslde of 2 brief five-week perfod (828 through B/25), speculators have held a combined NYMEX/ICE net long position since
mld{:ar s per the CFTG's weokly Commitimont of Tradsrs data. The Iatest snapshot of holdings as of 7420 led that thelr
nef long futures poslilon stood at -67.5 thousang contracts, which was up WAV, but below the 12-month high of ~78 thousand
lots booked on 10/30/12; Qtuen & bat shoid posfion of ~192 thousand Iots In piace just a year ago, additional buying would not ba
_surprising. Begardipss, changing percoptions @t 8 minimum faver greater volatiilty.

PIRA Energy Group, 3 Park Avenup, 26" Floor, Naw Yoik, NY 10016-5089 (Tel) 212-886-6808 (Fax) 212-686-6628 www.pira.com
For authorized subscrbars only. Copyfigh! © 2012 FIRA Energy Group. All rights reserved

/7
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Gas Price Predictions

Barclay’s Ups 2013 Price Call as Balance Tightens—Dec 6, 2012

Citing an expected decline in dry gas production, an uptick in industrial demand, falling

net imports and the return to norma! weather, Barclays increases price forecast for 2013
to $3.70/MMBtu from $3.25/MMBtu. Barclay's estimates that gas prices will need to rise
to $4/ MMBtu to $4.50/MMBtu before a meaningful increase in dry gas drilling will occur.

“In aggregate, the return to normal weather, further growth of industrial consumption
and declining net imports as poised to tighten the balances enough to haive the need
for coal displacement next year, but not to eliminate it.”

Gas to Stay Below $4 in 2013 Due to Stagnant Demand—Dec 6, 2012

According to S&P, gas prices will stay below $4/Mcf in 2013 due to weak demand
growth for industrial and commercial customers. S&P expects gas production to remain
flat to slightly down in the next 12 months. "All of the major demand drivers-—liquefied
natural gas exports, gas as transportation fuel and expanded use by the petrochemical
industry are still several years away from creating substantial demand.” Also capping
gas prices is the record amount of gas in storage, coupled with the backlog of gas wells
drilled but awaiting completions or pipeline takeaway capacity.

Market Balance Tighter than Last Winter—December 17, 2012

Barclays predicts that the supply/demand balance will be tighter this winter than last
year but, a significant amount of coal displacement will still be needed to offset growing
production. Normal winter weather should lead to average prices for the first quarter to
be around $3.50/MMBtu. If the winter is 5% colder-than-normal, demand would lift
prices to $4.25/MMBtu, allowing coal to regain significant market share from gas
generation. If winter temperatures are 5% warmer-than-normal Barclay's sees prices
below $3/MMBtu.

19
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LNG Exporis
Benefits Outweigh Costs of LNG Exports—Dec 6, 2012

DOE's long-awaited study LNG study indicates that exports would initially increase
domestic gas prices by up to 33 cents/Mcf but the economic benefits to the broader
economy will outweigh the negative impact on consumers.

“Congressional and industry leader came away with divergent views of the study, with
some claiming it backed the case to expand LNG exports and others saying it did just
the opposite given the expected increase in gas prices.”

The studies are crucial in helping the DOE make a decision regarding whether to
approve pending applications to ship LNG abroad. By law, DOE must approve exports
to countries that have free trade agreements with the US, but DOE can limit or block
exports to Non-FTA countries if it finds they are not in the public interest. DOE will
accept public comment for 45 days and reply comments will be accepted for 30 days. A
decision will not be made until February or later.

LNG Exports Likely to be Phased In—Dec 11, 2012

The Obama administration will allow more and more LNG exports over time as part of a
phased gas export strategy. According to Shell, “We'll see a level of exports that's
considered acceptable from a policy standpoint and then over the next decade my
expectations would be that as we see these natural gas resources continue to be
developed and prove themselves in the US we'il have a stronger belief in the resilience
and the duration of these resources and more exports of LNG."

Rep. Markey Questions Findings of LNG Export Study—Dec 18, 2012

According to Representative Markey, the DEQ’s study on the economic impact of large-
scale US LNG exports relied in outdated data, misinterpreted a previous analysis and
made inaccurate assumptions about potential benefits. The study used a “deeply
flawed methodology that may have led to conclusion that severely underestimates the
negative impacts of large-scale natural gas exporting.” The data does not take into
account recent coal-to-gas switching for electric generation, new investments by
industrial users and the potential growth in natural gas vehicles. “This data badly
underestimates the growth that has aiready accurred in domestic natural gas demand
as well as demand that is expected in the future.”

/9
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Energy Information Administration
Henry Hub Pricing

Per MMbtu
December 11, 2012 Release

[ Jari0 ] 583 4.49 2.67 3.80
Feb-10 532 4.09 2.50 3.74
__Mar10 4.29 397 2.18 3.59
Apr-10 4.03 4.25 1.95 3.52
_ May-10 4.14 4.31 2.43 3.58
. . k 4.80 4.55 2.46 3.60
__dJukio 4.63 o dutt1 4.42 2.95 3.69
Aug-10 4.32 Aug-11 4.05 2.84 3.72
Sep-10 3.89 Sep-11 3.90 2.85 3.61
Oct-10 3.43 [ Oct-11 | 3.56 3.81 3.70
__Nov-10 3.7 Nov-11 3.24 3.54 372
| Dec-i0_ | 4.25 Dec-11 347 3.65 387
Average Average Average Average
2010 $ 4.387 2011 $ 4.000 2012 1's 2778 | 2013 | $ 3.678
Summer T Summer Summer Summer
2010 $ 4.171‘ 2011 $ 4.149 2012 $ 2.684 2013 $ 3.631
Winter 2010- Winter 2011- Winter 2012
2011 $ 4,102 2012 $ 2.752 2013 $ 3.664
20

{edging Meeting 12-20-2012.xlsx 12/18/2012 EIA Prices
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Summer Strip 2013
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Winter Strip Nov13 - Mari4
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KyPSC Case No. 2012-180
2013 Annual Report - Attach A

Page 233 of 317

Pexa
%

+cLoefviet
+ 2Log/v/LL
+2log/v/oL
T 2L0g/v/6
+eloe/v/e
+ gLog/v/L
+ 2L0e/v/9
+ g10e/v/s
T+ ete/viv
+ 2loeiv/e
- clog/v/e
1 210g/v/1
+ 110g/v/et
T HL0e/¥/ L1
T+ L10e/v/01
1 LLoe/v/6
+ LL0g/v/8
+ H10elvie
+ HLO2/Y/9
T LLoB/vls
- L102/b/y
+ LL0g/vie
+ Ho2g/v/e
+ L108/v/L
+ OL0Z/¥/21
+ 0102/¥/H1
T 0t0e/v/oL
+ 0102/¥/6
-+ 0108/v/8
+ 0102/v/L
+ 0102/¥/9
+ 0LO2/Y/S
r 0L0e2/b/v
+ 0108/v/6
- 0L02/v/g

.

L

$7.50

$6.50

$5.50

wp/s

23

$4.50

$3.50

0Log/v/L

$2.50

L High Low -Close}




KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 234 of 317

e
b’h

+2102/v/eL

=

Winter Strip Nov14 - Mar15

=

]
Pk
"~
3

s F{?’:—;:“;_

i
3

+eL0e/v/LL
+ 2 L0g/viol
+ 210e/vfe
+ 2l0e/v/8
- 210e/t/L
T ¢h02/v/9
+2108/v/S
+ g lLoelvlv
+ ¢ L0g/v/e
+eLoe/vie
+2L0a/v/1
+ Liog/v/el
+ LL0e//LL
+ L102/Y/0L
+ L102/Y/6
- L102/v/8
- 1L02/v/L
+ LI02/v/9
+ LL08/Y/S
+ HLO2/e/Y
+ LL02/P/E
+ L10g/Y/e
- L1L02/v/1
A A
- OL0g/v/ 1L
- 01L02/v/01
+ 0102/%/6
+ 0L02/¥/8
+ 0LOS/Y/L
+- 0LO2/¥/9
+ 01L08/¥/S
+ 0toe/vly
+ 0Log/P/e
- 0L0g/¥/e

$8.50

$7.50

$6.50

$5.50

uip/g

24

$4.50

$3.50

0L0a/v/1

$2.50




KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 235 of 317

Summer Strip 2015
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Independent Statistics & Analysis
U.S. Energy Information
D S Administration

Short-Term Energy Outlook (STEQ)
o

Natural Gas
U.S. Natural Gas Consumption.

EIA expects that natural gas consumption will average 69.7 billion cubic feet per day (Bcf/d) in
2012, an increase of 4.8 percent from 2011. Large gains in electric power use in 2012 more than
offset declines in residential and commercial use. EIA projects consumption of natural gas for
power generation in 2012 will exceed the previous year’s level by 21.3 percent. Consumption of
natural gas for power generation was particularly high in 2012 because of an unusually hot
summer combined with relatively fow gas prices. While consumption of gas for power
generation is expected to decline 10.4 percent in 2013 to 22.6 Bef/d, natural gas for power
generation remains high by historical standards and reflects a structural shift toward using more

natural gas for power generation,

Projected consumption in 2013 declines slightly from 2012, as increases in residential and
commercial consumption offset the declines in electric power use. The National Oceanic and
Atmospheric Administration projects temperatures that are near normal this winter, but much
colder than last vear's mild winter. The weather forecasts imply large increases in use of natural
gas for heating.

U.S. Natural Gas Production and Imports. This month’s STEO revises upward the forecast for
marketed production for 2012 by 0.4 Bef/d to 69.2 Bef/d. While the revision is relatively small,

the cause of the revision is significant. EIA’s production survey indicated a 9 percent increase in
production between August and September 2012, Part of this increase is a recovery from

Hurricane isaac-related declines in August, but the increase also reverses several months of
declines that had taken place earlier in 2012. At 69.4 Bcf/d, marketed production in September
was slightly higher than January 2012 and the highest since February 1973 despite the decline in
the natural gas rig count this year. According to Baker Hughes, the natural gas rig count was 417

as of December 7, 2012, compared with 811 at the start of 2012.

ElA forecasts that total marketed production will average 69.6 Bef/d in 2013, slightly up from
2012, Even with the projected increases in the second half of 2012, production growth has
slowed from its strong upward trajectory seen in 2009~11. £IA expects that growth in
associated gas from crude oil production, as well as continued drilling in liquids-rich areas, will
continue to offset the decline in drilling activity.
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U.S. Natural Gas Inventories. While inventories ended the injection season at a record high, it was
due mainly to a high level of gas going into the injection season, rather than strong injection levels. The
increase of 1,446 Bcf in working gas inventory during the 2012 injection season {from the beginning of
April through the end of October} is small by historical standards. Last vear’s inventory build from

April through October, for comparison, was 2,224 Bef.

Crude Oil Prices. EIA projects the spot price of Brent crude oil will average $112 per barrelin
2012 and $104 per barrel in 2013, both mostly unchanged from Jast month's STEO. EIA expects
the WT1 price to average $89 per barrel in the fourth quarter of 2012, $1 per barrel lower than
in last month’s STEQ, and to average $88 per barrel in 2013. EIA projects the WT! crude oil spot
price discount to the Brent crude oil spot price will average 521 per barrel in the fourth quarter
of 2012 before falling to $11 per barrel by the end of 2013.
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked In
Winter 201213
%
Dth/Day System
November December January Februa March Total

Duke Energy Ohio

Previously Hedged

Col Guif Mainline
Col Guif Mainline
Col Gulf Mainline
Gulf South

Tex Gas Zone 1
Total

System Supply

Duke Energy Kentucky
Previo

Col Gulf Mainline
Col Gulf Mainline
Col Gulf Mainline
Total

System Supply

Duke Enerqy-Total
Previously Hedged

Total
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Gas Resources
Hedglng Program
Market Indicators Summary
January 17, 2013
Price Page
’Pressurel Term I Comments [ Ref

Weather

NOQAA predicting above average lemperatures far February 2013~April
Long Term Forecast (Feb 13-Apr 13) l Long {2013 for south central and southwestern portlons of CONUS. New 12
England area also predicted to have Above normal lemperaltures.

. February is predicled lo be 1.7% warmer than normal based on 10 year
Mid Term Forecast (30-60 days) Long nomals and March weather is predicted to be 3.6% colder than normal. 13
Strong Below and Much Below in the Midwest and Northeast early in the
Shor Term Forecast (6-10 days) T Shorl |period, with above temperatures in the west. Narnal lemperatures in the 14

Midwest and East later in the period.

Storage Inventory

Storage withdraws for the week ending January 11th were 148 BCF.
E1A Weekly Storage Report ¥ Long |Starage levels are at 3,168 TCF which is 4 4% lower than last year and 15
11.1% higher than the 5 year average.

Industry Publications

GAS PRICE SCORECARD: Gas Price Qutlook for December 2012~

%?t\j;%r‘lgzylg T Lon March 2013 "Bullish®. Bullish fundamentals inciude Canadian 1647
s 2013 9 IProduction/Exports, US Storage levels, Industrial and :
umimer : Residential/Commercial Demand.
Paribas cuts 2013 price 50 cents to $3 S0/MMBLu, citing infrequent
oulbreaks of cold weather. December is the 10th warmest and only 40%
of winter demand lefl. Paribas expects $3 gas either this quarter or next.
Gas Daily-Gas Price Predictions T i Long Goldman Sachs reduced 2013 price to $3 75 from $4.26 ciling mild winter 18-19

weather and high levels of gas in storage. Raymond James reduced their
2013 estimate by 50 cent to $3.25/Mcl and 2014 price estimate to
$3.75/Mcf citing mild December temperatures and forecasted normal o
above normal weather.

Manufactures and public gas utilities have formed a lobby against
unfimited exports of LNG. Citing $90 billion In projects the manufacturing 20
sector is planning, much of il driven by the low cost of gas as a feedslock,
but uncertalnty about LNG exports could hinder this investment.

Gas Daily~L.NG Exports l tong

Government Agencies
Energy Informalion Administralion

The projected Henry Hub natural gas spot price averages $3.743/MMBlu
Winter 2012/13: $3.548 $ | rong 21
‘Summer 2013: $3.725 for 2013 and $3.903/MMBu for 2014.
Technlcal Analysls
Summer 2013 Strip Chart + | shont [Closed at $3 59 2
Winter 2013-14 Strip Chart F Shont |Closed at $3 99 23
Summer 2014 Strip Chart £ [ short [Closed at$a 89 24
Winter 2014-15 Strip Chart t | short [closed at $4.32 25
Summer 2015 Strip Chant t | short [ciosed at 54.15 %
Winter 2015-16 Strip Chart r Short {Closed at $4.49 27
Economy
ElA projects lotal natural gas consumption te be 69.7 Bef/d in 2013 and
69.4 Bcf/d in 2014. Total consumption is unchanged from 2012 but the
Demand +—+ 1 Long Imakeup of consumption changes. Increased usage for residential and 2629
commercial space heating belng offset by declines in power generation.
Total marketed production will increase from 69.2 Bef/d In 201210 69.8
Bef/d in 2013, and drop slightly to 69.5 Befid in 2014. Production has been
Supply < 1 Long ]rising despite large decreases in the natural gas rig count over the past 28-29
year-the rlg count was 431 as of December 28, 2012, compared with 811
atthe start of 2012,
" ElA expects Brent crude to average of $112 per barre! for 2012, $105 per
<
Oil Market Long | arrel in 2013, and $99 per barre In 2014, 2829

Meeting Minutes: 426 Annex Conference Room - 1:00 pm
Altendees. Jim Mehring, Jelf Kern, Mike Brumback, Joachim Fischesser, Terry Bates, Mitch Martin, Sleva Niederbaumer
Discussed market fund Is including her, storage Inventory levels, PIRA and EIA price forecasts, independent analysts projections of
supply and demand and the impact on gas prices, economic influences on supply and demand and technical analysis on Summer and Winter Strip
prices. In addition, reviewed DEQ and DEK's hedging program to date  Significant discussion took place about around the recent run-up of
NYMEX prices which has been tied to colder weather and colder weather forecasts for major consumption areas in the CONUS. Based on these
faclors, a decision was made not lo hedge additional volumes.
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Duke Energy Kentucky
Hedging Program
Current Paosition

System Hedged to Date Next Target (3/31/12)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr13
May-13

Jun-13

Jul-13

Aug-13

Sep-13

Qct-13

Summer 2013 ]
Target Levels By March 31, 2013 |

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas
Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2013

Apr-14

May-14

Jun-14

Jul-t4

Aug-14

Sep-14

Oct-14 _

Summer 2014
Target Levels By March 31, 2013
Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

Target Levels By October 31, 2013

Apr-15
May-15
Jun-15
Jul-15
Aug-15
Sep-15
Oct-15
Summer 2015
Target Levels By March 31, 2013

Nov-15
Dec-15
Jan-16
Feb-16
Mar-16
Winter 15/16

Target Levels By October 31, 2013 —
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES

TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX GClosing Price

§-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices

(08/03-12/13) | (2012-2013) 21-Dec-12| 8-Jan-13 | 17-dan-13 Ohio  Kentucky
Feb | $4.95 $2.68 $3.800 | $3.412
Mar | $4.81 $2.45 $3.740 | $3.415
Apr | $4.70 $2.19 $3.500 |  $3.447
May | $5.06 $2.04 $3.520 |  $3.498
Jun | $5.27 $2.43 $3.580 |  $3.551
July | $5.78 $2.77 $3.600 |  $3.599
Aug | %495 $3.01 $3.690 | $3.625
Sep | $4.28 $2.63 $3720 [  $3.631
Oct | $4.36 $3.02 $3.610| $3.664
Nov | $4.21 $3.47 $3.700 | $3.767
Dec | $4.54 $3.70 $3.720 |  $3.959
Jan | $4.52 $3.35 $3.870 $4.069
12 Month Avg $4.79 $2.81 $3.678 $3.636
Summer Average $3.616 $3.574
Winter Average $3.766 $3.724

$6.00

$5.50

$5.00

$4.50

$4.00

$3.50

$3.00

$2 50

$2.00

Feb Mar Apr May Jun July Aug Sep Oct Nov Dec Jan

}
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WEATHER SERVICES

tel
i1 x5 s dan 16, ;
+20to+29 Ed+1.0t0+1.9 0 BEH 1.0t 1.9

wussnEy

[-09tc08

Significant cold changes in the No changes to forecast

Midwest and East
a Warm signals favored with

Warmer in the West eastern/central US

Significant changes were made to the February forecast, with colder The forecast Is unchanged this week, with warmer than normal
conditions now expected for much of the Midwest and East, while the temperatures extending from Texas across the Midwest and into the
West warms. The changes were spurred on by a transformation in the northeastem reaches of the Continent. Only westem Canada sees
patiem taking place in the latter part of January, with weaker Pacific beiow nomal temperatures in this update. Warm signals, Including a
Influences giving way 10 stronger blocking influences In the upper- -PDO, as well as warm projections by the ECMWF and CFSv2 models
latitudes. There Is at least some indication that colder Influsnces wit suppor this warm outlook. The CFSv2 solution would likely lead to the
cany on into February as further supported by the MJO possibly heading| | lowest GWHDD total of the two modet runs. Colder changes to the

into a colder phase 8, and the long range CFS and ECMWF monthly northern and eastern US in February does seem to lessen confidence
models showing good support for widespread cald across the eastern as persistence may prove to be less of a factor.

half, The risk may yet be to the cold side at least early in the month
given the magnitude of the blocking shown by some of the models at the
end of this month.

Feb GWHDD** Forecasts “40Y Nomal updated to ‘0312 | [Mar GWHDD** Forecasts *10Y Normal updated to '03-12
10Y Normai* 798.7 10Y Normai*| 584.2
Feb 2013 Fest:| 785.0 [30vNomai | 7741 | | Mar 2013 Fest:| 605.0 [30YNomal | 6266
Feb-2012 699.1 Mar.2012 | 387.0

Change: +32 No Change

**Natonal Ges-Walghted HODs
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*Strong Belows In Midwest, Northeast Early*
*‘Warming For Midwest, East For 2nd Half*

The strongest cold air will exist across the Midwest and North-
east at the onset of the period. The strongest anomalies are
depicted in the European operational model, which shows the
possibility of more widespread strong below normals. However,
a rapid warm up occurs in the Midwest for the mid-period and
into the East during the late period on many of the models.
Some caution was taken with this warm up as the potential
storm system could take a more southery track and keep much
of the warmer air to the south. Still, some warmer adjustments
could be made in the coming days. Readings stay warm in the
West through the early and middle periods, except for the West
Coast where colder trends are seen late.

Forecast Confidence: 4 Forecast Confidence: 4

A +3F to +4F EE A +5F to +7F EE MA +8F to +14F
B -3F to <4F B -5F to -7F EE MB -8F to -14F

SA +15 or Higher
8B -15 or Lower
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weekly Natural (ias Storage Report - EIA Page 2 of 2

Summary text CSV  JSNWorking gas in underground storage, lower 48 states
Historical Comparlsons

Stocks Year ago 5-Year average

. bilioncubicleet (Bef) (2008-2012)
L3 01/04/13  change ... {Bc) % chang:
. 1,508 B
887 17,

Producing 1113 1182 _
Salt 275 283 -

_ Nonsait 837 870

Total 3,168 3,316

Summary

Working gas in storags was 3,168 Bcf as of Friday, January 11, 2013, according to EiA estimates. This represents a ne
increase of a net decline of 148 Bcf from the previous week. Stocks were 147 Bcf less than last year at this time and 31
Bef above the 5-year average of 2,852 Bef. in the East Region, stocks were 92 Bef above the 5-year average following 1
withdrawals of 86 Bcf. Stocks in the Producing Reglon were 156 Bcf above the 5-year average of 957 Bcf after a net
withdrawal of 39 Bef. Stocks in the West Reglon were 88 Bcof above the 5-year average after a net drawdown of 23 Bcf.
3,168 Bcf, total working gas Is within the 5-year historical range.

Worting gas in underground storage comparedwiththe 6-yearmasdmun and minftmamn

billion cublefeet

4400

3400

2400

1,400

400

g T b= T 3 3 b 3 3

% % a é : g

AR
AAA —_— mc‘.gmm-mmtmm rangs
ominsms B4R RTRAN

B toure: 8, Envgy ermston AdaIntsteton

Note: The shaded area indicates the range between the historical minimum and maximum values for the weekly series from 2008
through 2012.

Source: Form EIA-912, "Weekly Underground Naturai Gas Storage Report.” The dashed vertical lines indicate current and year-ag
weekly periods.

/5
http://ir.eia.gov/ngs/ngs.html 1/1712013
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PIRA
North American Gas Price Overview
Per MMBTU
December 21, 2012 Release

BT
Feb-11

Qct-12
(. Nov-12
| Dec-12

““Average Average ! Average | ’
2010 2011 | L2018 |
Summer Summer Summer s I {Summer | s |
2010 2011 2012 oo S
Winter 2010 $ Winter 2011- Winter 2012 $
2011 |7 2012 2013 f

/¢

Hedging Meeting 1-17-2013.xlsx 1/14/2013 PIRA Prices
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December 21, 2012 ' o  NATURAL GAS

U.S. GAS PRICE SCORECARD: DECEMBER 2012 — MARCH 2013

Bearish Nevtral Bullish

Canadlan net exports will bear the burden of both weaker gas
prices and a more moderate GWHDD outlook. Exports are
foracast to average under 4,5 BCF/D In 1Q from an upwardly
revised wastern Canada end-March storage forecast. 8ut end-
tdarch starage still teatures & large Y/Y deficit.

Canadian Production/Exports [

Wild weather and reduced coal-to-gas substitutlon are
1 {o sand D ber gas EG to its first Y/Y decline this
year. in 1Q13, stronger Y/Y weather-driven overall EG, new
gas-fired £G capacity and coal plant retliroments mitigate the
mpact of higher Y/Y gas prices on coal-te-gas substitution,

Electric Generation (EG)

Decomber GWHDDs are on pace to be upwards of 15% below
the 10-yenr normal and 4-5% below the low bar set last year,
Iincreasing the prospaect of below-narmal GWHDD's carrying
forward Into 1Q13. As such, PIRA has adjusted its Reference
Case for the remainder of the 2012-2013 healing season to
reflect GWHDDs that are 5% below the 10-ysar normat

Residential/Commerclal (R/C) e

The NYMEX/ICE non-commaerclal futures net iong position topped 71,000 lots in late November. Since then, short selling, coupled
i with a simuitaneous reduction In long posltions, has pared the reported speculative net long position toward 6,000 {ots. Yet, this
position stlli stands In stark contrast to a year ago when an overwhelming bearish blas ylelded a not short position of -145,000
lots, The relatively neutral current outiook is rooted to expectations of slow U.S. gas productlon growth, which would mix
bullishly with help from Mother Nature In the form of a colder Y/Y 1Q. But the record warmth In December at thls polnt has stoked
worres that mild temperatures wlili extend into 2013, which would prompt additional seiling depending on the extent to which

GWHDDSs fall short of normel benchmarks.

PIRA Energy Group, 3 Park Avenus, 26™ Floor, New York, NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-686-6628 www glra.com
For authorized subscribers only. Copyright © 2012 PIRA Energy Group. Al rights reserved. 2
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Gas Price Predictions

BNP Paribas Cuts 2013 Gas Price to $3.50/MMBtu on Mild Winter

BNP Paribas has cut their 2013 natural gas price forecast by 50 cents to $3.50/MMBtu.
“Infrequent outbreaks of cold weather in the eastern half of the US so far this winter
have hampered the heating demand recovery that we were expecting. Indeed, we
expect price rallies to the short-lived unti! more constructive fundamentals begin to
emerge. More to the point, we see prices retesting $3, either this quarter or next,
because of the persistence of elevated inventories.” December was the 10" warmest in
the US on record and only 40% of winter demand is stilt left in the season.

Gas Prices to Rebound to mid-$5 as Production Falls—dJan. 16, 2013

Development of shale resources has put more gas in play and depressed prices in the
short term, however according to Morningstar, prices are likely to rebound to the
$5.40/Mcf level over the next few years unless there is another technological revolution
in drilling. “Outside of a radically improved production process or the emergence of a
new, lost-cost source of supply, we don't foresee any meaningful structure change in
the cost to produce natural gas going forward.” Morningstar looked at four factors
impacting gas prices: dry gas rig productivity, the impact of associated gas and liquids-
rich drilling, drilling efficiency gains, and the relationship between marginal cost and
price. Morningstar noted that while in the short run, supply and demand imbatances
can lead to a divergence of price and cost, over longer periods of time price and
marginal cost of production are closely linked. Over the past 10 years, the marginal
cost of US gas production has ranged between $5 and $7/mcf.

Analysts Trim Price Forecasts on Warm Winter—Jan. 8, 2013
Analysts at 2 investment banks cut their 2013 gas price forecasts.

Goldman Sachs reduced their 2013 estimate to $3.75/MMbtu from $4.25/MMBtu, citing
mild winter weather and high fevels of gas in storage. In addition, Goldman Sachs
indicated that higher fevels of coal-to-gas switching would be needed to avoid
approaching storage capacity—meaning that “naturai gas will need to price lower.” “We
now expect 2.4 Bcf/d of coal-to-gas switching will be needed on average in 2013 to
reach comfortable inventory levels of 3.85 Tcf by the end of the summer, up from 2.1
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Bef/d previously.” Goldman Sachs predicted the average price in 2014 will be
$4.25/MMBtu.

Raymond James cut its’ price estimate, citing mild December temperatures and
forecasts calling for more normal to above-normal temperatures across key eastern US
market areas. While gas prices could still rally on a January-February cold snap, it is
cutting the 1% and 2™ quarter 2013 estimates by 75 cents to $3.50/Mcf and $3/Mcf
respectively. Raymond James 2013 forecast was reduced by 50 cents to $3.25/Mcf,
2014 forecast is $3.75/Mcf.
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LNG Exports

New Coalition Opposes Unfettered LNG Exports—dJan. 11, 2013

Major manufactures and public gas utilities have formed a group to lobby against
unlimited exports of LNG, which would hurt consumers and send jobs abroad. A survey
found that 81% of voters think that LNG exports should be restricted until there is a
better understanding of how exports will impact domestic gas prices. The
manufacturing sector is planning $80 billion of projects in the US—-much of it driven by
the low cost of gas as a feedstock-—but uncertainty about LNG exports could hinder this
investment. Supporters of LNG exports counter stating “Short-sighted efforts by a few
industrial users to restrict exports in an apparent attempt to control prices would deprive
American families of the wider benefits of lower costs and increased job creation.”
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Energy Information Administration
Henry Hub Pricing

Per MiVibtu
January 8, 2013 Release

4.49 Jan-12 2.67 Jan-13 3.56 411

409 | | Feb-12 2.50 Feb-13 3.69 4.04

3.97 Mar-12 2.18 Mar-13 3.61 3.84

4.25 Apr-12 1.95 _Apr-13 | 3.60 3.77

4.31 _May-12 | 2.43 _May-13 | 3.61 3.79

4.55 Jun-12 2.46 Jun-13 3.65 3.83

4.42 Jul-12 295 L Juk13 3.76 3.78

4,05 Aug-12 2.84 Aug-13 3.81 3.83

3.80 Sep-12 2.85 Sep-13 3.81 3.84

3.56 Oct-12 3.32 Oct-13 3.86 392

3.24 Nov-12 3.54 Nov-13 3.92 3.98

317 Dec-12 3.34 Dec-13 4.04 4.11

[ Average Average Average o Average
2011 $ 4.000 2012 $ 2,753 2013 $ 3,743 2014 $ 3.903
Summer Summer Summer Summer

4,149 2.686 3.729 3.823

2011 $ 2012 $ 2013 $ | 2014 $
Winter 20114 Winter 20121 Winter 20134
2012 $ 2.752 2013 $ 3.548 2014 $ 3.993
21
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Summer Strip 2013
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Winter Strip Nov13 - Mari4
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Summer Strip 2014
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Winter Strip Novi4 - Mar15
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Summer Strip 2015
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Winter Strip Nov15 - Mar16
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Independent Statistics & Analysis

U.S. Energy Information
D Administration

Short-Term Energy Outlock (STEQ)

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.7
billion cubic feet per day (Bcf/d) in 2013 and 69.4 Bef/d in 2014. While total consumption is
relatively unchanged from 2012, the makeup of consumption changes. Because of a warm
winter last year, 2012 residential and commercial consumption was very low, and the hot
summer {as well as relatively low natural gas prices) led to record-high use of natural gas for
power generation. Forecasts for closer-to-normal temperatures in 2013 and 2014 will lead to
increases in natural gas used for residential and commiercial space heating. These increases are
offset by declines in natural gas for power generation, as summer temperatures are expected to
be closer to normal, meaning cooler than they were in 2012.

Despite projected declines in electric power consumption from 2012 levels, consumnption of
natural gas for electric power generation remains high by historical standards and reflects a

structural shift toward using more natural gas for power generation. While the shift toward
more natural gas for power generation has been most evident in the Southeast, other major
consuming areas have also increased natural gas consumption. Increased pipeline flows in New
England during the summer months, for example, represent an increasing reliance on natural
gas for power generation.

U.S. Natural Gas Production and Imports. This month’s STEOQ expects continued growth in
natural gas production, driven largely by onshore production in shale areas. In particular,
production in the Marcellus Shale areas of Pennsylvania and West Virginia is expected to
continue rising, as recently drilled wells become operational. Despite relatively low natural gas
prices, Pennsylvania drilling continues at a strong pace as producers target combination oil-and gas
wells. Production has been rising despite large decreases in the natural gas rig count over

the past year. According to Baker Hughes, the natural gas rig count was 431 as of December 28,
2012, compared with 811 at the start of 2012. The oil rig count has also declined in recent
months {oil rigs often produce associated natural gas), although declines have been much
smaller than declines in the natural gas rig count. The declines in rig counts, coupled with
continued production growth, suggest increases in rig efficiency, which will maintain production
levels going forward.

This month’s STEO expects that total marketed production will increase from 69.2 Bef/d in 2012
to 69.8 Bcf/d in 2013, and drop slightly to 69.5 Bcf/d in 2014. EIA expects growth in Lower 48
onshore production will continue through 2014, and will be offset by Gulf of Mexico declines
next year,
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U.S. Natural Gas Inventories. Inventories of working natural gas in storage remain at high
levels, after setting an all-time weekly record in November 2012. As of December 28, working

gas stocks totaled 3,517 Bcf, which is 23 Bcf greater than the same time in 2011 and 389 Bcf

greater than the previous five-year (2007-11) average, according to EIA's Weekly Natural Gas
Storage Report. So far this winter, withdrawals have been limited, mainly because of warmer-than-
normal temperatures in December. Five-year average weekly withdrawals in December

are generally well above 100 billion cubic feet, but that occurred only during the last week of the
month, For the week ending December 7, 2012, working gas inventories posted a net injection

of 2 Bcf. Only two other net injections have been reported in the month of December: one in

2005 and the other time in 1998.

Crude Qil Prices. EIA expects that the Brent crude oil spot price, which averaged $112 per barrelin
2012, will fall to an average of $105 per barrel in 2013 and $99 per barrel in 2014. The projected
discount of West Texas Intermediate {(WTI} crude oil to Brent, which averaged $18 per barrel

in 2012, falls to an average of $16 per barrel in 2013 and $8 per barrel in 2014, as planned

new pipeline capacity lowers the cost of moving Mid-continent crude oil to the Gulf Coast

refining centers
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Gas Resources
Hedging Program
Market Indicators Summary
February 21, 2013

Price Page
Pressure} Term I Comments Ref
Weather
. NOAA predicting above average temperatures for March 2013--May 2013
Long Term Forecast (Mar 13--May 13) l tong for the majority of CONUS. 12
. March is predicted 1o be 3.6% colder than normal based on 10 year
- P
Mid Term Forecast (30-60 days) Long normals and April weather is predicted to be 2.8% warmer than nommal. 13
Below temperatures Iin the West and Central portions of CONUS moving
Short Term Forecast (6-10 days) <+ | Short Jto the East and South later In the perlod. Normal temperature band in the] 14
North during the period.
Starage Inventory N
Storage withdraws for the week ending February 15th were 127 Bof.
Storage levels are at 2,400 TGF which is 8.2% lower than last year and
EIA Weekiy Storage Report i Long |17.7% higher than the 5 year average. Estimates of March 31 levels: 15
Barclays 2,000 Bcf, Wells Fargo 2,050 Bef, Societe Generale 1,800 Bef,
Credit Suisse 2,050 Bef
Industry Publications
S GAS PRIGE SCORECARD: Gas Price Outlook for February 2013--
&mefg'g/? T Lon October 2013 *Bullish”. Bullish fundamentals include Canadian 1617
s 2013: S Production/Exports, US Storage lavels, Industrial and
ummer ) Residential/Commerclal Demand.
According to Credit Suisse, gas prices to be stable between $3 and $4 in
2013. Marcelius can provide a decade's worth of gas below $4/MMBtu.
. - BofA sees gas supply slowing and prices strengthening in 2013, average
Gas Dally-Gas Price Predictions f 3 | Long $3.75 in 2013 and $4.20/MMBIL in 2014. According o Barclays, price. | 1819
recovery will be modest: $3.70 for 2013 and $4.10 In 2014.
LNG export debate has perception lagging reality, due to the abundance
of gas price Increases will not impact manufacturing sector. Competition,
Gas Dally--LNG Exports T Long | costs wil limit LNG export faclities. House and Senate propose bifl to 20
allow board LNG exports,
Government Agencieg
Energy Information Administration . .
The projected Henry Hub natural gas spot price averages $3.533/MMBtu
Summer 2013: §3.524 P4 | Lo o 2013 and $3.830/MMBL for 2044, 2
Winter 2013/14: $3.822
Technlcal Analysis
Summer 2013 Strip Chart < | Short |Closed at $3.47 22
Winter 2013-14 Stirip Chart <+—p i Short |Closed at $3.88 23
Summer 2014 Strip Chart < | Short [Closed at $3.94 24
Winter 2014-15 Strip Chart < | Short |Closed at $4.28 25
Summer 2015 Strip Chart < | Short |Closed at $4.14 26
Winter 2015-16 Stip Chant <> | Short |Glosed at $4.47 27
Economy
ElA projects total natural gas consumption to be 70.3 Bet/d In 2013 and
Demand <«—» i Long |70.0 Belld in 2014. Increased usage for residential and commercial 28-29
- spacs heating being offsat by declines in power gengration.
Total marketed production will increase from 69.2 Bef/d in 2012 t0 70.0
Supply < | Long |Bcf/d in 2013, and flat In 2014. EIA expects end of season level at about | 28-29
2,000 Bef.
" EIA expects Brent crude to average of $112 per barral for 2012, $108 per
P B
Oil Market LO0 |y arrel in 2013, and $101 per barre! in 2014, 26-29

Meeting Minutes: 426 Annex Conference Room - 1:00 pm
Attendees: Jim Mehring, Jeff Kern, Mike Brumback, Joachim Fischesser, Mitch Martin, Steve Niederbaumer

Discussed the current market fundamentals including weather, storage levels (3618cf above 5-year average), supply and demand and analyst

thoughts on the current gas market conditions and LNG's Impact on prices. In addition, discussed DEQ and DEK's hedging programs, the

amount of gas currently hedged within those programs and that the targets will be reset April 1st . Discussed the narrow price bands on the
graphs and the expectation of that continued narrow band. Based on the fundamentals a decision was made not to hedge additional volumes.
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2/19/2013
Duke Energy Kentucky
Hedging Program
Current Position
System _..__Hedged to Date Next Target (3/31/12)
Detivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth,

Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13

Oct-13
Summer 2013

Target Levels By March 31, 2013
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By Qctober 31, 2013

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
Oct-14

Summer 2014
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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 EIA NYMEX
(08/09-12/13) | (2012.2013) 25-Jan-13 | 12-Feh-13 | 21-Feb-13

Mar $4.81 $2.45

Apr $4.70 | $2.19

May $5.06 $2.04

Jun $5.27 $2.43

July $5.78 $2.77

Aug | $4.95 $3.01
Sep $4.28 $2.63

Oct | $436 | $302

Nav $4.21 $3.47

Dec $4.54 $3.70

Jan $4.52 $3.35

Feb | $3.99 $3.23
12 MonthAvg  $4.71 $2.86
Summer Average

Winter Average

$3.420 $3.279
$3.420 $3.331
$3.420 $3.392
$3.450 $3.445
$3.550 $3.497
$3.590 $3.520
$3.590 $3.526
$3.650 $3.557
$3.720 $3.668
$3.840 $3.868
$3.930 $3.973
$3.870 $3.976
$3.621 $3.586
$3.524 $3.467
$3.756 $3.753

$6.00

$5.50

$5.00

$4.50

$4.00

$3.50

$3.00

$2.50

$2.00
Mar Apr May Jun July Aug Sep Oct Nov Dec Jan Feb
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Colder Midwest to South

More uncertainty overali

Notable cool changes were made to the forecas! this week, though the
forecast remains tied to the warm side from the southem Plains to the
Northeast and points in between. The elimination of the aboves in parts
of the South and Plains and the moderation of the aboves in the
Midwest Is due to Increased uncertainty given conflicting signals. The
fong-term —PDO still favors warmth, but models are now showing a less-
influential MJO and a strong positive PNA signal early in the month,
which favors cold especlally into the South, Additionally, the current GFS
and European ensembles out through the first week of the month show
widespread cold, and the CFS model is cooler than last week, While
there are mixed risks moving further out in time, the overall risk appears
to be to the colder side at this point, especially across the South.

No changes to the forecast

CFS model has cooled since
last week

No changes were made to the forecast, which continues to favor
widespread warmth across the eastern half, especiatly in the southem
Plains and Mississippl Delta region. There's no compelling reason to
change the forecast at this point, since the changes made o the March
farecast were mainly due to medium-range signals. However, there is
some risk that recent raln/snow will mitigate drought conditions across
the Midwest and South, which may eliminate some of the perceived
warmer risks in those areas. Additionally, the CFS model has trended
cooler from last week, showing mainly near nomal temperatures
nationwide.

Mar GWHDD** Forecasts +10Y Normal updated to 03-12

10Y Normal*] _ 584.2]
Mar 2013 Fest:| 605.0 |30YNormal | 626.0
Mar-2012 38’(:9"’

Change: +25

Apr GWHDD** Forecasts *10Y Normai updated to '63-12
10Y Normal*| 334.4
Apr 2013 Fest:| 325.0 [30¥Normal | 3623
Apr-2012 312.3

No change

**National Gas-Weighted HDDs
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WERTHER SERVICES

*Much Belows March Into Texas, South Late*
*Warming Late Along West Coast*

Warmer adjustments were made along the West Coast for to-
day's forecast. Models have depicted a better chance for above
to much above nommal temperatures to build along the West
Coast for the latter part of the period. Some models even over-
run some of this warmth into the Interior West at period's end.
The cooling trend continues to take shape along the South as
the period progresses where increasing chances for much be-
low normal readings arrive late period. These cold anomalies
may come in waves across the Plains and South instead of one
large collective cold air mass, so some variability may be pre-
sent across these areas at times

Previous

L

Previous

Previous

Previous

Forecast Confidence: 6 Forca Confidence: 5

£ A +3F to +4F B8 A +5F to +7F
B -3F to -4F

MA +8F to +14F B SA +15 or Higher
B-5F to -7F B8 MB -8F to -14F B SB -15 or Lower
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Weekly Natural Gas Storage Report - EIA Page 1 0f 1

ela, US, Energy Information

Administration

Weekly Natural Gas Storage Report

for weak ending February 15, 2013, | Roleased: Fobrumy 21 201010500 m | Naxt Rulaase: Fotvuary 26, 2013

Summary toxt  CSV  JSNWorking gas In undecground storage, lower 48 nates

... Histotica! Compasisony

Stocks Yearago S-Year average
bellion cubic fect (Bch) L toasnzy {2008-2012)
Reglon _ O21s/13  0o/8/13 changy cBL) | %ehange | (Bel) % chango
East , .. 1108 [ 78 1.260 i 1005 1.1
Weat a7 43 373 s 240
Producing I a5 e 7y 255
Sait 225 ... B 224 107 1103
Nonsaty [ I 27 186 .. 630 1no
Totat 2,400 Tazr L ase 203 . vz

Summary

Working gas i atorano was 2,400 Bet as of Friday. Fabryaty 15, 2013 according to E)A esbmales, This ropresents a nat
doriing ot 127 Bef trom the pravious wook, Stocks were 242 Bl fess than las ysar ol this time and 361 Bef abave the 5
year avorage of 2.039 Bel In tho East Rogion, stocks ware 102 Baf above the Byaat avarage lolowing net withdiavals of
79 Bl Stocks in the Producing Aeglon wara 185 Bl nbove the S-year average o! 737 Pef ahter o net withdrawat of 35
8¢t Stocks in the West Region were 71 Bol above the 5.year avernge aftes a net drawdown of 13 Bet At 2.4G0 Bet. tott
working gas is within the 5-year histosicsl range

-

:

= Sopeae reastivan - N UG
s Lirwer &3

< T3 AL G

€ gouror: LD Bvergy kdormation Raxdnisiration

Nov-12
Febt3

;

Fob12
Hoyaz2

Febtt
sar49
At

Hote: The shaded ama kdicatos the tng betwoer to historcnl minknurm mnd maxdmoum vakes o1 the wealdy saries froos 2008

through 2012
Source: Form EIA-12. "Waakly Underground Natumi Gas Stamgo Floport.” The dasted verioal Snes kidieate cunent wd yeur-ago
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PIRA

North American Gas Price Overview
Per MMBTU
January 25, 2013 Release

Average ! Average | g
2010 $ {2012
Summer s I Summer s Summer [ Summer |
_..2010 | Z 2011 2012 {..2018 |
Winter 2010 $ Winter 2011- ¢ Winter 20124
2011 2012 2013

A
Hedging Meeting 2-21-2013.xlsx 2/15/2013 PIRA Prices



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 279 of 317

January 25, 2013 v 7 o ‘ - TL GAS

U.S. GAS PRICE SCORECARD: FEBRUARY 2013 —- OCTOBER 2013

Bearish Neutral Bullish
BE B

Since the last-weak of Dacember, net Canadian exports have

been sharply higher, rising trom sub-5 BCF/D to over 7 BCF/D

within the past week. Related storage draws will drive end-

March deficits wider and set the stage for s 1 BCF/D, or larger,

injection season net export shortfal
" T

"I_i

aind

Higher Y/Y HH gas prices remaln polsed to reduce coai-to-
gas substitution from last yoar's record-high averagos by

Electric Generatlon (EG) B0 more than 2 BCFID, but gas demand’s exposure to coal-fired
EG wilt be less than earier PIRA projections, given our
of 2013 HH prices,

7 foliows the ~1 BCF/D deciine In December. Net Y/Y gsalns
Residentlal/Commercial (R/C) I e over tha next fow months should approach 5 BCF/D, even

with a 5% GWHDD shortfall versus the 10-year normal.

NYMENICE specutators were collectively long during much of 4Q12 before above-normal temperatures sparked worrles that
another unusually mild heating season was In store. The net reported non-commerclal short futures poslitlon neared 30,000

tracts in late D ber and early J. Yy, as opposed to a net long position above 79,000 lots on October 30th. This month's
weather pattern shitt, however, has prompted some traders to cover those shorts. Yet, risks stili seem to faver buying in the form
of additional short-covering, as well as the Inltlation of additional tength, barring an early end to Y/Y heating demand galns

PIRA Energy Group, 3 Park Avenus, 26™ Floor, New York, NY 10016-5088 (Tel) 212-686-6808 (Fax) 212-886-6628 www.pira.com
For authorized subscribers only. Copyright @ 2013 PIRA Energy Group. All rights reserved 2
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Price Projections

Gas Prices Likely to Remain Stable between $3 and $4 in 2013—February 8, 2013

Natural gas prices will remain stable for 2013 according to a survey prepared by Credit
Suisse. 72% of respondents believe that prices would remain between $3/MMBtu and
$4/MMBtu in 2013. Of those respondents, 39% leaned toward a higher average of
$3.50/MMBtu to $4/MMBtu. Participants believe gas demand would increase by as
much as 2 Bef/d in 2013.

In terms of oil expectations, 46% of those surveyed believe that Brent crude prices will
average between $100/barrel and $108/barrgl in 2013,

Marcellus can Provide Decade’s Worth of Gas Below $4/MMBtu—January 31,
2013

Marcellus strong productivity and comparably low break-even prices will allow Marcellus
to continue to gain market share over the other shale plays. Estimates have Marcellus
containing 330 Tcf ‘s of equivalent reserves that can provide more than a decade’s
worth of gas at a price below $4/MMBtu. Marcellus is more than two times the size of
the next biggest play. Currently 90 rigs are working, producing about 8.4 Bef/d and
could reach 15 Bcf/d in an unconstrained environment.

BofA Sees Gas Supply Slowing, Prices Strengthening in 2013—January 29, 2013

According to Bank of America, gas production will decline by 200,000 MMBtu/d in 2013,
providing support to prices. BofA forecasts 2013 prices will average $3.75 MMBtu and
will average $4.20 MMBtu in 2014. “The Marcellus remains the elephant in the room,
experiencing unprecedented supply growth and overwhelming a large chunk of the dry
gas declines experienced in other areas.”

Longer-term, BofA estimates that retirement of coal plants and more federal emission
regulations will lead to increased demand by the power sector by between 4 Bcf/d to 8.5
Bef/d by 2017, In addition, BofA estimates LNG exports will start in late 2015 and rise
to 2.8 Bef/d in 2017.

5
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Prices to Rise Marginally Through 2014-—January 24, 2013

Natural gas prices will rise only slightly over the next two years according to Barclays.
“The structural tightening of natural gas balances taking place this year is poised to
persist into 2014. Yet, the recovery of prices will be only modest, in our view averaging
$4.10/MMBtu in 2014.” in addition, Barclay's said prices will average $3.70/MMBtu for
2013.

For 2015, Barclay's expect several big changes, acceleration of industrial demand, coal
plant retirements, beginning of LNG exports and rising exports to Mexico.

19
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LNG Exports

LNG Export Debate has Perception Lagging Reality—February 15, 2013

Fears that exporting LNG will raise domestic price enough to choke the manufacturing
renaissance are unfounded according to CERA. “What affects the price of US gas is
how much is produced, the export market will help keep investment dollars flowing into
E & P, thereby keeping gas prices in check for end-users such as chemical and fertilizer
makers.”

According to CERA, part of the public’s difficulty with the notion of exporting gas stems
from the public perception of energy scarcity and the new reality of the abundance of
natural gas in the US. Canada has made the decision to get shale gas into global
markets and the US shouid be more motivated to do the same.

Competition, Costs will Limit LNG Export Facilities-——February 6, 2013

Due to the $10 billion price tag and global competition, only five or fewer export facilities
will be built. The DOE has received 23 applications to export LNG, including proposals
to ship a total of 31.4 Bcf/d to countries with free-trade agreements and 24.8 Bcf/d to
non-FTA countries. The majority of these projects wili not be built due to the lack of
construction financing and competition from existing export facilities in Australia. "LNG
facilities may be built along the Gulf Coast due to the relative ease of siting such
projects in oil and gas industry-friendly states, though he noted that facilities along the
West Coast may have an economic advantage due to their proximity to the Asian
market.”

House and Senate Unveil Bili to Allow Broad L.NG Exports—Feb. 7, and Feb. 1, 13

Separate bills were introduced in the Senate and House to allow LNG exports o NATO
members, Japan and other countries. LING exports to key allies would help them
diversify their energy resources, bolster their energy and national security, and
strengthen our strategic affiances. Under current law, the DOE must quickly approve
LNG exports to countries that have FTAs with the US. DOE can [imit or block exports to
non-FTA countries if they are not in the public interest. Cheniere's Sabine Pass in
Louisiana is the only facility with approval so far to export LNG to both FTA and non-
FTA nations. Japan is not a FTA nation, but has requested approval to allow exports in
the wake of the Fukushima earthquake that has shut down most nuclear plants.

20
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Energy Information Administration
Henry Hub Pricing

Per MMbtu
February 12, 2013 Release

4.49 267 | Jani3 1 333 3.93
4.09 250 | Febi3 3.41 3.87
3.97 218 | Marid | 342 3.75
4.25 1.95 Apr-13 3.42 3.75
4.31 2.43 May-13 3.42 3.75
4.55 2.46 Jun-13 3.45 3.79
4.42 295 | JuFi3 | 355 3.74
405 284 | Augi3 | 359 379
3.90 285 . Sep-13 3.59 381
3.56 3.32 i Oct-13 3.65 3.88
3.24 3.54 Nov-13 3.72 3.94
317 | 334 Dec-13 3.84 407
Average i é'""'-AVerage Average | Average
2011 S 4.000; ‘_W 2012 $ 2.753 2013 S 3.533 2014 $ 3.839
Summer Summer Summer Summer
o014 | $ 4149 2012 | $ 2686 o013 | $ 3524 o014 | S 3.787
Winter 201 14 Winter 20124 Winter 2013
2012 $ 2.752 2013 $ 3.408 2014 $ 3.822
21

{edging Meeting 2-21-2013.xlsx 2/15/2013 EIA Prices
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Winter Strip Nov13 - Mar14
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Independent Statistics & Analysis

U.S. Energy Information
D | Administration

Short-Term Energy Outlook (STEO)

Natural Gas

U.S. Natural Gas Consumption. EJA expects that natural gas consumption will average 70.3
hillion cubic feet per day (Bcf/d} in 2013 and 70.0 Bef/d in 2014. This month’s prediction is a
significant upward revision from last moanth’s expectation of 69.7 Bcf/d and 69.4 Bef/d in 2013
and 2014, respectively. The upward revision is mostly the result of changes to historical
industrial sector consumption data, which were revised upwards in the recent release of the EIA
Natural Gas Annual.

Forecasts for closer-to-average winter temperatures in 2013 and 2014 (compared with the

record-warm temperatures in 2012} lead to increases in natural gas used for residential and
commercial space heating. Despite Punxsutawney Phil’s recent forecast of an early spring this
year, a_15-percent increase in U.S. population-weighted heating degree days from 2012 to 2013

is still projected.

The projected increase in natural gas prices contributes to a decline in natural gas used for
electric power generation from 25.0 Bef/d in 2012 to 23.1 Bef/d in 2013 and 22.6 Bef/d in 2014.
Consumption over the forecast period is less than the record-high 2012 levels, but remains high
by historical standards and reflects an ongoing structural shift toward using more natural gas for
power generation,

U.S. Natural Gas Production and Imports. EIA’s most recent monthly production data indicated
that total U.S. average daily marketed production reached 70.4 Bef/d in November 2012, 0.4

Bcf/d above the previous month, with upticks in the federal Gulf of Mexico, Oklahoma, Wyoming, and
the category for other states, which includes Pennsylvania. Production in the

Marcellus Shale areas of Pennsylvania and West Virginia Is expected to continue rising, as

recently drilled wells become operational. Despite relatively low natural gas prices,

Pennsylvania drilling continues at a strong pace as producers target combination oil-and-gas

wells. Projected marketed production increases from 69.2 Bef/d in 2012 to 70.0 Bcf/d in 2013,

and remains flat in 2014,

U.S. Natural Gas Inventories. As of February 1, 2013, working gas stocks totaled 2,684 Bcf,
which is 226 Bef less than at the same time in 2012, but 351 Bcf greater than the previous five-year
(2008-12) average, according to EIA’s Weekly Natural Gas Storage Report. While warmer-than-
average temperatures in December limited withdrawals, cold temperatures in January

2013 led to several big storage drawdowns. EIA expects an end-of-March level of just under

2,000 Bcf, which is less than the unusually high 2,477 Bcf at the end of March 2012, but still

28
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more than the five-year average of 1,726 Bcf.

Crude Oil Prices. EIA projects the Brent crude oil spot price will fall from an average of $112 per
barrel in 2012 to annual averages of $109 per barrel and $101 per barrel in 2013 and 2014,
respectively, reflecting the increasing supply of liquid fuels from non-QOPEC countries. After
averaging $94 per barrel in 2012, the projected WT! price averages $93 per barrel in 2013 and

$92 per barrel in 2014. By 2014, several pipeline projects from the midcontinent to the Gulf

Coast refining centers are expected to come on line, reducing the cost of transporting crude oil

to refiners, which is reflected in a drop in the price discount of WTI to Brent from an average

$18 per barrel in 2012 to $9 per barrel in 2014.
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked in
Winter 2012-13
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Gas Resources
Hedging Program
Market Indicators Summary
March 21, 2013

barrel in 2013, and $101 per barrel in 2014.

Price Page
Prossure [ Term | Comments Ref
Weather
" NOAA predicting above average temperatures for April 2013--June 2013
Long Term Forecast (Mar 13--May 13) i Long for the majority of CONUS. 12
. . April is predicted to be 1.6% colder than normal based on 10 year
Mid Term Forecast (30-60 days) <+ | Long normals and May weather is predicted to be 3.6% warmer than normal. 13
Short Term Forecast (6-10 days) T Short Below and Much Below temperatures over the majority of CONUS during 14
the perlod.
Storage Inventory
Storage withdraws for the week ending March 15th were 62 Bef. Storage
levels are at 1,876 TCF which is 21.1% lower than last year and 9.5%
EIA Weekly Storage Report <+ | Long |higher than the 5 year average. March on track to be the coldest since 15-18
1895 with storage draws heaviest since 2002,
Industry Publications
PIRA Energy G GAS PRIGE SCORECARD: Gas Price Outlook for April 2013--October
) 2013 "Bullish". Buflish fundamentals include Canadian
Summer 2013; Long b 17-18
Winter 2013/1 Pror?uctlon/Expons, US Storage levels, Industrial and
Residential/Commercial Demand.
CER! has developed four scenarlos for price predictions through 2030.
The most bullish has prices at $6/MMBtu by 2017 and $8/MMBtu by 2030
. N - "Nowhere Fast" scenario has prices at $3-$3.50/MMBtu range through
Gas Daily--Gas Price Predictions T Long 15030 Prices $3.13/MMBIL this Spring/Summer however, prices will be 9
ralsing due to LNG exports, restrictions on coal-fired generation, climate
change legisiation, and demand from US transportation sector.
Marcellus shale is whare the only optimistic gas companies are iocated.
Gas Daily-Miscell 1 . T L Range--$2/Mcf cost 75% hedged at $4.16, EGT 53% profit at $4/Mcf.
as Daily-Miscellansous Information ONG Isouthern Co cautious about price volatility due to exports and increasing | 20
demand. Shell plans to bulld two projects to supply LNG for heavy truck
Government Agencies
Energy Information Administration The projected Henry Hub natural gas spot price averages $3.406/MMBtu
Summer 2013: $3.371 i Long [for 2013 and $3.632/MMBtu for 2014 EIA dropped its price for 2013 by 21
Winter 2013/14; $3.620 $.13 and $.21 for 2014.
Technical Analysis
Summer 2013 Strip Chart T Short |Closed at $4.03 22
Winter 2013-14 Strip Chant + | shont [Closed at $4.20 23
Summer 2014 Strip Chart T Short Closed at $4.14 24
Winter 2014-15 Strip Chart t | short [Closed at $4.43 25
Summer 2015 Strip Chart < | Short [Closed at $4.22 26
Winter 2015-16 Strip Chart < | Short [Closed at $4.53 27
Economy
EIA projects total natural gas consumption will average 70.0 Bef/d in 2013
Demand <+ | Long |and 2014. Increased usage for residential and commercial space heating 28
being offset by declines in power generation.
Total marketed production will increase from 69.1 Bef/d in 2012 10 68.6
Supply <+—p | Long [Bel/d in 2013, and fiat in 2014. EIA expects end of season level at about 28
2,000 Bcf.
Ol Market <« | Long EIA expects Brent crude to average of $112 per barrel for 2012, $108 per 28

Muoeting Minutes: 426 Annex Conference Room - 1:00 pm
Attendses: Jim Mehring, Jeff Kern, Mike Brumback, Joachim Fischesser, Mitch Martin, Rick Colvin, Steve Niederbaumer
Discussed market fundamentals such as weather, storage inventory levels, and economic factors such as supply and demand. Discussed analyst
prajections and PIRA, EJA and NYMEX pricing information. Discussed our current positions within the Ohio and Kentucky hedging plans. In
addition, significant discussion took place regarding the cold weather that the service terrotory has experienced in March. March is expected to be
20% colder than normal and be the coldest March on record since 1885. As a result of this cold weather, storage levels have decreased
significantly and front month NYMEX prices have moved from $3.60 to $4.00. Based on the current volatility in the markets a decision was made
to reassess additional hedging opportunities at next months meeting.
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3/19/2013

Duke Enargy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/13)
Detivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13

Qct-13
Summer 2013
Target Levels By March 31, 2013

Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Winter 13/14
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By QOctober 31, 2013

Apr-14
May-14
Jun-14

Jul-14
Aug-14
Sep-14
QOct-14

Summer 2014
Target Levels By March 31, 2013

Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Winter 14/15

Target Levels By October 31, 2013 ]

Apr-15
May-15
Jun-15

Jul-15
Aug-15
Sep-15

Oct-15
Summer 2015

[argetTevels By March 31,2018 " 1

Nov-15
Dec-15
Jan-16
Feb-16
Mar-16
Winter 15/16

Target Levels By October 31, 2013 [ |
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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 EIA NYMEX | Hedged Prices
(08/09-12/13) | (2012-2013) 22-Feb-13| 12-Mar-13| 21-Mar-13 Ohio  Kentucky
$4.70 $2.19 $3.350 $3.958
$5.06 $2.04 $3.240 $3.978
$5.27 $2.43 $3.280 $4.015
$5.78 $2.77 $3.390 $4.052
$4.95 $3.01 $3.430 $4.055
$4.28 $2.63 $3.430 $4.050
$4.36 $3.02 $3.470 $4.055
$4.21 $3.47 $3.540 $4.140
$4.54 $3.70 $3.650 $4.275
$4.52 $3.35 $3.730 | $4.360
Feb | $3.99 $3.23 $3.660 | $4.349
Mar $3.71 $3.43 $3.520 | $4.281
12Month Avg  $4.61 $2.94 $3.475 $4.131
Summer Average $3.371 $4.023
Winler Average $3.620 $4.281

$6.00
$5 50
" $5 00
i $4 50
$4.00
$3.50
$3 00

| s250 |

$200

! Apr May Jun July Aug Sep Oct Nov Dec Jan Feb Mar
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Early-month cold leads to
colder changes

Slightly warmer Southwest

Cold changes are seen in this week's April update though it is stilf
warmer than nomnal across much of the southern and eastermn US. Most
of the change stems from the continuation of cold from the end of March
into the beginning of April. However, that cold is expected to gradually
weaken as upper-fatitude blocking begins to falter. The latter two-thirds
of the month is still favored to be warmer than normal as the blocking
influence gives way 1o a warmer Pacific-driven pattem. it should be
noted that the GWHDD change might appear larger than the map would
seem o indicate due to the butk of the cold change occurring earty in the
month when GWHDDs are ctimatologically higher as opposed to end of
the month.

No changes to forecast

Widespread warmth in East

The May forecast remained unchanged this week with aboves across
the eastern half and helows in the West. The forecast remains based
upon the negative PDO and positive AMO. The lalest CFS model does
agree with the forecast to some extent, showing aboves in parts of the
south-central and northeastem US, but the magnitude of the warmmth is
not as strong as our forecast. Drought remains a warm risk mainly in
the Rockies and Plains, while the recently-reduced drought limits the
warm risk in the Southeast

Apr GWHDD** Forecasts “10Y Nommal updatsd to '03-12

10Y Normal*  334.4)
Apr 2013 Fest:| 340.0 [sovNormal 3543
Apr-2012 312.3]

Change: +12

WMay PWCDD** Forecasts *10Y Normal updated to '03-12

10Y Normal*© 1157
May 2013 Fest:] 120.0 [s0¥Nomat 1044,
WMay-2012 150.4

No Changa “*Nnticnat Ges-Waighted HDDs
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*Strong Cold Dominates First Half*
*No Major Changes This Morning*

Yesterday's forecast has progressed nicely into today's, with
very cold conditions extending from the Rockies to the East
Coast and only small detail changes. These much below normal
temperatures slowly shift eastward over the course of the peri-
od, eventually losing their intensity while settling in the South-
east. Risks are mostly the same as yesterday as well. There is
colder potential with the peak cold at the onset of the period.
Marginal warmer risks can be found in the Interior West at mid-
period and Texas late, although the warmer risk in Texas holds
less confidence as some models are slower with the departure
of the cold.

Previous
1

U,

Previous gNYy ;
'§£ s . g
of : s

L]

Previous

Forecast Confidence: 5§

21 A +5F to +7F EEl MA +8F to +14F B8 SA +15 or Higher
B -3F to 4F B -5F to -7F BB MB -8F to -14F BB SB -15 or Lower
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Weckly Natural Gas Storage Report - EIA Page 1 of 1

US Energy Information
Administration

-
éia)

Weekly Natural Gas Storage Report

toe waak ending March 16. 2013, | Rolsagsd: Mardh 21. 2013 6t 1030 san | Hoxt Roluane: Murch 28 2015

Summary toxt  CSV  JShWarking gag In underground storage, lowsr 48 states
. ..._Histerical Comparisons

Yoar 5-Yoar averapo
120082012}

Reglon % change
Esgat 28
Went 20.4
P a3
579

-0.5

8.5

Aochssifications trom base gas 1o working gas resulted in ncronsed working gas stocks of approximataly 4 Bef for the
waak enting March 15 2013 in Producing Rogion satt dome laciitys

Summary

Waorking gas in storago was 1.876 Bcf us of Friday. March 15, 2013, according to 1A estimates. This 1aprasents a At
docling of 62 Bef from tho previcus wagk. Sictks worg 502 Bef fess than st year ot tes tme and 182 Bof above the 5-
yeat pyemsge of 1,714 Be! I tho £ast Rogion. stocks waro 23 Bel sbova the 5-yons aveiage {ollowing net withdrawais of
47 Bel Stacks in the Producing Region ware 83 Bef ahove the S-year average of 691 Bel afar a not withdrawat of 18 Bef
Stocks In o West Asgion wote 77 Bol above the Sycur avorago ol no net chongd At 1875 Bl 10tal working pas is
within the S-ynar histarica! @ange.

:::::“9‘:2:’
52 s § £ g 5 & % &

& yeur prediman - mnirag tengs
L oratr &3
. Rt ]
€13 toures: U S Energy eormaton Acrinstrion

Noto: The shaded aroa Indicates tho rangy butwosn the histarieal mininum and maxitan vatuoy for fhe wepkly gerios from 2000
Brough 2012

Sourca: Form EIA-512 “Woskly Underground Natural Gas Storage Heport.* Tha dashed vaitical lnes intxate cument and year ago
wiookly patkxds

!5

http://ir.eia.gov/ngs/ngs.html 32172013
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Storage

PIRA Gas Flash Weekly Special: Storage Update—3/18/2013

If the latest weather outlook is accurate, this March will be the coldest since 1995 and
the heaviest March storage draw since 2002. Due to unexpectedly large draws, front-
month NYMEX prices have soared from the mid-$3.60 to a high of almost $4/MMBtu.

“In PIRA's view, an already bullish fundamental landscape has become even more
constructive due to massive pending 2Q13 Y/Y storage deficits. In shor, still higher
prices seem likely to be on the horizon to deal with such a wide storage gap at the onset
of the injection season.” For March as a whole, the latest weather forecast would push
HDDs up to 710-720 or 20% above the 10-year normal.

145-Bcef Storage Draw Widens Year-On-Year Deficit—3/15/2013

Larger than expected storage withdrawals and the continued cold weather have
enabled futures prices to gain 8% so far this month. Teri Viswanath of BNP Paribas
states "While end-of-season inventories are much more manageable than we
anticipated at the start of the year, we are growing increasingly concerned that the
fundamentals might not support these gains as the industry transitions into the injection
season. lronically, the more prices recover (as result of the growing year-over-year
storage deficit or perceived tightness in the balances) the more likely it is that the
supply/demand balances will loosen this summer.”

/e



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 306 of 317

PIRA

North American Gas Price Overview
Per MMBTU
February 22, 2013 Release

" Average . Average Average | |
2012 2013 2014 §
7 Summer | s
2014 T

/7
Hedging Meeting 3-21-2013.xlsx 3/21/2013 PIRA Prices
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February 22, 2013 ' ’ " NATURAL

U.S. GAS PRICE SCORECARD: APRIL 2013 - OCTOBER 2013

Bearish Neutral Bullish
B (22

A ‘ebruary, and a turther Increase Is
I e ) th ahpad glven last year's anomatous zero

Canadian Productio ports ply for'exports (domestic production les:

Higher Y/Y gas:prices are aking a major toll on gas EG so far
this year dis .to less coal:to-gas substitution. For the full
2013 Injactl ) d d lossss from reverse
substitution ‘aro "pro} average -3 BCF/D, a slightly
higher vdliima'then expected.for1G13.

Electric Genaration (EG)

Residential/Commerclal (R/C) O 1gs

In the case of reported NYMEX/ICE noncommercial hoidings, the hot money funds have increased their jong futures position by
more than the concurrent rise In shoris, leaving the large traders collectively long by mora than 47,000 contracts as of jast
Tussday. That marks & decided shift relative to a net short position as recent as mid-January. The overall long futures position of
-485,000 lots Is aiso at a racord-high, having surpassed the former May 2012 peak of -455,000 lots. The impact of net non-
commercial buying, though, has been countered by commerclal selling by producers and swap dealers.

PIRA Energy Group, 3 Park Avenue, 26" Floor, New York, NY 10016-5989 {Tel) 212.686-6808 (Fax) 212-686-6628 www pira.com 2

For authorized subscribers only. Copyright © 2013 PIRA Energy Group. All rights reserved
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Price Projections

CERI Predicts Henry Hub Gas Prices may Average Around $6/MMBtu
by 2017—3/15/203

Henry Hub gas prices could average around $6/MMBtu by 2017 and approach
$8/MMBtu by 2030 under the most bullish of four scenarios presented by CERA. On
the other end of the spectrum is the “nowhere fast” scenario, according to CERA Henry
Hub prices will be in the $3-$3.50/MMBtu range through 2030. Under the two other
scenarios, prices rise to $4.00/MMBtu and $6.000/MMBtu by 2020.

Wisconsin Utility Sees More Coal Use in 2013, Citing Higher Gas
Prices—3/13/2013

Wisconsin Electric Power expects to generate more electricity from coal this year as
natural gas prices continue to trend upward. During 2012 coal accounted for 43% of
electric generation. WEP ran a 1,150-MW gas plant during 2012 as a base-load plant
due to all-time low gas prices. Coal power is forecasted to make a strong resurgence to
56% of generation in 2013 resulting from higher gas prices and more normal summer
weather.

Gas Prices Could Hit $3.13/MMBtu this Spring, Summer—3/8/2013

According to Weissman, the $3.13/MMBtu price might be the best opportunity for
energy consumers to cover their gas positions for the next two to three years. The gas
market is “on the cusp of far-reaching changes”. Those changes include LNG exports,
increased restrictions on coal-fired plants, reemergence of climate change legislation,
and gas demand from the US transportation sector.

/9
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Miscellaneous information

Marcellus Firms Tout Profits Even with Low Prices—3/20/2013

The only optimistic natural gas players at the Howard Weil Energy Conference this
week had one thing in common: the Marcellus Shale. Range Resources a Marcellus
pioneer has costs of $2/Mcf to get gas out of the ground and has about 75% of its
production hedged at $4.16/MMBtu. Another Marcellus producer EQT has 6 TCF of
proved reserves in Marcellus and is making 53% profits at $4/Mcf.

According to Range, the future is bright "We're going to take market share from coal,
Petchems are converting to ethane vs. naphtha from oil, and LNG is going to happen.”

Bet on Natural Gas Tempered by Volatility Concerns—3/19/2013

Southern Company has made a big bet on natural gas for power generation, but is
cautious about overreliance on the fuel because of concern about price volatility due to
exports and increased demand. Southern has increased the use of gas to fuel electric
generation from 11% to 47% in the last five 1o six years. At the same time, coal's share
has declined to 35% from 70%. “l am an enormous fan of natural gas, make no
mistake, but 'm very public about being a little bit cautious about putting too may of our
eggs in the very attractive basket.” According to Southern’s CEO.

Duke Energy's CEOQ in late February told analysts the company is exploring increasing
its gas hedging activities and is concerned state regulators will push for an overreliance
on gas-fired generation. Duke would like to have the following fuel mix: 1/3 coal, 1/3
gas, and 1/3 nuclear and renewable,

Shell Plan Seen Opening Door to Broad NGV Use—3/6/2013

Shell's plan to build two projects to supply LNG to heavy trucks and large ships in the
US and Canada bring large-scale usage of LNG as a transportation fuel closer to reality.
The Gulf Coast project will supply LNG along the Mississippi River, the Intracoastal
Waterway and to the Gulf of Mexico. The Great Lakes project will supply LNG to the
Great Lakes, their bordering US states and Canadian provinces and the St. Lawrence
Seaway.

20
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Energy Information Administration
Henry Hub Pricing

Per MMbtu
March 12, 2013 Release

2.67 3.33 3.73

2.50 3.33 3.66

2.18 3.42 3.52

1.95 3.35 3.42

2.43 3.24 3.47

2.46 3.29 3.59

2.95 3.39 3.56

284 3.43 3.61

2.85 3.43 3.64

3.32 3.47 3.71

3.54 3.54 3.77

...384 3.65 - ?;9.9.j

[“Average | ” Average T Average T Average ]

2011 i $ 4.000 2012 $ 2.753 2013 $ 3.406 2014 S 3.632}

-

“Summer | . Summer | Summer | . . ..~ Summer ‘

4.149 ) 2.686 3.371 3.571{

2011 | ° o012 1 ® ooz |3 3L oy, 18 ;
Wm;%rémm $ 2‘752.5 Wm;%rémz-EE $ 3.392 i)Wm;%rﬁow-i $ 3.620

Hedging Meeting 3-21-2013.xlsx 3/19/2013 ElA Price

-

2/



KyPSC Case No. 2012-180
2013 Annual Report - Attach A
Page 311 of 317

Summer Strip 2013
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Independent Statistics & Analysis

U.S. Energy Information
N Administration

Short-Term Energy Outlook (STEQ)

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 70.0
Bcf/d in both 2013 and 2014, Forecasts for closer-to-average winter temperatures in 2013 and
2014 {compared with the record-warm temperatures in 2012) lead to increases in natural gas
used for residential and commercial space heating. The projected increase in natural gas prices

contributes to a decline in natural gas used for electric power generation from 25.0 Bef/d in
2012 to 23.1 Bef/d in 2013 and 22.7 Bcf/d in 2014.

U.S. Natural Gas Production and Imports. Projected natural gas marketed production increases
from 69.1 Bef/d in 2012 to 69.6 Bef/d in 2013, and remains flat in 2014, Onshore production
increases slightly over the forecast period, while GOM production declines.

Natural gas pipeline gross imports, which have declined over the last five years, are projected to
remain near their 2012 level over the forecast period. Liquefied natural gas (LNG) imports are
expected to remain at minimal levels of less than 0.5 Bef/d in both 2013 and 2014.

U.S. Natural Gas Inventories. As of March 1, 2013, working gas stocks totaled 2,083 Bcf, which

is 361 Bcf less than at the same time in 2012, but 269 Bcf greater than the five-year (2008-12)

average, EIA expects an end-of-March level of just under 2,000 Bcf, which is less than the unusually high
2,477 Bcf at the end of March 2012, but still well above the five-vear average of 1,726 Bcf.

Crude Qil Prices

EIA expects that the Brent crude oil spot price, which averaged $112 per barrelin 2012 and
rose to $119 per barrel in early February 2013, will average $108 per barrel in 2013 and $101
per barrel in 2014. The projected discount of West Texas Intermediate (WTI) crude oil to
Brent, which increased to a monthly average of more than $20 per barrel in February 2013,
will average $16 per barrel in 2013 and $9 per barrel in 2014, as planned new pipeline
capacity lowers the cost of moving mid-continent crude oil to the Guif Coast refining centers.
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