. Duke 139 East Fourth Street, R. 25 Atll
¢ € Energy. P.0. Box 960

Cincinnai, Ohio 45201-0960

Tel 513-419-1837

Fax: 513-419-1846

dianne. kuhnell@duke-energy.com

Dianne B, Kuhrell.
Senior Paralegal

VIA HAND DELIVERY

May 13, 2010

RECEIVED

-

Jeff Derouen MAY 14 2010
Executive Director
Kentucky Public Service Commission PUBLIC SERVICE

211 Sower Boulevard COMMISSION

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

Dear Mr. Derouen:

Enclosed please find an original and twelve copies of Duke Energy Kentucky, Inc.’s
Final Report on Hedging Activity for April 1, 2009 through March 31, 2010 and Interim
Report and the Petition of Duke Energy Kentucky, Inc. for Confidential Treatment Contained
in the Hedging Report of April 1, 2009 through March 31, 2010, and Interim Report on
Ongoing Hedging Activity. Also enclosed is one copy of the Confidential Material
(Attachment A and Report) to be Filed Under Seal as requested in the Petition for
Confidential Treatment.

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

enclosed envelope.

Sincerely,
Dianne Kuhnell /?

Senior Paralegal

cc: Larry Cook (w/enclosures)

www.duke-energy.com

340088



COMMONWEALTH OF KENTUCKY RECE

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION MAY 1 4 2010

PUBLIC SERVICE
In the Matter of* COMMISS!OB%L

APPLICATION OF

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

CASE NO. 2008-00175

R R T S S

PETITION OF DUKE ENERGY KENTUCKY, INC.
FOR CONFIDENTIAL TREATMENT OF INFORMATION CONTAINED IN
THE HEDGING REPORT OF APRIL 1, 2009 THROUGH MARCH 31, 2010,
AND INTERIM REPORT ON ONGOING GAS HEDGING ACTIVITY

Duke Energy Kentucky, Inc. (Duke Energy Kentucky), pursuant to 807 KAR
5:001, Section 7, respectfully requests the Commission to classify and protect as
confidential certain information that is contained in its Final Hedging Report for the
Period of April 1, 2009 through March 31, 2010 and Interim Report on Ongoing Gas
Hedging Activity Program (Report Period) in this proceeding, which is being filed
contemporaneously with this petition. In support thereof, Duke Energy Kentucky states:

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

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

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

3. The hedging volume information described above contains sensitive
commercial information, the disclosure of which would injure Duke Energy Kentucky for
the reasons stated above. Duke Energy Kentucky’s purchases of hedging instruments are
confidential. Public release of this information would allow other suppliers to have
access to this information and could enable such suppliers to charge higher prices to
Duke Energy Kentucky for hedging instruments. The Commission previously granted
confidential treatment to similar information on October §, 2009.

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

5. The public interest will be served by granting this Petition, in that Duke

Energy Kentucky’s ability to obtain low cost gas supplies will be fostered and the cost of

gas to Duke Energy Kentucky’s customers will thereby be minimized.
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WHEREFORE, Duke Energy Kentucky respectfully requests that the
Commission classify and protect as confidential the specific information described

herein.

Respectfully submitted,

DUKE ENERGY KENTUCKY, INC.

Rocto O D Ascenzo

Senior Counsel

Amy B. Spiller

Associate General Counsel

Duke Energy Shared Services, Inc.

2500 Atrium I1

139 East Fourth Street

Cincinnati, OH 45201-0960

(513) 419-1852

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

CERTIFICATE OF SERVICE

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

prepaid, this ) ;""an of May, 2010.

Hon. Larry Cook

Assistant Attorney General
Capital Center Drive, Suite 200
Frankfort, Kentucky 40601-8204
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For April 1, 2009 — March 31, 2010
And Report on Hedging Activity
For Future Gas Deliveries

By
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The Senior Vice President Ohio and Kentucky Gas Operations, General Manager of 5
Gas Commercial 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 j
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 2010 is attached, along '
with the information reviewed during each meeting (see Attachment A).

A summary of the amounts hedged for delivery during the 12 months ended March
31, 2010 and hedged prior to March 31, 2010 for delivery at a later date is shown below,
followed by details of the factors influencing Duke Energy Kentucky, Inc’s (“Duke Energy
Kentucky”) decision to enter into a hedging agreement each time.

Strike : © Price ~ Delivery | Volume Seasonal
: Date Supplier Type | - ‘PerDth Point Dth/day Month(s) Volume |
Summer 2009 .

3/6/2007* Fixed
10/16/2007**

Nov 07 ~ Oct 09
Nov 08 — Mar 10 !
Apr 09 — Mar 10
Apr 09 —~ Mar 11 ‘
Apr 09 — Mar 11 :

10/22/2008***

12/3/2008***
1/26/2009%**

Winter 2009/10

10/16/2007** Fixed |
3/19/2008** Fixed |
10/22/2008%** Fixed ,
12/3/2008*** |} Fixed %
1/26/2009%** Collar
4/8/2009 Fixed
7/1/12009 Cst Avg
11/3/2009 Fixed
Summer 2010
3/19/2008** || Fixed CGT Nov 09 — Oct 0
12/3/2008%** | Fixed CGT-M Apr 09 — Mar 1]
1/26/2009*** 1§ Collar CGT-M Apr 09 — Mar I}
4/8/2009 || Fixed CGT-M Nov 09 — QOct 11
11/17/2009 | Fixed CGT-M Jun 10— Aug 10
212412010 | MM  Fixed CGT-M Apr 10 —Sep 10

Winter 2010/11

12/3/2008*** CGT-M Apr 09 — Mar 11
1/26/2009*** Collar CGT-M Apr 09 -~ Mar 1]
4/8/2009 Fixed CGT-M Nov 09 —Oct 1}
11/17/2009 CGT-M Nov 10 - Oct 12
2/24/2010 CGT-M Dec 10 —Feb 11}

Nov 08 — Mar 10
Nov 09 —~ Oct 10
Apr 09 —Mar 10
Apr 09 —Mar 11
) Apr 09 — Mar 11
Nov 09 - Oct 11
Dec 09 —~ Feb 10
Dec 09 — Feb 10
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Strike Price Delivery | Volume Seasonal
Date Supplier Type _ Per Dth Point Dth/day Month(s) Volume

Summer 2011
4/8/2009 i L | Nov09-Octll]
9/9/2009 | BEEREN | Apr |1 — Mar 12
11/17/2009 Ry | Nov 10-0Oct 12

Winter 2011/12
9/9/2009 Fixed CGT-M || Apr 11 ~Mar 12
11/17/2009 Fixed CGT-M Nov 10 - Oct 12

* See Annual Report on Hedging Activity for April 1, 2006 — March 31, 2007
**  See Annual Report on Hedging Activity for April 1, 2007 ~ March 31, 2008
***  See Annual Report on Hedeine Activity for April 1, 2008 — March 31,2009

CGT = Columbia Gulf Transmission South Louisiana Onshore
CGT-M = Columbia Gulf Transmission Mainline

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:

. Season

_As of March 31,2010
Summer 2009
Winter 2009/10
Summer 2010
Winter 2010/11
Summer 2011
Winter 2011/12
Summer 2012

1 Total Hedged % - % Hedged
' L Hedged | And Storage*

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

2 Year Fixed Price with ——— April §, 2009

During the hedging meeting on March 19, 2009, the Natural Gas Hedging
Committee decided that additional hedging should take place after the hedging levels of
the Hedging Program change on April 1, 2009. In addition, during the hedging meeting,
a proposal was made to use World Energy Exchange, an online auction, for this
transaction. After significant discussion, the Natural Gas Hedging Committee decided to
seek bids using World Energy Exchange for the long term fixed price in the first half of
April for 1,000 dth per day to be delivered at Columbia Gulf Mainline from November 1,
2009 through October 31, 2011.
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World Energy Exchange invited 14 of Duke Energy Kentucky’s suppliers to
participate in the online auction. On April 8, 2009, the auction opened at 11:00 A.M. and
closed at 11:15 A. ] ] icipated in the online auction and -was
the lowest bidder ;\W Mxed price bid of -was accepted.
Subsequent to the auction, the decision was made not to continue using World Energy
Exchange auction process. [t was determined that based on Duke Energy’s deal
structures, the auction process and Duke Energy’s prior bidding mechanism, would result

in similar to lower bids based on the fees associated with the auction. (Fees were paid by
the winning bidder and included in the price.)

The EIA storage report released on April 2, 2009 indicated that as of March 27,
2009, total U.S. amount of gas in storage was 1,654 bef (37% full), which was 402 bef
higher than the previous year and 303 bef higher than the 5-year average. Duke Energy
Kentucky’s storage with Columbia Gas was approximately cf ( full).

The table below compares the futures price data for April 8th with the most
recently available forecasts from CERA and EIA and the locked in prices that Duke
Energy Kentucky agreed to pay - Please note that EIA’s forecast did not cover
the entire term.

o “Price.Foréeasts .| ©
- Month _ | CERA |29EIA: 5] )

Nov 09 $3.890 :
Dec 09 $3.860 g
Jan 10 $3.910 ‘
Feb 10 $3.950

Mar 10 $4.120 ;
Apr 10 $4.270
May 10 $4.400
Jun 10 $4.320

Jul 10 $4.350

Aug 10 $4.090

Sep 10 $4.500

Oct 10 $5.050

Nov 10 $4.550 |,

Dec 10 $4.450

Jan 11 $4.300

Feb 11 $4.180

Mar }1 $4.310

Apr 11 $5.360 $6.314

May 11 $6.670 |: $6.299

Jun 11 $7.370 | $6.384

Jul 11 $7.950 | $6.479

Aug |1 $8.030 $6.549

Sep 11 $7.350 |- $6.579

Oct 1} $6.770 | $6.669

| 2 Year Average $5.083 [

se103 | NI
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December 2009-February 2010 Cost Averaging wit- July 7, 2009

During the hedging meeting on June 30, 2009, the Natural Gas Hedging Committee
decided to begin the cost averaging to accumulate a price between July 15,2009 and
September 30, 2009. Bids were sought for December 2009 ; br 2
dth per day to be delivered at Columbia Gulf Mainline. JESSEESS b ae o

were each contacted by phone on July 6, 2009 requesting a bid : .M. on July 7,
2009. [Elvid was bid was S, and [[bid was i
was accepted. The price would be the average of the NYMEX closing price for
the December 2009, January 2010, and February 2010 NYMEX contracts from July 15, 2009
through September 30, 2009 minus $0.09 for 5.000 dth/day delivered to Columbia Gulf
Mainline. The final result was a price of’ -per dth. (See Attachment B).

1 Year Fixed Price with_;September 9, 2609

During the hedging meeting on August 26, 2009, discussion focused on the
fundamentals of the market. In addition, the Natural Gas Hedging Committee discussed
the record storage levels and the impact on prices as well as the spread between prompt
month and Winter 09/10 and Summer 2010 NYMEX prices. The Natural Gas Hedging
Committee decided to hedge additional volumes for the Summer 2011 and Winter
2011/12.

Due to the illiquidity of the market beyond the next season, Duke Energy
Kentucky used the same technique as in previous long term fixed prices. Three suppliers
were contacted and told to expect a call from Duke Energy Kentucky at 11:00 am on
September 9, 2009#\»«35 the lowest bidder at , with -amd-
bidding |l and respectively. The fixed price with as selected
as the lowest bid.

The EIA storage report released on September 3, 2009 indicated that as of August
28,2009, total U.S. amount of gas in storage was 3,323 bef (74% full), which was 489
bef higher than the previous year and 501 bef higher than the 5-year average, Duke
Energy Kentucky’s storage with Columbia Gas was approximately- bef ( ).

The table below compares the futures price data for September 9" with the most
recently available forecasts from CERA and EJA and the locked in prices that Duke
Energy Kentucky agreed to pay- Please note that EIA’s forecast did not
cover the term.

Price Forecabts " | . NYMEX Futures Price Fixed

Month . A |. High | Low | Close Price
Apr i $6.140 $6.0534 $6.034
May I'I $6.110 $6.004 $6.004
Jun 11 $6.190 $6.084 $6.084
Jul 11 $6.174 $6.174 $6.174
Aug 11 $6.350 | $6.244 | $6.244
Sep 11 $6.330 $6.274 $6.274
Oct 11 $6.405 $6.359 $6.359
Nov 11 $6.609 $6.609 $6.609
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. L Price Forecasts ) NYMEX Futures Price Fixed
i Month. [ CERA [ "EIA | High Low Close Price
Dec 11 $6.610 $6.904 | $6.904 | $6.904
Jan 12 $6.400 $7.119 ] $7.050 | §7.119
Feb 12 $6.320 $7.119 ] $7019| $7.119
Mar 12 $6.230 $6.909 | $6.909 |  $6.909
1 Year Avg $6.823 |8 $6.530 | $6.480 | _ $6.486 | NSEEME|

Winter 2009-10 Fixed Price with|iaE November 3, 2009

During the hedging meeting on October 23, 2009, discussed market fundamentals
and the significant increase in NYMEX over the past several weeks and that the “Bulls”
seem to be in control of the market, even though the fundamentals remain bearish. At
that time a decision was reached not to hedge additional volumes due to a run-up in
NYMEX prices, but instead to monitor the market for significant price movements. On
November 3, 2009, members of the Natural Gas Hedging Committee met to discuss
additional hedging in light of changing market conditions. NYMEX prices for the
December 2009—Febraury 2010 strip had decreased significantly from the October 23,
2009 meeting of N 1o -based on the November 2™ close price. After
discussing pricing information and the position in the Kentucky Hedging Program a
determination was made to hedge additional volumes by converting FOMI base gas to a

fixed price. A portion of the supply from at Columbia Gulf Mainline would be
converted from FOMI to a fixed price o or December 2009 through February
2010.

The EIA storage report released on October 29, 2009 indicated that as of October
23, 2009, total U.S. amount of gas in storage was 3,759 bef (83% full), which was 373
bef higher than the previous year and 414 bef higher than the five-year average. Duke
Energy Kentucky’s storage with Columbia Gas was approximately bef (| full).

The table below compares the futures price data for November 3rd with the most
recently available forecasts from CERA and EIA and the locked in price that Duke
Energy Kentucky agreed to pay —f'or base gas to be delivered December 1, 2009
through February 28, 2010 at Columbia Gulf Mainline.

%] Dec09 | Jan10 | Feb10 | Average

Price Forecasts

CERA (10/26/09) $3.53 $3.70 $3.61 $3.613
EIA (10/06/09) $4.23 $4.70 $4.98 34.637
NYMEX (11/63/09)

High $4.922 $5.248 $5.296 $5.155
Low $4.820 $5.130 $5.215 $5.055
Close $4.922 $5.248 $5.296 $5.155

Fixed Price (11/03/2009)
I R 1oy 12/1/09—2/28/10) T
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2 Year Fixed Price with |- November 17, 2009

During the hedging meeting on November 13, 2009, discussions focused on
market fundamentals such as the warm November temperatures impact on the NYMEX
price, storage levels, and economic factors such as supply and demand as well as spreads
between current NYMEX prices and historical prices. In addition, discussed the
Kentucky Hedging program and that the levels had changed November 1*'. Based on this
information the Natural Gas Hedging Committee decided that additional hedging was
appropriate at this time. The term of the hedging would be for a 24 month period
beginning November 1, 2010 through October 31, 2012, | th/day delivered at

Columbia Guif Mainline. Three suppliers were contacted and asked to bid on this deal.
The results were: RIS NS I -

bid was accepted.

The EIA storage report released on November 13, 2009 indicated that as of
November 6, 2009, total U.S. amount of gas in storage was 3,813 bef (84% full), which was
350 bef higher than the previous year and 409 bef higher than the 5-year average. Duke
Energy Kentucky’s storage with Columbia Gas was approximately j8bc{ ﬁfull)‘

The table below compares the futures price data for November 17th with the most
recently available forecasts from CERA and EIA and the locked in prices that Duke
Energy Kentucky agreed to pay EEEEE Plcase note that EIA’s forecast did not cover
the entire term.

 Price;Forecasts NYMEX Futures Price, - |-
Month L CERAT|-TEIA° | High. | Low .| Close |
Nov 10 $4.090 | $5.500 | $6.060 | $5.945| $5.970
Dec 10 $4.200 | $6.000 | $6.460 | $6.330 | $6.355
Jan 11 $4.240 | $6.665 | $6.575 | $6.580
Feb 11 $4.330 $6.642 | $6.550 | $6.570
“Mar 11 $4.460 $6.469 | $6.390 | $6.400
Apr 11 $5210 $6.015 | $5.947 | $5.965
May 11 $5.230 $5.990 | $5.930 | $5.930
Jun 11 $5.240 $5.985 | $5.985 | $5.985
Jul 11 $5.500 $6.055 | $6.050 | $6.050
Aug 11 $5.650 $6.115 | $6.115| $6.115
Sep 11 $5.580 $6.150 | $6.150 | $6.150
Oct 11 $5.270 $6310 | $6249 | $6.260
Nov 11 $5.880 $6.592 | $6.540 | $6.540
Dec 1] $6.160 $6.880 | $6.820 | $6.820
Jan 12 $6.210 $7.090 | $7.020 | $7.020
Feb 12 $6.260 $7.080 | $7.010 | $7.010
Mar 12 $6.270 $6.850 | $6.780 | $6.780
Apr 12 $5.650 $6.160 | $6.160 | $6.160
May 12 $5.660 $6.105 | $6.105| $6.105
Jun 12 $5.850 $6.160 | $6.160 | $6.160
Jul 12 $6.060 $6.225 | $6.225| $6.225
Aug 12 $6.470 $6.285 | $6.285 | $6.285
Sep 12 $6.450 $6315 | $6315| $6315
Oct 12 $5.700 1 $6.420 | $6.420 | $6.420
2 Year Average | $5.484 [ ° | $6378 | $6.336 | $6.340 ]
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Summer 2010 Fixed Price with-— November 17, 2009

During the hedging meeting on November 13, 2009, discussions focused on
market fundamentals such as the warm November temperatures impact on the NYMEX
price, storage levels, and economic factors such as supply and demand as well as spreads
between current NYMEX prices and historical prices. In addition, discussed the
Kentucky Hedging program and that the levels had changed November 1*. Based on this
information the Natural Gas Hedging Committee decided thal hedging was
appropriate at this time. Duke Energy Kentucky contacted nd requested a bid
on [l dth/day on Columbia Gulf Mainline for the period beginning June 1, 2010
through August 31, 2010. qesponded with a bid of Based on the
NYMEX prices and the basis spread at that time, the bid met the requirements of Duke
Energy Kentucky and [[ESSIN offer was accepted.

The EIA storage report released on November 13, 2009 indicated that as of
November 6, 2009, total U.S. amount of gas in storage was 3,813 bef (84% full), which
was 350 bef higher than the previous year and 409 bef higher than the 5-year average.
Duke Energy Kentucky’s storage with Columbia Gas was approximately -bcf ]
full).

The table below compares the futures price data for November 17th with the most
recently available forecasts from CERA and EIA and the locked in prices that Duke

Energy Kentucky agreed to pay RN

j T Jul10 " Average
Price Forecasts
CERA (10/26/09) $4.06 | $428 | $4.28 $4.207
EIA (11/10/09) $4.55 $448 | $4.41 $4.480
NYMEX (11/17/09)
High $5.301 | 35413 | $5.459 $5.391
Low $5.155 | $5.255 | $5335 $5.248
Close $5.175 | $5281 | $5.350 $5.272
Fixed Price (11/17/2009)
-idth/day 6/1/10—8/31/10) [

Summer 2010 Fixed Price with IElEad — February 24. 2010

During the hedging meeting on February 24, 2010, discussions focused on market
fundamentals such as the drop in NYMEX prices and the impact of increased number of
drilling rigs in the field, long-term and short-term weather forecasts, independent analysts
projections for gas prices, storage levels, and economic factors such as supply and
demand. In addition, discussed the position of the Kentucky Hedging program. Based
on this information the Natural Gas Hedging Committee decided that additional hedging
was appropriate at this time. Duke Energy Kentucky contacted |l and requested a
bid on th/day on Columbia Gulf Mainline for the period beginning April 1, 2010
through September 30, 2010. —responded that they were not interested in bidding.

As a result _was contacted. -eSponded with a bid of K. Based on
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the NYMEX prices and the iaiii iireai at that time, the bid met the requirements of
Duke Energy Kentucky and offer was accepted.

The EIA storage report released on February 18, 2010 indicated that as of
February 12, 2010, total U.S. amount of gas in storage was 2,025 bef (45% full), which
was 26 bcef higher than the previous year and 53 bef higher than the 5-year average.
Duke Energy Kentucky’s storage with Columbia Gas was approximately -bcf (-
full).

The table below compares the futures price data for February 24th with the most
recently available forecasts from PIRA and EIA and the locked in prices that Duke

Energy Kentucky agreed to pay -

= Price Forecasts . | "NYME
“Month [TPIRAZ|  EIA .| High °
Apr 10 $5.300 $5.200 $4.880 $4.840
May 10 $5.500 $5.130 $4.993 $4.859
Jun 10 $5.700 $5.090 $5.067 $4.942
Jul 10 $6.000 $4.990 $5.140 $5.086
Aug 10 $6.000 $5.070 | $5.190 1 '$5.146
Sep 10 $5.800 $5.210 $5.225 $5.181
Average $5.717 $5.115 $5.083 $5.009

December 2010-February 2011 Fixed Price with [JRIII- February 24, 2010

During the hedging meeting on February 24, 2010, discussions focused on market
fundamentals such as the drop in NYMEX prices and the impact of increased number of
drilling rigs in the field, long-term and short-term weather forecasts, independent analysts
projections for gas prices, storage levels, and economic factors such as supply and
demand. In addition, discussed the position of the Kentucky Hedging program. Based
on this information the Natural Gas Hedging Committee decided that additional hedging
was appropriate at this time. Duke Energy Kentucky contacted S land requested a
bid on | fKth/day on Columbia Gulf Mainline for the period begigning December 1,
2010 through February 28, 2011. Tenaska responded with a bid of] . Based on the
NYMEX prices and the basis siread at that time, the bid met the requirements of Duke

Energy Kentucky and offer was accepted.

The EIA storage report released on February 18, 2010 indicated that as of
February 12, 2010, total U.S. amount of gas in storage was 2,025 bef (45% full), which
was 26 bef higher than the previous year and 53 bef higher than the 5-year average.
Duke Energy Kentucky’s storage with Columbia Gas was approximately [[iliocr (EEE
full).

The table below compares the futures price data for February 24th with the most

recently available forecasts fro nd EIA and the locked in prices that Duke
Energy Kentucky agreed to pa;
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| Dec10 | Janll [ Feb1l [ . Average

Price Forecasts

PIRA (2/23/10) $6.00 $6.00 | $5.80 $5.933
EIA (2/10/10) $6.10 $6.37 | $6.34 $6.270
NYMEX (2/24/10)

High $5.940 | $6.165 | $6.130 $6.078
Low $5.900 | $6.131 | $6.096 $6.042
Close $5.906 | $6.131 | $6.096 $6.044

Fixed Price (2/24/2010)

R 1/ day 12/1/10—2/28/11) | R

Effect of Hedging Program on Gas Costs

The effect of the hedging activity on gas cost can be determined by comparing the
price paid for any hedged gas with the published Inside FERC First of Month Index
(FOMI) for the delivery point where physical delivery of the hedged gas was received
(Columbia Gulf Onshore or Columbia Gulf Mainline). The hedged price includes the
basis from Henry Hub to the point of delivery. This analysis shows that for the 12
months ended March 31, 2010 gas costs were about $8.3 million higher when comparing
the hedged price with the FOMI at the time of physical delivery than they would have
been if no hedging had taken place. The following tables list each package of hedged gas
and the impact on the total gas cost resulting from that hedge.

Summer Season 2009' _

. 1 TQ[Z:\' 1 R
_ Supplier Type . 7| Dth/day’| Dth -.]  Poi
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Hedged | IFERC |  Cost
oo f, sTotal Receipt Price FOMI Increase/

Supplier Type.. . 4 'Dthvday- | ;. Dth Point $/dth $/dth - (Savings)

Jul

Season Total

Winter Season 2009-10

‘Hedged | IFERC | = Cost
R E Dok “Total Receipt Price FOMI | ' Increase/
Supplier |.. . Typé ... -|.Dthvday | - Dth . | Point $/dth $/dth . | = (Savings) .
November

' CGT-M $4.26

CGT-M $4.26

CGT-M $4.26

CGT-M $4.26

CGT-M $4.26

CGT $4.26

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47

CGT-M $4.47
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Hedged | IFERC Cost
Total Receipt Price FOMI Increase/
. Supplier .. Type Dih/day Dth . Point $/dth $/dth (Savings)
Januar

Fixed CGT-M $5.83
Fixed CGT-M $5.83
Fixed CGT-M $5.83
Cottar IR CGT-M $5.83
Fixed || CGT-M $5.83
Fixed CGT-M $5.83
Cost Averaging | CGT-M $5.83
Fixed CGT $5.81
Fixed CGT-M $5.28
Fixed B CGT-M $5.28
|Fixed B | CGT-M $5.28
cottar (D CGT-M $5.28
Fixed | CGT-M $5.28
Fixed CGT-M $5.28
Cost Averaging CGT-M $5.28
Fixed CGT $5.26
Fixed CGT-M $4.78
Fixed CGT-M $4.78
__|Collar ( CGT-M $4.78
Fixed CGT-M $4.78
Fixed CGT-M $4.78
Fixed CGT $4.78

Season Total

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.
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The following table shows the effect that hedging had on each separate GCA rate
for the 12 months ending March 31, 2010. The prior year’s hedging program continues
to affect the AA portion of the GCA through August 31, 2009. Likewise, gas costs
during the 12 months ended March 31, 2010 will continue to affect the AA portion of the
GCA through August 31,2010. A negative sign means that the rate was decreased due to
the hedging program, and a positive indicates that the rate was increased. Rates are in
dollars per ccf.

~ Month Impact on EGC | Impacton’AA Impacton GCA:
April 2009 +3$0.0957 +$0.0046 +$0.1003
May 2009 +$0.1469 +$0.0046 +$0.1515
June 2009 +$0.1514 -$0.0030 +$0.1484
July 2009 +$0.1470 -$0.0030 +$0.1440
August 2009 +$0.1590 -$0.0030 +$0.1560
September 2009 +$0.1848 +$0.0054 +$0.1902
October 2009 +$0.1596 +$0.0054 +$0.1650
November 2009 +$0.0601 +$0.0054 +$0.0655
December 2009 +$0.0443 +$0.0161 +$0.0604
January 2010 +$0.0250 +$0.0161 +$0.0411
February 2010 +$0.0174 +$0.0161 +$0.0335
March 2010 +$0.0368 +$0.0198 +$0.0566

*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, 2010. Based on this calculation, GCA customers will pay approximately
BEREREECcf more than they would have paid absent the hedging program for natural gas
purchased between April 1, 2009 and March 31, 2010, 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 $0.523/dth over the 12 months ended March 31, 2010.
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Actual Average Commodity Cost’ of Estimated Average Commodity Cost of
Gas (Includcs Hedgm : ‘ , ‘ Gas Without Hedging

Commodity Wagt.
Cost g Dth _Ave.

Apr-09

May-09

Jun-09

Jul-09

Aug-09

Sep-09

Oct-09

Nov-09

Dec-09

Jan-10

Feb-10

Mar-10

Standard Deviation

Reduction in Standard Deviation

Weather Analysis

The table below lists heating degree days for November 2009 through March
2010 compared to normal.

Nov Dec Jan Feb Mar Total

Normal Heating Degree Days* 621 907 1,069 855 662 4,114
2009/2010
Heating Degree Days 518 982 1,179 | 1,058 594 | 4331

% Colder (Warmer) than Normal | (17%) 8% 10% 24% | (10%) | 5%

* Based on 10-year average 1990-1999.

Summary

Gas prices for the 12 months ended March 2010 were consistent and historically
low priced. The average NYMEX settlement price for the 12 month period ended March
31, 2010 was about $4.09 with a range of $2.97. The comparable 2009/2008 average was
about $8.25 with a range of about $9.05. 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 58%.
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Gas Commercial Operatlions
Hedging Program
Market Indicators Summary
April 27, 2009

2010.

Price Page
Pressure Term J Comments Ref
Weather
NOAA predicting an equal chance of above, below or normal
Long Term Forecast « Long temperatures for May-July for areas eas} q! the Mississippi River and 14
above average lemperatures for the majorily of area west of the
Mississippi.
N May predicted to be 3 5% warmer than 10 year normal and June is
Mid Term Forecast (30-60 days) «— | Long |ocedicted to be 2.3% warmer than 10 year normat 35
Short Term Forecast (6-10 days) Short Above‘apd Much Above oyer rA1d~Qon(|nenl during the period. Some 16
Cool air in the Wes! eary in the period
. - Colorado State forecas feam lowers number of hurricanes it expects this
Tropical Storm Activity < | Long |year from above average number to average 7
Storage Inventory
Storage injections for the week ending April 17th were 46 BCF. Storage
EIA Weekly Storage Report l Long Jlevels are at 1.741 TCF which is 35.8% higher than last year and 22.7% 18
higher than the 5 year average.
Industry Publications
Cambridge Energy Research Associates CERA projects the Henry Hub price to average JREaiig per MMBtu for
Summer 2009: i tong |2009 Economic oullook continues to deteriorate. Natural gas demand 19
Winter 2009/10 continues 1o fall faster than supply.
"We finally broke," a broker said of the contract's break of the $3.50
Gas Daily * Long |supportievel "I say we're going to keep going down. There's no reason 20-21
notto.”
"Gas prices are headed for a {rain wreck this summer, plunging below
Gas Daily ‘ Long |$3/Mcl and forcing producers 1o shut in production to rebalance the 22-23
markel.”
. "We believe energy prices have bottomed and are likely to rise, but the
Gas Daily T Long |Pace and the magnitude will depend on the level of economic activity,” 24
according to an Oppenheimer analyst.
Global economic strife continues 1o balter gas demand and will almost
Gas Daily i Long [certainly fead to an oversupply of LNG this year, and possibly for the next 25
few years.
A flood of LNG imporis this year will lead to dramatic shut-ins of domestic
Gas Daily i Long |preduction in the short term and send prices as low as $2/MMBly, 26
according to a Credit Suisse analyst .
While the economy conlinues to deflale industrial gas consumption,
Gas Daily T Long there are growmg signs u_\at demand is staring to stabilfze notably 27.28
among chemical companies and some analysts expect it to suppornt gas
prices as early as mid-summer.
Government Agencles
Energy Information Administration The current decline in economic activity will have a significant impact on
Winler 2009/10; $6.212 % tong {natural gas consumption in the industrial sector, which is forecast to fall 29
Summer 2009: $3.776 by 7.4% in 2009,
Technlcal Analysis
Winter 2009-10 Strip Chart <— | Short {Closed at $5.49 30
Summer 2010 Strip Chart «—> | Short [Closed at $5.80 31
Economy
1 EIA: Natural gas consumption is projected to decline by 1.8% in 2009
Demand Long |and remain relatively unchanged in 2010. 32
EIA: Total U §. markeled natural gas production is expected to decline by
0.3% in 2009 and fall by 1.0% in 2010. Baker-Hughes reports slightly
below 800 rigs working as of Aprit 9, 2009, a decline of over 50% from
Supply * Long August 2008, This drop in drilling activity and declining productivity of 32
wells are expecled to cause production to steadily decline as the year
prograsses.
Oif Market Long WTI prices are projected to average $53 per barret in 2009 and $63 in 32

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm
Attendees: Jeff Kemn, Jim Henning, Patly Walker, Mike Brumback, Joachim Fischesser, Steve Niederbaumer

Discussed results of online auction on April 8, 2008 for total of (ERREITEITRUIEERERETERRIR for the 2 year period Nov-09-Oct-11. In
addilion, discussed the online auction process and its value. Discussed current market fundamental such as: weather forecast, tropical storm

activity, storage levels, industry publication, governmental agency, analysts opinions, technical analysis and economic determinants. Based on
the information provided as well as the current positions within the Hedging Program additional hedging is not necessary at this time.
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WarldEnergy

¥. Contracls Sttes

12,

. Reports

+ Postings _ (BTG

RFP Bid History: 6713 - Natural Gas Duke Energy

Fixed - 24 mo. - Firm Baseload - Columbia Gulf Mainline
Auction Information

Auction Start Time: 418/2009 11:00:00 AM EPT RFP Status: Closed: Awarded
Auction End Time: 4/812009 11:16:00 AM EPT Time Left Auction Ended
Total Quantity [ s ] Total Bids: 13
Opening Bid {$/MMbte): | e ] Low Bid ($/MMbtu): _
Reserve Price ($/MMbtu): NIA Low Bidder —
Price Graph
Auction Generated Savings P ] o
First Bid ($/MMblu): ==
Best Bid ($/MMblu) B
your Total Usage: 6,000 MMbtu 5 20035 F\
Cost - First Bid: -
Cost - Bes! Bid: SRR
£ 150261
Total Auction Generated Savings : .
$1,320.60 or 3.54 % §
Market Benchmark Savings =GR
Price-to-Compare ($/MMbtu): N/A :é
Best Bid (S/MMbtu): [ _
Your Total Usage: 6,000 MMbtu 050907
Cost - Price-to-Compare: N/A
Cost - Best Bid- - v
Total Market Benchmark Savings :
N/A § O5000 L e
Bid

Bid History Total Bids in View: 13




Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11

Average

Low End
Basis
Adder

High End
Basis
Adder

NYMEX.COM

$4.798
$5.424 ~
$5.699
$5.720 ~
$5.633 ©
$5.446 "~
$5.460 ©
$5.590 °
$5.715 °
$5.787 ™
$5.815 ~
$5.917
$6.272 ™
$6.662 ™
$6.920 7
$6.912 °
$6.690 *
$6.300 7
$6.267
$6.335 7
$6.445 7
$6.517 ™
$6.547
$6.637 ~

$6.063 7

-$0.115 7~
%0010
$5.958

-$0.095 ™
__$0.060
$6.028
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required  Allowed
Month Dthimo Dth/day Dthimo dih/day dth/day

Apr-09
May-09

Jun-09

Jul-09

Aug-09
Sep-09

Oct-09
Summer 2009

Nov-09
Dec-09
Jan-10

Feb-10
Mar-10

Winter 09/10
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10

Jul-10

Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10
Dec-10
Jan-11

Feb-11
Mar-11
Winter 10/11
Target Levels By October 31,2008

Apr-11
May-11
Jun-11

Jul-11

Aug-11
Sep-11

Oct-11
Summer 2011

Target Levels B March 31, 2010 |

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

Target Levels By October 31, 2009
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
(04/05-08/09) | (2008-2009) 23-Apr-09 | 14-Apr-09 | 24-Apr-09
May | $7.72 | $11.28 $3.740 | $3.409
June | $7.65 | $11.92 $3.690 |  $3.516
July | $7.81 | $13.11 $3.650 |  $3.662
Aug | $7.21 $9.22 $3.690 | $3.793
Sept | $7.31 $8.39 $3.840 | $3.873
Oct | $7.55 $7.47 $4.030 $4.016
Nov | $847 | $6.47 $4.370 |  $4.716
Dec | $8.31 $6.89 $4.860 |  $5.441
Jan | $7.36 $7.17 $5.350 |  $5.761
Feb | $6.82 | $8.00 $5.600 | $5.803
Mar | $6.79 $8.93 $5790 |  $5.735
Apr | $7.06 $9.58 $5.690 |  $5.550
12 Month Avg $7.50 $9.03 $4.533 $4.606
Summer Average $4.047 $3.974
Winter Average $5.212 $5.491

$15.00

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00
May June July Aug Sept Oct Nov Dec Jan Feb Mar Apr
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STMDA FarthSat’s 30-60 DAy Ottlook

Wednesday, April 22, 2009
EarthSat Weather Yo AP
Forecaster: SS/BH

!

SR | _ Apr 22,200'.9:'}, G
B Above (+2) [ Above (+1) 0— — — 0 [ Below (-1) Below (-2) Below (-3)
i Previous

Apr22,2009:],
Above (+3)

S Lrevious
N3 "z.

R
PRy

Not quite as warm in the

Slight cool changes for
Southwest

g the East Coast

Warmer change in East

Still very warm West

Changes were generally in the cooler direction in the East Changes were in the cooler direction across the West, espe-
Coast today with slight cool changes for Philly, New York, cially in the Southwest where Phoenix dropped from +1.6F to
and Boston. Warm changes were sparse, but the anomaly in +1.3F. Slight warm changes were noted across the East
Phoenix went higher to +2.7F. The forecast is still warmer Coast and into parts of the Midwest. This theme of a warm

than the 10Y and 30Y normals and much warmer than May west and a near normal east is continued into the rest of our
of last year. Drought is still extreme to exceptional across summer outlook, so don't look for the general look of these
parts of southern and western Texas, so the risk looks to be maps to change much as we head into July. This is also a

time where we start to look at the tropics as the beginning of
the Atlantic hurricane season takes place on June 1. As far as
recent history goes, a named storm has made a June US
landfall in five of the fast ten years. Our forecast for the entire
season projects 13 named storms overall.

the warmer side in that area. The map to %
the right is our CropCast 15-30 Day precip
forecast, which covers much of the month.
The below normal precip in the East could

13-30 Day Pregip Forocan
e e

lead to warmer femps there, 1y 30
May GWHDD* Forecasts *10Y Normal updated to 99-08 | ]June PWCDD* Forecasts *10Y Normal updated to 99-08
10Y Nomal * 152.8; 10Y Normal* 2287
May 2009 Fest: | 147.5s0v Nomal : 156.5{ | jun 2009 Fest: | 234.0 |sov Nomal - 217.4
May-2008 184.4; Jun-2008 263.1
Change: +0.5 i ) ’ Change: +1.2 ]
*National Gas-Weighted HDDs *National Population-Weighted CDDs

R SR
SRS TR
A

ST
PR

Sy I)

RN

TS
2

Vi

Maps above depict deviations of average temperatures from 30 Y normal in Fahrenheit.

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel {240) 833 8300 Fax {240) 833 8301
www.mdafederal.com/wx/  ©2009 [30-60 Day-Outlook, Version 2.1}

/5



MDA

EarthSat Weather

FarthSat’s

Case No. 2008-175
Attachment A

6-10 Day Forecast-Detiiled
Friday, April 24, 2009
Forecaster: BH/AC

Previou

Previous
1§05y @

o Strong Above ... *15 or UP Normal Strong Below ..........-15 or Lower B2
(‘ 2 B Much Above ........ +8F to +14F F2F rrerTEre e 28 Much Below ......... vo..8F to -14F EER
EADOVE -.oovvvves +3F to +7F BElOW wvvvvveroeeseseeeesrern=3F to <7F [

Today’s Forecast:
Cool Air In West Holds On Through Early Period

Wi Temps o Fast Persist Meardy a0 Bertod

The cooler weather in the Western U.S. early in the period is
maintained, and could also turn to be cooler than the forecast
depicts. This cooler air, in the form of belows, could reach the
northern half of the Plains by the mid-period. While much
aboves have departed the East for the period composite, the
warmth continues to be seen throughout. Late in the period,
however, the potential for widespread much above normals to
reach the East Coast is possible. Plenty of wet weather
chances during the mid to late period in the Plains and Mid-
west may cause some issues, mostly towards the cooler side.

o

TN STy

Previous

e
i

%?ﬁi

..,4?

Forecast Confidence: 6

7
i

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel {240) 833 8300 Fax (240) 833 8301
www mdafederal.com/wx/  ©2009 [Morning Basic-Page 3, Version 2.0]
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US forecaster lowers Atlantic hurricane prediction

Tue, 7 Apr 2009 16:19:00 GMT

* CSU predicts six hurricanes, two expected to be "major”

* Sea temperatures have cooled, weak El Nino could emerge
* 31 pct chance of "major” hurricane hitting US Gulf coast
By Jim Loney

MIAMI, April 7 (Reuters) - Citing cooler seas and the prospect of a weak E] Nino, Colorado State University's
hurricane team Jlowered its 2009 Atlantic forecast on Tuesday to 12 tropical storms, of orms, of which_six could become

hurricanes.

The research team, founded by storm forecasting pioneer William Gray, said the season could see two "major” hurricanes
of Category 3 or higher on the five-step Saffir-Simpson intensity scale. Hurricanes of that magnitude have sustained winds
of more than 110 miles per hour (177 km per hour).

In its December forecast, the CSU team predicted 14 storms, seven hurricanes and three major hurricanes in

the 2009 season, which begins on June 1 and lasts six months.

The researchers said sea surface temperatures in the tropical Atlantic Ocean had cooled in recent months. Hurricanes draw
energy from warm sea water, so cooler water could diminish hurricane activity.

In addition, the eastern Pacific Ocean could see the current weak La Nina conditions change to neutral, or even weak El
Nino, by June, the researchers said. El Nino is a warm water phenomenon that can suppress Atlantic hurricane formation,

*If Ef Nino conditions develop for this year's hurricane season, it would tend to increase levels of vertical wind shear and
decrease levels of Atlantic hurricane activity," Gray said in a statement,

FORECASTS CLOSELY WATCHED

The forecasts are closely watched by energy, commodities and insurance markets, particularly since the devastating 2005
season, when a series of hurricanes rolled through Gulf of Mexico otl and gas fields and Hurricane Katrina, the costliest in
U.,S. history, swamped New Orleans.

The Colorado State team predicted a 31 percent chance that a major hurricane would hit the U.S5. Gulf coast this year,
compared to 2 30 percent long-term average. For the U.S. East Coast, the probability was 32 percent, compared to 31
percent long-term.

The 2008 Atlantic season was one of the busiest on record, with 16 tropical storms, of which eight became hurricanes with
sustained winds of 74 mph (119 kph) or higher. Five were of Category 3 or higher.

The long-term average for the Atlantic hurricane season is about 10 tropical storms and six hurricanes. But experts said a
period of heightened Atlantic hurricane activity started around 1995 and was expected to fast 25 to 40 years.
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Wecekly Natural Gas Storage Report
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Energy Information Administration
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Weekly Natural Gas Storage Report
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Release Schegule

Sign Up fos Email Updates

. sed: Aprit 23, 2009 at 10:30 A.M, (eastern time) Jor the Week Ending April 17, 2009

Noxt Relsase: April 30, 2008

Working Gas in Underground Storage, Lower 48

other formats: Summary TXT CSY.

Stocks in billion cubic feet (Bcf) Historical Comparisons
East 668 651 17 596 12.1 651 2.6
West 294 288 6 180 63.3 212 38.7
Producing 779 756 23 506 54.0 556 40.1
Total 1,741 1,695 46 1,282 35.8 1,419 22.7

Nates.and Defipitions

Summary

Working gas in storage was 1,741 Bcf as of Friday, April 17, 2009, according to EJA estimates. This represents a net
increase of 46 Bcf from the previous week. Stocks were 459 Bcf higher than last year at this time and 322 Bcf above the
S-year average of 1,419 Bcf. In the East Region, stocks were 17 Bcf above the 5-year average following net injections of
17 Bcf. Stocks in the Producing Region were 223 Bcf above the 5-year average of 556 Bcf after a net injection of 23 Bcf.
Slocks in the West Region were 82 Bcf above the 5-year average after a net addition of 6 Bcf. At 1,741 Bcf, total working
gas is within the 5-year historical range.

Billion Cubic Feet

Working Gas in Underground Storage Compared with 5-Year Range
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For April CERA expects the price at Henry Hub to average $3.71 per million British thermal
units (MMBuu), rising to $4.17 in May and averaging 34.05 for the year (sce Table 1). For
AECO-NIT, CERA cxpects prices to average C$3.74 per gigajoule (GJ) ($3.17 per MMBiu)
in April, C$3.85 per GJ ($3.26 per MMBtu) in May, and C$3.73 per GJ ($3.21 per MMBtu)
for all of 2009.

NORTH AMERICAN SUPPLY: LOWER-48 RIG COUNT CONTINUES TO FALL

The gas-directed rig count for the United States fell to 760 for the week ending April 106, a
level only slightly below CERA’s estimated rig count needed 1o maintain a production level of
approximately 55 Bef per day. This illustrates that it will be difficult indeed to reduce production
through a reduction in drilling activity, since the more than 50 percent decline in the rig count
from its September peak will only maintain production at current levels. Further declines in rig
activity will be required to achieve actual reductions in gas production. The competitiveness
of the major gas shale plays is indicated by the increase in drilling activity in Pennsylvania
(Marcellus Shale), North Louisiana (IHaynesville Shale), and Arkansas (Fayetieville Shale) (see
Figure 2 and Table 2).

While the total rig count figures dovetail nicely with the overall market view of a rapid decline

in drilling, some data at the state level are a mixed bag. Statistics from the Railroad Commission
of Texas provide some examples of the variance in how the drilling slowdown is playing out
at the ground level. Total drilling for new wells in Texas is actually trending above its January
lows, even though it is still below its fall 2008 peak. This is consistent with CERA’s rig count
analysis at the state and regional levels,

Furthermore, the number of gas well completions, an indicator that usually lags one month behind
new well drilling, continues to rise. This suggests not only that recently drilled wells that have
lain fallow are now being completed and put onto production, but also that recompletions, which
increase the production of existing wells (usually at the lowest cost), are at their highest level

Table 1

Henry Hub Prices
{nominal US dollars per MMBtu)

2005 20068 2007 2008 2009 2010

January 6.17 8.76 6.33 7.93
February 6.09 762 8.06 8.46
March 6.91 6.88 7.10 9.34
April 719  7.09 7.57 10.11
May 6.47 623 7.64 11.24
June 7.7 6.26 7.40 12.61
July 7.57 6.05 6.21 11.32
August 9.29 7.24 6.30 8.30

September  12.11 4.95 598 7.70
QOctober 13.36  5.67 6.68 6.75
November 10.29 7.32 7.01 6.62
December 12.98 6.83 7.08 5.79

Year average 8.80 6.74 6.95 885

Sources: Cambridge Energy Research Associates; Platts Gas Daily historical data.
Excel tables are available in the North American Natural Gas Glient Services area at CERA.com.

© 2008, Cambridge Energy Resoarch Asscciales, Inc. No portion of this seport may be roproduced, reused, or otherwise distributed in any form without prior written consent.
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Friday, April 24, 2009

NYMEX cracks $3.50, settles at new 6'%-year low

After breaching a key support level, the May NYMEX gas futures contract shed 12.3 cents
Thursday to close at $3.409/MMBtu — the lowest prompf-month settlement since
September 11, 2002. Cash prices were weaker in every region except the Rockies, where a
spate of warm weather triggered cooling demand.

Traders said the futures contract responded to the Energy Information Administration’s report of
a 46-Bcf net injection for the week. “We finally broke,” a broker said of the contract’s break
of the $3,50 support level. “I say we're going to keep going down. There's no reason not

to b

The broker viewed the contract as weak from both a fundamental and a technical perspective —
“that’'s what makes the most powerful markets.” In addition to holding below $3.50, it settled
close to ifs low for the session, he noted.

In the spot market, a trader attributed the Rockies’ climb to higher heat-rated power-generation
units coming online as temperatures shot to the upper 70s across much of the region.

“The more efficient units come on first with a heat rate of about 8.5 to @, and then once loads
increase it's necessary to turn on the older, less efficient units with heat rates up to 11.5 that
require more gas,” the trader explained.

Colorado Interstate Gas gained the most, rising more than 20 cents to average in the mid-
$2.40s. Kern River Gas Transmission at the Opal, Wyoming, plant gained 10 cents and other
regional points moved up a few cents.

A trader said daytime temperatures in Vancouver are rising to seasonal levels but nighttime
readings remain a bit below average, buttressing heating demand. The Aitken Creek storage
facility's annual outage downstream of Westcoast Energy’s station 2 in British Columbia had
something to do with the more than 370,000 Gj trading at the point on the Intercontinental
Exchange, the trader said, as players scrambled to unload supply. “Station 2 ran up quickly to
near C$2.92 as buying there was heavy again.”

The point averaged in the upper C$2.80s for a gain of nearly 10 cents. That average put it
nearly 40 cents below AECO-NIT in Alberta, which lost nearly a nickel. South of the border,
Sumas, Washington, rose more than 5 cents. Prices in California and the Southwest fell as
much as 10 cents, but the Pacific Gas and Electric city-gate was the exception, rising a couple
of cents to average in the upper $3.20s. Southern California Gas’ city-gate premium to Kern
River Gas Transmission, delivered stayed at around 5 cents as the city-gate lost nearly a dime.

As Phoenix and interior California temperatures moderated from recent near-100-degree levels,

prices on El Paso Natural Gas' south mainline fell more than 5 cents. El Paso in the Permian
Basin fell about 5 cents, while El Paso in the San Juan Basin slid nearly 10 cents.
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In the Midcontinent, CenterPoint Energy Gas Transmission East fell almost 10 cents amid
plentiful selling on Intercontinental Exchange, while CenterPoint South prices fell about as much
on ICE. “People used to jump on gas on South pool, now they let things ride and see how it
pans out rather than make a rash judgment,” a trader said.

The Carthage Hub fell about 10 cents, while Natural Gas Pipeline Co. of America's Texok zone
dropped less than 5 cents as volumes there increased to nearly 1 Bcef from 755,000 Mcf on

Wednesday.

Prices fell slightly throughout the Upper Midwest despite temperatures forecast to reach as high
as 15 degrees above average through the weekend. The Chicago city-gates lost almost a

nickel.

Cash stabilized at the Michigan city-gates after diverging sharply Wednesday. ANR Pipeline
finished maintenance at its Defiance compressor station and ended related delivery constraints,
increasing Michigan’s premium to the Chicago city-gates to almost 55 cents. Consumers Energy
lost around a cent while Michigan Consolidated Gas ticked down a few cents. Prices in the

Upper Midwest production area fell almost 10 cents.

In the Northeast, Transcontinental Gas Pipe Line zone 6 non-New York fell more than 10 cents,
Transco zone 6-New York shed nearly 15 cents and Texas Eastern Transmission zone M-3

prices lost almost a nickel.

In New England, Algonquin Gas Transmission prices came off nearly & cents, while Tennessee
Gas Pipeline zone 6 lost more than a nickel.

In Appalachia, Columbia Gas Transmission lost almost 15 cents and Dominion Transmission
shed nearly 10 cents.

Along the Gulf Coast, prices generally traded within a couple of cents of Wednesday's levels,
with most points showing declines as demand remained soft. Tennessee’s 500 Leg and
Southern Natural Gas in Louisiana shed around § cenis apiece, however.

Florida Gas Transmission zone 3 prices traded flat as volumes on ICE ballooned to 93,400 Mcf
from 20,600 Mcf on Wednesday. in Texas, Houston Ship Channel prices gave back a few cents,
while the Katy Hub gained a penny. — Market Staff Reports

21



Case No. 2008-175
Attachment A
Page 19 of 306

Gas Dalily

Tuesday, March 24, 2009

Gas to fall below $3/Mcf on oversupply: Adkins

A long-time natural gas bull reiterated his bearish prediction Monday that gas
prices are headed for a train wreck this summer, plunging below $3/Mcf and forcing
producers to shut in production to rebalance the market.

“At the expense of sounding like a broken record, we continue to see further
downside in natural gas prices heading into the seemingly certain scenario of production
shut-ins this summer,” Raymond James energy analyst Marshall Adkins said.

“We believe that not only are we headed to sub-$3/Mcf gas prices, but that consensus
earnings estimates and rig count forecasts have further room to fall,” he warned.

Adkins said that despite hefty drilling cuts by producers and a sharp drop in the rig
count, production companies are still calling for a 5% increase in gas production year-

over-year.,
Shale plays are behind the growth, Adkins said, with Barnett Shale wells averaqging

five times the production of conventional wells, and new Haynesville Shale
wells producing three times the volumes of the Barnett's wells.

“Much of the supply growth seen in the past two quarters (8% excluding hurricanes
in the third quarter and fourth quarter of 2008) was based off a gas rig

count that had been essentially flat year-over-year," Adkins said. “This is a perfect
example of higher productivity stemming from these resource plays.”

Adkins thinks the burgeoning shale production will mute the impact of rig cuts and
extend the oversupplied condition longer than the market expects, perhaps into 2010.

Because of shale plays, another influential team of energy analysts sees demand
replacing supply as the driver for North American natural gas prices for the next
decade.

The technology revolution has unlocked shale and tight sands gas that has essentially
made the continent self-supporting for gas supply, Cambridge Energy Research
Associates said in a report released Monday.

“North American gas production is no longer opportunity constrained,” CERA Senior

Director and study co-author Robert Ineson said. “Resource-bearing shales and tight

sands are extensive, and North America now has sufficient inventory of drillable
prospects to maintain, or, if necessary, increase productive capacity for at least the next
10 years — even after the current recession becomes a memory.”

Py



Case No. 2008-175
Attachment A
Page 20 of 306

The authors of CERA's study, "Rising to the Challenge: A Study of North American
Natural Gas Supply to 2018," noted that from a low of 49.8 Bef/d in 2007, producers
added nearly 7 Bef/d — 14% of new production — to reach 56.7 Befld by July 2008.

For the next 10 years, they posit, gas production will be limited by demand,
which is falling sharply in the current global recession, the authors said. “The
market is struggling to absorb existing production — as reflected in the current
price trend — rendering new drilling in higher cost areas uneconomic.”

Even as prices rebound, they contend, profit margins won't increase greatly, because drilling
costs will increase. “Full cycle unit costs are expected to increase from a weighted average
of $4.63/Mcf in 2009 to $7.54/Mcf in 2018,” they said.

CERA said the implications of their study extend beyond North America, as supply growth
there shrinks the need for liquefied natural gas, throwing that LNG back into the global
market, “triggering changes in projected LNG flows and potentially affecting prices and the
viability of projects worldwide.”

CERA said it will still be profitable to sell LNG into the North American market,
but that gas will compete with gas coming from conventional vertical wells,
rather than shale gas coming from horizontal wells. — Bill Holland

23



Case No. 2008-175
Attachment A
Page 21 0f306

Gas Daily

Friday, April 3, 2009

Oppenheimer: US gas prices at bottom, but recovery will be
long

US gas prices have probably reached their [ows, Oppenheimer energy analyst

Fadel Gheit said Thursday, but they will probably remain soft for a while longer due
to a continued oversupply.

“We believe energy prices have bottomed and are likely to rise, but the pace and

the magnitude will depend on the level of economic activity,” Gheit said. "We expect

oil prices to trade between $45/barrel and $65/barrel and gas prices to trade
hetween $4/Mcf and $6/Mcf. Prices significantly outside these ranges are, in our view,

not sustainable and would more likely be due to excessive speculation than to market
fundamentals.”

Weak industrial demand coupled with stronq domestic production growth from shale
plays will continue to keep a lid on gas prices, Gheit predicted, with liguefied natural
gas imports adding a wild card {o the equation.

“Barring a surge in demand or a drop in supply, gas prices could remain low longer than
originally expected, especially if LNG imports from newly completed facilities are dumped
in the US market, which has the world's only sizable gas storage capacity.”

Weak gas prices will drag earnings in the exploration and production sector down,
Gheit said, noting that while prices have dropped 40% in the quarter, service costs have
only declined 10%, putting pressure on profit margins.

Lightly hedged producers will be hammered, as will those companies with high costs, he
predicted.

“Barring a surge in oit and gas prices this year, we expect many high-cost producers to report
losses for the year and many may be forced {o sell assets or seek mergers.” -— Bill Holland
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Gas Daily

Wednesday, April 8, 2009

LNG supply glut called a temporary phenomenon

Global economic strife continues to batter gas demand and will almost certainly lead to
an oversupply of liquefied natural gas this year, and possibly for the next few years,
analysts with Bank of America- Merrill Lynch Research said Tuesday. But they maintained that
the long term outlook for LNG producers remains bullish.

Echoing opinions of several other industry observers in recent weeks, the analysts said
lower Asian demand for LNG is already pushing several cargoes to Europe. Once
Europe’s relatively limited storage capacity is full, cargoes will then make their way to

the US.

In addition, the analysts see about 7.3 Bef/d of new LNG export capacity coming online between
now and the end of next year. As for actual volumes reaching the market, they predicted about
2.4 Bcf/d this year followed by 5.7 Bef/d in 2010.

Development of LNG shipping capacity — previously feared to cause bottlenecks in getting LNG
to markets — has more than kept pace with production capacity, the analysts noted, and should
lead to “relatively cheap LNG transport costs going forward.”

Bottlenecks are far more likely to emerge in the European market, where storage capacity in
Central and Eastern Europe is relatively far removed from the regasification facilities in Spain,
France, Belgium and the UK, the report noted.

Those dynamics have caused LNG prices to plummet since last summer, when spot cargoes hit
record highs of around $25/MMBtu. Currently, spot cargoes in Asia are trading between
$3.80/MNBtu and $5/MMBtu, compared with an average price of $4.60/MNMBtu at the UK’s
national balancing point and $4/MMBtu at the Henry Hub for March.

Despite those sharp drops, “a shut-in of LNG liquefaction capacity looks unlikely,” the analysts
maintained. “Instead, we see the need to further reduce high-cost natural gas production in
consuming regions.”

The analysts estimated that NYMEX gas futures prices would have to drop to $2.50/MMBtu or
below before widespread LNG liquefaction shut-ins would occur, since variable LNG production
costs only range between 50 cents/MMBtu and $2/MMBtu "despite the billions of dollars
required in upfront investment.”

Ultimately, any LNG supply glut is not likely to last more than a few years, the report
said. A lack of investment will probably lead to a slowdown in LNG supply expansions as early
as 2012, while new regasification facilities are being built all around the world. As such, "any
available LNG will surely be in high demand on a 10-year view.” — Melanie Tatum

-~
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Gas Daily

Monday, April 20, 2009

Analyst sees LNG swamping market, deflating prices

A flood of liquefied natural gas imports this year will lead to dramatic shut-ins of domestic
production in the short term and send prices as low as $2/MNIBtu, a Credit Suisse analyst said last

week.

Teri Viswanath, the bank’s commodities research director, cut Credit Suisse's 2009 gas price forecast
to an average of $4/MMBtu from $7.67/MMBtu and 2010's average to $5.14/MMBtu from
$7.50/MMBtu, largely on the belief that the spike in LNG imports will swamp the domestic market.

By 2011, however, Viswanath predicted a sharp price correction as LNG carqoes are drawn away
from the US to higher-priced markets and domestic production proves insufficient to meet

demand.

The Energy Information Administration eartier this week estimated total US gas demand this year will be
2.27 Bef/d below last year, in large part because of lost industrial demand. “if these losses continue
unchecked, the level of demand contraction this year could rival the massive build-up in domestic
supplies last year,” Viswanath said.

"These titanic movements in supply and demand, over such a short period of time, have fueled the most
volatile price environment for natural gas in the last 30 years and have harmed not only end-consumers,
but also their suppliers,” she added.

Credit Suisse is predicting about 2.05 Befld of LNG imports this year, up from the 0.82 Bef/d in 2008.
Volumes will hit a peak of 2.75 Bcf/d this August, according to the bank’s estimates.

The report also said price-induced production shut-ins will cut domestic output this year to about 51.65
Bef/d from the current estimate of 57.95 Bef/d at the same time that LNG imports increase as global
liguefaction capacity soars.

Viswanath said between now and the end of 2010, global liquefaction capacity will rise from 25.9 Bef/d to
37.8 Bcef/d, with the bulk of that coming from Qatar, which already is the fargest global exporter of LNG.

“There is a real possibility that the industry will witness supplier dislocation before the end of this cycle,”
she wrote. “This lethal combination of plummeting demand, lower prices and over-extended credit will
likely prove to be too much for quite a number of US natural gas producers that were unable to lock in
prices last year in order o better weather the current environment.”

But by 2011, LNG cargoes are expected to swing to higher netback markets, Viswanath said.

“It is our contention that once the global markets return to equilibrium, the spot LNG carqoes will
be attracted to greener pastures. The inability of the US to replace lost LNG imports with domestic
production in a timely manner should lead to another period of tightness and higher prices for
consumers.” — Samantha Santa Maria
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Gas Daily

Monday, April 20, 2009

Chemical reaction? Gas demand slowly returning

While the soft economy continues to deflate industrial gas consumption, there are
growing signs that demand is starting to stabilize notably among chemical companies
and some analysts expect it to support gas prices as early as mid-summer.

“There is some recovery in the chemical sector. It makes sense to buy gas here. It's a healthy
sign,” Jefferies & Company analyst Subash Chandra said {ast week. {n addition, "there are other
healthy signs. Refineries are ... holding up. These are decent signs that we are stepping

back from the precipice.”

Chemical manufacturers account for as much as 36% of gqas demand within the industrial
sector. Most of the petrochemical production is located along the Texas and Louisiana Gulf
coasts between Houston and Baton Rouge, and demand swings can have a direct impact on
Houston Ship Channel and Henry Hub gas prices.

For instance, in February Ship Channel prices were hit by significant industrial demand
destruction as refineries went down for maintenance and chemical plants went offline or slowed
production in response to adverse economic conditions, according to market sources.

Since then, however, five ethylene crackers reportedly restarted and weekly numbers for rail
freight load numbers — 21% of chemicals are transported by railcar, according to one analyst
— show intermittent flurries of demand.

It is unclear how much of the returning demand from chemicals will lean on gas supplies, but
Ship Channel basis has shown signs of strength as well. Prompt month basis there as of
midweek was at minus 16.5 cents/MMBtu, up sharply from minus 45.25 cents/MMBtu on

January 2.

Analysts believe January and February may have marked the bottom for the chemical
sector, according to Chandra. And as that sector stabilizes, analysts expect it to continue
favoring gas for its feedstocks given favorable pricing compared with crude oil through

at least 2010.

With the combination of returning chemical demand and sharply falling rig counts,
Gelber & Associates analyst Kent Bayazitoglu said gas prices could begin to recover as
early as mid-summer.

But there is a caveat. While some chemical plants are restarting, others are going offline. “We
are noticing plants are taking advantage [of the economic downturn] to do extra maintenance,”
Bayazitoglu said. “When margins are so low, it makes it less costly to do maintenance”

Moreover, the chemical demand uptick is largely due to an effort to restock inventories that
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were depleted during the shutdowns that began last fall and extended into early 2009, analysts
said.

From January to February, ethane inventories fell 637,000 barrels, compared with 1,000 barrels
from December to January, according to American Petroleum Institute data. At the same time,
the price has climbed to 37 cents/gallon for the April spot month, compared to 35.5 cents/gallon
in the first quarter, according to Plaits assessments.

“If you send everyone home for Christmas and no one comes back to work in January, you're
going to sell out inventory quickly,” Chandra said, adding that the “original increase is already
eight weeks behind us.”

While low gas prices are “helping better than high gas prices, competition for the chemical
sector is pretty severe, too,” Chandra said, referring to new plants coming online in the Middle
East. He also sees “significant headwinds” from a strengthening dollar to dampen exports and a
flailing gross domestic product.

Rail freight traffic, while showing increases some weeks, has been volatile, indicating that any
upticks are more for immediate needs than for sustained demand, according to sources.

“There are more spot orders that are making it through into the system. But as people lack
visibility with the economy, they're not ordering ahead. They're ordering only what they need,” a
New York-based analyst said.

Ultimately, most analysts agree that a true recovery, at least from the chemical sector, is
expressly dependent on overall economic recovery and positive GDP rates. “It could be
as early as October,” Chandra said. “But it's just a quessing game.” — Sheetal Nasta,
Angie Joe, Kathleen Williams, Kevin Allen
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Short-Term Energy and Summer Fuels
Outlook

April 14, 2009 Release
(Next Update: May 12, 2008)

Natural Gas

Consumption._Total natural gas consumption is projected fo decline by 1.8 percent in 2009 and remain
relatively unchanged in 2010. EIA expects the current decline in economic activity will have a significant
impact on natural gas consumption in the industrial sector, which is forecast to fall by 7.4 percent this vear.
in the residential and commercial sectors, where consumption is influenced more by weather than by macroeconomic
conditions, natural gas use is expecled to increase slightly in 2009. The expected 0.7-percent increase in natural gas
consumption in the electric power sector this year is supported by a projection of lower natural gas prices for power
generation relative to coal, particularly in the Southeast. The outlook for natural gas consumption in 2010 remains
subject to uncertainty about the status of future economic conditions. If the economy begins to recover later this
year as currently expected and weather remains near normal, small consumption growth in the industrial and
electric power sectors should be offset by small declines in the residential and commercial sectors.

Production and Imports. Total U.S. marketed natural gqas production is expected to decline by 0.3 percentin
2009 and by 1.0 percent in 2010. Total working natural gas rigs in the United States have declined from
slightly more than 1,600 in fate August 2008 fo slightly below 800 as of April 9, according to Baker Hughes.
The precipitous drop in drilling activity and declining productivity of wells already in place are expected to
cause production to steadily decline as the year progresses. The resultant impact of lower production in the
lower-48 non-Gulf of Mexico (GOM) during the second half of 2009 is expected to more than offset higher year-over-
year production during the first half of the year. Additional supply curlailments may be necessary as natural gas
storage levels approach capacity later this summer. Marketed production from the Federal GOM is expected to
increase by 1.9 percent in 2009 because of continued recovery from the 2008 hurricane season and new supplies
associated with the startup of offshore oil production faciliies. Despite expectations of higher prices and the recovery
of drilling programs nexl year, total production in 2010 is expected to be lower in both the lower-48 non-GOM and
Federal GOM regions.

Projected U.S. liquefied natural gas {LNG) imports are expected to increase to about 480 billion cubic feet
{Bcf) in 2009, from 352 Bef in 2008, because of lower global economic activity and the start up of new

liquefaction capacity in the Middle East and other parts of the world. Depressed LNG demand in Asia and
Europe should tend to increase the amount of LNG available to the United States. However, the LNG
projection is subject to considerable uncertainty. Initial production from new liquefaction capacity has been
slowed ar delayed for extended periods, and U.S. natural gas demand is also projected to be lower in 2009. As a2
result, expanded LNG flows inlo the United States likely would depend on there being less domestic natural gas
production of imports from Canada than forecast. In the current Outflook, U.S. pipeline imports are expected to
decline by about 11 percent in 2009.

Global Crude Oil and Liquid Fuels

The price of West Texas Intermediate (WTI) crude oil averaged $100 per barrel in 2008. The global economic
siowdown is projected to reduce the average price to $53 per barrel this year. Assuming an economic
recovery next year, WTI prices are expected to average $63 in 20190.

3.2
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Gas Commercial Operations
Hedging Program
Market Indicators Summary

May 22, 2009
prosane] T e
Weather
NOAA predicting above average temperatures for Dec. 2009--Feb. 2010
for Mid-Continent and Southern portion of United States. Equal chance
Long Term Forecast (Dec 09--Feb 10) l Long of above, below or normal in Northeast and portions of Central States 12
and portions of Western US.
X June predicted to be 3.6% warmer than 10 year normal and July is
Mid Term Forecast (30-60 days) — | Long |sredicted to be 2.9% cooler than 10 year normal 13
Shont Term Forecast (6-10 days) <« | Short Abov.e and Mucf*: Aboye over W?sl during the period. Abgve over Mid- 14
Continent early in period becoming Below to normal later in the period
. o AccuWeather's 2009 hurricane forecast calis for 10 named Atlantic
Tropical Storm Activity ‘ Long Basin storms--2 storms to hit U.S. coastline. 15
Storage Inventory
Storage injections for the week ending May 15th were 103 BGF. Storage
EiA Weekly Storage Report l Long {levels are at 2. 116 TCF which is 32.1% higher than last year and 22.4% 16
higher than the 5 year average.
industry Publications
Cambridge Energy Research Associales CERA projects the Henry Hub price to average er MMB({u for
Summer 2009 J, Long |2009. Economic outlook continues to deferiorate. Natural gas demand
Winter 2009/10) continues to fall faster than supply.
Overall gas production is still up 4% from last year even with productions
Gas Daily 4 Long |shut-ins to date as innovations in drilling technology and expansions in 17
unconventional plays have ameliorated expected production drop-offs.
The Marcellus Shale is starting to look as prolific as the Bamel! Shale
Gas Daily ,‘ Long jwhile having the advantage of being much closer to premium Northeast | 18-19
markets.
For every Mcf of gas produced from conventional basins around the
Gas Daily l Long |world, nine times thal amount of recoverable unconventional gas exists in{ 20
the same basin,
The recent rally may have overshot and that gas prices are likely to see
Gas Daily l Long |some downside in the near term, given continued industrial production 24.22
declines.
Government Agencies
Energy Information Administration Saying demand won't rebound until lale this year, EIA trimmed its 2009
Winter 2009/10: $4.750 ¢ tong |Henry Hub spot price projection by 4.2%, down 55% from the 2008 23
Summer 2009 $3.550 average.
Technical Analysis
Winter 2009-10 Strip Chart <« | Short {Closed at $5 .85 24
Summer 2010 Strip Chart < | Short |Closed at $6.17 25
Economy
ElA: Natural gas consumption is projected to decline by 1.9% in 2009
Demand l Long |and then increase slightly in 2010. 26-27
ElA: Total U.S. marketed natural gas production is expected to decline by
Supply l Long {1.0% in 2009 and fall by 2.8% in 2010. Tolal working natural gas rigs 26-27
have declined by 54% since last August. .
Ol Market ¢ Long WTi crude oil prices, which averaged $99.57 per barrel in 2008, are 26-27

projected to average $52 per barref in 2009 and $58 per barrel in 2010,

proposed.

Moeting Minutes: 10th Floor North Conference Room - 1:00 pm
Altendees: Jeff Kern, Jim Henning (by telephone), Mike Brumback, Joachim Fischesser

Discussed current market conditions including weather forecasts, storage levels and various analysts projections as well as ElA's forecasts for
natural gas and oil markets. Based on the discussion, as well as the current position of the Hedging Program, no additional hedging Is




9% |BUOSEAg
oBesoig » pabpan 9
{suonoaiuy oul) 1210}

18

femeIpyip abeiols

: {m1e0 AND) pabpanH
el 2120 X110 @ abei0lS Uiim pabpay jwy

Aiddng waysAg jo 9, leucsess
Ajddng waishg jo 9,
{ss019) Liddng waisAg pajewns3y

Buwng
JBIUIM
1509 pabpoy pappaquy

{wip) pabpoy 2101
(Aepyyip) pabpan (e1o}

JBYOD
UIDBIBAY }S0D

0N POXIS
¢ soug paxiy
: adld paxid

N aoug pax
o 3011 paxid
JBIOD
3014 Paxig
801 paXi
SoUd pexld

I Pax
{Aepjyip} pabpsH junowy

(o) SiEMeIPUIIA [BI0
(JOW) .SiBMBIPUIA
o) siemespulipg §S4 001

{Jow) siuawainbay |B101

(Jow) suonasiul §S4 001

Uow) Isedaiog peot sjed) A
§S€58104 pEd

60190 80-dag 60-6ny 80-inr 60-unf 60-AeN 60-4dv 60-1en 80-q24 80-uer 80-93Q 80-AON

60/12/50 40 SV
6007 4290330 - 800T I3GISACN
UOIHSOd Jualny - welboig BuiBpay
Aanuay ABisug exng

90¢ jo 1¢ ¥Beg
YV judwypeny
C/ 1=-Q0N7 "ONi 388N



9% |eUOSEas
abei01g 3 pabpaH %
(suonoalu) pur) |B10 ],

JER
iemeIpuIAA 96RI0IS

{m1eg D) pabpay
10 Ao @ 65eioi§ ylim pabpeH Wy

Ajddng waisAS 40 9, jrUOSEBS
Aiddng weysAg j0 %
(55019 Alddng wWeisAS pajewns3

puwng
IBIUIA
ysop pabpaH peppaquiz

{yip) pabpaH B10L
{Aepjuip) pabpar eloL
30Ud paxig

Bi-llere]
U4 pexid
U paxig
80U paxij
{AEp/UIp) PODPGH JUNOWY

o) Sjemelpuias 1e1o
(JOW) .SiBMEIPLIIM,
(19) sieMBIPUIM

(JOW) swswalnbay (810

{1ow) suonoslul $84 001

(;oW) 1sEORI04 peoY 81eD AlD
iSeoaiog peo

01-120 0l-dsg 0i-Bny OL-Ing oi-unp oi-Aew Ol-idy OL-BN 01-asd Ol-uep 60-02Q 60-AON

60/1L2/50 40 SY
0102 420030C - 6002 43qQUIBAON
uonISOd Jualng - wetbosd Buibpay
Aomuay ABiaus exng

90€J0 7§ 98ed S
YV juswyoeny AN

C/ 1=-0nA7 0N ASEDY

~3



o, |BUOSESS
abesolg B pabpsH %
{suonoaluy oui) 1210},
AERTLITY
femelplipn abeiols
(a1 Ai0) pabpan
3585 KI5 @ 0BLI0)S UM PODpeH jwv

Ajddng waisAg jo 9, |euosess
Aiddng weisAs 0 %,
(ssoio) Alddng wasAS pajewnssy

Bwwng
IBIUIM
3503 pebpay peppaqu3

(4yip) pabpaid feloL
(Aepyip) pabpaiy je1oL

selieD
50Ud paxid

[XEp/Ip) PabpaH Junowy

(IoIN) SiEMEIPUIAA [BI0),
(JoW) ,SIEMBIDLIA,, JBUIC
(JOW) SiemeIpYIM SS4 ODL

(JoW) siuawaiNbay [ejoL

UoW) suonoaluf $S4 COL

(Jow} 15803104 pRoT 9D AID
jseda104 pEOoT

L1-P0 {1888 1i-Boy Li-ing bi-ung Li-Aen Ll-idy Li-le i1-g34 Li-uer 01-93Q OL-AON

60/12/50 30 SV
1102 199030C - 0102 48QUIAON
UoNISOg Jusuny - Weibold Guibpey
Ayomusy ABlau3g ayng

90£ J0 €€ 95ed T N
Vv juuwiyoeny
C/ 1-R0N7 "ONl 358N



o, jruosess
3621015 3 pabpor %
(suonoafuj ‘oul) {8304
1peN
jemeipui obeloig
{steD AuD) pabpay
3185 KI5 @ 8beJol§ UliM pabpsy Juiy

Ajddng weisAs jo 9 jruosess
Ajddng welsAg jo %,
(s50.0) AIddng WaISAS palewnsy

Jawwing
NS
1505 peBpay peppeguiy

(uip) pabpay 1e10L
(Aepyuip) pabpan (ejoL
ast
agL

agl
{XepJqip} pabpay unowy

(IoW) SiEMmeIpUIAA 18101
(IOW) SIEMBIPUIM,, JBUIC
(1oW) siemeIpyip §S4 COL

(o) syuawannbay [Blo
(1oW) suonoalu) SS4 0L
(o) 1se0auog peot ales AID

. . 15858165 peo
217120 Zi-dsg z1-Bny ZL-nr Z1-qag Zi-uer 14-08Q Li-AON

Zi-unp Zi-Rep Zi-dy Zi-1e

60/12/50 30 sV
T107 4940130 ~ LL0T J8qUUIaAON
uo§Sod jusung - wesbosy Buibpay
Axomuay ABisuzg s¥ng

'90¢ Jo p¢ d8ed
Vv juswyoeny
C/ 1=QAN7 "ON ASEMD

)

e



——

Case No. 2008-175
Attachment A
Page 35 of 3981/2009

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dih/day

Apr-09
May-08
Jun-09

Jul-09

Aug-09
Sep-09
Oct-09
Summer 2009

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

Exciuding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Summer 2010 R
Target Levels By March 31, 2010

Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Winter 10/11

Target Levels By October 31, 2009 _

Apr-11
May-11
Jun-1t

Jul-11

Aug-11
Sep-11

Oct-11
Summer 2011
Targel Levels By March 31 2010

Nov-11
Dec-11
Jan-12
Feb-12
Mar-12 _
Winter 11/12°
Target Levels By QOctober 31 2009

/0
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICESPage 36 of 306
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

Hedged Prices

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

(04/05-08/09) | (2008-2009) 23-Apr-09 | 12-May-09{ 20-May-09

$7.65 $11.92 $3.430 $3.970

$7.81 $13.11 $3.480 $4.098

$7.21 $9.22 $3.530 $4.222

$7.31 $8.39 $3.680 $4.318

$7.55 $7.47 $3.830 $4.463

$8.47 $6.47 $4.270 $5.105

$8.31 $6.89 $4.470 $5.795

$7.36 $7.17 $4.920 $6.112

Feb $6.82 $8.00 $5.020 $6.152

Mar $6.79 $8.93 $5.070 $6.102

Apr $7.06 $9.58 $5.020 |  $5.927

May $7.21 $11.28 $4.910 $5.972

12 Month Avg ~ $7.46 $9.03 $4.303 $5.186

Summer Average $3.386 $4.025

Winter Average $4.900 $6.018
$15.00
$13.00
$11.00
$9.00
$7.00
$5 00
$3.00

June July Aug Sept Oct Nov Dec Jan Feb Mar Apr

//

Ohio Kentucky




Case No. 2008-1F%agc 1 of ]
Attachment A

© - "o ¢
- %& ﬁ‘}wﬁmge 37 of 306

Ry
2
'\W.ﬁf
A o %«.a'v
Xt 42k L
THREE-MONTH OUTLOOK L 4 3
TEMPERATURE PROBABILITY 3 Eggngggsrggug} nor
CHCID DAF 5609 AHEAKS peOvE T c
MABE 21 MAY 2009 \ r’”B,"Eﬁ"S BELOW
e 4
@
/2

http://www.cpc.ncep.noaa.gov/products/predictions/long_range/lead07/0ff07_temp.gif 5/21/2009



oIMDA.

EarthSat Weather
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EarthSat’s 30-60 DdyOwtlook

Wednesday, May 20, 2009
Forecaster: SS/BH/TH

N

Updated: %

5
st
X

May 20, 2009

{

y 1

May 20, 2009°]

Above (+2) B Above (+1) 0= —

Below (-3)

— 0 [ Below ( Below (-2)

o P_revious
ity Slight warm tweaks in the West

Stilt slightly coolin the Midwest

The June forecast was mostly unchanged this week, with
just a few minor warm tweaks to some cities in the West
including Portland, Salt Lake City, Phoenix, and Denver. The
map in the bottom right corner is our CropCast 15-30 Day
precipitation forecast, which ranges from June 2-17. The
forecast shows above normal precipi- g
tation across the Southwest and into
the Great Basin. This could have a
limiting effect on temperatures across
the West. On the contrary, continued
dryness in TX could lead to some
enhancement of the heat,

Forecast remains unchanged

Still warm across the Rockies/
Plains

pected across the Rockies and Plains and cooler conditions
anticipated for the East. The map in the bottom right corner is
the July 2-meter (surface) temperature anomaly forecast from
the ECMWF model {the colored contours are at 0.5F inter-
vals). The phase is shifted a bit :
with the warmest anomalies further
west across the Pacific Northwest,
and the coolest anomalies further
west across the western Midwest
though the overall idea of a warm
West and cool East holds.

SR 3,
REIN ;i

*10Y Normal updated to 99-08
10Y Normal * 228.7:
30Y Normal ; 217.4;
Jun-2008  © 263.1]

June PWCDD* Forecasts

237.0

Change: +0.5

Jun 2009 Fest:

Nalional Poputation-Weighted CODs

*10Y Normal updated to 99-08
10Y Normal* 336.2]
30Y Normal | 327.7!
Jul-2008  ; 340.0}

July PWCDD* Forecasts

326.5

Change: 0.0

Jul 2009 Fcst:

National Population-Weighted CDDs

Maps above depict deviations of average temperatures from 30 Y normal in Fahrenheit.

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel {240) 833 8300 Fax (240) 833 8301
www.mdafederal. com/wx/  ©2009 {30-60 Day-Outlook, Version 2.1]
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STMPDA FarthSat’s 6-10 Day Forecdst-Detdiled

Thursday, May 21, 2009

EarthSat Weather
Forecaster: BH/AC

Today's Forecast:
East Turns Cooler Late

Warmth Strongest tn Interior Northwest
Temperatures across the Midwest and East early in the period
will hold a brief stint of widespread above normals, which could
turn out to be a little stronger than projected. Otherwise, a
cooling trend across both regions takes place by the mid-
period where seasonal to belows start to filter into these re-
gions. The main focus of the warmth is now over the Interior
Northwest and Northern California, and may even take on
warmer readings still. A warming trend is anficipated to reach
the Northern Plains and western Midwest during the second
half of the period. This warmth could contain more widespread
above normal conditions during this time.

Previous
%

7

B strong Above ....... +15 or UP Normal Strong Below ..........-15 or Lower B
B Much Above .........+8F to +14F $2F seemnrvisvanesns IF Much Below ..............-8F to -14F Il

AbOVe oo, +3F to +7F BeloW vvvvervieeniiienes veerm3F to <7F 12

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel {240) 833 8300 Fax (240) 833 8301
www.mdafederal.com/wx/ ©2009 |Morning Basic-Page 3, Version 2.0]
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Gas Daily

Monday, May 18, 2009

Forecaster warns Gulf rig operators to be on lookout for sudden storms

Operators of gas and oil rigs in the GUlf of Mexico should be more concerned about fast-
developing storms that pop up in the Guif's open waters than about larger, more powerful
tropical storms and hurricanes that develop over the Atlantic Ocean and give plenty of warning,
a private weather forecaster said Thursday in Houston.

Joe Bastardi, a meteorologist with AccuWeather, presented his firm's forecast for the 2009
hurricane season, which calls for 10 named Atlantic Basin storms this year. Bastardi
forecast that two storms will hit the US coastline with hurricane-force winds and that,
unlike in the past several years, most of that activity will be concentrated on the East
Coast rather than the Gulf Coast,

However, he told Platts that Gulf producers face a specific short-term threat unrelated to the
mega-storms that make landfall.

“The problem is not the Katrinas and Ritas, or even the lkes. The problem storms are going to
be the Jerrys, like 1989, where people died trying to evacuate a rig. A front came into the Gulf in
October and was fed back and developed into a storm,” he said.

“Those are the kind of things I'm more concerned with, and a lot of times you won't see those
show up on a tropical bulletin.”

Gulf rig operators this year should be more concerned “about things that are not tropical in
nature and that may fly under the radar until someone in an official capacity actually believes

they're tropical,” he said.

“| think the meat of the season is more concentrated further north and east. | think what's going
to be interesting in relation to the US coast this year, the western Guif included, is going to be
what you may not see coming until it's already there.”

He cited as an example Tropical Storm Edouard, which hit the Central Gulf producing area last
August, forcing producers to curtail 555,000 Mcf/d, or roughly 7% of the Gulf's gas output.

“A lot of folks didn't see that coming and yet the system just seemed to appear,” Bastardi said. "I

think the biggest challenge that's left for hurricane forecasters, as far as something that could
surprise people, are things that develop in the backyard.” — Jim Magill

/5



Weelkly Natural Gas Storage Report

1~ Energy Information Administration
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Home > Nptural Gas » Weekly Natural Gas Storage Report

Gificiat Energy Stavstics femthe U.S Governnenl

Weekly Natural Gas Storage Report
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Release Schedyle
Sign Un for Email Updates

sed: May 21, 2009 41 10:30 A-M {aastern time) for the Week Ending May 15, 2009
Relgase: May 28, 2008

Working Gas in Underground Storage, Lower 48

other formats: Summany. IXT €SV

Stocks in biftion cubic feet (Bcf) Historical Comparisons
Region 05/15/09 05/08/09 Change Year Ago (05/15/08) S-Year {(2004-2008) Average
Stocks (8cf) % Change Stocks {Bcf) % Change
East 892 827 65 789 131 837 6.5
West 345 332 13 220 56.8 252 36.9
Producing 879 854 25 592 48.5 640 37.3
Total 2,116 2,013 103 1,602 32.1 1,729 22.4

Notes and Definitions

Summary

Working gas in storage was 2,116 Bcf as of Friday, May 15, 2009, according to EIA estimates. This represents a net

increase of 103 Bcf from the previous week. Stocks were 514 Bcf higher than last yeer at this time and 387 Bcf above the
5-year average of 1,729 Bcf. In the East Regien, stocks were 55 Bcf above the 5-year average following net injections of

65 Bcf. Stocks In the Producing Reglon were 239 Bcf above the S-year average of 640 Bcf after a net injection of 25 Bcf.

Stocks in the West Region were 93 Bcf above the 5-year average after a net addition of 13 Bef. At 2,116 Bcf, total working

gas Is within the 5-year historical range,

Blllion Cubic Feet

Working Gas in Underground Storage Compared with 5-Year Range

3,600
3,200
2,800 A
2.400 1
2,000 4/
1,600
1,200
800
400
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Jan-08 4
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Jul-08 4

Jan-09 4

QOct-08 4

Apr-08 4
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2800
2400
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Note: The shaded area Indicates the range between the historical minimum and maximum values for the
weekly series from 2004 through 2008.
Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines Indicate

current and year-ago weekly perlods.

http://www.eia.doe.gov/oil_gas/natural_gas/ngs/ngs.html

History {XLS)

5-Year Averages, Maximum,
Miniroum, and Year-Ago Stocks

(XLS)
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Gas Dalily

Thursday, May 21, 2009

Expect more shut-ins by year’s end, producers say

Despite rig counts that have fallen 55% since October, more cuts in gas production are
needed this year to bring the market into balance, producers and analysts said Wednesday
at Intelligence Press' GasMart in Chicago.

Overall gas production is still up 4% from last year even with production shut-ins to date
as innovations in drilling technology and expansions in unconventional plays have
ameliorated expected production drop-offs, Bentek Energy President Porter Bennett
said, adding that “many producers are drilling many more wells with fewer rigs.”

“The punch line is the supply is building, prices are going to remain low and you can
expect to see more production shut-ins,” Bennett added. “We're going to have to see
more because that's the only way to balance this, We're going to have to shut down more

production.”

ConocoPhillips Senior Vice President Will Hussey agreed, saying the market is “oversupplied
and we're just ramming it into storage. ... Conventional gas is getting replaced by
unconventional, by shale plays. That's not anything new, but now you're hearing it in a way that
says it's here, it's happening.”

Nexen Marketing Managing Director of Eastern Marketing David Slater concurred, saying
“unconventional resources are producing more than expected ... Almost all of the Rocky
Mountains are showing growth, East Texas as well. A whole lot of wells were drilled that
couldn’t get out until the Midcontinent Express came on, and that pipeline has begun to fill up

already.”

Bennett suggested that those elements will combine to have a long-term effect on basis prices.
“When the economy gets going again, | think you're going to see a vastly different supply stack,
he said, noting that by year's end Rockies Express Pipeline should stretch from Wyoming to
Clarington, Ohio. “All the pipelines that took gas out of REX into the Midwest are full.
Where do you put the REX gas?” — Joshua Starnes
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Gas Daily

Thursday, May 21, 2009

Marcellus Shale’s potential ‘underappreciated’

The Marcellus Shale in Appalachia is starting to look as prolific as the Barnett Shale of
North Texas while having the advantage of being much closer to premium Northeast
markets, Jefferies & Company analyst Subash Chandra said Wednesday.

“While other resource plays dominate mind share, Marcellus results are increasingly impressive
over a large area in Pennsylvania,” Chandra said. “Recent results suggest economics may
be at least as good as the Barnett core.”

Chandra noted that results from two producers operating in the core of the Marcellus in
northeastern Pennsylvania — National Fuel Gas’ Seneca Resources and privately held East

Resources -—— were particularly encouraging.

Seneca reported a horizontal well in Clearfield County operated by Houston-based

EOG Resources that had a seven-day flow rate of 3,000 Mcf/d with up to 10 fracking stages that
cost $4 million. East Resources completed two horizontal wells in Tioga County at a price of
less than $3 million/well that should produce between 3.5 and 4 Bcf in total, he said.

“We estimate that a 3-Bcf well in the Marcelius costing $4 million can be economic in a
sub-$5/MMBtu NYMEX environment based on results and company guidance,” Chandra
said. "Recent industry results suggest the Marcellus fairway in northeast Pennsylvania is
expanding. We think potential [there] is still underappreciated.”

Chandra thinks the state of Pennsylvania and the producing industry will soon resolve their
ongoing conflicts regarding water use and disposal associated with shale gas drilling, providing
operators with a stable base for their investment.

“Water procurement and disposal and pipeline infrastructure issues are not permanent barriers
to development in Pennsylvania as they might be in areas such as New York,” Chandra said.
“Concerns are legitimate, but we believe the state acknowledges a balanced approach is
required going forward.”

Eventually, “water may have to be reinjected, or water processing facilities may have to be built,
all at a cost, that is compensated from the access to premium end-users and a lower lease cost
and royalty burden,” Chandra said.

The state’s Department of Environmental Protection has already permitted wastewater

treatment plants for drillers in the northeastern and southwestern parts of Pennsylvania and is
actively looking at the potential for reinjecting wastewater into old wells.

/8
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“In the short list of top-tier shales, the Marcellus still distinguishes itself for enormous breadth of
the resource spanning a few states and many counties,” Chandra said. "Louisiana’s Haynesville
is relatively compact, while the Bakken is primarily an oil resource.” ~- Bill Holland
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Gas Daily

Wednesday, May 6, 2009

Scholar: Unconventional gas reserves ‘enormous’

For every Mcf of gas produced from conventional basins around the world, nine times
that amount of recoverable unconventional gas exists in the same basin, according to the
head of the petroleum engineering department at Texas A&M University.

Stephen Holditch told Platts on the sidelines of the Offshore Technology Conference in Houston
late Monday that the 1:9 ratio is based on a study of eight North American basins.

“We've studied publicly available data on how much oil and gas has been produced in different
basins and how much is still in these basins in terms of proved, probable and possible
reserves,” he said. “It falls out that 10% of the oil and gas is in conventional reservoirs and
90% is in unconventional ones,” including coalbed methane, shale gas and tight-sands gas.

“We feel that this 90-10 split is part of how natural gas resources are distributed, and it
will more or less hold true for every natural gas basin in the world,” Holditch said.

His team of researchers examined only those reserves classified as technically recoverable.
“We know where it is and we have the technology to recover it, but we can't book it as reserves
because we either haven't drilled the wells or there’s no pipeline there, or the gas price isn't high
enough to make it economic,” he added.

Unconventional gas reserves such as those found in the Bossier Sands in East Texas and the
Haynesville, Barnett, Woodford, Haynesville and Marcellus shales "aren’t unique to North
America,” Holditch maintained. “South America, the Middle East, Russia, the North Sea or
wherever, if you can go into these basins and estimate the amount of conventional oil and gas
that's going to be recovered, multiply that by nine and that's how much unconventional gas can

be recovered.”

Holditch's hypothesis contradicts popular theories — such as the peak oil theory — that the
world is running out of hydrocarbons. “The peak oil theory is based on production from
conventional oil fields,” he said. “What I'm saying is that peak oil theory is only the top of that

resource triangle.”

According to Holditch, “there’s an enormous amount of unconventional oil and gas” around the
world, including heavy oil in Canada, Venezuela and Indonesia, as well as the shale gas being

developed in the US.

“There are a lot of tight gas reservoirs in the Middle East. They're just now waking up to what
they really have,” he said. “The other basins in the Middle East and Russia have never tested
their source rocks and when they do, they’re going to find enormous amounts of oil and gas.” —

Jim Magill
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Gas Daily

Wednesday, May 20, 2009
Gas prices will need 12-18 months to recover: analyst

Qil prices may recover as early as three months from now, but natural gas prices have a
“more difficult road ahead” and are likely to take a year to 18 months to recover, Goldman
Sachs’ head of commodities research Jeffrey Currie said Tuesday.

Currie said the recent rally may have overshot and that gas prices are likely to see some

downside in the near term, given continued industrial production declines. But, "we don't

think Armageddon is going to happen. Our worst fears have not been materialized. We've taken
out the tail risk,” Currie said at the Energy Risk USA conference in Houston.

The credit crunch has led to a severe “destocking” trend, in which manufacturing activity,
finished goods inventories and auto fleets have declined at unprecedented rates, though
demand has declined at a similar rate to previous recessions, according to Currie. At current
production levels, for example, the US vehicle fleet would take 42 years to replenish, he said.

With supplies in decline, this could to lead to energy scarcity by 2010 if investments don’t pick
up, he said.

Oil prices will likely be the first to rebound, as early as late summer, on higher global
demand and declining supply, he added.

“We need to see investments grow,” Currie said. "Barnett Shale and Haynesville Shale are not
going to save the commodity complex.” Once the economy improves, “it’s the lack of
commodity supply that will put the brakes on growth,” he said. “You can’t grow energy
0.5% and GDP at 2% to 3%.”

As a manufacturing fuel, natural gas has been among the hardest hit by the destocking in the
industrial sector, and gas demand “has been annihilated,” Currie said.

Global natural gas demand as of November 2008 had fallen between 5% and 10%, down from
positive growth rates earlier last year.

Meanwhile, supply growth has slowed but continues. Goldman Sachs expects global gas
supplies to grow nearly 3% in 2009, down from about 6% in 2008, and continue growing at least
through 2015. And global liquefied natural gas supplies are expected to grow about 14% in
2009, compared with a nearly 6% growth rate in 2008, according to Goldman Sachs.

The recent NYMEX rally also has brought US-UK gas price parity and is likely to push
significant LNG supplies to the US, Currie said. He expects LNG imports to the US to rise to a
little more than 3 Bcf/d by December 2009, more than doubling year-over-year imports, and to
climb to well above 6 Bet/d by December 2010.
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Adding to US supply, Currie expects coal-to-gas substitution to lead natural gas prices to
unexpected lows, based on several factors.

For one, natural gas generation costs, which were cheaper than coal generation costs from
January to April, have turned slightly more expensive than coal within the past month, according
to Currie. In addition, the US-Europe coal differential has converged, limiting coal exports. “The
window to export US coal has closed," he said.

As a result, Currie suggested that both supply and demand will need correcting before gas
prices climb: “Gas needs to see rig counts fall and industrial demand rebound.” — Sheetal

Nasta
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Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08

Average
2008

Summer
2008

Winter 2008-
2009

)

Hedging Meeting 5-22-09.xlsm

Energy Information Administration

8.01
8.51
9.46
10.18
11.32
12.68
1111
8.26
7.65
6.74
6.67
5.82

$ 8.868

$ 9.706

$ 5.240

Henry Hub Pricing

Per MMbtu

May 12, 2009 Release
Jan-09 5.24
Feb-09 4,51
Mar-09 3.96
Apr-09 3.52
May-09 3.38
Jun-09 3.43
Jul-09 3.48
Aug-09 3.53
Sep-09 3.68
Oct-09 3.83
Nov-09 4.27
Dec-09 4.47
Average

2009 $ 3.942

Summer
2009

Winter 2009-
2010

23

5/20/2009

$ 3550

$ 450

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

Average
2010

Summer
2010
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4.92
5.02
507
5.02
4.91
4.81
476
4.86
4.95

5.1

5.5
579

$ 5.059

$ 4.916

EIA Prices
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Short - Term Energy Outlook

May 12, 2009 Release

Natural Gas

Consumption. Total natural gas consumption is projected to decline by 1.9 percent in

2009 and then increase slightly in 2010. Weak economic conditions leading to significantly
lower natural gas consumption in the industrial sector are expected to be the main source
of the dip in total consumption this year. The projected increase in natural gas use in the
electric power sector offsets some of this decline. Lower relative natural gas prices compared
with coal, particularly in the Southeast, are expected to induce higher utilization of natural gas-
fired electric generation capacity in the near-term and lead to a consumption increase of 2.1
percent in the electric power sector this year. Natural gas consumption is expected to decline
slightly in the residential and commercial sectors this year. Similar to other fuels across the
energy market, the outlook for natural gas consumption in 2010 is highly contingent upon
the timing and pace of economic recovery. Under current assumptions, consumption
growth in the electric power sector and a slight recovery in the industrial sector are
expected to contribute to a small increase in total consumption for the year, despite minor
consumption declines in the residential and commercial sectors due to the expectation of
0.8 percent fewer heating degree-days than the previous vear.

Production and Imports, Total U.S. marketed natural gas production is expected to
decline by 1.0 percent in 2009 and by 2.8 percent in 2010, As a result of poor economic
conditions and lower natural gas prices, total working natural gas rigs have declined
by 54 percent since last August, The erosion of drilling activity combined with
production curtailments in response to current and projected low prices and high
inventory levels are expected to cause natural gas production in the lower-48 non-
Gulf of Mexico (GOM) to decrease by about 1.6 percent in 2009, Conversely,
marketed production from the Federal GOM is expected to increase by 3.4 percent in
2009 duc to the return of facilities damaged by Hurricanes Gustav and Ike as well as
the start-up of new production asseciated with offshore oil projects. Despite
expectations of higher prices next year, the lagged effects of the downturn in drilling

this year and the natural decline in productivity from existing wells are expected to
contribute to lower production in both the lower-48 non-GOM and Federal GOM

regions in 2010.

Expected weak natural gas demand in the liquefied natural gas (LNG)-consuming

countries of Asia and Europe, the startup of new liquefaction capacity, and limited

natural gas storage capacity in countries that typically rely on LNG are expected 1o

increase the availability of NG for the United States. U.S. LNG imports are expected

to increase from 350 billion cubic feet (Bef) in 2008 o about 500 Bef in 2009 and 650 Bef
in 2010. However, there is significant uncertainty associated with the global LNG

balance. U.S. pipeline imports are expected to decline by about 7 percent in 2009

because of the impacts of suspended drilling programs and declining well

productivity in Canada.
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U.S. Crude Oil and Liquid Fuels

WTI crude oil prices, which averaged $99.57 per barrel in 2008, are projected to average

352 per barrel in 2009 and $58 per barrel in 2010. These prices are about §1 per barrel and $5

per barrel, respectively, below those projected in last month’s Qutlook. However, a
stronger-than-expected economic recovery or lower non-OPEC production (due to low oil

prices, financial market constraints, or more aggressive action to cut production by OPEC

countrics) could lead to a faster and stronger rise in oil prices. As always, energy price

N

forecasts are highly uncertain. Both recent experience and the sizable participation in near-term
crude oil futures options contracts at strike prices that are significantly different from current
futures market prices clearly demonstrate that crude oil prices can move within a wide range in a
relatively short period.
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
June 30, 2009

Price Page

Pressure Term Comments Ref
Weather
NOAA predicling above average temperatures for Dec. 2009--Feb. 2010
Long Term Forecast (Dec 09--Feb 10) l‘ Long for most of the continental United Slates. 12
. Earthsat & WSI both show warmer than normal in the West and cooler in
Mid Term Forecast (30-60 days) <«—> | Long ke East for the rest of the summer. 13814
Shorl Term Forecast (6-10 days) l Short {Normal to below average everywhere except around the Gulf of Mexico. 15

CSU forecasting slighlly below average 2009 Atlantic hurricane season
Tropical Storm Activity Long [with 11 named slorms, five of which will strengthen into hurricanes. No 16
current aclivity.

Storage Inventory

National storage levels are 31% higher than last year and 22% higher
EIA Weekly Storage Report l Long |than 5 year average. ".. West Coas! and Rockies could struggle to find | 17818
space for gas supplies come aulumn..."

Industry Publications

Cambridge Energy Research Associates "It is difficult to see how bullish price signals can maintain a hoid on the
Summer 2009 l Long |gas markel when the storage surplus is there to fend off every 19
Winter 2009/10 challenge ”

California Energy Commission: "Gas price forecasts are unreliable and
Gas Daily «—» | Long [will continue to be as new carbon regulations and increased liguefied 20

natural gas imports make prices more volalile "
Gas price 'bublle’ 1o burse in early 2010: “...rapidly declining rig counts
Gas Daily f Long [might resultin a price spike by early 2010." 21

Gas collision looms ahead: "The result will be significan gas-on-gas
Gas Daily ¢ Long |competion at the Clarignton Hub ...with Gulf Coast suppliers being forced | 22
to either lower {heir prices or find allernative markels..."

Government Agencies

Energy Information Administration “_average Henry Hub nalural gas spot price is expected to stay under
Summer 2009 $3.651 l tong |$4 per thousand cubic feet (Mci) until late in the year..." 23
Winter 2009/10: $5.008
Technical Analysis ,
Winter 2009-10 Strip Charl <~ | Short {Range bound: $5.25 - 6:10 24
Summer 2010 Strip Chart f Short | Slight uptrend since mid March 25
Economy
EIA: The anticipation of some economic recovery in 2010 is the basis for
Demand T Long |stight consumption increases in the commercial and industrial sectors 26-27
next year..."
ElA: Total U.S. marketed natural gas production is expected to decline by
Supply T Long {1.1% in 2009 and fali by 2.6% in 2010 Total working natural gas figs 26-27
have declined by 56% from September 2008 peak.
Ol Market T Long Qil prices rose for the third consecutive month in May. 26-27

Meeting Minutes: 10th Floor North Conference Room - 10:00 am
Attendees: Jelf Kem, Jim Henning (by telephone), Palty Walker, Mike Brumback, Mitch Martin

The Hedging Committee decided to lock in a fixed price using cost averaging to starl around the middle of July for gas to be delivered December
MUgh February 2010 to bring the total hedged for the winter season to around
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required  Allowed
Month Dih/mo Dih/day Dth/mo dth/day dth/day

Apr-03
May-09
Jun-09

Jul-09

Aug-09
Sep-09
Oct-09
Summer 2009

Nov-03
Dec-09
Jan-10
Feb-10
Mar-10
Winter 09/10
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10

Jui-10
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10
Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11
Target Levels By October 31, 2009 —
Apr-11 C
May-11
Jun-11

Jul-11

Aug-11
Sep-11

Oct11
Summer 2011 .
Target Levels By March 31, 2010

Nov-11
Dec-11
Jan-12

Feb-12
Mar-12

Winter 11/12
Target Levels By U
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICEBage 59 of 306

TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

5-yr, avg. | Last Year CERA EiA NYMEX
(04/05-08/09) | (2008-2008) 25-Jun-09| 9-Jun-09 |29-Jun-09
Aug | $7.37 | $13.11 $3.640 |  $4.020
Sept | $7.21 $9.22 $3590 | $4.237
Oct | $7.31 $8.39 $3.520 |  $4.451
Nov | $7.55 $7.47 $4.280 |  $5.078
Dec | $8.47 $6.47 $4640 |  $5.748
Jan | $7.36 $6.14 $5.320 |  $5.985
Feb | $6.82 $4.48 $5.390 |  $6.020
Mar | $6.79 $4.06 $5.410 |  $5.955
Apr. | $7.06 $3.63 $5.330 |  $5.835
May | $7.21 $3.32 $5.200 | $5.860
June | $7.02 $3.54 $5.070 |  $5.980
July | $7.37 $3.95 $5.000 |  $6.090
12MonthAvg _ $7.29  $6.15 $4.699  $5.438
Summer Average $4.479 $5.210
Winter Average $5.008 $5.757

$15.00
$13.00
$11.00
$9.00
$7.00
$5.00
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EarthSat Weather
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FarthSat’s 30-60 DayOtttook

Wednesday, june 24, 2009
Forecaster: SS/BH/TH

)

/e
Updated:

Jun 24, 2009 {

& Above (+1) 0~ —

Cool changes in the West
and Northeast

Still warm Rockies/Plains

though the overall oullook hasn't changed much. A few slight cooler
changes were seen across the West as the warmth was pulied back
a bit, perhaps based on the June verifications. Parts of the NE were
cooled, with New York back below normal after briefly warming to
normal last week. For an altemative look, we fook a look at the
ECMWF model monthly temperature outlook issued on June 15th.
The map to the boltom right is the model's 2-meler temperature
departure outlook for the month of July (contours
in 0.5C intervals). The model projects a ridge
across the West and inlo the Plains, with a trough |
keeping cooler air over eastem Canada, similar |}
to our forecast.

Z;n.\!en_xp anomailes

A few cool changes were made 10 the Southwest in this week's Au-
gust outlook, with no changes east of the Mississippi. We turn again
to the ECMWF monthly 2-meter temperalure outlook issued on June
15, this time for the month of August. This modef shows more wide-
spread warmth than our outlook across the Plains and into the west-
em Midwest. We've also included the model's 500 mb height anoma-
lies {contours in 5 dm intervals). The madel shows some broad ridg-
ing across the West, with positive height anomalies across almosl the
entire US. It should be men-
tioned that the model's June
outlook issued on May 15
will likely not verify well.

Jul PWCDD* Forecasts *10Y Normal updated to 99-08

10Y Normal 336.2
Jul 2009 Fest: | 329.6 [s0Y Normal 3277
JUI-ZOQB 340_.0 ;

Change: -0.7 ) .
National Papulation-Weighted CODs

Aug PWCDD* Forecasts

316.0

Change: -0.3

10Y Normal* 315.9°
30Y Normal  296.5;

Aug 2009 Fcst: !
Aug-2008  289.9;

National Population Weighled CODs

Maps above depict deviations of average temperatures from 30 Y normal in Fahrenheit.

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax (240) 833 8301
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some of the differences that the Agriculture Comiittee and {Chairman Collin}
Pelerson’s concerns to announce that we were going to move forward,” the
Maryland Democrat told reporters.

Hoyer said he is hoping Waxman and Peterson will reach a final agreement on
all issues Tuesday night to give members the required two days’ notice before the
bill can be brought to the floor. If more time is needed, the vote could slip until
after the Independence Day recess next week, be said.

As House Democrats were working to iron out the details of an agreement,
Senate Environment and Public Works Committee Chairman Barbara Boxer said
her panel is preparing to begin its own work on legislation creatling a nationwide
carbon cap-and-trade scheme.

The California Democrat told reporters she intends to use the House Energy
and Commerce Committee’s bill as “the bones” of her panel’s legislation but may
not include the last-minute changes made to win the support of rural and moder-
ate Democrats in the House.

Baxer said she abms to hold a committee vote on a climate bill before Congress
leaves town next month for its annual August recess. ~ Jeff Barber, Jeant Chemnick

IHS CERA: Cost of building gas-fired plants is declining

‘The cost of building power plants in Notth America fell by 3% over the last six
months, signaling a “broader downward trend” that now encompasses all types of
facilities, including gas-fired plants, consultant [HS CERA said Tuesday.

The Cambridge, Massachusetts-based company projected that additional cost
declines are likely, “particularly as equipment costs further catch up with the fall
in materials prices.”

In its Jatest Power Capital Costs Index, {HS CERA said the price drop was driv-

-.en largely by a sharp drop in the prices for steel, copper and petroleum. Though

‘the overall PCCI has been trending downward since the first quarter of 2008, the
decline had previously been driven by one factor — the drop in what it wouid
cost to build a nuclear power plant — which masked continued cost escalation of
all others, the company said.

The new PCCI marks the first time in nearly a decade that the costs of gas-,
coal- and wind-powered projects have decreased, the consultant said.

While the 3% drop “may appear madest compared to the sizable global
decline in new construction orders,” it “represents a true turning of the tide,”
Candida Scott, IHS CERA senior director of cost and technology, said in a state-
ment, “We can expect the downward pressure to continue to build as falling costs
work their way through the supply chain.”

Despite the lower cost of materials, total construction costs are move resilient,
said Roger Kranenburg, THS CERA's director of capital cost power. “Substantial
order backlogs have allowed equipment manufacturers to maintain their price
position but as the global order pipeline slows they are likely to pass along lower
input costs more aggressively.”

The IHS CERA report said wind-generating costs have fallen most, showing an
11% drop because of declines in the cost of turbines and a “short-term slowdown
in orders.” Wind also was most affected by the “current economic and financial
crisls, which led to a drying up of tax equity and debt investors.”

Lower costs for turbines, towers and construction could lead to a continued
decrease in costs in the near term, THS CERA said.

In addition, the company said its survey showed costs for combined-cycle and
simple-cycle gas plants declined by 6% over the past six months as part of the
larger trend in declining commodity and bulk materials prices.

Reduced demand for power because of the recession has led to a lower number

(\})f gas-fired generation projects in the pipetine for North America, “meaning that

‘osts could decrease further in the near term as demand for gas turbines declines
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APl urges EPA to withdraw emissions
plan, calls rationale ‘remarkably thin’

The American Petroleum Institule is urging the
Environmental Protection Agency 10 withdraw a proposed
greenhouse gas endangerment proposal, which found that
GHG emissions pose a danger human health and welfare.

If finatized, the proposal would serve as a basis for
regulating such emissions under the Clean Air Act.

In comments submitted Monday, API mairtained that
EPA had failed to substantiate its conclusions for the
finding, saying the Clean Air Act is “ili-suited” to address
climate change and urged the agency 1o "allow Whe leg-
isfative process to proceed.”

While the oil and gas trade group opposes the cli-
mate bili currently pending before the House of
Representatives {see story, page 3), "itis possibie to
develop a comprehensive legislative response to chi-
mate change outside the framework of the existing
CAA" it said.

According to API, the proposal’s discussion of the
healthbased effects of GHG emissions contains a num-
ber of systemic errors and flaws, including poorly sup-
ported conclusions and the failure to weigh beneficial or
offsetting effects.

APl said the document providing the basis for the
proposal “is remarkably thin for a major reguiatory
action. There is no support for EPA's assertion that GHG
poilution currently presents endangerment at today's
atmospheric concentrations, and the findings are there-
fore unwarranted.”

Separately, the US Chamber of Commerce said in
comments submilied Tuesday that in preparing the endan-
germent proposal, the agency ignored “relevant, credible sci-
entific information™ and on the key scientific data “plays fast
and loose with the facts.”

The chamber called on EPA to hold an on-the-record
formal hearing before a neutral party “to openly review
the data the agency is using to justify its endangerment
proposal.” — Gerald Karey

Rest of summer to be mild
in East, hot in West: WSI
In its latest seasonal outlook, private weather fore-
caster WSI Corporation said Juesday it expects the rest
of the summer to be cooler than normal in the eastern
third of the US, whife the Rockies and Pacific Nosthwest

can expect warmer-than-normaf weather,

“In the Northeast, the cool start will fikefy be repre-
sentative of the pattern for the rehainder of the sum-
mer, although occasional bursts of heat coming from
the north-centeal US will likely impact the area from
time to time,” said WSi seasonal forecaster Todd
Crawford.

“Looking further out in time, the emerging El Nifo
event will likely play a significant role in determining
the upcoming fall and winter pattern, although the
magnitude and exact location of the warmest tropicat
Pacific Ocean temperature anomalies will be the final
arbiter,” he said.

In July, warmer-than-average weather will dominate
everywhere except the Northeast and Southeast, WS!
said. In August, the cooler weather extends into the
South Central states, white in September below-aver-
age temperatures are expected only in the Southeast.

— Stephanie Seay
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EarthSat Weather
Forecaster: BH/AC

Today’s Forecast:
Cool Across Northeast Through Period
More Heat Could Build Into Texas, Midwest Late

Cooler chances could still reach the Midwest/Northeast at mid
period with a risk of more much belows. With persistent trough-
ing, the Northeast holds the best confidence of seeing cooler
conditions through much of the period. The West may see
readings turn cooler than expected during the last few days of
the period as a trough moves in. Also during the latter part of
the period, warmer than forecasted conditions could spread
into Texas and into the Midwest as a ridge builds into the
Plains during this time. This could produce a return of 100F
heat through Dallas and Houston days 9-10.
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“said he has not yet “formed a view” on whether such players are behind the
recent spike in petroleunt prices.

“I do think just as the asset bubble broke last year with the financial crisis,
part of what we're seeing is ... some confidence coming back into the stock mar-
ket and other investment markets,” Gensler said, adding that he has not yet met
with the commission’s econormists “to sort through the specifics of the market.”

On the topic of combining the SEC and CFTC, SEC Chainman Mary Schapiro
told the committee that “there is a logic and an efficiency that can be achieved
from a merger of the two agencies.” However, if Congress decides against a merg-
er, she said the agencies must do more to work together and ensure that products
and trading practices “do not fall through the cracks or leave large swaths of the
market unregulated.” * |

But Gensler was adamant that there not be “a merger just for merger's sake.”
He said if Congress does move to combine the CFYC and the SEC, it needs to
ensure that his agency’s “root mission” to protect consumers such as farmners and
ranchers from fraud and manipulation remains intact.

Amid numerous congressional proposals that would broaden the reach of
various financial overseers, Schapiro said she supported the concept of a coun-
cil of regulators that would work together to identify “where gaps might be
arising” in oversight.

She added that it is important — to both her agency and the CFTC — that any
new regulatory modef support centralized clearing for standardized OTC trading
and to bring institutional dealers under greater regulation. — jessica Marron

TRV A A T e s i

CSU forecast team now expects
below-average hurricane season

Colorado State University forecasters now expect a
stightly below-average 2009 Atlantic hurricane season
with 11 named storms, five of which will strengthen into
hurricanes. Of those five, the CSU team said it expects
wo will become major hutricanes of Category 3 strenglh
or greater.

Tuesday's forecast marks a slight downward revision
from the 2009 cutlook the forecast team issued in April
calling for 12 named storms, six hurricanes and two major
hurricanes. Longterm averages are 9.6 named storms,
5.9 hurricanes and 2.3 major hurricanes/year. The Atlantic
hurricane season runs from June 1 through November 30.

The forecasters based the revised oullook on Ei
Nifio, a phenomenon marked by a warming of equatorial
Pacific waters that can lead to conditions that prevent
the formation of tropical storms.

“We believe that there is a slightly greater chance of
a weak El Nifio developing this summer/fall than there
was in early April,” forecaster William Gray said. "El Nifio
conditions would likely increase levels of vertical wind
shear and decrease Atlantic hurricane activity”

Landfall probabilities are also down, with chances of a
major hurricane hitting the US coast at 48%, compared with
an average in the fast century of 52%, the CSU team said,

The chance of a major hurricane making landfall on the
Fast Coast or atong the Gulf Coast, where major oif and gas
infrastructure is Jocated, are both 28%, compared with tong-
term averages of 31% and 30%, respectively. — Carla Bass
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Working Gas in Underground Storage, Lower 48 other formats: Summary TXT CSY

Stocks in billion cubic feet {Bcf) Histarical Comparisons
East 1,234 1,164 70 1,050 17.5 1,119 10.3
West 420 408 12 288 45.8 318 321
Producing 997 985 12 682 a6.2 732 36.2
Total 2,651 2,557 94 2,020 31.2 2,169 2.2
Notes and Definitions

Summary

Working gas in storage was 2,651 Bcf as of Friday, June 19, 2009, according to EIA estimates. This represents a net
increase of 94 Bef from the previous week. Stocks were 631 Bef higher than last year at this time and 482 Bcf above the
S-year average of 2,169 Bcf. In the East Region, stocks were 115 Bcf above the 5-year average following net injections of
70 Bcf. Stocks in the Producing Region were 265 Bcef above the 5-year average of 732 Bcf after a2 net injection of 12 Bcf.
Stocks in the West Region were 102 Bef above the 5-year average after a net addition of 12 Bcf. At 2,651 Bcf, total
working gas is above the 5-year historical range.

Working Gas in Underground Storage Compared with 5-Year Range
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Note: The shaded area indicates the range between the historical minimum and maximum vatues for the
weekly series from 2004 through 2008.

Source: Form EIA-912, “Weekly Underground Natural Gas Storage Report.” The dashed vertical lines indicate
current and year-ago weekly periods.
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Some Western gas storage facilities over 70% full

A 94-Bef injection lified the nation’s gas storage inventories to 2.651 Tcf for the week ending June 19, the Energy
Information Administration said Thursday, pushing some facilities in the West toward full capacity with four
months left in the traditional refill season. The build was slightly below consensus expectations and prompted a brief
spike in the July NYMEX natural gas futures contract (see story, above) A year earlicr, EIA reported 2.020 Tl in
storage. As a result, the year-over-year surplus rose (o 631 Bcf, while the surplus over the five-year average of 2.169
Tef climbed to 482 Bel.

Inventories are now 115 Bef above the five-year average of 1.119 Tcf in the East, 102 Bcfabove the five-year
average of 318 Bef in the West, and 265 Bef above the five-year average of 732 Bef in the producing region.

Tim Evans, analyst for Citi Futures Perspective, noted that the injection was still above the 85-Bef five-year average
but was “smatler than expected, and thus supportive for prices. We note that the data has been oscillating from
bullish to bearish on almost a weekly basis, so it’s hard to be confident of the trend. But we do cxpect to see
declining production overall, which should lead 10 a supportive trend in the weeks and months ahead.”

The onset of summer heat may give well-padded gas storage facilities in the West a reprieve as cooling loads kick
in. But as autumn approaches, a gas glut could resurface with a vengeance, analysts said.

“California is awash in gas and Questar’s Clay Basin storage facility in Utah is nearly 70% full, 65% above June
2008 ending levels and at the top of the 10-year [maximum] range,” Wachovia Capital Markets Managing Director
David Tameron said.

Logan Reese, an analyst with Bentek Energy, estimated that West storage as of the week ending June 12 was
between 60% and 80% full. The oversupply is most pronounced in California, where Reese estimated some facilities
— before the worst of the summer heat has even hit — are over 90% full.

Reese’s colleague Dennis Burkey, an analyst for Southwest markets, said one of the biggest reasons for the abundant
supply in the state is another ripple effect from Rockies Express Pipeline — Southern California served as a “relief
valve” for Southeast and Midwest supply that was displaced by the influx of Rockies gas moving east on REX. “The
gas had to go somewhere, and SoCal was a convenient place to send it.”

The situation is somewhat looser in the Rocky Mountain region, Reese said, noting that storage injections do not
generally pick up dramatically until later in the fall. During the summer, *Rockies gas wants to make its way out of
the region when possible,” he said.

But both the West Coast and Rockies could struggle to find space for gas supplies come autumn as cooling loads
wind down, Reese said.

In the meantime, Pacific Gas and Electric has issued several high-inventory operational flow orders on its system
this month, while Clay Basin in Utah has advised interruptible customers to withdraw their capacity in order to make
room for firm nominations, Reese said.

El Paso Natural Gas, a key interstate route into southern California, has also issued periodic warnings of high
linepack since the end of May, Company spokesman Richard Wheatley said the southern mainline that feeds major
SoCal Gas border points typically flows to the west at this time of year, although it has the capability of flowing
castward if conditions warrant.

*“To say that current working gas volumes in underground storage are ahead of previous averages remains an
understatement,” the American Gas Association said in a report last week. The group noted that May inventories
ended the month above 2.3 Tef for the first time on record.

“The strong current storage position ... continues to be one signal that, compared to natural gas demand, the nation’s
supply picture remains robust,” AGA said. — Jessica Marron, Sheetal Nasta, Stephanie Seay
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wiie | TS CERA Market Briefing

North American Natural Gas

JUNE MONTHLY GAS BRIEFING

WHERE IS THE UPSIDE?

KEY IMPLICATIONS

DATE Bullish market sentiment continues 1o be disciplined by bearish fundamentals, as the
June 25, 2009 combination of weak demand and strong supply has held the bullsin check. The displacement
of coalfor power generation has provided some support for gas prices through therecession.
Yet, with each transitory driver of higher prices, the rally has fallen short. A brief price surge,
apparently in sympathy with rising oil prices, ended in mid-May. A colder-than-normal winter
gave way to a mild spring. Even the effect of recent delays in fiquefaction projects, and
the resulting redirection of some liquefied natural gas away from North Ametica, couid be
diminished in the months ahead by new volumes set to arrive under short-term contract.
An early economic recovery could make these other factors seem small by comparison,
but only over the longer term. It is ditficulf to see how bullish price signals can maintain a
hold on the gas market when the storage surplus is there to fend off every challenge,

e This month IHS CERA has analyzed the sensitivity of gas prices to summer
weather across North America Although the downside risk associated with a
mild summer is fimited by the coal floor, it is nonetheless significant and could
pull prices lower still.

«  USstorage inventories are projected to challenge the limits of storage capacity
by late summer, likely leading to curtailed domestic production for limited
periods.

*  We expect the Henry Hub price to average $3.85 per million British thermal
units (MMBUU) this year. At AECO-NIT, we project an annual average price of
C$3.70 per gigajoule ($3.21 per MMB1u) for 2009.

NORTH AMERICAN MARKET OVERVIEW

The stabilization in the economic forecast first observed by IHS Global Insight in
March has held for the past few months. After an annualized first quarter decline
in US gross domestic product (GDP) of 5.9 percent, the pace of the economic
deterioration continues to moderate in the second quarter, and there is a growing

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

TERMS OF USE. This report was propared by Cambridge Energy Research Associates, Inc (CERA), and is not to be redistribuled or roused in any manner without prior wrillen

consent, with tho exception of client internal distribution as foltows: CERA strivas to be supportive o! cliont internal distribution of CERA coniont but requires that CERA contont and

information. including but not limited to graphs, charts, tables, figuras, and data, are not 10 be disseminated outside of a client crganizalion 1o any third party, including a client’s

customers, financlal instilutions, consullants, or the public. Content distributed within the cliont organization must display CERA's legal notices and attributions of authorship. Some

information supplied by CERA may be oblained from sources that CERA balieves to be refiable but are in no way warranted by CERA as to accuracy or complotoness. Absent a
( """ . specific agreement to the contrary, CERA has no obligation 1o updale any content or information previded to a client

) The tHS CERA Marke! Briefing is part of IHS CERA's Retainer Advisory Service For moro information, please call +3 617 866 500C (USA) ¢r 433 (0)1 42 44 10 10 (France), or o-mail
infoBcera.com. In the USA: 55 Cambridge Parkway, Cambridge, MA 02142, USA. In Europe: 21 boulovard do la Madvloire, 75038 Paris, Cedex 01, France € 2009, All rights
raserved, Cambridge Energy Research Assoclates, Inc. No portion of this report may be reproduced, reusad, or otherwise distributed in any lorm whhout prior writlen consent.
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million/year (GD 1/9). That made him one of the highest paid CFOs in the US,

despite Chesapeake's stock pluaging from a high of $74/share last June into the

1 teens for much of the past year.

‘ The bulk of McClendon’s compensation, $75 million/year, comes from credits
he can only use to pay his share of the costs assoctated with his fractional inter-
ests in Chesapeake'’s wells.

A Fort Worth shareholder blasted McClendon during the question-and-answer
session Friday for taking pay for performance that was based on good luck and
wanting more money when his luck turned bad. “Risk isn‘t risk anymore when
you are Aubrey McClendon,” Jan lersing said.

“You bet the farm that {gas] prices would continue to go up,” Fersing told
McClendon. When prices went down “your hand got stuck in the cookie jar.”
Fersing then said he plans to sell his Chesapeake stock.

McClendon, who told shareholders he would not be able to answer many
questions$ because of four sharehiolder lawsuits over his pay package, defended his
work as head of the nation’s second-largest gas producer.

“I'm sorty you think I'm greedy,” McClendon said, asserting that he works
more than 100 hours a week lining up deals and ruaning the company he found-
ed 25 years ago. “You do not properly characterize my past, present and future
witli this company,” he told Fetsing

McClendon revealed during his presentation that Chesapeake is entering the
joint venture with Statoil. He said Chesapeake will contribute technology and
experience to Statoil’s international expertise in a 50/50 venture to exploit gas
shales worldwide.

“1 see this news as most encouraging,” McClendon said, predicting that the
world will start to transition away from crude 0il to natural gas for fuel.

Beyond his two-sentence disclosure during his presentation at the annual
meeting, McClendon provided no other details of the Statoil deal. Statoil repre-
sentatives were not available for comment Friday.

3 Chesapeake is the top leaseholder in the Marcellus and Haynesville shales
and the number two operator in the Barnett and Fayetteville shales. Statoil is
already involved in a Marcellus joint venture with Chesapeake; in November, it
paid $1.25 billion up front and agreed to pay $2.13 billion worth of
Chesapeake’s costs in return for a 33% stake in Chesapeake’s Marcellus returns
(GD 11/12). — Bill Holland
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CEC: Price forecasts unreliable

as market volatility increases

Gas price forecasts are uneeliable and will continue
to be as new carbon cegulations and increased liquefied
natural gas imports make prices more volatile, according
1o a draft report this weel from the staff of the California
Energy Commission.

Staff examined gas price volatility and the potential
impact of carbon-emissions regulations on gas-fred
power generation as the state prepares its 2009
Integrated Energy Policy Report.

The report examined price forecasts produced by the
CEC, the California Public Utilities Commission and the
Energy Information Administration, and found them all
well off the mark when compared with actual prices.

“Historic forecas! resuits have been poor vis-awvis
actual prices and, unfortunately, the future may include
more markel volatility and even greater forecasting uncer-
tainty,” CEC staff found.

During 2008, for instance, Henry Hub spot prices went
as high as $13.32/Mcf and as low as $5.63/Mcf. The
volatility that year was “somewhal unique, as traditional,
physical market fundamentals alone did not explain the
market's actions,” the report said. “Various financial mar-
ket fundaments, such as commodity speculation, con-
tributed to the significant price volatility in 2008.”

Staff noted that gas markets have “complex and
dynamic interactions with electricity and other fue! mar-
kets affecting many sectors” of the economy. “Existing
and fulure greenhouse gas and energy policies increase
the complexity of these interactions, the number of aiter
native choices than can affect these interactions. and
the uncertainty inherent 1o making predictions about key
drivers of these interactions.

“Past efforts to predict natural gas prices have been
highly inaccurate,” CEC staff continued. “With complexity
and uncertainty increasing, it may not be feasible to
make useful, data-specific, single-point forecasts.”

Based on past volatility that went beyond physical
market factors, “a reasonable expectation would be that
future naturat gas price forecasts will be even less accu-
rate as natural gas prices continue to experience price
volatility for reasons that are perhaps less understood
and less predictable,” the report said. — Stephanle Seay
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N ; . Jul 2013 7.077 1077 7077 __ +89
and so have 'the spfeculators, as the 12-month NYMEX strip has increased by some =50 7162 7182 7452  48.9 }
20% from mid-April lows. Sep 2011 7182 7182 7.182 189 o
“It's not that far out on the curv " sai i Oct 2011 7.262 7.262 _7.262 488 0
[t's n.o' hat [} : curve to get to a 36 level,” said Merrill Lynch o anit Teos T 505 Tits 165 5
Commodities’ director Rahim Oberholtzer. The January 2010 NYMEX contract Do 2011 7797 _7.797 1.797 89 O
settted at $6.165/MMBtu on Friday. Jan 2012 a.oog 8.002 7.223 +§.g 3
PR : : ) S Feb 2012 7,997 7.997 1. 8. _
While the current market is challenging, there are a lot of opportunities for Mar 2012 7767 1967 1030 484 2
natural gas players to reduce {theix] risk now,” Oberholtzer added. Apr 2012 7137 _1.140 7137 449 1
i i i i ; May 2012 7092 71.197 1,797 149 1
Panelists said soft Pnces.at the moment might prevent players from p]af:mg ~Jun 2042 7112 MR NA as o
hedges for the upcoming winter and further out along the curve, resulting in Contract data for Friday Vv

greater exposure when the NYMEX contract does move significantly to the upside. Volume of contracts traded: 244,267
“We're in a bubble now,” Hussey warned. “Those rig counts are way down. Frontmonths open interest:

. JUL, 77,138 ; AUG, 96,402 ; SER 83.500
n't let yourself be caught off guard.” — F M e
Don't let y g f guard Samantha Santa Maria Totat open Interest 729,616

Sttt Sra e

[Helary HubiNYMEX

Advantage to focus on Alberta shales ... gom pag
Current development plans, which qualify for an Alberta royalty incentive
program, should sce its Glacier program reach 25,000 Mcf/d this quarter and dou-

ble in 2010, Advantage said in a statement. ’
An independent evaluation by Sproule Associates of Advantage's 57,000-acre

T

 Natural gas b flow;

(\)mc Scheduled +/- % Dally —31 Day Average—
’ Flow Change Price Flaw Price

__ANR L2, 887 5 0.51 3.540 960 3.614

Dracut, Mass. 20 3 18.46 3.815 39 3.920

florida city-gates . 2,266 41 1.82 4.720 1,914 4.043

toquois, recelpts 801 29 3.75 3.845 628 4.015 ($/b) ($/MMBu)

K.em River, Opa! pfant 814 -1 -0.13 2.280 783 2.512 Gulf Coast spot -
Pigara 322 33 1139 3.820 2723960 % Rocd 84056445 ) 090

Morthern. Ventura 28 -1 2 a1 T2 a2k a7 EREC



Gas collision
looms ahead

Rockies gas supplies moving to the Ohio Valley on the final leg of the Rex Pipeline will
fight with increasing shale production from the Gulf Coast and Appalachian Basin.

he U S. natural gas market is

entering a period of unparalleled

risk and opportunity, when cer-
1ain key trends will veshape the industry.
Later this year, when the final leg of the
Rockies Express (Rex) Pipeline is com-
pleted into the Ohio Valley, gas suppliers
in the Rockies will be able to compete
directly against supplies from the Gulf
Coast and Appalachia.

At the same time, U.S. gas production
continues to increase, filling pipeline
capacity out of major supply areas. And
if this is not enougly, the recession that
began in 2008 is taking a toll on U.S. gas
demand, creating an even greater dispar-
ity between supply and demand in key
regional markets.

These developments will have signifi-
cant implications for gas flows, capacity
utilization and pricing differentials for
years to come.

The triggering event {or this market
shift is completion of Rex into two major
gateways to the Northeast: to the Lebanon
Hub in Ohio in June, then across the state
into the Clarington, Ohio, hub by
November This capacity of 1.8 billion
cubic feet (Bel) per day will fulfill Rex’s
purpose of giving Rockies producers
direct access to Northeast gas matkets.

By extending the pipeline to
Clarington, the pipeline avoided highly
restrictive capacity boulenecks at
Lebanon, gaining access to nearly 5 Bef a
day of capacity on several pipelines serv-
ing the Northeast, including Dominion,
Texas Eastern (Tetco), and Tennessee Gas
Pipeline (TGP). Of this rotal capacity
available at Clarington, an analysis of his-

18 * May 2009

torical flows and capacity utilization at the
hub indicates that about 0.9 Bef a day is
open and available to shippers during the
winter season.

Unfortunately, pipeline-capacity con-
straints downstream of Claringlon between
the Ohio Valley and the large, premium-
priced markets in the Northeast severely
limit the usefulness of this new capacity.

With downstream capacity constrained,
the key implication is that, for Rex gas to
capture market shate in the Northeast, gas
supplies that have traditionally served this
region must be displaced. The most signif-
icant volumes of these competing supplies
are sourced from Gulf Coast and
Midcontinent wells.

Rex gas supplies have two distinct

20
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E. Russell (Rusty) Braziel,
Bentek Energy ILC,
Evergreen, Colorado

competitive advantages in this {ight for
market share. First, the pipeline’ taniff
provides variable transportation-cost
advantages to Rex shippers, primarily in
the form of low {uel costs, relative to com-
peting pipelines into the area. Second,
these shippers are able to exploit the his-
tarical weakness of Rockies gas prices to
compete aggressively with higher-priced
Gulf supplics. The result will be signifi-
cant gas-on-gas competition at the
Clarington Hub and surrounding markets,
with Gul{ Coast suppliers being forced ta
either lower their prices or find alternative
markets for their gas.

New problems
Gulf producers face another problem, and
SRD Y
i LIRERS

;{f‘{
A

Constraints downstream of Clarington. Source: Bentek Energy LLC

www. pipelineandgastechnology com
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e vavw.ela.doe.gov
@E@ Energy Information
» Administration

Short-Term Energy Outlook

June 9, 2009 Release

June 2009

Highlights

»  Spot prices for crude oil and petroleum products have increased over the past
month. The price of West Texas Intermediate (WTI) crude oil is expected to
average $67 per barrel for the second half of 2009, an increase of about $16
compared with the first half of the year.

* The average U.S. price for regular-grade gasoline, at $2.62 per gallon on June 8,
was almost 60 cents per gallon higher than its price at the end of April.
Regular-grade gasoline prices are expected to reach their summer seasonal
peak in July, with a monthly average close to $2.70 per gallon. The annual
average regular-grade gasoline retail price in 2009 is expected to be $2.33 per
gallon, rising to $2.56 in 2010. The annual average diesel fuel retail prices are
expected to be $2.40 and $2.67 per gallon in 2009 and 2010, respectively.

» The monthly average Henry Hub natural gas spot price is expected to stay
under $4 per thousand cubic feet (Mcf) until late in the year as abundant
natural gas supplies converge with weak demand driven by an 8-percent
decline in industrial sector consumption. The price is projected to increase
from an average of $4.13 per Mcf in 2009 to an average $5.49 per Mcf in 2010 as
expected economic growth boosts industrial consumption of natural gas.

» Based on the current Atlantic hurricane season outlook from the Natiemal
Oceanic and Atmospheric Administration (NOAA), EIA estimates expected
production shut-ins on the U.S. Gulf Coast during the upcoming hurricane
season ‘(June through November) of about 4.5 million barrels for crude oil and
36 billion cubic feet for natural gas (see the 2009 Outlook for Hurricane Production
Outages in the Gulf of Mexica). Actual shut-ins are likely to differ significantly
from this expectation depending on the number, track, and strength of
hurricanes as the season progresses.

Energy Information Administration/Short-Term Energy Outlook-—June 2009
i

273
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Summer Strip 2010
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Short-Term Energy Outlook

June 8, 2009 Release

Natural Gas

Cansumption. Total natural gas consumption is projected to
decline by 2.2 percent in 2009 and then increase slightly in 2010.
While total natural gas consumption remains hampered by the broad
economic downturn, the persistence of low natural gas prices into the
fourth quarter of 2009 is expected to lead to a 2.7-percent increase in
electric power sector consumption in 2009, offsetting a portion of the 8-
percent decline expected in industrial sector consumption. Additional
declines expected in the residential and commercial sectors this year
also contribute to the lower 2009 consumption estimate. The
anticipation of some economic recovery in 2010 is the basis for
slight consumption increases in the commercial and industrial
sectors next year, with little change expected in the residential
sector. Furthermore, if the dollar remains weak and natural gas prices
remain relatively low, consumption in the industrial sector may be
boistered by increased exports of natural-gas-intensive products.
Finally, consumption in the electric power sector is expected to remain
flat in 2010 as natural gas prices rise relative to coal prices.

Production and Imports. Total U.S. marketed natural gas
production is expected to decline by 1.1 percent in 2009 and by 2.6
percent in 2010. Low natural gas prices brought about by the current
economic slump have had a dramatic impact on recent drilling activity.
According to Baker Hughes, total working natural gas rigs are now
down 56 percent from the September 2008 peak. Although a
corresponding decline in production has yet to appear in data
through March 2009, total U.S. marketed production is expected to

drop by nearly 5 billion cubic feet (Bcf) per day between the first

and fourth guarters of 2009. The decline in annual production is
expected to occur almost exclusively in the Lower-48 non-Gulf of
Mexico (GOM) this year, more than offsetting the small expected
increase in GOM output. This projection includes an estimated
expectation of hurricane-induced outage of about 36 Bcf for the
offshore region in 2009.

Global Crude Oil and Liquid Fuels

Overview. Qil prices rose for the third consecutive month in May,
driven in part by expectations of a global economic recovery and
future increases in oil consumption, In addition, a weaker dollar and
increasing financial market activity are prompting higher prices for
commodities, overshadowing weak oil supply and demand

e
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fundamentals. The weaker dollar may indicate that economic activity
abroad, especially in Asia, is stronger than currently estimated, which
would provide an upside risk to the oil price forecast. Downside risks,
such as continuing weak demand as indicated by sluggish first quarter
2009 oil consumption data, high inventories, and increased surplus
production capacity levels within the Organization of the Petroleum
Exporting Countries {OPEC) could moderate the upward price
pressure, especially if the global economic recovery is delayed and/or
weaker than expected.

L7
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Gas Commercial Operations
Hedging Program
Market Indicators Summary

July 23, 2009
Price Term Comments Page
Pressure i Ref
Weather
) NOAA predicting above average temperatures for Dec 2009--Feb. 2010
Long Term Forecast (Dec 09--Feb 10) l Long for most of the continental United States. 14
. August predicted to be 3.8% warmer than 10 year normal and Sept. is
Mid Term Forecast (30-60 days) <« | Long {predicted to be 2 3% cooler than 10 year normal. 15
Short Term Forecast (6-10 days) l Short {Below and normal temperatures through majority of country. 16
ical S Activi l WS has updated 2009 hurricane forecast downward--conditions could
Tropical Storm Activity Long Jiead to an “unusually quiet” season 17

Storage Inventory

Storage injections for the week ending July 17th were 66 BCF. Storage
EIA Weekly Storage Repor l tong |levels are at 2 952 TCF which is 23.8% higher than last year and 18.4% | 18-20
higher than the 5 year average. Canada pushing up against storage

industry Publications

Cambridge Energy Research Associates
Summer 2009. { | tong 21
Winter 2009/10:
. US gas prices should drop to $2/Mcf or lower later this year as storage
Gas Daily i Short | capacity limitations are reached ‘ 22
. Gas prices could rebound to $7/MMBtu if the economy recovers over the
Qas Daily 4 | LONG Inextyear. "Gas demand is down, but not out". 23
g Prices poised to start rebounding next winter, Goldman predicts.
Gas Daily T Long |Manufacturing recovery and cuts to drilling will form the base for gas pricg 24
recovery.
Government Agencies
Energy information Administration The Henry Hub spot price is expected to average $4.10 per MMBtu in
Summer 2009: l tong |2008 and $5.753 per MMBtu in 2010. 25
Winter 2009/10
Technical Analysis
Winter 2009-10 Steip Chart f Short {Closed at $5.40. 26
Summer 2010 Strip Chart 4 Short |Closed at $5.75. 27
Economy

EIA; Natural gas consumption is projected to decline by 2.3% in 2009 and
Demand l Long {remain unchanged in 2010. Poor economic conditions are expected to 28
prolong the current slump in demand over the caming months.
EIA: Total U.S. marketed natural gas prodtuction is expected to decline by

Supply T Long [0.6% in 2008 and fallby 2.8% in 2010. Total working natural gas rigs 28
have declined by 57% from September 2008 peak.
. Oil prices rose for the fourth consecutive month, in part because of
Ol Market t | tong stronger than anticipated global activity. 28

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm
Attendees: Jeff Kern, Jim Henning, Patly Walker, Mike Brumback, Mitch Martin, Joachim Fischesser, Steve Niederbaumer

Discussed current market conditions including current weather forecasts, storage levels {levels being ahead of 5-year average and that impact g
pricing) and various analysts projections as well as EIA's forecasts for Supply and Demand of the Natural Gas markets and Oil prices. In additid
discyssed shale gas and the production curves associated with shale gas. Based on the discussion, a determination was made to request som
__{ndicitive pricing for a costless collar and to continue to monitor pricing closely.
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/iday

Apr-08
May-08
Jun-09

Jut-09

Aug-09
Sep-09
Qct-09
Summer 2008

Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Winter 09/10
Siorage Gas

Excluding Storage Gas
including Storage Gas
Target Levels By October 31, 2008

Apr-10
May-10
Jun-10

Jul-10

Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Winter 10/11
Target Levels By October 31, 200

Apr-11

May-11

Jun-11

Jul-11

Aug-11

Sep-11

Oct-11

Summer 2011 .
Target Levels By March 31, 2010

Nov-11
Dec-11
Jan-12
Feb-12
Mar-12
Winter 11/12
Target Levels By October



()

15-Jul
16-Jui
17-Jul
20-Jui
21-Jul
22-Jul
23-Jul
24-Jul
27-Jut
28-Jul
29-Jul
30-Jul
31-dul
3-Aug
4-Aug
5-Aug
6-Aug
7-Aug
10-Aug
11-Aug
12-Aug
13-Aug
14-Aug
17-Aug
18-Aug
18-Aug
20-Aug
21-Aug
24-Aug
25-Aug
26-Aug
27-Aug
28-Aug
31-Aug
1-Sep
2-Sep
3-Sep
4-Sep
8-Sep
9-Sep
10-Sep
11-Sep
14-Sep
15-Sep
16-Sep
17-Sep
18-Sep
21-Sep
22-Sep
23-Sep
24-Sep
25-Sep
28-Sep
29-Sep
30-Sep
Total

Basis 1o Columbia Gulf Mainline

Case No. 2008-175

Attachment A
Duke Energy Kentucky Page 8201306

Hedging Program for 2009/10
Cost Averaging withEERER® Cotumbia Gulf Mainline

Total 3 Month Total tocked in
Amount Dec-09 Jan-10 Feb-10 Strip Cost To Date

[Price to be paid fo

thiday delivered Dec. 1, 2009 to Feb. 28, 2010:

/2
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICH3ge 83 of 306
TO CURRENT FUTURES PRICES

Hedged Prices

Historic Prices:
NYMEX Closing Price

5-yr. avg. | Last Year CERA EIA NYMEX
{04/05-08/09) | (2008-2009) 25-Jun-091 7-Jul-09 | 22-Jul-09

Aug | $7.37 | $13.11 $3.720 |  $3.861
Sept | $7.21 $9.22 $3.810 |  $4.004
Oct $7.31 $8.29 $3.700 $4.209
Nov | $7.55 $7.47 $4.470 | $4.856
Dec $8.47 $6.47 $4.860 $5.494
Jan $7.36 $6.14 $5.590 |  $5.768
Feb $6.82 $4.48 $5.680 $5.790
Mar | $6.79 $4.06 $5.730 |  $5.712
Apr $7.06 $3.63 $5.680 $5.586
May | $7.21 $3.32 $5.570 |  $5.635
June $7.02 $3.54 $5.470 $5.730
July $7.37 $3.95 $5.420 $5.840
12 Month Avg $7.29 $6.15 $4.975 $5.207
Summer Average $4.767 $4.981
Winter Average $5.266 $5.524

$1500

$13.00

$11.00

$9.00

$7.00

$5.00

$3.00

/3

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

Ohio Kentucky




()

http://www.cpc.noep.noaa.gov/products/predi

Case No. 2008-17528¢
Attachment A

%}%\ @%«;,-ﬁrb?age 84 of 306

£EC MEANS EQUAL 1
CHANCES FOR As Ko B
f MEANS ABOVE c
N MEANS NORMAL

!/ B{MEF!HS BELOW

/Y7

ctions/long_range/lead05/0ff05_temp. gif

1ol

712212009



Above

VMDA

EarthSat Weather

FarthSat’s
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30-60 Day-®utlook
Wednesday, july 22, 2009
Forecaster: SS/BH/TH

R
o

Updated:

wizz 200 |\ NERERED | sut 22, 2009 | LR
& Above (+2) EH Above (+1) EJoto+1 «3. 0to-1 [8Below (-1) EX Below (-2) Below (-3)

More widespread belows in the
East

Warmer in the Northwest

cooled their forecast in the East and warmed the forecas! in the West.
The overall outiook is looking slrikingly similar to how July is panning
oul 50 far (see map below in the "July Comparison™), with warmth in
much of the West and cooler temps in the Midwes! and East. This
week we take a look at a map produced by some of the analog years
that match up with our current ENSO trend. Right now sea surface
temps are 0.9C above normat in the Nino 3.4 region of the Pacific, and
those anomalies are expected to trend higher. Some of the years
where we saw similar conditions were 1965, 1963, S
2006, 1986, and 2002, among others. The composile S A,
August resulls from those show a simifar outiook to our
forecast, though they're a bit warmer in the Mid-Atfantic
and cooler in the Interior Wesl.

Previous
e Not quite as cool in the

Interior West

Slightly cooler OH Valiey

The changes were more subtle in our September oullook, with slightly
tess overage of below normal temps in the Greal Basin and the North-
em Plains, and slightly less warmth in the Midwest, As mentioned in the
August section, we're heading further and further into an £f Nino in the
Pacific. With the peak of hurricane seasonr coming in the middle of Sep-
tember, we looked at the ENSO analogs mentioned in our August 30-
Day outlook for answers, and those seasons had the following number
of named storms in August and Seplember:1965- 4, 1963- 7, 2006- 6,
1986- 6, and 2002- 11. All of those seasons started quietly as well, with
no more fhan two named storms by the end of July. Certainly there are
many more faclors to consider, but the ENSO analogs alone dont do
anything to discourage the notion that the slow start to the hurricane
season doesn't necessarly mean that the season will end quietly.

Aug PWCDD* Forecasts

304.0

Change: -1.0

*10Y Normal updated to 9908
10Y Normal* 315.9;

Aug 2009 Fest:

s

National Populalion-Weighted CDDs

*10Y Normal updated 1o 99-08
10Y Normal* 170.5
30Y Normal  165.7
Sep-2008 | 169.1

Nationai Poputation-Weighted CDDs

Sep PWCDD* Forecasts

166.5

Change: 0.5

Sep 2009 Fest:

MDA Earthsat Weather 6011 Executive Bivd., Suite 400, Rackville, MD 20852 Tel {240) 833 8300 Fax {(240) 833 8301
www.mdafederal.com/wx/  ©2009 |30-60 Day-Outlook, Version 2.1
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EarthSat’s 6-10 Day Forecdst-Pétdiled

Thursday, July 23, 2609
Forecaster: BH/AC
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Forecast Confidence: 7

Previous

L4 e

o

Forecast Confidence: 6

()

Today’s Forecast:
Northeast Trends Slightly Warmer

Abundant Cool Air Hovering Over Plains, Midwest
The Plains and central Rockies will be under the influence of a
cooler risk throughout the period as a trough fixed across the
center of the nation may provide more widespread much be-
lows currently portrayed. The Northeast now sees above nor-
mals reflected across the region during the early period. It
could still trend warmer early, but remains dependent on the
unsettled, wet weather still expected over the region. Califor-
nia trends cooler during the late period, and may still see con-
ditions cool down faster and stronger. Houston could fall to
below for a day late, but the coolest conditions will remain fur-
ther north.

Previous
TR I

Forecast Confidence: 7

Iy

Forecast Confidence: 5

A +3F to +4F BB A +5F to +7F BE MA +8F to +14F Ml SA +15 or Higher
B -3F to -4F B-5Fto-7F MM MB -8F to -14F BSE SB 15 or Lower

MDA Earthsat Weather 6011 Execulive Bivd,, Suite 400, Rockville, MD 20852 Tel {240) 833 8300 (backup: 301- 231-0664)
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2009 [Marming Basic-Page 3, Version 2.1)
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Gas Daily

Tuesday, July 21, 2009

WSI trims hurricane forecast, says season could be ‘unusually quiet’

WSI on Monday issued an update to its 2009 Atlantic hurricane forecast that calis for 10 named
storms and five hurricanes, two of which will develop into major storms of Category 3 strength or greater,
and said conditions could lead o an *unusually quiet” season.

The update marks a slight reduction from the 11 named storms, six hurricanes and two intense
hurricanes WS| predicted before the season began June 1. The private forecaster said it reduced its
projection because of the “unfavorable wind shear environment across the tropical Atlantic, which is
driven by the recent development of a new El Nifio event in the tropical Pacific.”

“The impacts of the EI Nifio event have emerged more quickly than originally expected, resulting in
reduced expectations for the upcoming season,” WS} said, adding that its 2009 forecast numbers remain
quite close to the long-term average of 9.8 named storms, six hurricanes and 2.5 intense hurricanes, but
are significantly lower than the numbers from the relatively active seasons of the past 15 years.

“Ocean temperatures in the tropical Atlantic remain quite cool relative to the temperatures during the last
15, more tropically active years,” WSI seasonal forecaster Todd Crawford said in a statement.

“Further, the new El Nifio event continues to strengthen, resulting in an unfavorable wind shear
environment across the tropical Atlantic. The early development of this enhanced wind shear along with
the relatively cool tropical Atfantic temperatures will almost certainly resuit in a less active season then
last year, and could potentially result in an unusually quiet season,” Crawford said.

"We have reduced our forecast numbers slightly to account for the impacts of the new El Nifio event, and
the fact there have been no early-season storms through mid-July.”

El Nifio, a phenomenon marked by a warming of surface sea temperatures in the tropical Pacific, can
work to limit the development of Atlantic hurricanes. — Jeff Barber
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Working Gas in Underground Storage, Lower 48

other formats: Sumymary IXT CSV

Stocks in billion cubic feet (8¢f) Historical Comparisons
East 1,467 1,411 56 1,299 12,9 1,345 9.1
West 442 443 -1 334 32.3 358 23.5
Producing 1,343 1,032 11 751 38.9 791 319
Total 2,952 2,886 66 2,384 23.8 2,494 i8.4

Notes and Definitions

Summary

Working gas in storage was 2,952 8cf as of Friday, July 17, 2009, according to EIA estimates. This represents a net
increase of 66 Bef from the previous week. Stocks were 568 Bcf higher than last year at this time and 458 Bcf above the

S-year average of 2,494 Bcf. In the East Region, stocks were 122 Bef above the 5-year average following net injections of
56 Bef. Stocks in the Producing Region were 252 B¢f above the 5-year av

erage of 791 Bef after a net Injectlon of 11 Bcf.

Stocks in the West Region were 84 Bcf above the 5-year average after a net drawdown of 1 Bcf. At 2,952 Bcf, total
working gas is above the 5-year historical range.

Note: The shaded area Indicates the range between the historical minimum and maximum values for the

Billion Cubic Feset

working Gas in Underground Storage Compared with 5-Year Range
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weekly series from 2004 through 2008.

Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report,” The dashed vertical lines Indicate
current and year-ago weekly periods,

0

http://www.eia.doe.gov/oil_gas/natural_gas/ngs/ngs.html

Data
History (XLS)

S-Year Averages, Maximum,
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(XLS)
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Gas Dalily

Thursday, July 23, 2009

Like US, Canada pushing up against storage limits

While much has been made of US gas storage supplies approaching record levels, the story is
much the same on the Canadian side of the border, where market observers say some facilities
will max out weeks before the injection season ends.

“The Canadian natural gas industry is facing a significant problem going forward to the start of the next
heating season in November,” First Energy Capital analyst Martin King said Wednesday, predicting that
western Canadian storage facilities could be effectively full by mid-August.

Facilities in that region were already more than B8% full by the end of June at 431 Bcf. Both Alberta and
British Columbia are holding at record levels for this time of year 333.2 Bef (nearly 93% full) and 68.2 Bef

{more than 81% full), respectively, the analyst said.

According to Canadian Enerdata, which surveys a select group of companies for a weekly
nationwide storage survey, facilities across Canada were at 73.8% of capacity as of July 10,
compared with 59.7% a year earlier and the five-year average of 68.5%.

King estimated that western Canadian storage “will reach effective full limits around 489 Bef by
early to mid-August or sooner.” As such, producers must increase their exports to the US, shut in
production, or both, he said,

Exports to the US have risen substantially in the last few weeks and “will likely remain elevated
near present levels” between 7.5 Bef/d and 8 Befld until the end of the current injection season,
King said. He pointed out that those exporfs “would simply allow US storage levels to rise just
that much faster and partly off- set some of the domestic supply losses that are occurring in the

us.”

To bring the market back into balance, western Canadian gas producers may have to shut in between
600,000 Mcf/d and 1 Bef/d from late August through October, “but only after facing severe price
weakness" at the AECO-NIT hub, according to King.

"Shutting in production is not a decision {0 be made lightly, given the potential for various
problems that can occur in terms of reservoir damage, tolliing agreements at processing plants
and pipelines, the simple lack of cash flow, as well as other issues,” the analyst said. As such,
“we suspect that some rather severe price pain will have to be inflicted on producers in order to

generate additional shut-in production.”

Meanwhile, analysts with Barclays Capital said late Tuesday that US storage appears on track to hit 3.93
Tcf by the beginning of November, "the highest ever and nearing storage capagity limits.”

Analysts with Société Générale predicted an even higher number, 4.02 Tcf, a level “that must result in
price cuts to force production cutbacks.”

The Barclays analysts pointed out, however, that storage will likely first “hit constraints in an individual
region, even if there is availability to store gas somewhere in the country.” The producing region, which
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has roughly 1.27 Tcf of storage capacity, will likely feel the strain first as it is currently holding 39.8%
above last year's levels and 31.3% above the five-year average.

Should any of the regions reach capacity, the analysts said, interruptible injections would be curtailed,
linepack would be extremely limited and utilities could issue operational flow orders that would impose
severe penalties for deliveries greater than consumption, That would force shut-ins of production
upstream of those constraints and cause cash prices in constrained producing basins to fall
"precipitously,” most fikely beginning in the East Texas markets.

But while storage constraints will affect cash prices most, “the risk posed by a full storage finish is enough

to keep prompt prices depressed through October and into November 2009," the Barclays analysts
maintained. “Perhaps 2008 will give the market a true read of storage capacity.” — Mefanie Tatum
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15 SRS Market Briefing

Table 1

Henry Hub Prices: History and Outlook
(nominaf US dailars per MMBtu}

2005 2006 2007 2008 2008

January 6.17 8.76 6.33 7.93
February 6.09 762 806 846
March 6.91 6.88 7.10 934
April 719 7.09 7.57 10.11
May 6.47 623 764 11.24
June 717 68.26 740 12.61
July 757 6.05 621 1132
August 9.2 724 630 830
Septergber 1211 495 598 770

Qctober 1336 567 668 6.75
November 1028 732 7.01 6.62
December 12.98 6.83 7.08 579

Year average 8.80 6.74 695 8.85

Sources: IHS Gambridge Energy Research Associates; Platls Gas Daily historical data.
Excel tables are available in the North American Natural Gas Client Services area at iHSCERA com.

the current market outlook, IHS CERA has analyzed the impacts of a hot and a mild summer
in order to develop some uncertainty bands around the gas price.®

Stop us if you have heard this before: North American gas supply is stubbornly refusing to
fall at a rate commensurate with demand declines. Although the rig count has fallen below
the THS CERA--estimated level required to maintain a productive capacity of 55 billion cubic
feet (Bcf) per day for North America, the pace of the decline in rig activity has slowed in the
past two months. In the June 19 Baker Hughes report, the gas-directed rig count actually rose.
Given the incremental nature of production declines and ongoing production ramp-ups in key
unconventional plays, IHS CERA still expects a whiplash effect in 2011, as a solid economic
recovery boosts gas demand well beyond the ability of producers to increase supply in aggregate
in the short term. The now-established trend of producers’ drilling wells but not completing
them continues apace. An inventory of uncompleted wells could create a quasi-hidden reserve
of supply that can more rapidly be brought onstream when the economy recovers. It would
remove some of the whiplash potential from the market by effectively reducing the time lag
between the pickup in rig activity and the expansion of productive capacity. The gas-directed
rig count has still not fallen far enough, though we expect that it could fall further.

IHS CERA expects production to bottom out in mid-2010 at 51.3 Bef per day for the US Lower
48 and 65.5 Bcf per day for all of North America. In recent months, delays in liquefaction have
provided one of the few upward pressures on the market. IHS CERA estimates that liquefied
natural gas (LNG) imports into the United States will average 1.8 Bef per day in 2009, in line
with last month’s estimate. With further expansion of liquefaction capacity, LNG imports are
projected to surge to an average of 2.9 Bcef per day in 2010. This increase comes on the back
of new contracts for LNG into the Sabine Pass and Cameron terminals, as well as IHS CERA’s
outlook for major expansions in global liquefaction capacity in 2010. Project delays on the

*IHS CERA's price outlook js modeled on normal weather each and every month. For more information about the hot and
mild summer cases, see Summer 2009 Weather Sensitivities, below.

© 2009, Cambridgo Enorgy Rosparch Associates, Inc. No portfion of this report may be reproduced, reused, or otherwise distribuied in any form without prior written consent.
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Gas Daily

Friday, July 17, 2009

Analyst sees gas falling below $2/Mcf later this year

US gas prices should drop to $2/Mcf or lower later this year as storage capacity
limitations place more gas into an already oversupplied market, Benchmark analyst
Mark Gilman said Thursday in a conference cafl.

Gilman said producers will be forced to curtail some more drilling as storage
inventories approach 3.8 Tcf or higher, testing capacity limits. On Thursday, storage
stocks stood at 2.886 Tcf, 26% higher than this time last year and 19% above

the five-year average.

For 2010, Gilman said he expects prices to average between $3.50/Mcf and
$3.75/Mcf. Longer term, he lowered his long-standing $6/NMcf price assumpfion to
$5/Mcf because of the increasingly robust shale gas production and technoloqy that
has reduced marginal costs in shale plays to between $1.50/Mcf and $2/Mcf.

However, Gilman said his price estimates did not include speculators or “paper
market types,” which he believes accounted for the swings in the August NYMEX
gas futures contract over the past three days.

Gilman said his pricing model assumes that 2009 production will decline by
5.5%, followed by a 2.3% increase in production in 2010.

However, he noted that using old rig count formulas would no longer work in
estimating production volumes since nonconventional wells have a higher productivity
rate than older, conventional wells.

Additionally, he said liquefied natural gas imports will rise this year with a 33%
increase in global liquefaction capacity. “As the US is the market of last resort, it will
be the recipient of an incremental portion of this capacity,” he said. "High-priced
foreign markets will no longer, on arbitrage, diverl it away from us.” — Chery! Buchta
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Gas Daily

Friday, July 10, 2009

Analyst: Prices could return to $7 assuming quick economic recovery

Gas prices could rebound to $7/MMBtu if the US economy recovers over the next year, analyst Kevin
Petak said Thursday.

"Gas demand is down, but not out," Petak told an audience of industry officials at the Colorado Oil & Gas
Association's annual meeting in Denver.

Petak, vice president for gas market modeting at Arlington, Virginia-based consulting firm ICF
International, said prices are likely to bounce back due to a combination of declining productive
capacity and resurgent demand. He said a rebound is simply "a question of when and how much.”

Over the longer term, Petak said gas consumption should grow as the economy stabilizes and
demand from power generators rises. But the gas industry will be walking a tightrope, he maintained,
with producers having to accept prices low enough to encourage demand but high enough to spur
continued drilling.

“Unconventional gas production is a game-changer,” Petak said, adding that growing shale gas
volumes may actually keep liquefied natural gas impotrts at bay and negate the need for an Alaska
pipeline. “Shale can knock those supplies off the market,” he said. “LNG becomes less and less
important as shale grows.”

Petak told the COGA audience that when it comes to climate change and carbon policy, gas companies
want laws “that have some bite in them.”

Higher prices for carbon emissions create a “sweet spot” for gas in power generation, he said. Below
$15/ton, coal stays cheaper than gas, but between $15/ton and $55/ton, gas becomes the fuel of choice

for producing new electricity, he explained.

“The power sector will get the biggest bite of emissions reduction. That's good for gas,” Petak said,
projecting that gas’ share of the power-generation market will grow to about 30% in 2020 from the current
20%. “The key is underlying electric load growth,” he said.

Gas industry officials need to publicly emphasize that gas-fired power plants are easier and cheaper to
site and build, produce lower emissions and can cycle on and off to back up wind and solar power,
according to Petak. — Bill Holland

23



Case No. 2008-175
Attachment A
Page 94 of 306

Gas Dally

Friday, July 17, 2009

Prices poised to start rebounding next winter, Goldman predicts

A manufacturing-sector recovery coupled with sharp cuts in drilling by US producers will
form the base for a gas price rebound starting this winter, the commodities
team at Goldman Sachs said Thursday.

“We believe that a combination of a global rebound in manufacturing, record low liquefied natural
gas capacify utilization, coal-to-gas substifution by utilities and a sharp drop-off in US drilling will
begin to rebalance the US and global natural gas markets during the upcoming winter,” Goldman
said,

The firm noted that drilling activity is well below the level needed to keep production flat. As a
result, “decline rates should begin to set in by next summer at the same time as the global natural gas
market rebalances,” Goldman said. “To balance the US market, drilling will likely have to increase,
and we believe that prices next summer below $5.50/MMBtu are not sufficient to incentivize such
drilling, as the costs for most marginal projects are in the $5.50/MMBtu to $7.50/MMBtu range.” —
Bilt Holland
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Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08

Average
2008

Summer
2008

Winter 2008-
2009

()

Hedging Meeting 7-23-09.xism

Enerqy Information Administration

8.01
8.51
9.46
10.18
11.32
12.68
1111
8.26
7.65
6.74
6.67
5.82

$ 8.868

$ 9.706

$ 5.240

Henry Hub Pricing

Per MiMbtu

July 7, 2009 Release

Jan-09 5.24
Feb-09 4.51
Mar-08 3.96
Apr-09 3.52
May-09 3.84
Jun-09 38
Jul-09 3.75
Aug-09 3.72
Sep-09 3.81
Oct-09 3.7
Nov-09 4.47
Dec-09 4.86
Average
2009 S 4.098
Summer
2009 $ 3.734
Winter 2009-
2010 $ 5.266
25
712212009
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Jun-10
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Aug-10
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Average
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5.59
5.68
573
5.68
5.57
5.47
5.42
5.54
565
5.82
6.28
6.61

$ 5.753

$ 5.593

EIA Prices
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Short-Term Energy Outlook

July 7, 2009 Release
(Nex1 Update: August 11, 2009)

Natural Gas

Consumption. Total natural gas consumption is projected to decline by 2.3 percent in 2009 and remain
unchanged in 2010. Poor economic conditions are expected to prolong the current sfump in natural gas
demand over the coming months, led by an 8.2-percent drop among industrial users in 2009, While
consumption is expected to fall in the residential and commercial sectors as well this year, competitive
natural gas prices relative to coal are projected to lead to a 2.4-percent increase in electric power sector
consumption in 2009. Slight consumption increases in the residential, commercial, and industrial sectors next year
are expected to result from the projected economic recovery. Natural gas consumption in the efectric power sector is
expected to decline by 1 percent in 2010 as natural gas prices rise and coal regains a larger share of the baseload
generation mix.

Production and Imports. Total U.S. marketed natural gas production is expected to decline by 0.6 percentin
2009 and by 2.9 percent in 2010. As both consumption and prices have waned amid the recent economic

downturn, natural gas producers have responded with a dramatic reduction in drilling activities. According to
Baker Hughes, total working natural gas rigs are now down 57 percent since September 2008. The resulting
production decline from the drop in rigs is expected to occur almost exclusively in the Lower-48 non-Gulf of Mexico
(GOM) region during the second haif of this year. While the drop in natural gas drilling rigs is expected fo result
in lower natural gas production in 2019, recent improvements in drilling technology have lowered costs,
reduced drilling time, and increased well productivity. These factors should improve the responsiveness of
producers to changes in demand, limiting the extent of sustained upward price movements through the forecast
period.

Global Crude Oil and Liquid Fuels

Overview. Crude oil prices rose in June for the fourth consecutive month, in part because of stronger-than-
anticipated global economic aclivity, primarily in Asia. Market sentiment continues to reflect expectations of an
economic recovery and a future rebound in_oil demand that are outweighing weak current oil consumption
and high inventory levels, Continued production restraint by members of the Organization of the Petroleum

Exporting Gountries (OPEC) and unrest in fran and Nigeria, respectively OPEC's second- and seventh-biggest oil
producers, are also supporting prices. The downside price risks of this forecast are a delayed or weaker-than-
expected global economic recovery, ample global surplus production capacily, and high commercial inventories.
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
August 26, 2009

Page
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Pressure

Weather

NOAA predicting above average lemperatures for Dec 2009--Feb. 2010
Long Term Forecast (Dec 09—Feb 10) L Long {for most of the continentat United States wilh below normal temperalures 14
in the south-easlern/central slates.

September predicted to be 1.9% warmer than 10 year normal and

Oclober is predicted 1o be 2.8% warmer than 10 year normal. 15, 154

Mid Term Forecast (30-60 days) - | Long

Below and Much below temperatures moving from central slates
Short Term Forecast (6-10 days) “—¥% | Shorl |eastward. Followed by above temperatures moving from west to central 16
portions of 1he country.

Tropical Storm Activily ‘ Long {No activily al this time that would threaten the production areas.

Storage Inventory

EiA Weekly Storage Report Long {Storage levels are al 3.204 TCF which is 21.3% higher than las! year and 17,18

19.1% higher than the 5 year average.

i Storage injections for the week ending August 14th were 52 BCF.

Industry Publications

Cambri E i . .

bridge n_ergy Research Associates l GERA projects the Henry Hub price to average _:'Ef MMBLu for
Summer 2009: Long . . ] 19
Winter 2009/10: 2009, with September and Oclober prices below Elper MMBtu.

“We remain bearish on cash prices through the remainder of the 2009
Gas Daily ‘ Shor |storage season”.. “we expect that the lowest cash prices of the year are 20
not behind us, bul ahead.”

While gas market fundamentals conlinue to be bearish in the short term,
Gas Daily f Long |analysts indicated this week that they are raising their hopes for a 21,22
turnaround in 2010.

The unceriainly about how much gas can be put into storage and many
other factors make it difficult to predict whether prices will fall 23 24
lower". . “from a fundamentals perspeclive, one could argue prices for the !
healing season should fall further”.

Gas Daily ¢ Long

S&P predicts that Henry Hub futures prices will average $3.75 per MMBtu 31,32

Gas Daily l Long for the rest of the year and $4.50 per MMBtu next year.

Government Agencies

The Henry Hub price is expected lo increase from an average of $3.813 25

Energy Information Administration
l per MMBtu in 2009 {o an average of $5.319 per MMBtu in 2010

Summer 2009 : $3.430
Winter 2009/10: $4.696

Long

Technical Analysis

Winter 2009:10 Strip Chart <—» | Short [Closed at $5.16. 26
Summer 2010 Strip Charl 4~ | Short |Ciosed al $5.72. 27
Economy

EIA: Natural gas consumption is projected to decline by 2.6% in 2009 and

increase by 0.5% in 2010. The assumption of improved economic

Demand T Long conditions in 2010 is the primary faclor leading lo projected demand 28, 29
increases in the residential, commercial, and industrial sectors next year,

EIA: Total U.S_markeled nalural gas production is expected to remain flat

in 2009 and fall by 2.8% in 2010. Data for March through May 2008
Supply T Long {suggest that the decline in drilling has begun to reduce marketed
production in the lower-48 non Guif of Mexico region,

28,29

Crude oil prices continue to be very volatile. E!A expects WTI crude oil to
Qil Market Long |stay flat at an average of $70 per barrell in the 4th quarter of 2009, an 28, 29
increase of $27 compared lo the 1st quarer of the year.

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm

Attendees: Jeff Kem, Jim Henning, Pally Walker, Mike Brumback, Mitch Martin, Joachim Fischesser, Steve Niederbaumer

Discussed market fundamentals including weather (fack of hurricane activity), storage inventory lavels, CERA and EIA forecasts for the Winter
2009/10 and Summer 2010, 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 DEO and DEK's hedging program to date.
Significant discussion look place around the record storage level and the impact on prices as well as the spread between prompt month and
Winter 09710 and Summer 2010 NYMEX prices. Based on these factors, a decision was made to hedge additional volumes for the Summer 2011
and Winter 11/12.
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Case No. 2008-175

Attachment A
Page 104 of 30

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Dale Next Target (10/31/09)
Delivery Supply Total Required  Allowed
Month Dih/mo Dth/day Dth/mo dthiday dth/day

Apr-09
May-09
Jun-09

Jul-09

Aug-09
Sep-09

Oct-09
Summer 2008

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

Excluding Storage Gas
including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10

Jul-10

Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10
Dec-10

Jan-11

Feb-11
Mar-11
Winter 10/11 ‘ .
Target Levels By Qctober 31, 2009

Apr-11
May-11
Jun-11

Jul-11

Aug-11
Sep-11

Oct-11
Summer 2011 )
Target Levels By March 31, 2010

Nov-11
Dec-11

Jan-12

Feb-12
Mar-12
Winter 11/12 . : L
Target Levels By October 31, 2009

/0
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Case No. 2008-175
Attachment A
Duke Energy Kentucky Page 1050f306

Hedging Program for 2009/10
Cost Averaging with ﬁColumbia Guif Mainline

Total 3 Month Total {ocked in
Amount Dec-09 Jan-10 Feb-10 Strip Cost To Date

15-Jul
16-Jul
17-3ul
20-Jul
21-Jul
22-dul
23-Jul
24-Jul
27-Jul
28-Jut
29-Jul
30-Jul
31-Jul
3-Aug
4-Aug
5-Aug
6-Aug
7-Aug
10-Aug
11-Aug
12-Aug
13-Aug
14-Aug
17-Aug
18-Aug
19-Aug
20-Aug
21-Aug
24-Aug
25-Aug
26-Aug
27-Aug
28-Aug
31-Aug
1-Sep
2-Sep
3-Sep
4-Sep
8-8ep
9-Sep
10-Sep
11-Sep
14-Sep
18-Sep
16-Sep
17-Sep
18-Sep
21-Sep
22-Sep
23-Sep
24-Sep
25-Sep
28-Sep
29-Sep :
30-Sep purE—cy P — ey y ’

Total

Basis to Columbia Gulf Mainline
]Price to be paid for dth/day delivered Dec. 1, 2009 to Feh. 28, 2010:

/2




Case No. 2008-175
Attachment A
COMPARISON OF HISTORIC SPOT & PROJECTED'BRIGET 306
TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price
5-yr. avg. | Last Year CERA EIA NYMEX
{04/05-08/09) | (2008-2009) 25-Aug-09{ 11-Aug-09] 25-Aug-09
Sept | $7.31$8[39 $3.170 | $2.923
Oct | $7.55%747 $3.080 |  $3.337
Nov | $8.473647 $3.820 | $4.307
Dec | $8.313689 $4.220 $5.130
Jan_ | $7.36%6414 $5.030 |  $5.422
Feb | $6.8234.48 $5.160 $5.473
Mar | $6.79$4.06 $5.250 | $5.473
Apr_ | $7.063363 $5.190 $5.446
May | $7.21$332 $5.130 $5.509
June | $7.0283.54 $5.050 |  $5.610
July | $7.373395 $5.020 $5.730
Aug $6.68$338 $5.150 $5.825
12 Month Avg  $7.33$5.14 $4.606 $5.015
Summer Average $4.541 $4.911
Winter Average $4.696 $5.161
$9.00
$8.00
$7.00
$6.00
$5.00
$4.00
$3.00 1SS
Sept Oct Nov Dec Jan Feb Mar Apr May June July Aug B
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EarthSat Weather

Case No. 2008-175
Attachiment A

SHIMDA FarthSat’s 30-60 Day@®utlook

Wednesday, August 19, 2009
Forecaster: SS/BH/TH

}

5,

ﬁ%ﬁ Departure from 30-year normal (°F
& .gé,.e Ao 4"‘ &aﬁu" gAY .
7 X8 s 'V\; ;: :‘% - n “

O

%

{[C3+0.1to +0.4 fE+1.0to +1.4
Eg+1.510+1.9 [§+20to+24 e

-1.5t0 -1.9

o

Departure from 30-year normal {°F})

0.5t0-0.9 EE1.0t0-14

-2.0t0 -2.4 <-2.5

No changes

Still cool in the West

No changes were made to the forecast this week. Given the sudden uptick
in tropical aclivity over the past week, this week we're going to focus on the
potentiat for tropical activily in September - the normal peak of hurricane
season. We look a fook at some of the preferred ENSO analog years o
see how the lropics performed in those years. 2004 is a very interesting
analog for its number of similarities that it shares with 2009, #t had a very
similar ENSO patlern, a similar US temperature pattem for the summer
through August 15, and the previous 3-month precipitation from today's
date was similar as well. That year also started out slow with the first
named storm occurring at the beginning of Augus!. It ended up being a very
active season with 15 named storms, @ hurricanes, and four storms
(Charley, Frances, ivan, and Jeanne) that were all retired because of the
damage that they caused. That's nol to say that this season will come close
to that {we are not forgcasting that), but it's an interesling comparison.

{he Northeast

s
Slight cool changes in the Mid-
continent

Warm changes in the West

A few minor fweaks were made to the forecast which were mostly due to
changes in the NAQ and ENSO numbers. The West was warmed slightly,
and warmth was scaled back sfightly across the Midwest. This week we'lt
lake a ook al how the ENSO may affedt the October weather. The latest
weekly number put the temperature anomaly in the ENSO 3.4 region of the
Pacific 3l +0.7C. The SSTs are expecled to trend warmer likely putling us in
a high end weak or low end moderate episode by winter. Qur LongCast
outlook takes 10 of the closest analog years 1o the cumrent ENSO trend and
weights them based on how close they are {o the cur- s
rent trend. The top four years right now are 2006, 1963, P
2004 (ihe year discussed in the Sept outlook), and
1986. Using DynaCas\, we produced the map {o the
right for Oclober, which agrees rather wefl with our
forecast though i's a bit warmer in the Southeast and

Sep PWCDD* Forecasts *10Y Normal updated to 99-08
10Y Normal*] 170.5)
Sep 2009 Fest: | 167, 3 |30V Normal | 165.7

Sep2008 | 169.3

i

Change: 0.0
g National Poputation-Welghted CODS

Oct GWHDD* Forecasts

Oct 2009 Fest:

Change: +0.3

*10Y Normal updated to 99-08
10Y Normai* 279.5)

2713 a0 Norma |

Oct-2008

g
1
1
1

Nationat Gas-Weighted HODs

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax (240) 833 8301
www.mdafederal.com/wx/  ©2009 {30-60 Day-Outlook, Version 2.1}
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Gas Dalily

Wednesday, August 26, 2009

Forecaster calls for warm autumn, cold start to winter in most regions

Private forecaster WSI said Tuesday that most of the US can expect warmer-than-normal
weather through October while early indicators point to the possibility of a colder-than-
normal start to winter.

“The pattern that resulted in a record cold July in many eastern US locations has finally abated,”
said WSI seasonal forecaster Todd Crawford. “We expect the warmer pattern to continue in
September, with the exception of the Southeast, where conditions will likely be cooler and
wetter than normal. By October and November, the impacts from the current El Nifio event
will begin to take hold with increased chances of cold temperatures across much of the

eastern US.”

The pattern for the upcoming winter “will depend strongly on the evolution of this El
Nifio event during the next few months. A weaker event centered farther east in the
tropical Pacific will more likely enable a cold winter in much of the eastern US, while a
stronger and more westcentered event would increase the odds of a very mild winter in
the Northeast,” Crawford added. “We currently favor slightly the former, colder idea, but

with very high uncertainty at this point.”

The weather should push cooling demand higher in the early fall, but continued slack industrial
demand should offset that and keep gas prices fow, predicted analysts at Energy Security
Analysis Inc. in accompanying market commentary.

By November, when cooler weather is forecast everywhere except the West, the scenario
should be more bullish, with power prices supported by firmer spot gas prices and stronger peak
loads, ESAl added. -— Stephanie Seay



Case No. 2008-175
Attachment A

SIMDA EarthSals 6-10 Day Forecast-Detsiled
; Tuesday, August 25, 2009

EarthSat Weather
Forecaster: BH/AC

T bt

Today’s Forecast:
Much Belows Spread Across Plains, Midwest
Ridge In Interior West Moves Towards Upper MW Late

Models are trending into betler agreement today on the stronger
cool air diving into the Midwest and South for the period. De-
spite the much belows that are projected, cooler conditions could
still appear across these regions. The West is a little trickier
overall. Late in the period, the timing of a trough should dictate
how cool it gets along the West Coast. Should it move in faster,
cooler conditions will occur in these areas. As a result of this
trough advancing in, the ridge in the Interior West early in the
period shifts more eastward and may provide a warmer than
forecasted setup across the Upper Midwest and Northern Plains
by the last day or two of the period.

Eestalt Monuay o/31
e S TNt
)i 3

Previous
R

Forecast Confidence: 6 Forecast Confidence: 5
T A +3F to +4F B A +5F to +7F BRI MA +8F to +14F BB SA +15 or Higher
B -3F to -4F B -5F to -7F M MB -8F to -14F KRl SB -15 or Lower ( N

MDA Earthsal Weather 6011 Executive Bivd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 {backup: 301- 231-0664)
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2009 {Morning Basic-Page 3, Version 2.1]
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Weekly Naturat Gas Storage Report Case No. 2008-17538¢ | 01 1
@i(ﬁ Energy Information Administration [ Attachregyay
i Official Encrgy Statistics from the .S Government G;stag,‘lge 111 0f 306

ifome » Natucai Gas - Weekly Natural Gas Slorage Repon

Release Schedule

Weekly Natural Gas Storage Report Sign Up for Emali Ypdates

sedt August 20, 2009 at 10230 A M {eastern time) for the Week Ending August 14, 2008
Release: August 27. 2009

Working Gas in Underground Storage, Lower 48 other formats: Summary TXT C3Y
j ’ Stocks in billion cublc feet (Bef) Historical Comparisons Data
Region 08/14709 08707709 Change Yecar Age (08/314/08) 5-Year (2004-2008) Average History (XLS)
Stocks (Bcf) % Change Stocks (Bcl) °/o Change 5-v A Maxi
-Year Averages, Maximum,
East 1,681 1,635 46 1,530 9.9 1,519 10.7 Minimum, and Year-Ago Stocks
West 449 444 5 362 24.0 374 20.1 (xts)
Refer
producing 1,074 1,073 1 750 43.2 799 34.4 ences
. Methodology
204 3,15 s .
Yotat 3, 3,152 52 2,642 21.3 2691 9.1 Differences Between Manthly
and Weekly Data

Notes and Definitions

Revision Policy
Related tinks

Summary
Working gas in storage was 3,204 Bcf as of Friday, August 14, 2009, according to EIA estimates, This represents a net Storage Basics
increase of 52 B¢f from the previous week. Stocks were 562 Bcf higher than last year at this time and 513 Bcf above the Natural Gas Weekly Update

S-year average of 2,691 Bef. In the East Reglon, stocks were 162 Bcf above the 5-year average following net Injections of
46 Bef. Stocks in the Producing Region were 275 Bcf above the 5-year average of 799 Bcf after a net injection of 1 Bcf.

Natural Gas Navigator

Stocks in the West Region were 75 Bcf above the S-year average after a net additlon of 5 Bef. At 3,204 Bcf, total working
gas is above the 5-year historical range.

.

()

Working Gas in Underground Storage Compared with 5-Year Range

3,600 3,500
3,200 4 /4 3200
2,800 - 2600
¥ 2400 - 2,400
e
(2]
£ 2p00 2,000
8
2 1500 1,600
O
£ 1200 1,200
800 : 800
400 1 : ‘ 400
0 . r . Y . . . —t 0
5 5 8 3 8 8 8 8 3
3 b g & 3 B g 5 3
> Q - 2 = o g 2 -

Note: The shaded area indicates the range between the historlcal minimum and maximum values for the
weekly series from 2004 through 2008,
Source: Form EIA-912, “Weekly Underground Natural Gas Sterage Report.” The dashed vertical lines Indicate
current and year-ago weelly periods.
Privacy/Security | Accessibllity | Copyright & Reuse o Contact Us | Feedback | Careers | About EIA

Fedstats j USA.gov | Department of Energy
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Gas Dalily

Friday, August 21, 2009
Storage tops 3.2 Tcf with 2'2 months left in season

The Energy Information Administration on Thursday reported a 52-Bcf injection to
storage for the week ending August 14, boosting the nation's inventories to 3.204 Tcf
with 2%z months remaining in the traditional refill season.

The build was below both the year-ago level and five-year average, but that didn't stop
the front-month NYMEX gas futures contract from settling below $3/MMBtu for the first

time in seven years.

In the same week of 2008, EIA reported 2.642 Tcf in storage. As a result, the surplus
from a year ago shrank to 562 Bcf from 592 Bcf last week, while the surplus over the
five-year average of 2.691 Tcf narrowed to 513 Bef from 517 Bef.

Stephen Smith, president of Stephen Smith Energy Associates, said there was a
lot of hot, sticky weather in the Northeast last week that bolstered demand and
kept gas out of storage. He also cited ANR Pipeline’s shut-in following the August
5 explosion at High Island Offshore System gas platform in the Gulif of Mexico,
which took about 250,000 Mcf/d offline.

Despite the lower-than-expected build, storage levels are still 21% higher than last
year and 19% above the five-year average. “It seems to me that we are still on track for
a very big peak in storage,” Smith said. “And with gas below $3/MMBtu in the first
time in a long time, we are just facing what now appears to be an unavoidable

crunch.”

“Clearly as we press on past records, system pressures will increase, forcing
curtailments and/or shut-ins,” said analysts at Stifel Nicolaus. “The next few weeks will

be instructive regarding just how much additional capacity actually exists in the
producing region, which has implications for the entire US."

Tim Evans, an analyst at Citi Futures Perspective, said it is still unclear whether the
last two weekly builds, which were slightly below consensus expectations,
indicate that the supply/demand balance is finally shifting due to the drastic cuts

in drilling rigs.

“I continue to look for a transition to a tighter balance,” he said, noting that the smaller
injections might be due more to the US’s failure to attract as many liquefied natural gas

cargoes as expected.
- Stephanie Seay, Cheryl Buchta

/&
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AUGUST &5 2t

IHS CEEA Monthly Briefing

Table 1

Henry Hub Prices: History and Outlook
{nominal US dollars per MMBtu)

2006 2006 2007

January 6.17 876 6.33
February 609 762 8.06
March 6.91 6.88 7.10
April 719  7.09 757
May 647 623 764
June 717 626 740
July 7.57 6.05 6.21
August 9.29 7.24 6.30
September  12.11 495 598
October 13.36 567 668

November 10.29 732 7.01
December 12.98 683 7.08

Year average 8.80 674 6.95

Sources: {HS Cambridge Energy Research Associates; Platts Gas Daily historical data.
Excel tables are available in the North American Natural Gas Client Services area at IHSCERA.com.

is unlikely to offer a strong market for gas in the coming months, as IHS CERA’s analysis of
North American power markets suggests that the 2007 level of electricity demand will not be
matched unul 2011.*

In these final months of the injection season, it is now all but inevitable that storage inventories
will be a catalyst for a significant dropoff in prices. The falling rig count (down approximately
60 percent from last September’s high) indicates a collective effort to counteract a loosened
supply-demand balance. However, given the productivity of key unconventional plays where
drilling activity has been sustained, production levels have declined at a more measured pace
than demand, and the excess supplies have pushed up storage inventories. Most of the bullish
signals in the market have been transitory: a colder-than-normal period across some regions in
late winter, a rally in prices in sympathy with rising oil prices.

IHS CERA now believes that the North American market is facing production curtailments not
only for fall 2009 but for fall 2010 as well. The implications are significant: despite the cushion
for demand provided by gas displacement of coal for power generation (a cushion which typically
grows as gas prices retreat further), the market could well find itself in a similar position for a
brief period next fall. This expectation rests upon IHS Global Insight’s projections for relatively
tepid US gross domestic product (GDP) growth in 2010 (approximately 1.5 percent) as well as
additional volumes of LNG expected for 2010. We have for months reiterated the increasing
likelihood of a “hard stop” in production this fall. The prospect for more of the same in 2010
is a signpost of just how great the potential for new supply is and just how uncertain the gas
demand outlook remains.

THS CERA expects the price at Henry Hub to average $3.44 per million British thermal units
(MMBtu) for August, falling to $2.90 in September. By October the price is projected to remain
near seven-year lows at $2.95 before bouncing back slightly with the approach of winter. For

/9

*See the THS CERA Data Tables and Figures North American Power Market Fundamentals, 2009-14.
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Gas Daily

Thursday, July 30, 2009

Barclays: Lowest cash prices of the year ‘are not behind us’

Spot gas prices will fall even further this fall despite cuts in supply, analysts at Barclays
Capital said late Tuesday, contrary to the seemingly bullish signals coming
from the gas storage market.

“Despite shrinking storage injections, we expect storage to reach record levels by the
end of the injection season,” analysts James Crandall, Biliana Pehlivanova
and Michael Zenker said in their weekly natural gas note.

“We remain bearish on cash prices through the remainder of the 2009 storage
injection season,” they said. “Indeed, we expect that the lowest cash prices of the
year are not behind us, but ahead.”

They said four weeks of storage injections below the five-year average have
prompted some fraders and analysts to say the supply/demand balance is
tightening. But the Barclays team thinks demand hasn’t increased appreciably
and that more gas than needed is still flowing into the market.

Industrial demand has stayed flat, the team said, as the sector is using 12%, or 2.4
Bcf/d, less gas than a year ago. The production region, home to many of the country’s
petrochemical plants, continues to fill storage at the record pace seen earlier this year,
illustrating that demand weakness.

While slightly more gas is going to the power sector as a share of the market, the
analysts noted that electricity consumption is off 7% from its peak in 2007.

As for supply, the drop-off to date "has under-paced our estimates,” they said. “Non-
Energy Information Administration data sources further suggest that the supply
pullback has not been large thus far.”

Although “we do not dismiss the potential that the market reads a further
shrinking of storage injections as a bullish tightening of the market, we remain
convinced that the total amount of gas in storage, and particularly the likely
inventory levels in place in late October and early November, will place increasing
downward pressure on prices,” the Barclays team said. — Bill Holland

20
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Gas Daily

Wednesday, July 29, 2009

Analysts see 2010 price rebound as fundamentals shift

While gas market fundamentals continue to be bearish in the short term, analysts
indicated this week that they are raising their hopes for a turnaround in 2010.

“I think we've struck a less bearish chord ... and some ‘fixes’ have begun to take hold on both
sides of supply and demand,” Scott Speaker, natural gas strategist at JP Morgan, said on a
conference call Monday.

“We're actually a bit above the forward curve for {fourth-quarter] 2009 and for 2010,” Speaker
said. “We're starting to see tighter balances [in supply and demand] from the depths
seen in February and March,”

Most of the supply-side tightening has occurred as producers have been voluntarily
curtailing production, while low prices kept liquefied natural gas from replacing much of
the lost production, he noted.

‘ Just as important, Speaker said, JP Morgan analysts are beqinning to see an uptick in

industrial demand and are adjusting their forecasts for 2010. At the peak of the recession,
“industrial natural gas use was down more than 3 Bcf/d. By the end of 2009 it will be down just
under 2 Bef/d and by 2010 it will be around 1.5 Bef/d" below 2008 levels.

Speaker cautioned that despite signs of life the market is still “fraught with risk.” “Some of the
supporttive elements — such as lower-than-expected deliveries of LNG and the replacement of
coal-fired power with gas — are temporary,” Speaker said, explaining that European gas
storage is beginning to fill, as are US coaf stockpiles. The US market can soon expect an uptick
in LNG imports to offset domestic production declines and coal to begin replacing gas, he

added.

Speaker also said Commodity Futures Trading Commission hearings this week on position
limits and speculation (see story, page 1), could add some short-term downward pressure as
such discussions "do tend to spook the market. And if there is a mass exodus of investors, there
could be some disconnect {in pricing].”

But gas storage remains the main downside risk factor, Speaker said. Because working
gas invenfories in some parts of the country will likely fill by September, JP Morgan
analysts believe the NYMEX prompt-month contract could fall further until winter demand

arrives.

He added, however, that storage levels are a bit lower than had been anticipated three months
ago. “We were expecting 3.3 Tcf by the week ending August 7, but now we're adding a week ...
though we're still pointed towards an almost 575 Bcf year-on-year surplus.”
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Likewise, analysts at consultant Ernst & Young said they are cautiously hopeful of a
price turnaround as early as the end of September.

“While recovery will be slow and gradual, there is a great deal more optimism in the markets
going into the third quarter, and that is reflected in oil and gas industry activity,” Marcela
Donadio, industry leader for E&Y’s Americas oil and gas segment, said in a statement Monday.
“Major players in the energy industry are preparing for the upturn ”

Oil prices have bounced off their lows to climb as high as $70/barrel, running roughly $20/barrel
to $25/barrel above what market demand would have appeared to support, despite relatively
weak demand and no substantive changes in production, the consultant said. But at the same
time, "natural gas prices have continued the downward march.”

When commodity prices collapsed late last year, gas and oil prices were aligned in the
$30/barrel of oil equivalent range, E&Y explained. But now, oil prices are holding at
“approximately three times the value of natural gas,” which is hovering around $3.50/MMBtu
thanks to lingering economic difficulties and associated weakness in demand.

One area in which the tepid economy appears to have had little impact is the merger-and-
acquisition sector, in which deal activity is down only slightly from the first half of 2008, and the
value of transactions "was only about 7.5% lower than the first half of 2008 when commodity
prices were twice as high,” E&Y noted. — Joshua Starnes, Melanie Tatum
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Gas Daily

Tuesday, August 25, 2009

Cold winter could push gas prices past $5 mark: analyst

Though US gas storage facilities are filling at an unprecedented rate and putting
increasing downward pressure on gas prices, the potential still exists for prices
this winter to surpass the $5.00/MMBtu mark, according to the latest analysis from
Strategic Energy and Economic Research in Massachusetts. :

“The uncertainty about how much gas can be put in storage and many other
factors make it difficult to predict whether prices will fall lower,” SEER Vice
President Ron Denhardt said. But from a fundamentals perspective, “one couid
argue prices for the heating season should fall further.”

Denhardt predicted that storage could push as high as 3.9 Tef by the end of October
and, assuming normal weather, should end the heating season at around 1.865 Tcf.

Due in part to their traditional position above 1% residual fuel oil during the heating
season, Henry Hub gas prices should average about $5.50/MMBtu, thanks in part to a
likely stronger crude oil market boosting resid prices.

Nevertheless, the potential for colder-than-normal weather this winter leaves some
room to the upside, the analyst noted. Should this winter bring 10% more heating
degree-days than normal, Henry Hub prices could average $7.75/MMBtu during
the heating season. On the other hand, if heating degree-days are 10% below
normal, prices could average $3.25/NIMBtu.

Those prices also assume “significant declines in US production” of about 4.7%, or 2.7
Bcf/d, below last year. The increasing push toward shale gas production should make
the shutting-in process easier, as “the economics of shutting in natural gas production in
shale are much better than most production because the pressure builds up when the
well is shut in,” Denhardt said. “Consequently, a significant portion of the delayed
production can be produced when desired.”

At the same time, liquefied natural gas imports are likely to grow only 500,000 Mcf/d.
"LNG production in 2009 has been well below our expectations and all other projections

we have seen,” Denhardt noted.

Despite the global addition of substantial liquefaction capacity, production problems in
Algeria and Nigeria have reduced supply by a combined 1.7 Bcef/d. Moreover, Europe
has been importing more LNG in part to make up for a drop in Russian production, a

trend which might continue for some time. "UK forward prices are substantially higher
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than US prices through the coming heating season,” the analyst explained. "This
suggests that Europe may continue to be a major destination of LNG imports.”

The potential for hurricane-linked disruptions to US production also exists, which would
present another potential boost to gas prices. Though storm activity has fallen well
below normal levels so far this year, Denhardt noted, “it only takes one major storm to
dramatically shift the market.” — Melfanie Tatum
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Short-Term Energy Outlook

August 11, 2009 Release
{Next Update: September 9, 2009 Wednesday)

Natural Gas Consumption. EIA projects total U.S. natural gas consumption will
decline by 2.6 percent in 2009 and increase by 0.5 percent in 2010. Despite some
recent signs of economic stability, the severe contraction during the first half of
the year contributed to an estimated 3.8-percent decline in daily average natural
gas consumption compared with consumption during the first half of 2008. The
decline in natural gas use during this period was driven principally by a drop in industrial
activity, reflected in the 17-percent year-over-year decline in the natural-gas-weighted
industrial production index during the first half of the year. Natural gas prices have
declined to the point where they now compete against coal for a share of the
baseload generation in the electric power sector. Consequently, natural gas
consumption in the electric power sector is expected to increase by 2 percent in 2009.
The assumption of improved economic conditions in 2010 is the primary factor leading
to projected demand increases in the residential, commercial, and industrial sectors
next year. However, the expectation of higher natural gas prices and lower coal
prices in 2010 likely will lead to a slight reduction in natural gas consumption in

the electric power secfor.

Natural Gas Supply. We expect total U.S. marketed natural gas production to stay
flat in 2009 and decrease by 2.8 percent in 2010. The outlook for production is
conditioned on the current low price environment that has brought about a significant
pullback in drilling activities. According to Baker-Hughes, total working natural gas rigs
have now declined by 58 percent since September 2008. Data for March through
May 2009 suqggest that the decline in drilling has begun to reduce marketed
production in the lower-48 non-Gulf of Mexico (GOM) region. While the monthly
average rate of decline was about 0.3 billion cubic feet per day (Bcfl/d) during
those 3 months, production is expected to decrease at a faster pace through the
remainder of 2009 with some curtailments from existing production expected,
Federal GOM production is expected to increase by 3.3 percent in 2009 in part because
recovery from damage sustained during last year’s hurricane season and the lower
expected incidence of hurricane activity this year. Although drilling activity is expected
to pick up early next year, the lagged affect of reduced drilling this year is expected fo
lead to lower production in all regions outside Alaska. Alaska natural gas production is
expected to remain near current levels through the forecast.

We expect U.S. liquefied natural gas (LNG) imports to increase to about 500 billion
cubic feet (Bcf) in 2009, up from 352 Bcf in 2008, and rise to about 740 Bcf in 2010.
While increasing over 2008 levels, U.S. LNG import growth this year has been
constrained because of increased LNG demand in Europe and delays and maintenance
to new and existing LNG liquefaction capacity. With limited natural gas storage
availability, recent data suggest that European inventory levels are now nearing
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capacity. As a result, LNG shipments may be redirected to U.S. ports in the coming
months as prices in the European market become less attractive to LNG suppliers. A
similar scenario may also occur in Canada, with natural gas pipeline imports increasing
in the months ahead as Canadian storage facilities are topped off. An increase in U.S.
natural gas imports would fikely be balanced by larger-than-expected declines in
domestic natural gas production.

Global Crude Oil and Liquid Fuels

Global Petroleum Overview. The oil market continues to be defined by the
tension between optimism over the perceived recovery of the global economy on

the one hand and persistently weak global consumption of crude oil and other
liquid fuels on the other. There are indications that oil consumption could be
recovering outside of the Organization for Economic Cooperation and Development
(OECD). However, this has been somewhat offset by an erasion of compliance with
production cuts announced by the Organization of the Petroleum Exporting Countries
(OPEC). The rising level of global oif inventories when combined with weak current
consumption indicates overall weakness in the oil market. For example, U.S.
commercial crude oil and petroleum product stocks have increased for 5 straight
quarters for the first time since 1979-1980, and they are projected to increase again in
the third quarter of this year. As a result, the future level of oil prices wil largely depend
upon the timing and pace of the global economic recovery and the resultant impact on
global oil consumption that would tend to erode surplus stocks.
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Gas Daily

Wednesday, August 26, 2009

S&P slashes 2009 gas price forecast to $3.75

With industrial demand still weak and production cuts smaller than expected, Standard
& Poor’s Ratings Services said Tuesday it has lowered its gas price forecast for the
remainder of 2009 by 75 cents/MMBtu and its 2010 forecast by $1/MMBtu.

S&P predicted that Henry Hub futures prices will average $3.75/MMBtu for the
rest of this year and $4.50/MMBtu next year. It also raised its short-term outlook for
oil prices to $55/barrel for both 2009 and 2010.

“It is clear there has been a divergence in the direction of hydrocarbon prices,” S&P
said. “Because of poor industrial demand in North America and concerns about
oversupply, natural gas prices have continued their downward spiral. The price of crude
oil, however, has surged recently, reflecting a more optimistic outlook for the global
demand of transportation fuels.”

S&P noted that US gas production fell by about 1% in April and May while the rig
count has plummeted. “However, many wells that were drilled have not yet been
completed. Until this backlog is worked off, production declines could remain

relatively tepid.”

Those declines “could well be entirely offset by lower industrial demand,” which is down
about 15% year over year and accounts for about 30% of overall gas demand, the firm

noted.

Weather “could be a big contributing factor for the rest of 2009’s natural gas prices,”
S&P said. "If the weather [is] mild and industrial demand remains tepid, storage levels
will likely remain relatively high for the bulk of 2009, putting pressure on spot prices

throughout the year.”

As for industry cost structures, S&P said that while it believes some of the most
prolific shale plays can generate rates of return in the $4-$5/MMBtu range, most
US drilling opportunities require $6-$8/MMBtu prices to be worthwhile,

In addition, “sharp first-year production decline curves of more than 30% in the
US provide a natural correcting mechanism,” S&P said. Typical decline curves for
many of the unconventional plays, which are responsible for much of new
drilling, average 60% to 80%.
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S&P — like Platts, a division of The McGraw-Hill Companies — sees a bright future for
gas demand in the power-generation sector as environmental regulations and
increasing coal prices make gas the fuel of choice for new capacity.

The firm noted that “it is important to remember that our price deck is a

NYMEX price. By contrast, many natural gas producers sell at a discount to NYMEX
primarily due to location takeaway capacity. These discounts can be substantial

at times, but have tightened significantly during the last few quarters. For

example, basis differentials in the Rockies have narrowed to under $1/MMBtu

from over $3/MMBtu a year ago.” — Stephanie Seay
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Gas Commeercial Operations
Hedging Program
Market Indicators Summary
September 24, 2009

Price Page
}Pressure] Term ] Comments Ref
Weather
NOAA predicting above average temperatures for Dec. 2009--Feb. 2010
Long Term Forecast (Dec 09--Feb 10) l tong |for most of the continental United States with below normal lemperatures inf 13
the south-eastern/central slates.
. Qclober predicted 1o be 0.9% wasmer than 10 year normal and November
M tm F 30. D . " 4
id Te orecast (30-60 days) Long is predicted to be 2.3% warmer than 10 year normal. !
Much Above and Above in the West is being replaced with Below later in
Short Term F - - N X N ! ) 1
ort Term Forecast (5-10 days) Short the period. Below and Normal in the Mid-Continent for the period, s
Tropical Storm Activity l Long [No activity at this time that would threaten the production areas.
Storage inventory
Storage injections for the week ending September 11th were 66 BCF.
EIA Weekly Storage Repont l Long |Storage levels are at 3.458 TCF which is 16.7% higher than last year and 16, 17

16.4% higher than the 5 year average.

Industry Publications

Cambridge Energy Research Associates
Summer 2009: l Long 18
Winter 2009/10

Since early Sept when prices were at the lowesl levels since March 2002,
prices have rebounded to the $3.70s. "I don't think the market has any

Reuter's 1 Short |significant legs to the upside. We've very likely seen the bottom, but 19, 20
there's an awful lo! of overhang in supply that should keep prices in check.”

“We expect gas prices to remain volatile...and are likely to be at least 50%
Gas Daily 4 Long lhigher in 2010--bul will probably trade between $4 and $6/Mct for an 21
extended period of lime.”

Citing vast uncertainty about the impact of drilling cuts, the growth of the

Gas Daily b Long }LNG market and the pace of economic recovery two gas executives 22
refused to predict where gas prices are headed.
l The US gas market will be flush with supply from new shale plays for at
. least the next decade. "Most operators with good science and drilling 3
Cas Daily Long techniques can earn a 10% rate of relurn from shale plays even at prices 2
below $4Mcf,
Government Agencies
E Inf i istrati
nergy In orm‘ahon Administration l The Henry Hub price is expecled lo increase from an average of $3.545
Summer 2009: $3.477 Long | er MMBtu in 2008 to an average of $4.643 per MMBtU in 2010 2
Winter 2009/10: $4.002 pev n 0 an average pe ! "
Technical Analysis
Winter 2009-10 Strip Chart <« | Short |Closed at $5.25. 25
Summer 2010 Strip Charl “—* | Shodt [Closed at $5.76. 26
Economy
EJA: Natural gas consumption is projected to decline by 2 4% in 2008 and
Demand Lon rerain fial in 2010. The anticipated addition of new coal-fired capacity and 27
b ong rising natural gas prices limits significant increases in gas consumption by
electric generators.
EiA: Total U S. marketed natural gas production is expected to increase by
T 0.9% in 2009 and fall by 3.6% in 2010. The cument production trend
Supply Long |renects significant improvements in horizontal drilling technotogy and a

robust praduclivily from shale plays.

Crude oil prices continue fo be very volatile. EIA expects WTI crude oil to
Qil Market <« | Long {average about $70 per barrell in the 4th quarter of 2009, an increase of $27| 27
compared to the st guarier of the vear.

Meeting Minutes: 10th Floor North Conference Room - 2:30 pm
Aflendees: Jeff Kemn, Jim Henning, Mitch Martin, Steve Niederbaumer

Discussed market fundementals such as weather, slorage inventory levels, and economic factors such as supply and demand. Discussed the CERA
and EIA forecasts as well as analyst predictions concerning price expectations. in addition, discussed Winter and Summer Strip Charts based on

Technical Analysis. Discussed our current postions within Ohio and Kentucky hedging plans dging percentages will change November
1st. {n addition, discussed the rate on the Cost Averaging deals through September 22, Zoogm Discussed the resulls of the September 9,

1,000 dths/day on Coi Guif Mainline for Aprif 2011 to March 2012, Bids received were —
bid was accepted. Based on the review of this data it was determined not hedge additional volumes at this time.
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day

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

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10

Jul-10

Aug-10
Sep-10

Oct-10
Summer 2010
Target Levels By Marc

Nov-10
Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11
Target Levels By October 31, 2009

Apr-11
May-11
Jun-i1

Jul-11

Aug-11
Sep-11

Oct-11
Summer 2011

Targel Lovel By March 31, 2010 e ]

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

Winter 11/12
Target Levels By October 31, 2009
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Hedging Program for 2009/10
ﬁcmumbia Gulf Mainline

Cost Averaging with
Total 3 Month Total Locked in
Amount  Dec-09 Jan-10 Feb-10 Strip Cost To Date

15-Jul
16-Jul
17-Jul
20-Jul
21-Jul
22-Jul
23-Jui
24-Jul
27-Jul
28-Jul
29-Jul
30-Jul
31-Jul
3-Aug
4-Aug
5-Aug
6-Aug
7-Aug
10-Aug
11-Aug
12-Aug
13-Aug
14-Aug
17-Aug
18-Aug
19-Aug
20-Aug
21-Aug
24-Aug
25-Aug
26-Aug
27-Aug
28-Aug
31-Aug
1-Sep
2-Sep
3-Sep
4-Sep
8-Sep
9-Sep
10-Sep
11-8ep
14-Sep
15-Sep
16-Sep
17-Sep
18-Sep
21-Sep
22-Sep
23-Sep
24-Sep
25-Sep
28-Sep
29-Sep
30-Sep

Total

Basis to Columbia Gulf Mainline !!5 !§!!i!!

fﬁrice to be paid for 5,000 dth/day delivered Dec. 1, 2009 to Feb. 28, 2010:

/0
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Date of Bids:
Time of Bids:
Location:

Term:

Volume (dth/day)

Dominic Sung

Glenn Gaddy

Diego Molina

Gas Commercial Operations
l.ong Term Fixed Price
Bid Sheet

September 9, 2009
11:00 AM

Columbia Gulf Mainline
Apr 11 - Mar 12

6,000

Mainline Bid

(281) 366-4912 - /dth

(281) 293-3898 [-/dth
(713) 767-5345 ! dth

//
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TO CURRENT FUTURES PRICES

COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
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12 Montﬂh Avg

Hisloric Prices:
NYMEX Closing Price

§-yr. avg. | Last Year CERA EIA NYMEX
(04/05-08/09) { (2008-2009) 25-Aug-09| 9-Sep-09 |23-Sep-09

$7.55 $7.47 $2.250 $3.609

$8.47 $6.47 $2.970 $4.520

$8.31 $6.89 $3.620 $5.218
$7.36 $6.14 $4.280 $5.489
$6.82 $4.48 $4.590 $5.533
$6.79 $4.06 $4.550 $5.512
$7.06 $3.63 $4.500 $5.507
$7.21 $3.32 $4.450 $5.557
$7.02 $3.54 $4.410 $5.635
$7.37 $3.95 $4.360 $5.740
$6.68 $3.38 $4.310 $5.836
$6.87 $2.84 $4.410 $5.923
$7.29 $4.68 $4.058 $5.340
Summer Average $4.099 $5.401
Winter Average $4.002 $5.254

Hedged Prices

Ohio  Kentucky

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00
Qct

Nov Dec Jan Feb Mar

Apr May June July Aug Sepl
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THREE-MONTH OUTLDOK
TEMPERATURE PROBABILITY EC MEDNS EQUAL o o
2.5 MONTH LERD i HERNS RBOVE c
HRbE"s 7"6eE 2000 ‘ B FERE BeLE

e
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EarthSat Weather
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EarthSat’s 30-60 Day*OtltH6ok

Wednesday, September 23, 2009
Forecaster: SS/BH

Updated: 7y
Sep 23, 2009%

RIecnY T

)
Vember 20(

N7

Departure from 30-year normal {°F)

3 7
Ry

1y

A

[] +0.6 0 0.9
B +2.0to +2.4

EE+1.0t0 +1.4 0
s R

srwreut

{1-6.1to-04
B 1.5 t0 -1.9

ER-1.0to -1.4
£-2.5

-0.5 to -0.9

20t0-2.4 B

Slightly cooler in Western
Canada

Changes to the Oclober forecast were very minor with just a few minor cool
tweaks in the West. A cooler risi exists in Texas and the Southeas!, espe-
cially if soif moisture plays a role. Precipitation has run well above normal
the past month or so in these areas. If wetness continues, we may need to
adjust our forecast cooler. The GFS and Euro mode! guidance includes the
first full week of Oclober now, and the early resulis vary, Below are the 0z
composite B50mb temp anomaly forecasts for the 11-15 Day period
(Oclober 3-7). The GFS operational has been highly inconsistent, but sup-
ports our warm Easl. The 1145 Day outlooks (valld October 3.7)
ensembles both show 02 GFS Operational 0z GFS Ensemble 0z Euro Ensemble
widespread near normal Sy
temperatures, a sign of ;
uncertainly and possible
variability 1o stari the
month.

Not as warm across Texas

Warmer in the Northwest

nessee Valley and the Southeast while the Northwest was warmed. The
forecast still takes into account a weak o moderate El Nifio. These evenls
typically produce above normal conditions from the Southwest through the
Upper Midwest, much like the current outlook. If the PDO turns further nega-
tive by November, more of the Midwest and East could also be wammer, A
negalive PDO in November also correlales to a seasonal to cooler North-
west, The QBO brings different risks to the tabfe. If this index continues to
trend negalive, the West coast carries a warmer risk, while the East could be
cooler, We still expect the El Nifio will be the primary forcing mechanism,
limiting the influences of the PDO and QBO

Oct GWHDD* Forecasts

277.0

No Change

*410Y Normal updated to 99-08
10Y Normal*, 279.5]
30Y Normal * 289.1¢
Oct-2008 | 292.9

Oct 2009 Fcst:

National Gas-Weighted HDDs

Nov GWHDD* Forecasts

520.5

Change: +0.5

*10Y Normal updated to 99-08
10Y Normal*i 532.6|
;i(_J'YW'Ngrmal 75.5
Nov-2008

Nov 2009 Fcst:

Nationat Gas-Weighted HDDs

ptemberyV
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5
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%&T? % %é‘\g’;v !
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MDA Earthsat Weather 6011 Executive Bivd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax (240) 833 8301
www.mdafederal.com/wx/  ©2009 [30-60 Day-Outlook, Version 2.1]
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SIMDA  FarthSat's 6-10 Day ForecastDetdlled

Wednesday, September 23, 2009
Forecaster: BH/AC

EarthSat Weather

AL

Today’s Forecast:
Aboves Progress Into Plains, Midwest Briefly
Northwest May Turn Cooler Than Expected

Confidence stays towards the higher side for the forecast period,
but a few risks remain. During the second half of the period, the
Northwest could see much below normal conditions occur at
times as the models {(and the forecast) may be underestimating
the intensity of this cool air mass. Also, some much below nor-
mal temperatures may appear in the Northeast during the mid-
period as shown by the European operational model. Should
the pattern progress a bit faster, the Northeast could warm to
above normal late. An additional day or two of slightly stronger
warming might occur across parts of the Plains and Midwest
during the middle of the period.

Previous

Previous

PR NT iy e

Forecast Confidence: 6

S A +3F to +4F B A +5F to +7F IR MA +8F to +14F Bl SA +15 or Higher
B -3F to -4F B -5F to -7F EEMB -8F to -14F BB SB .15 or Lower

()

MDA Earthsat Weather 6011 Executive Bivd,, Suite 400, Rockvilie, MD 20852 Tel (240) 833 8300 (backup: 301- 231-0664)
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2009 [Morning Basic-Page 3, Version 2.1}

/5



Weekly Natural Gas Storage Report Case No. 2008-17Bage | of 1

@lg Energy Information Administration

Cfficial Encrgy Statislics fomthe U S. Governiment
Home > Natural Gas » Weekly Natural Gas Storage Report

Weekly Natural Gas Storage Report

red: September 17,2009 at 10:30 A.M. (eastern time) for the Week Ending September 11, 2009.
t Releasae: September 24, 2009

Working Gas in Underground Storage, Lower 48 other formats: Symmary IXT CSV.

Notes and Definitions

Summary

Working gas In storage was 3,458 Bef as of Friday, September 11, 2009, according to EIA estimates. This represents a net
increase of 66 Bcf from the previous week. Stocks were 496 Bef higher than last year at this time and 487 Bcf above the
s-year average of 2,971 Bcl. In the East Reglon, stocks were 153 Bcf above the 5-year average following net Injections of
45 Bcf. Stocks tn the Produclng Reglon were 261 Bef above the 5-year average of 849 Bcf after a net injection of 11 Bcf.
stocks In the West Region were 72 Bcf above the S-year average after a net addition of 10 Bcf. At 3,458 Bcf, total working
gas is above the 5-year historlcal range.

Working Gas in Underground Storage Compared with 5-Year Range

4,000 , 4,000
; 3,600
3,200
g 2,800
‘; 2,400
3 2,000
3 00
g 1500
@& 1200
800
: 400
G T t T ¥ L} T T 1 0
5 05 3 3 g8 8 3 8 3
< & BN & é & . o
(=) 34 ]
2 z e = z = e = 4

Note: The shaded area indicates the range between the historlcal minimum and maximum values for the
weckly serles from 2004 through 2008,

Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines Indicate
current and year-ago weekly peclods.

Stocks in billion cubic feet (Bcf) Historical Comparisons Data
Region 09/11/09 08/04/09 Change Year Ago {(09/11/08) S-Year (2004-2008) Average History (XLS)
Stocks (Bcf) %% Change Stocks (Bcf) % Change v A Maxi
-Year Averages, Maximum
East 1,876 1,831 45 1,764 6.3 1,723 8.9 Minimum, and Y(l!ar-Ago Stocks
west 472 462 10 397 18.9 400 18.0 (xt5)
References
Producing 1,110 1,099 11 801 38.6 849 30.7
Methodology
458 .
Total 3, 3,392 66 2,962 16.7 2,971 16.4 Differences Between Monthly

and Weekly Data
Revislon Policy

Related Links
Storage Basics
Natural Gas Weekly Update
Natural Gas Navigator

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

Fedstats | USA.gov j Department of Energy

~
-
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Gas Daily

Friday, September 18, 2009

Storage stocks top 2008’'s season-ending level

Gas storage inventories rose to 3.458 Tcf last week, topping last year's season-ending mark of 3.412 Tef
with seven weeks yet to go in the traditional refill season, the Energy Information Administration
reported Thursday.

EIA said 66 Bcf was added fo storage during the week ending September 11, a lower-than-expected buitd
that was also smaller than the five-year average of 82 Bef. But the report took the steam out of the recent
rally by the October NYMEX gas futures contract, which tumbled 30.2 cents/MMBtu.

“With weather a neutral factor year-on-year and last year's fill light refative to normal due to hurricane-
related shut-ins, the injection would have likely been higher were it not for now obvious production
shut-ins,” said analysts at Credit Suisse, who also blamed weaker power-generation demand due
fo mild weather.

Storage inventory levels are now closing in on the 2007 season-ending record of 3.545 Tcf, the Credit
Suisse analysts noted, adding that they expect stocks to end October between 3.7 and 3.8 T¢f.

In the same week of 2008, EIA reporied 2.962 Tcf in storage. As a result, the surplus from a year ago
inched up to 496 Bcf from 495 Bef last week, while the surplus over the five-year average of 2.971 Tcf fell
to 487 Bcf from 503 Bcf.

Inventories are now 153 Bcf above the five-year average of 1.723 Tcf in the East, 72 Bcf above the five-
year average of 400 Bcf in the West, and 261 Bef above the five-year average of 849 Bcf in the producing

region.

Tim Evans, an analyst at Citi Futures Perspective, said even though he expects inventories to top
3.9 Tcf this fall, the shrinking surplus may indicate that the supply/demand balance is starting to
shift, “It does suggest that the [storage] seams are not going to burst,” he said.

Evans said the risk of overflowing storage capacity has often been overstated. While EIA estimated that
working capacity is as high as 4.3 Tcf, Evans said that in practice it would be hard to top 4 Tcf. "But the
precise level and timing of peak is going to be weather-dependent,” he said.

Jefferies & Company analyst Subash Chandra noted that the injection for the week ending
September 4 indicated 2 Befld of production curtailments. But he said with the recovery of cash
prices over the past few days, some of that gas may have returned.

“The issue is whether Epsilon Enerqy is representative of other E&P companies (we believe they
are), which suggests that curtailed volumes have come back recently.” Chandra noted that
Epsilon shut in production when spot prices fell to $1.88/MMBtu “but turned the wells back on
Monday as spot gas rebounded to $3.” — Stephanie Seay, Cheryl Buchta
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IHS CERA Monthly Briefing

AUGUST 25, 2009 / PAGE 3

Table 1

Henry Hub Prices: History and Outlook
(nominal US dofltars per MMBtu)

2005 2006 2007 2008

January 617 876 633 7.93
February 6.09 7.62 806 8.46 B
March 691 688 710 93418
April 719 709 757 10.11
May 6.47 623 764 11.24
June 717 626 7.40 1261
July 757 6.05 6.21 11.32

August 929 724 630 830
September 12,11 495 598 7.70
October 18336 567 668 6.75
November 10.28 732 7.01 6.62
December 12.98 6.83 7.08 5.79

Year average 8.80 6.74 695 8.85 PN

Sources: IHS Cambridge Energy Research Associates; Platts Gas Daify historical data
Excel tables are available in the North American Natural Gas Client Services area at IRSCERA.com,

is unlikely to offer a strong market for gas in the coming months, as THS CERA’s analysis of
North American power markets suggests that the 2007 level of electricity demand will not be
matched until 2011.*

In these final months of the injection season, it is now all but inevitable that storage inventories
will be a catalyst for a significant dropoff in prices. The falling rig count (down approximately
60 percent from last September’s high) indicates a collective effort to counteract a loosened
supply-demand balance. However, given the productivity of key unconventional plays where
drilling activity has been sustained, production levels have declined at a more measured pace
than demand, and the excess supplies have pushed up storage inventories. Most of the bullish
signals in the market have been transitory: a colder-than-normal period across some regions in
late winter, a rally in prices in sympathy with rising oil prices.

IHS CERA now believes that the North American market is facing production curtailments not
only for fall 2009 but for fall 2010 as well. The implications are significant: despite the cushion
for demand provided by gas displacement of coal for power generation (a cushion which typically
grows as gas prices retreat further), the market could well find itself in a similar position for a
brief period next fall. This expectation rests upon IHS Global Insight’s projections for relatively
tepid US gross domestic product (GDP) growth in 2010 (approximately 1.5 percent) as well as
additional volumes of LNG expected for 2010. We have for months reiterated the increasing
likelihood of a “hard stop” in production this fall. The prospect for more of the same in 2010
is a signpost of just how great the potential for new supply is and just how uncertain the gas
demand outlook remains.

IHS CERA expects the price at Henry Hub to average $3.44 per million British thermal units
(MMBtu) for August, falling to $2.90 in September. By October the price is projected to remain
near seven-year lows at $2.95 before bouncing back slightly with the approach of winter. For

*See the THS CERA Data Tables and Figures North American Power Market Fundamentals, 2009-14.

£ §009, Oambridgo Enorgy Rosaarch Associales, Inc. No portion of this report may be reproduced, reused, or otherwise distrbuted in any form without prior writton consont.
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Reuter—Natural Gas Story
By Joe Silha

NEW YORK, Sept 17 (Reuters) - U.S. natural gas prices, having bounced more than 50 percent
since hitting a 7-1/2-year low earlier this month, may not have much higher to go in the near
term as brimming inventories and weak demand leave the market oversupplied.

After sliding to $2.409 per million British thermal units in early September, the lowest
level for a nearby natural gas contract on the New York Mercantile Exchange since March
2002, prices rebounded this week to the $3.70s.

"This is less a rally than a price recovery. The market was oversold below $3, and there's
been a bunch of short covering, but gas is piling up in storage, and the recent lift in
prices ignored that,” said Pax Saunders, analyst at Gelber & Associates in Houston.

Natural gas traders, noting funds were carrying huge short positions, said news last week that
the United States Natural, a long-only ETF, would issue new shares later this month and
concerns that CME Group would tighten enforcement of NYMEX position limits, helped trigger
the rush to cover, or buy back shorts, to lower total exposure.

Also, gas prices often rally in late summer or early autumn as traders anticipate stronger winter
demand.

But some analysts expect this year to be different, with inventories at record highs, summer
temperatures fading and a sluggish economy slowing gas use, particularly from industry which
accounts for nearly 30 percent of total consumption.

"l don't think the market has any significant legs to the upside. We've very likely seen the
bottom, but there's an awful lot of overhang in supply that should keep prices in check,”
said Chris Kostas, gas analyst at Energy Security Analysis Inc.

Analysts agree a lot depends on winter, a time when demand for gas to heat homes and
businesses is at its peak.

SUPPLY GLUT

Domestic natural gas inventories will be heading into winter at all-time highs, and unless the
heating season turns out cold, storage is likely to still be high this spring, which could limit
expected price gains next year.

U.S. Energy Information Administration data showed total gas inventories climbed to 3.458
trillion cubic feet last week, and at current build rates, are probably just two weeks away from
breaking the record of 3,565 tcf hit in 2007,

With seven weeks left in the stock building season, analysts expect storage to hit new highs
above 3.8 tcf by November.

/9
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Inventories are a key source of supply that help utilities meet peak heating demand, and the
huge cushion means there will be no supply shortfalls this winter.

The 75 percent slide in gas prices, since peaking last summer above $13, prompted steep cuts
in drilling and helped slow production as few producers, if any, can make money at prices under
$3. But most analysts agree the shut-ins so far have only modestly tightened the supply-
demand balance.

"Production declines have not happened as quickly as we expected," ESAl's Kostas said.
While output is expected to decline further this and next year, analysts say even steeper cuts in
demand, particularly from the industrial sector due to the recession, will make it difficult to
balance the market until the economy recovers.

HIGHER PRICES NEXT YEAR

Despite the current supply glut, most analysts expect gas prices to improve later this
year and next year.

Forward gas prices through 2010 are still hovering well above $5.50, reflecting first the expected
increase in demand this winter, then further declines in production and some improvement in
industrial use as the economy recovers in 2010.

But even with a tighter supply-demand balance next year, analysts generally agree huge
reserves of gas should temper price gains.

“There is a flexibility of supply which means that prices next vear will not qo to the
moon," said Jason Schenker at Prestige Economics, a Texas-based energy consultancy.

Analysts note some very prolific shale basins are located close to existing drilling and pipeline
infrastructure and can easily be tapped if prices move back to the $4.50 or $5 level. In addition,
LNG, or liquefied natural gas, will again be a big wild card next year, with new production
projects having the potential to flood the global market and drive more supply to U.S. shores.

"There's a lot of new LLNG supply expected next year, which should help reduce any run up in
prices," ESAl's Kostas said.

(Reporting by Joe Silha; Editing by Marguerita Choy)
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Gas Daily

Friday, September 18, 2009

Analyst sees considerable upside for domestic gas prices in 2010

Oppenheimer energy analyst Fadel Gheit said Thursday that he’s bullish on exploration-and-production
companies because gas prices are likely to rebound §0% in the next year.

“Natural gas prices surged by 25% in recent weeks from their seven-year low on an improving outlook
based on declining US production and increased demand,” Gheit said in a note to clients. “We expect
gas prices to remain volatile, much more so than crude oil prices, and are likely to be at least 50%
higher in 2010 — but will probably trade between $4 and $6/Mcf for an extended period of time.”

“We remain bullish on E&P sfocks, which are predominantly domestic natural gas producers,” Gheit said.

Unless producers are able to hedge their 2010 production above $5/Mcf, an event Gheit doesn't think is
likely, their 2010 capital spending plans will constrict, further cutting into any production gains, Gheit
explained.

“We think the probabilities of natural gas trading outside this price range [$4 to $6/Mcf] are low
because of the price impact on capital spending, production and supply,” he said. "Given the gas
supply response to futures prices, we think the stocks’ upside potential, despite the strong gains, remains
greater than the downside risk from lower natural gas prices.”

Further, Gheit predicted that if prices stabilize, the industry should start to consolidate as buyers and
sellers begin to value their reserves more uniformly.

Also adding to consolidation will be interest in US shale plays on the part of the supermajors, he said.
— Bill Holland
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Gas Daily

Thursday, September 17, 2009

Citing track record, officials forgo price forecasts

Two gas industry executives refused Wednesday to predict where gas prices are headed,
citing vast uncertainty about the impact of drilling cuts, the growth of the liquefied
natural gas market and the pace of economic recovery.

“Take any price forecast with a grain of salt,” BP Manager of Fundamental Analysis Dawn
Constantin said during an LDC Forum panel discussion in Chicago. “Our track record for
forecasting isn't very good.”

Constantin did offer a prediction that the drastic cuts in North America's rig counts could
tighten the domestic supply situation next year as production falls. Then she threw a
wrench into that observation by noting that global LNG supplies are still growing in a
down economy and that more LNG may be headed to the US.

While “it appears we are starting to turn around” the global economy, the wild card in
gas price forecasting is LNG, Constantin said, “Where is this gas going to go?”

Further, she noted that gas-on-gas competition in the US will heat up as new supplies from
shale plays displace Canadian imports and Guif of Mexico production.

“Everything | say today could be wrong next week,” Proliance Energy Vice President of
Sales and Marketing Dave Pentzien said, noting that the dynamics of the macro economy
and scale of new gas supplies create too many variables for reliable predictions.

Pentzien then illustrated how forecasters have performed over time. “Canadian imports were
going to be 9 Bef/d forever,” he said, adding that analysts are now expecting those imports to
decline by 1.5 Bef/d to 5 Bef/d.

“LNG imports four years ago were 4 Bef/d and predicted to go to 12 Bef/d by 2015,” he added,
noting that few now expect such an increase.

“The one thing they fortunately got wrong? We were forecasted to be a dying industry. The
prediction was for supply to be flat and declining. Actually it's increasing.”

Constantin and Pentzien agreed that any growth in gas demand is linked to economic recovery,
and the jury is still out on how quickly the US economy bounces back from recession.

Constantin said the gas market is still performing its function of balancing supply and
demand with prices. “Higher prices [in the past] led to increased production,” she said,
noting that producers responded to the double-digit prices of the past two years with a
35% increase in the amount of potential gas available for recovery, primarily due to shale
development. — Bill Holland ’
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Gas Daily

Wednesday, September 23, 2009
Analyst: Shale plays will keep market flush with gas for years

After years of scarcity, the US gas market will be flush with supply from new shale plays
for at least the next decade, an industry analyst predicted Tuesday.

Speaking at the opening panel of IHS Herold's 18th Pacesetters Energy Conference in
Greenwich, Connecticut, IHS CERA Vice President of Industry Relations Pete Stark said
investment doliars are choosing between tight sands, coalbed methane and shale for the
future of the gas industry and “shale is going to be the winner.”

“There’s going to be a huge shakeout in investing,” he said. “The Horn River, Haynesville
and Marcellus {shales] are going to dominate.”

While not universally true, Stark said most operators with good science and drilling
techniques can earn a 10% rate of return from shale plays even at prices below $4/Mcf.

The growth of shale gas volumes is poised to overwhelm any production losses from
wells shut in due to low prices, Stark said. His data showed the recent curtailment of

5,000 wells that produced less than 500 Mcfid each for a 1.1 Bef drop in supply. At the
same time, 305 new wells have been drilled with production rates above 10,000 Mcf/d.

Adding to shale’s advantage is that production efficiencies increase the longer an operator stays
active in a particular play, Stark said, illustrating his point by showing Southwestern Energy’s
production gains even as the firm's costs have dropped in Arkansas’ Fayetteville Shale.

Demand for the gas will return as the economy recovers, Stark said, but new demand will
need to come from the power-generation sector to help cut into the growing gas glut.
Neither Stark nor his co-panelist, IHS CERA Managing Director for Global Oil Jim Burkhard,
saw much likelihood that gas would catch on as a transportation fuel in a US auto market they
predict will be dominated by hybrid cars. — Bill Holland
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Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08

Average
2008 .

Summer
2008

Winter 2008~
2009

O

Hedging Meeting--9-24-09.xism

Energy Information Administration

7.99
8.54
9.41
10.18
11.27
12.69
11.09
8.26
7.67
674
6.68
5.82

$ 8.862]

$ 9.700.

$ 5.242

Henry Hub Pricing
Per MMbtu
September 9, 2009 Release

Jan-09
Feb-09
Mar-08
Apr-08
May-09
Jun-09
Jul-09

Aug-09
Sep-09
Oct-09
Nov-09
Dec-09

Average

2009 | $

Summer $
2009 _

Winter 2009- $
2010

5.24
4.51
3.96
3.49
3.83
3.80
3.38
3.14
235
2.25
2.97
3.62

3.545]

3.177;

4.002

oy

8/22/2009

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

Aug-10
Sep-10
QOct-10
Nov-10
Dec-10

© Average

2010

: Summer

2010
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4.28
4.59
4.55
4.50
4.45
4.41
4.36
4.31
4.41
4.75
5.35
575

$ 4603

1

$ 4.456)

ElA Prices
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Summer Strip 2010
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Short-Term Energy Outlook

September 9, 2008 Release
(Next Update: October 6, 2008)

Natural Gas

U.S. Consumption. EIA projects that total natural gas consumption will likely decline by 2.4 percent in 2009
and remain flat in 2010. Despile low relative prices for much of the year, industrial natural gas consumption
declined by 12 percentin the first 6 months of 2009 compared with the same period last year. EJA expects this year-
over-year consumplion decline will continue through the second half of the year for industrial users, although the
trend will be less pronounced. Conversely, EIA expects natural gas use in the electric power sector will increase by
4.3 percent on a year-over-year basis during the second half of 2009 as natural gas continues to compete with coal
for a share of the baseload power supply at current prices.

ElA expects natural gas consumption will increase slightly in the commercial and industrial sectors in 2010
as a result of improved economic conditions and low prices, Consumption remains relatively flat in the
residential and electric power sectors next year. The anticipated addition of new coal-fired generating
capacity and rising natural gas prices Jimits the potential for significant increases beyond the forecast 2009
level in natural gas consumption by electric generators,

U.S. Production and Imports. EIA expects total U.S. marketed natural gas production to increase by 0.9
percent in 2009 and fall by 3.5 percent in 2010. Despite a 20-percent drop in prices and a 45-percent drop in
working natural gas drilling rigs since the start of the year, total natural gas production increased slightly
from January to June 2009, This current production trend reflects significant improvements in horizontal drilling
technology and robust productivity from shale gas discoveries in Louisiana, Oklahoma, Arkansas, and Pennsylvania.
While lower prices have caused a reduction in drilling activity by afl rig types, according to data compiled by Smith
International, working horizontal sigs have fallen by only 27 percent since the start of the year compared with a 65-
percent decrease among vertically-directed rigs. Working horizontal drilling rigs now represent more than half of the
active natural gas drilling fleet.

As U.S. natural gas inventories swell to record-high levels, some curtailment of production is expected. The
sustained reduction in drilling activity and production curtailments are projected to result in a 5.7-percent decline in
marketed production from the Lower-48 non-Gulf of Mexico (GOM) between the first and second half of the year.
The projected 1.3-percent increase in Federal GOM production during the second half of 2009 over the first haff
results from the addition of new producing wells and continued recovery from damage sustained during last year's
hurricane season.

Projected U,S. liquefied natural gas (LNG) imports increase to about 460 billion cubic feet {Bcf) in 2009 from
350 Bcf in 2008 and rise to about 660 Bef in 2010. Maintenance 1o existing LNG supply facilities and delays to
new liquefaction projects, in addition to higher world oil prices during the second half of 2009, contribute to the 43-Bcf
downward revision in the 2009 LNG import forecast from last month's Outlook.

Global Crude Oil and Liquid Fuels

Volatility persists for crude oil spof prices, although over narrower ranges than seen earlier this year and last year.
ElA expects the price of West Texas Intermediate (WT1) crude oil to average about $70 per barrel in the fourth
quarter of 2009, a $27-increase over the first quarter of the year,

Global Petroleum Overview. WTI oil prices hovered in the $67-10-$74-per-barrel range in August as expeclations of
an economic recovery and higher oil consumption in the future were weighed against weak current demand and high
inventories. As long as oil prices remain in their current range, EIA expects the Organization of the Petroleum
Exporting Countries (OPEC) to maintain its existing production targets.

27
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
October 23, 2009

Price Term I Comments Page
Pressure Ref
Weather
NOAA predicting above average temperatures for Dec. 2009—-Feb. 2010
Long Term Forecasi (Dec 09-~Feb 10) l Long {for most of the continental United States with below normal temperatures 12
in the south-eastem/central states.
l November predicted to be 1.4% colder than 10 year normal and
Mid Term Forecast (30-60 days) tong {December is predicted to be 4.5% warmmer than 10 year normal. Two 13, 14

forecasters predict cold winter for eastern US this year.

Much Below and Below in the West is being replaced with Normai later in
Short Term Forecast (6-10 days) T Short |the period. Above eary in the forecasted period being replaced by Normal] 15
..Jand some Below in the Mid-Continent for the period. —

Tropical Storm Activity i Longb No activity at this time that would threaten the production areas
Storage Inventory
Storage injections for the week ending October 16th were 18 BCF.
EIA Weekly Storage Report i Long |Storage levels are at 3.734 TCF which is 11.9% higher than last year and 16

13.1% higher than the 5 year average.

Industry Publications

Cambridge Energy Research Associates Decline in the rate of injection suggests that the rebatancing of the North
Summer 2010: l Long ican gas market could be on the horizon. CERA projecting 17,18
Winter 2009/1 ‘ MBtu for 2009 and $[Jior 2010.
i “There's a lot of concem about the winter season and the bulls get a fift
X l with the cold star to the season. All the ingredients are there: oversold
Gas Daily Long |1 tures, a cold October—he stars are beginning lo align for the bulls.” 19,20
However, fundamentals may be signaling another move.
Uncentainty about the pace of economic recovery and the importance of
Gas Daily l Long JLNG prompted another bearish outlook on gas prices, cutting their 21
forecast for next year by 8%
Gas Daily f Long Gas prices will climb above $7/MMBtu in the second half of 2010 as the 22

cut in rig count and natural field declines finally make an impact.

The conventional wisdom of abundant, economic shale gas supplies in the
Gas Daily f Long [US was criticized—current operators are underestimating the rate of 23,24
decline from shale gas welis, as well as the cost of developing them.

Government Agencles

Energy information Administration i EIA projects average household expenditures for space-heating fuels to
Sumimer 2010 : $4.644 l Long {be $960 this winter, a decrease of 8% from last winter. Households using 25
Winter 2009/10: $4.476 natural gas are projecting a decrease of 12%.
Technical Analysis
Winter 2009-10 Strip Chart «—> | Short [Closed at $5.84. 26
Summer 2010 Strip Chart | €% | Short [Closed at $6.22 27
Economy
: ElA: Natural gas consumption is projected to decline by 2.0% in 2009 and
0.2% in 2010. Weak economic conditions continue o hamper the
Demand > Long {Industriat sector, residential and commercial sectors are showing lower 28,29
consumption, only the power generation sector is up compared to last
year. )
EIA: Total U.S. marketed natural gas production is expected fo increase by
T 1.6% in 2009 and fall by 3.8% in 2010. Economic recovery and
Supply Long increasing demand in 2010 are expected to push prices up and provide 28,29
the incentive for increasing production later next year,
Economic growth in China and signs of a turnaround in other Asian
) > countries continue 1o fuel expeclations of a global recovery in world oil
Oil Market Long |consumption. EIA expects WTI crude ol to average about $70 per bamet | 28:29
this winter, an increase of $19 over last year.
Meeting Minutes: 10th Floor North Conférence Room - 1:00 pm
Attendees: Paltty Walker, Jim Henning, Jeff Kem, Mike Brumback and Steve Niederbaumer
Discussed market fundementals including weather, storage, consumption, supply, winter and summer strip charts, DEO and DEK's hedging
program as well as analyst for future price movements. In addition, discussed the final resulls of the cost averaging deals with
price was determined to be for the December 2009—February 2010 strip. Discussed that NYMEX had increased significantly over the past

several weeks and that the "Bulls” seem to be in control of the market, even though the fundmental remain bearish. Based on these factors a

decision was made not to hedge additional volumes at this time but to monitor the market closely for significant price moves
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Required  Allowed

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

+

St
Nov-09 '
Dec-09
Jan-10
Feb-10
Mar-10

Winter 09/10

Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10
Dec-10
Jan-11
Feb-11
Mar-11 -
Winter 10/11 .
Target Levels By October 31, 2009

Apr-11

May-11

Jun-11

Jul-11

Aug-11

Sep-11

Oct-11

Summer 2011 :
Target Levels By March 31, 20

Nov-11
Dec-11
Jan-12
Feb-12
Mar-12
Winter 11/12 =
Target L.evels By October 31, 2009
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Duke Energy Kentucky 2e 1R AUhHEne A

Hedging Program for 2009/10
Cost Averaging with- Columbia Gulf Mainline

Total 3 Month Total Locked in
Amount Dec-09 Jan-10 Feb-10 Strip Cost To Date

15-Jul
16-Jul
17-Jul
20-Jul
21-Jul
22-Jul
23-Jul §
24-Jul
27-Jul
28-Jul
— 29-Jul
o 30-Jul
31-Jul
3-Aug
4-Aug
5-Aug
6-Aug
7-Aug
10-Aug
11-Aug
12-Aug
13-Aug
14-Aug
17-Aug
18-Aug
. 19-Aug
{ ) 20-Aug
R 21-Aug
24-Aug
25-Aug

26-Aug
27-Aug |8
28-Aug
31-Aug
1-Sep
2-Sep
3-Sep
4-Sep
8-Sep
9-Sep
10-Sep
11-Sep
14-Sep
15-Sep
16-Sep
17-Sep
18-Sep
21-Sep
22-Sep
23-Sep
24-Sep
25-Sep
28-Sep
29-Sep

O 30-Sep .
. Total .

Basis to Columbia Gulf Mainline
[Price to be paid for MM dth/day delivered Dec. 1, 2009 to Feb. 28, 2010:

/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 CERA EIA NYMEX Hedged Prices
(04/05-08/09) | (2008-2009) 25-Sep-09| 6-Oct-09 | 22-Oct-09 Ohio  Kentucky

$8.47 $6.47 $3.580 $5.100

$8.31 $6.89 $4.230 $5.793

$7.36 $6.14 $4.700 $6.078

$6.82 $4.48 $4.980 $6.140

$6.79 $4.06 $4.890 |  $6.067

Apr _';$7’ 06 $3.63

May | $7.21 | $3.32

$4.790 | ~ $6.037
$4.700 $6.073

$7.02 $3.54 $4.610 $6.133

$7.37 $3.95 $4.530 $6.213

3$6.68 $3.38 $4.460 $6.286

$6.87 $2.84 $4.540 | $6.337

$7.15 $3.73 $4.880 $6.492

12 Month Avg $7.26 $4.37 $4.574 $6.062
Summer Average $4.644 $6.224

Winter Average $4.476 $5.836

Pt

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00
Nov Dec Jan Feb Mar Apr May June July Aug - Sept  Oct

[/
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5IMDA.  EarthSat's 30-60 Day Outlook

NOTE: In response to Teedback we made a change 1o aur | Wednesday, October 21, 2009
Earthsat Weat—her scale by eliminating the half degree contours after +-1F. Please let
us know {f you have any Issues regarding this change. Forecaster' SS/B H

Departure from 30-year normal (°F)
Ao oy I —I'T

+0.5t009 [EE+10to+1.9 0, [J-0.1to-04

23.0 B3 -2.0t0-2.9

[3+0.1to +0.4
B +2.0to +2.9

-0.5 to -0.9 -1.0 to -1.9

<3.0

Forecast

Cooler in the Delta/Southeast mostly unchanged

Stilt warm in the Rockies/Plains Mild across the North

Recent model guidance and trends in the upper latitudes have raised some § |The December forecast remains mostly unchanged this week with wide-

questions conceming the outlook from the Midwest into paits of the East. spread wammth still expected across the Rockies, Plains, and Midwest. In
5 With blocking potentially continuing in the upper fatitudes, cold air may be  } lyesterday's Editors Notes we mentioned that a notable warmup up the sur-
- ~\ available for high pressure to transport it into the US for the beginning part [ face in the tropical Pacific took place over the past week, with anomalies of
( / of the month. We have cooled our 11-15 Day forecast this moming, which 0.95C in the notable 3.4 region and even warmer anomalies below the suf-
includes the first four days of the month. Subsequently, for the November  § }face. We still expect a trend towards a moderate El Nino event particularly in
outlook we've cooled our outlook in parts of the Midwest and Southeast. 1 jthe early part of the winter. The Dynacast map in the bottom right shows the
The ECMWF weekly temperalure departures amrived last week (see maps | December temperature anomalies in the matching IRt years from yesterday's
in fower right), and they agree with the concept of a potential colder start to Editor's Notes, and the outlook is a near identi-
the month. If this were to pan out, it would take a very warm second half of 1 §cal match to our outiook. On the other hand, Moderate El ECMWE

the month for our forecast to verify. We'll be
keeping an eye on the models, and if they
continue to trend colder we may see more

Nov 8-14 the ECWMF monthly outiook for the month Nino analo
St (map to the right) shows more widespread T

Nov 1-7
P NS i
near normal temps and some wammth in the

widespread cold changes in our next up- Southeast.

date. X g |

Nov GWHDD* Forecasts *10Y Normal updated to 99-08 | |Dec GWHDD* Fore- *40Y Normal updated to 99-08
10Y Normal* 532.6} : 10Y Normal®) 855.8

Nov 2009 Fest: | 540.0 [soYNormar | 5755 | IDec 2009 Fest:| 817 .0 [30Y Nommal | 8738
Nov-2008 | 565.9; Dec-2008 897.6

++3,
Change: +3.5 *National Gas-Welghted HDDs

Change: +14.5  \agonal Gas-Weighted HDDs

A
MD,
X e k aiihSat DyAaCAS’
() + 1 AN ean Temperslure Brpanon

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax {240} 833 8301
www.mdafederal.com/wx/ ©2009 [30-60 Day-Outlook, Version 2.1]
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Gas Daily

Tuesday, October 20, 2009

Two forecasters predict cold winter for eastern US this year

Private forecasters WSl and Commodity Weather Group both issued seasonal
forecasts on Monday that call for a“colder-than-normal winter in the eastern US. o
WSI expects the November to January period to be colder than normal in the
eastern and south-central US, and warmer than normal in the western and
north-central portions of the country.

CWG said weather patterns indicate *more extended and intense cold periods
than seen the last several winters.”

“Recent changes in Pacific Ocean temperatures, along with other factors,

such as reduced solar flux, have combined to produce a favorable environment
for a cold winter in the eastern US this year,” said WSI season forecaster

Todd Crawford. “Confidence in the cold winter forecast will increase further if
snow cover builds rapidly at higher latitudes during October.”

He added that WSI's current forecast “indicates a relatively benign start to winter,
followed by a rather active and cold January and February.”

In November, WSI projects there will be cooler-than normal temperatures east
of the Rocky Mountains and much colder-than-normal temperatures in the South.

WSI's December forecast shows warmer-than-normal weather in the Northeast and North-
Central regions — with much warmer-than-normal temperatures in the Great Lakes region —
and colder-than-normal weather elsewhere.

In January, WSI predicted that east of the Mississippi River, Texas and the south-central US, all
will see colder than normal weather, with the north-central portion of the US remaining warmer
than normal and the Southwest remaining cold. .

CWG noted that some in the weather community in the past few weeks believed that the El Nino
would fade back to neutral, but more recent signals indicate a strengthening. If this winter
reaches the coldest in a decade status, it would also he colder than any winter in the
1990s or mid-to-late 1980s, the group said.

The US National Oceanic Atmospheric Administration last week also called for a cold winter in
the Southeast and Mid-Atlantic states, with milder weather expected in the West and North-
Central regions. — Valarie Jackson, Steph
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SIMDA FarthSat’s 6-10 Day Forecast-Detdiled

Thursday, October 22, 2009
Forecaster: BH/AC

Previo

Previous

AT AR | st
Forecast Confidence: 6

Today’s Forecast:
SB’s Situated Over Rockies/Plains at Mid-Period
Warm Risk Across East During Mid-Period

The impressive cold push continues to be depicted in the fore-
cast , but some model differences remain. The American en-
sembles take widespread strong belows into the Plains and
South during the second half of the period, thus providing these
regions a cold risk during this time. Meanwhile, there couldbe
stronger ridging occurring across the East during the middle of
the period. This could allow some occasional much above nor-
mal temperatures to be seen in the eastern Midwest and North-
east, in particular. Operational models show a second cold air
mass impacting the northern Rockies late in the period. This
seems rushed, however, and should hold off until the 11-15 day.

Previous
i3

Forecast Confidence: 6

A +3F to +4F B8 A +5F to +7F BBl MA +8F to +14F I SA +15 or Higher
B -3F to -4F B -5F to -7F ERE MB -8F to -14F B SB -15 or Lower

MDA Farthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240} 833 8300 (backup: 301- 231-0664)
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2009 [Morning Basic-Page 3, Version 2.1}
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Official Energy Statistics from the U.S. Government Glossa[jypagc 16
Home > Naturat Gas > Weekly Natural Gas Storage Repont
Release Schedule
Weekly Natural Gas Storage Report e ke

. ,."cd: Gctober 22, 2009 at 10:30 A M. {eastern tima) for the Week Ending October 16, 2009.
Next Release: October 28, 2009

Working Gas in Underground Storage, Lower 48 other formats: Summary TXT CSV
Stocks in billion cubic feet {Bcf) Historical Comparisons Data
Region Year Ago (10/16/08) 5~Year (2004-2008) Average -
16 1Q/0 h H LS
10/16/09 /09/09 Change Stocks (Bct) % Change Stocks (8cf) Y% Change istory (XLS)
5-Year Averages, Maximum,
East 2,041 2,030 11 1,979 3.1 1,927 5.9 Minimum, and Year-Ago Stocks
{west 506 504 2 443 14.2 441 14.2 (xLs)
Ref
producing 1,187 1,182 5 914 29.9 935 27.0 elerences
3 Methodology
3,734 3,716 18 3,337 11.9 02 .
Total : ! ! 3.3 13.1 Differences Between Monthiy
Notes and Definitions and Weekly Data
Revision Policy
Sumimary T .

Related Links

Working gas In storage was 3,734 Bcf as of Friday, October 16, 2009, according to EIA estimates. This represents a net Storage Basics

increase of 18 Bcf from the previous week. Stocks were 397 Bcf higher than last year at this time and 432 Bcf above the
S-year average of 3,302 Bcf. In the East Region, stocks were 114 Bcf above the S-year average following net Injections of Natural Gas Weekly Update
11 Bcf. Stocks In the Producing Region were 252 Bcf above the 5-year average of 935 Bef after a net Injection of 5 Bef. Natural Gas Navigator
Stocks in the West Region were 65 Bcf above the 5-year average after a net addition of 2 8cf, At 3,734 Bcf, total working

gas is above the 5-year historical range.

Working Gas in Underground Sterage Compared with 5.Year Range
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Note: The shaded area indicates the range between the historical minimum and maximum values for the
weekly series from 2004 through 2008.

Source: Form EXA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines indicate
current and year-ago weekly perlods.
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Fedstats | USA.gov | Department of Energy
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Figure 1

Henry Hub Price Outlook

14 ~
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Source: IHS Cambridge Energy Research Assoclates.
90902-2

Table 1

Henry Hub Prices: History and Outlook
{nominal US dollars per MMBtu)

2005 2006 2007 2008 2009 2010

January 6.17 8.76 6.33 7.93
February 609 762 806 846
March 691 688 710 9.34
April 719 7.09 7.57 10.11
May 647 623 7.64 1124
June 717 626 7.40 1261
July 757 605 621 11.32
August 9.29 724 630 830

September 1211 495 598 7.70
October 1336 567 6.68 6.75
November 1029 732 7.01 6.62
December 1298 683 7.08 579

Yearaverage 880 6.74 695 885

Sources: IHS Cambwidge Energy Research Associates; Platts Gas Daily historical data.
Excel tables are available in the North American Natural Gas Client Services area at IHRSCERA.com.
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Briefing

September 25, 2009

‘Monthly

Key Implications

collision course with storage inventories that have been rising relative to the five-year
average, with only the displacement of coal for power generation to soften the impact.
The long-anticipated collision came in late August, leading to a collapse in regional
spreads and sending prices at Henry Hub well below $2 per million British thermal units
(MMBHtu) for the Labor Day weekend, although a mid-September rally has brought
prices back above $3 per MMBtu. With several weeks left in the traditional injection
season, volatile prices reflect uncertainty about whether the market has bottomed out.
Lower year-over-year injections hint at a market rebalance, but can prices sustain a rally
in the face of still-bearish fundamentals?

* When can a rebalance begin? North American natural gas storage inventories
at the end of August totaled a preliminary 4,049 billion cubic feet (Bcf)—669

Bcf above the five-year average and 577 Bcf above year-ago levels. The North
American gas market remains in strong surplus; however, the year-over-year
decline in the rate of injection suggests that the rebalancing of the North
American gas market could be on the horizon.

» Fundamentals suggest that prices will remain low. |HS CERA expects
the Henry Hub price to average $3.60 per MMBtu this vear. For AECO-NIT

we project an annual average price of C$3.35 per gigajoule (GJ) ($2.99 per
MMBtu) for 2009. The AECO-NIT price is expected to average only C$2.42

per GJ ($2.03 per MMBtu) in October as Canadian storage inventories work
down from record high levels.
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Gas Dalily

Friday, October 16, 2009

Gap between NYMEX, cash narrows dramatically

The wide gap that opened earlier this month between the front month NYMEX gas futures
contract and physical cash prices has been sliced by more than half over the past week, though
some analysts-predict the two markets will remain relatively far apart By-month’s end.

A run of hefty gains in the cash market has helped reduce the extraordinary discount to the
November contract, hacking the basis down to about 62 cents/MMBtu on Wednesday, when the
contract closed at $4.436/MMBtu vs. the Henry Hub cash average of $3.815/MMBtu.

The narrowing spread comes after the November contract took the board at a $1.58/MMBtu
premium to next-day physical deals at Henry Hub, a gap that grew as large as $2.10/MMBtu at
one point.

Analysts point to everything from a spate of cold weather to record storage inventories to some
abnormal market positions for the gap’s closure.

“There is historically a tendency toward that movement as a part of the seasonality, but nobody
has a reasonable explanation for what has happened,” analyst Steven Schork said. “There are a
number of explanations, but they are all just rumors.”

Typically, the front-month contract will converge with underlying cash prices upon the contract’s
expiration. For instance, the October contract on September 28 rolled off the board at
$3.73/MMBtu, while Platts’ index for monthly Henry Hub cash was just a cent below that.

Aided by a cold front that brought near-freezing temperatures to the Midwest and Northeast in
the past week, cash prices surged nearly $2/MMBtu, gaining on all but one day in the past 10.

“There’s a lot of concern about the winter season and the bulls get a lift with the cold
start to the season,” Schork said. “All the ingredients are there: oversold futures, a cold
October — the stars are beginning to align for the buils.”

However, fundamentals may be signaling another move. One cash trader said the price
gains lately have not been in line with what record storage levels and other market forces
indicate.

Storage hit a new high of 3.658 Tcf last week, while pipelines are issuing operational flow orders
and linepack alerts to handle the pressure. “It's just bizarre that prices are moving up despite
the OFOs and all. That seems totally counterintuitive,” the trader said.

Credit Suisse analyst Teri Viswanath said she expects “storage congestion” to maintain
downward pressure on cash prices, which in tl_xrn should carry over into futures pricing.
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Adding to the cash pressure, Viswanath said she expects the return of nearly 600,000
Mcf/d of shut-in capacity on Texas Gas Transmission’s Fayetteville and Greenville
laterals to return to the market soon. She also said high coal stockpiles should favor
coal-fired generation, thus diminishing incentives for generators to switch to gas-fired

capacity.

Gelber & Associates energy analyst Pax Saunders said the cash/NYMEX divergence is
primarily a storage issue. While the sharply lower cash prices might normally see buyers
jumping into the market “like gangbusters,” there is very little space still available to
store gas, he said.

And while October is typically a light-demand month, “next month could be a whole other story,”
Saunders said. Until the fundamentals in both markets start to move closer to equilibrium, “the
NYMEX could cruise up here in the $4.00s/MMBtu.”

But if cash and futures fail to converge by the end of the month, regulators could take note,
cautioned Citi Futures Perspective analyst Tim Evans. He said such anomalies often prompt
calls for a Commodity Futures Trading Commission or Federal Energy Regulatory Commission
investigation.

Evans said there are legitimate reasons why the two markets early in the month were so
dramatically different. But if they fail to meet somewhere in the middle — with NYMEX falling,
cash rising or a combination of the two —by the time the November contract rolls off the board,
“that’s going to raise a lot of concerns.” — Jessica Marron, Adam Bennett
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Gas Dalily

Tuesday, October 13, 2009

Raymond James ‘not ready to bull up’ on 2010 market

Uncertainty about the pace-of economic recovery and the importation of liquefied
natural gas prompted the energy team at investment bank Raymond James to issue
another bearish outlook on gas prices, cutting their forecast for next year by 8%.

“We aren't ready to ‘bull up’ on 2010 natural gas prices,” the team headed by
Marshall Adkins said in a report Monday. “We are lowering our 2010 gas price
forecast from $6/Ncf to $5.50/Mcf to reflect the substantial uncertainties that
exist for key natural gas supply and demand drivers.”

In the shorter term, the team raised its 2009 gas price forecast by 10% to $4.14/Mcf,
anticipating a small rebound late this year.

“So far, the gas market’s willingness to overlook near-term weakness for an expected price
recovery in 2010 helped keep gas prices from remaining low," the report said. “We are still
expecting a meaningful gas price rebound this winter as bullish gas supply optics and colder
weather lead traders to a typical winter gas rally.”

Despite a sharp drop in the rig count, US gas producers have merely idled production by
not completing wells or putting them into production — supplies that can be rapidly
turned on when prices rise, the report said.

“As we move into this winter, we also believe there is between 400 to 500 Bcf of supply
shut-ins and uncompleted wells from the past few months that could re-enter the
market.” Adkins’ team said.

The analysts think the current sense of market thhtenlnq has more to do with pipelines
being constrained rather than a drop in gas volumes. They think supply will only drop
about 3 Befld in 2010, compared with what they sav is a consensus estlmate of 5 Bef/d.

Also hovering over the market is the unknown quantity of LNG that could arrive in underused
US terminals next year, with several liquefaction trains around the world set to go online in the

coming months.

“These new facilities could add up to 5 Bef/d of incremental supply,” Raymond James said.
“With excess LNG supply already on the water, these new facilities could cause a deluge of
LNG imports to hit US shores, particularly next summer when global gas demand wanes
seasonally.” — Bill Holland
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' Gas Dally

Monday, September 28, 2009

Analyst: Gas to top $7 in second half of 2010 amid supply cuts

Gas prices will climb above $7/MMBtu in the second half of 2010 as the cut

in rig counts and natural field declines finally make an impact, Banc of America
Securities-Merrill Lynch Head of Global Commodities Research Francisco Blanch said.
Friday. o o

But in the near term, the US gas market is “in an alarming state,” Blanch said in

a note to clients. “Storage caverns in the producing region are nearly full. Major
pipelines have issued imbalance warnings, implying that the market is close to.running
out of storage capacity.”

While he’s sticking with a $6/MMBtu average price forecast for 2010, he’s
increased his forecast for the second half of the year to $7.60/MNMBtu, with a first-
half average of $4.40/MMBtu.

“In our view, the real rebalance has to come from the supply side,” Blanch said. “To
£ date, the impact of the sharp rig count reductions is still concealed by rising

' shale gas production. Despite the steep price declines, shut-ins of existing production
have occurred too slowly.

“Make no doubt, the market will eventually rebalance,” Blanch concluded. “We expect
the rig count reductions and natural field declines to drive dry production from a peak of
58 Bcf/d to 53 Bef/d by mid next year. Hence, there could be real value opening up in
the second half of 2010." — Bill Holland
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Gas Dalily

Tuesday, October 13, 2009

Consultant rips optimistic shale gas estimates

The conventional wisdom of abundant, economic shale gas supplies in the US was
criticized Monday by an independent consuitant, who told the annual meeting of the
Association for the Study of Peak Oil in Denver to make a distinction between resources
and reserves.

In a panel on the issue of gas as a game-changer, Arthur Berman, the director of geoscience
consulting firm Labyrinth Consulting Services, said current operators are underestimating
the rate of decline from shale gas wells, as well as the cost of developing them.

“The only cost that matters is the end marginal cost,” Berman said, and at a $7-$8/Mcf price
needed to be profitable shale gas would be quoted at a level more than imported liquefied
natural gas. Prices below that will render projects unprofitable, he added.

Berman did not dispute a recent Colorado School of Mines estimate that shale gas
reserves in the US are in excess of 2,000 Tcf. “These are resources,” he said. “They are
produceable at some cost. But a fraction of them are actually reserves, which means
they can be produced commercially.”

The pointed comments by Berman, who recently penned a widely-read article in World Oif

magazine about his findings, ranged from detailed reporting of his firm’s own results on studying
the Barnett and Fayetteville shales to at one point dragging in the ghost of Lehman Brothers in a
none-too-subtle dig at the promotional efforts by shale companies such as Chesapeake Energy.

Management of shale producers are promoting two concurrent miracles, according to
Berman: that producing shale gas can simultaneously be low risk/high reward, and that
an exploration venture can have high capital costs and low gas prices at the same time,
“and still make lots of money.”

Berman said companies such as Chesapeake have balance sheets marked by “a huge debt
load, borrowed money and effectively borrowed money through equity offerings. They are
always writing down assets, always selling assets, and they are more interested in booking
reserves than making money.”

Berman'’s panel also featured Peter Dea, a former CEO of both Barrett Resources and Western
Gas Resources, and now president and CEO of Cirque Resources, a Denver-based exploration
company. Dea spoke prior to Berman and gave a conventional overview of US gas reserves,
which he called an “American treasure.”

In a brief Q&A session following the panel, Dea addressed Berman's critical comments of
existing management at shale gas companies. He said there have been some “overstatements”
of reserves by some companies but said technology and efficiency increases are still under
development. Ultimately, despite “disappointments,” the industry will be profitable, Dea added.
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Of a USGS estimate of the Barnett Shale that the formation holds around 26

Tcf of recoverable resources, Berman said his firm estimates that only about 10 Tcf
will be produced — and of that, 70% will be noncommercial even at a $7 to

$8/Mcf price. Decline rates are rapid in the shale plays, but Berman said they are
far steeper than producers estimate. — John Kingston
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Henry Hub Pricing
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October 6, 2009 Release

799 - Jan-09 524 . Jan-10 4.70
854  Feb-09 4.51 - Feb-10 4.98
9.41 ' 396  Mar-10 : 489
10.18 349 . Apr-10 - 479
11.27 383 . May-10 - 470
12.69 3.80 . Jun-10 ¢ 4.61
1.09 ¢ Jul09 338 ¢ Ju-10 453
826 | Aug09 : 314" | Aug10 . 446
767 ' 297 | Sep-10 ;  4.54
674 1 Oct09 278 | Oct10 ; 488
6.68 . Nov-09 358 | Nov-10 ; 548
582 . Dec09 423  : Dec10 | 5.93

. Average ;"Ai'/‘érége " Average - :
2008 ¢ $ 8.862 : 2009 - § 3.743 2010 $ 4.87a;

. Summer - Summer : . . .|
2009 1% 3341 Blhan

Summer ¢
.. 2010 i 7

2008 2T

SRS |

- Winter 20081 ¢ 0
() B

Winter 20081
i_201M0 T

© 25

Hedging Meeting 10-23-09.xIsm _ 10/20/2009 EIA Prices



()

Winter Strip Nov09 - Mar10

$14.00

- -
P
’H 4
e
'th_::'"
A%
o)
o 4
o
¢ L
-
LI
oY
o 2 B
8
o -
ko o
l";J
iy
N -
s
e M
) . L. -
¢
» 4
.
KIS
2
de—=— L
N e
L
Al
o
- —+
Y
%) 4
P
s’ T
-
e +
S,
“._J" e
(LN
et -+
wla
[ 4
N
PP 4
ety
e £
"‘.'
> +
(A
ot 4
Lol )
o o™ 4
‘u
™ -+
1y ;
» -+
wtt
* :S A
. -
D . ] +
¢
LS -
g 4
LN
‘v, 4
P
e , L
-5
ko 4
o 't
2, +
)
d +
Y
-, +
€ g
Lt ;‘: 4.
-1, L
1
L 4
;\._'
b . -+
ot P
t
AL
o o] Q o [l (o) (] o o
S S & S S S S S S
(4] N <~ o [o2] «Q N~ © Yol
& & & & i *# * * *
uip/s

Case No. 2008-175

Attachment A

Page

600¢2/1¢/01
600¢/2/01
600¢/€C/6
600c/6/6
6002/9¢/8
6002/CL/8
600¢2/6¢/L

- 600C/SLIL

6002/L/L
6002/L4/9
6002/€/9
6002/02/S
6002/9/S
6002/22IY
6002/8/%
6002/52/E
6002/LL/E
6002/S2/Z
6002/1 112
6002/82/1
6002/7L/L
800Z/LET)
800T/LLIZH
800Z/E/ZT)
800Z/61/L 1
800Z/S/LL
8002/22/0L
8002/8/0}
8002/v2/6
8002/04/6
8002/L2/8
8002/EL/8
800Z/0€E/L
800T/94/L
8002/T/L
8002/81/9
800Z/7/9
8002/12/S
800T/L/S
8002/ET/Y
8002/61Y
8002/92/€
8002/Z4IE
8002/.2/T
800Z/E LT
8002/0€/}
8002/94/L
8002/2/1

174 of 306

1 High Low -CloseJ




Summer Strip 2010

$12.00

L)
o 1
4, !
..,
bty
ety
o 1
o
']
o
[ -+~
)
LI
l"'
Bl -+
24
ol
o+
R 4
-
o )
o
s ey “- A
1"
“,
-
A 4
[l R
T
-0
s 1
E
o
ot
b, 1
7
4
yatd
olf
e +
par
u"'
ot i
b
w
-
D4
Gy, +
(19 ¢
l" .
&
o, 4
A’
L
a?
LN 1
wt'
oy
P
L%
~ I..- e
.
— *
o
$ e T
oo
v
Bl 1
.
.< *
o
l‘ N
I 1
"
y,
t
o 4.
4,
LY L
» "
o
PR 1
K]
l:‘
N
S, T
a
Iy
?
Lt
(=] o (o] (=] <« < o Q Q o
g 8 &8 & & o© © o 9o 9o
~ o (o] [e0] P~ [(o] Vel <t ™ o
e/

2/

Case No. 2008-175

Attachment A
Page 175 of 306

6002/2/0}

6002/2/6

6002/2/8

6002/C/L

600¢/2/9

6002/2/S

600c/eiy

600¢/C/E

600¢/CIC

600¢c//L

800z/c/c

8ooZ/C/LL

800¢/c/0L

800¢/Ci6

800¢/2/8

800¢/¢/L

8002/2/9

800¢/2/G

800¢/ZIv

800¢/T/E

800¢/C/T

800212/

[ High Low - Close |




Case No. 2608-175
Attachment A
Page 176 of 306

Short-Term Energy and Winter Fuels
Outlook

October 6, 2009 Release

Natural Gas

U.S. Natural Gas Consumption. Total natural gas consumption is projected to decline by 2.0 percent in 2009
and 0.2 percent in 2010. Weak.economic conditions continue to hamper the industrial sector;where the
most recent data show natural gas consumption is down by 12.4 percent through July compared with the
same period last year. With lower consumption in the residential and commercial sectors as well, natural gas use
in the electric power sector continues 1o serve as the only demand outlet for increased natural gas supplies. EIA
data indicate that electric-power-sector natural gas consumption increased by 0.4 percent in 2009 through July,
compared with the same period in 2008, despite a 5.3-percent decline in total electricity generation over the same
period. Sustained low natural gas prices are expected to prolong the preferred use of natural gas in place of coal for
electricity generation in some regions until space-heating demand picks up this winter.

ElA expects natural gas consumption growth in the commercial and industrial sectors in 2010 to be offset
by a decline in the electric power sector. In addition to the assumption of fewer cooling degree-days next
year, higher relative natural gas prices and the start-up of new coal-fired generating capacity are all
expected to contribute to a réduction in natural-gas-fired electric generation in 2010.

U.S. Natural Gas Production and Imports. EIA expects total U.S. marketed natural gas production to
increase by 1.5 percent in 2009 and decline by 3.8 percent in 2010. Marketed natural gas production in the
Lower-48 States rose by 2.9 percent this year through July, compared with the same interval in 2008, despite a more
than 40-percent decline in the working rig count since the start of the year. While production has remained
stronger than expected through much of this year, EIA expects the pullback in drilling to lead fo a 3.6-
percent decline in Lower-48 production from the first half to the second half of 2009. In addition to the natural
rate of decline from producing wells, the current forecast assumes some additional production curtailments as
natural gas inventories begin to swell toward capacity limits this month. Although the working rig count has begun to
increase slightly in recent weeks, EIA expects domestic natural gas production to continue to fall, with
marketed production during the first half of 2010 to average about 1.8 billion cubic feet (Bcf) per day lower
than the second half of 2009. However, econoinic recovery and increasing demand next year are expected
to push prices up and provide the incentive for increasing production latér next year.

U.8. liquefied natural gas (LNG) imports increase to about 471 Bcef in 2009, from 352 Bef in 2008, and rise to
about 660 Bcf in 2010. Higher LNG import levels may occur on a temporary basis as cargoes are redirected from
Europe, where storage is reaching capacity and prices have declined. EIA expects that the startup of several large
LNG supply projects in 2010 will lead to an increase in U.S. LNG imports, although previous supply additions abroad
have been slowed by construction delays and feedgas shortages that contribute to EIA’s present uncertainty about
the future of current projects.

Global Crude Oil and Liquid Fuels

Global Petroleum Overview. Sustained economic g" rowth in China and signs of a turnaround in other Asian

ceuntries continue to fuel expectations of a global recovery in world oil consumption. EIA has revised its
expectations for world oil consumption upwards by 0.2 million barrels per day (bbl/d) for the remainder of
2009 and for 2010, in large part because of the revision to Asian growth. However, EIA has not revised its
WTI oil price projections upward because ample oil supplies remain on the market. Oil inventories remain
high and EIA expects oil production by the Organization of the Petroleum Exporting Countries (OPEC) to
increase as well, ’ ’

EIA expects the price of West Texas Intermediate (WTI) crude oil to average about $70 per barrel this winter
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(October-March), a $19 increase over last winter. The forecast for average WTI prices rises gradually to
about $75 per barrel by December 2010 as U.S. and world economic conditions improve. ElA's forecast
' assumes U.S. GDP grows by 1.8 percent in 2010 and world oil-consumption-weighted GDP grows by 2.6 percent.
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Duke Energy
Hedging Program

December 2009 — February 2010

November 3, 2009

At the October 23, 2009 Hedging Meeting, a decision was reached
not to hedge additional volumes due to the recent run-up in NYMEX

.prices, however, at that time it was stated to monitor the market for

significant price movements.

NYMEX prices for the December 2009—February 2010 strip have
decreased significantly from the October 23, 2009 meeting of $6.004
to $5.068 based on November 2"s closing price.

On November 3, 2009, Jim Henning, Jeff Kern and Steve
Niederbaumer met to discuss additional hedging in light of current
market conditions.

Information reviewed included pricing information and the current
positions in both the Ohio Hedging Program and the Kentucky
Hedging Program.

After discussion, a determination was made to hedge additional
volumes in Ohio and Kentucky converting FOMI base gas to a fixed
price. " |
A bid was received from and accepted by Duke Energy to
convert portions of FOMI base gas to fixed rate gas in Ohio and
Kentucky for the months of December 2009 through February 2010,
The rate accepted was —dth/day for December through
February in Ohio and _dth/day for December through Fébruary
in Kentucky.
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share they own and roughly $35/Encores share worth of Denbury stock. NYMEX HenryHuh gasiulurescontraci]ﬂov
Shareholders will be given the option to vary the mix of cash and stock within % .

the limit of the total deal being 70% stock and 30% cash, executives said. S Setlement  High  tow  +/- Volume

O
- 0 : : ! Dec 2009 4824 5115 4817 221 92611
9, g - T ? 2 5 3 b
The combined company will be 66% owned by Denbury shareholders and | {,J:Zn 2010 5162 5448 5155 228 30294
33% by Encore shareholders with Denbury’s senior management staying in charge b 2010 5217 5485 5211 227 9759
_Mar 2010

of the company, Denbury said. * hpr 2010
Denbury executives said Monday they expected most of Encore’s present "My 2010
employees to stay with the combined company.
The combined company will be known as Denbury Resources Inc. Denbury CAug 2010
has postponed its scheduled Q3 earnings and conference call from Tuesday to - Sep 2010
Thursday this week as a result of the deal. — Bill Holland

5205
203

8.1
5611 5784 5619
5758 6934 5,758

Devon to multiply Haynesville rigs ... fom page

3 .
. TAprzoi1 "T6.143 6230  6.143
“With a flow rate of more than {30,000 Mcf/d], we believe the Kardell well N::y_zon T 113 6.200  6.100
is the highest rate well ever drilled in the Haynesville Shale,” said David _Jun2011 6173 6.250 6.173
. : : : o 2011 243 6290 6,230
Hager, Devon's executive vice president of exploration and production. “This Aug 2011
is clearly a very positive development for the southern portion of the Sep2011 . &
. ” Oct 2011 6.458 6.610 6.450,
Haynesville Shale play. Nov 2011 6753 6800 .753
Hager said the company would go to a five-rig program next year in the pec2011 7053 7.100
: “ factive i : . Jan 2012 7.258 7.305
southern portion of the p_lay. Qur l.onger-term f)b;ectwe is to continue to system- - fob 2012 7248 7205 3 248
atically evaluate and de-risk our entire Haynesville Shale position,” he added. Mar 2012 7038 7.085 7,038
Devon spokesman Chip Minty said the company currently operates one rig in ‘:'1”;;200"122 g:gg o el
the area, having scaled back operations due to low commodity prices. un2012 T 6463 6463 6463
Devon holds 47,000 net acres in the southern Haynesville, mostly in San i‘gg"’ggfz . g-‘ggg 18 g-ggg
Augustine and Sabine counties in Texas and Sabine Parish, Louisiana; where it has  “sep 7012 6658 6.660 6628 135 3
a 100% interest in its primary term leases, Oct 2012 6.718 6.440 6403 135 32
hold $70.000 net in th H m q -Ne20t2_ 6983 6.983  6.983 :13.0 o
The company holds some 570, net acres in the greater Haynesville tren Cantract data for Filday
of Fast Texas and North Louisiana. Devon said it owns interests in more than Volume of t fed: 193,169
1,800 producing wells in the Carthage area, where it first began drilling in the Front-months open interest:
Haynesville. It has previously drilled eight horizontal Haynesville wells in the TDEC' 152"?1‘5‘ M:Le 19113"3‘%3: FEB, 42713
. Pres . S11: N . Otal open interest: »
greater Carthage area and has identified about 950 risked drilling lotations in pen i
the area. — Stephanie Seay ‘Henry Hub/NYMEX sprea

($/MMBLY)

RBS may have to sell Sempra JV interest ... fompager  °° [—venypwossnpes | T
2012. We also understand that any forthcoming divestiture order from the 5.2 | -~ NYMEX front month Cl?se -
European Commission is expected to allow for an orderly transition, comply
with our joint venture agreement and be executed in a matter that wou!d miaxi-
mizé the value of the business.

“Natiiral gas hitb flow, lov 2

Hub Name Schoduled +/- % Dally —31 Day Average— a0 27-0ct 280ct
Flow Change Price Flow Prce s . o
e -Platis 6l prices, Nov?2
1,101 21 1.98 4.135 982 4,019 '
114 . 4580 89.  _ 4.403
. e e 2808 5080 2,009 4685 s/t (5/mBty)
Iroguols. receipts _ 692 4610 671 4,478~ Gulf Coast spot
KernRiver, Opalplant . 881 5 872 3923 1% Reswl 72.1572.80 . 1158
Negara . ... _.213 0 . 225~ a431 _ 3% Resid? T 708557080 13923
Nosthern, Venture _ - 704 640 4.382 e e e LN
Northern, demarc 1,051 1348~ a.273 Lrude spot :
Ci 691 746 o WH{Decr 77847788 1336
_PG&E, Malin_ o 1,372 1,331 4499 . New York spot .
“Stanfield, Ore. R 218 .34 4450 T Nogi I 83.99-84.20 14.44
- Transco,zone 3 . ._1,225 24 _ 1371 4011 0.3% Resid P37 T766076.65 1239
_Transco, zone 6 N.Y. . 1,361 7. 120 1349 4. 453 0.3% Resid HPS . 74.4574.50 1185
- . ori e For n . ) LOT%Resid® T T 72407245 1182
Volumes In 000 MMBtu; prices In $/ For more infor n, contact Bl Murphy at 720-548.5485. 1% Rogids : 51657560 1146

Source: Platts data - -
: 1= barge delivery; 2= pipeline dolivery: 3= cargo delivery

6| Conyright © 2009 The McGraw-Hill Companies
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‘ NYMEX Closing Price
5-yr. avg. | Last Year CERA EIA ] NYMEX Hedged Prices
(04/05-08/09) | (2008-2009) 25-Sep-09| 6-Oct-09 | 22-Oct-09 Qhio  Kentucky
NOV ...... $8.47 $6.47 $3.580 $5.100
Dec | $8.31 $6.89 $4.230 |5 $5.793
Jan | $7.36 | 36.14 $4.700 | 1$6.078
Feb $6.82 $4.48 $4.980 P ($6.140
Mar $6.79 $4.06 $4.890 |  $6.067
Apr $7.06 =$3.63 $4.790 $6.037
$7.21 $3.32 $4.700 $6.073
$7.02 $3.54 $4.610 $6.133
$7.37 $3.95 $4.530 $6.213
$6.68 $3.38 $4.460 $6.286
$6.87 $2.84 $4.540 | $6.337
$7.15 $3.73 $4.880 $6.492
12 Month Avg $7.26 $4.37 $4.574 $6.062
Summer Average $4.644 $6.224
Winter Average $4.476 $5.836
. $9.00‘ IERR I
()
$8.00
$7.00
$6.00
$5.00
$4.00
$3.00
Nov Dec Jan Feb Mar Apr May. June July. AugSept Oct

o)

[/
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (10/31/09)
Delivery Supply Total Regquired Allowed
Month Dth/mo Dth/iday Dth/mo dth/day dth/day

Nov-09
Dec-09
Jan-10 §
Feb-10 e
Mar-10 } T

Winter 09/10
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Summer 2010 Co
Target Levels By March 31, 2010
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Winter 10/11
Target Levels By October 31, 2009

Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Summer 2011 o
Target Levels By March 31, 2010

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

Target Levels By October 31, 2009
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bid was aocep(ed in addition, co
) @ Col Gulf Malnline for June 2010~Aug. 2010.- A bid of

Duke's Asset Manager) for a price
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Gas Commerclal Operations
Hedging Program
Market indicators Summary
November 13, 2009
Price Page
Pressurel Term I Comments Ref
Weather
NOAA predicting above average {emperatures for Dec 2009-Feb. 2010
Long Term Forecast {Dec 09-Feb 10) l Long {for most of the continental United States with below normal temperatures 11
in the south-eastem/central states.
. December predicted to be 5.7% warmer than 10 year normmal and January
>
Mid Term Forecast (30-60 days) Long is predicted o be 4.6% colder than 10 year normal. 2
Differing levels of Above temperatures dominating Canada and the Uniled
Short Term Forecast (6-10 days) l Short States for the 6 10 10 day period. 13
Tropical Storm Activity Ltong {No agl_\glty at this time that would threaten the production areas
Storage Inventory
Storage injections for the week ending November 6th were 25 BCF.
Storage levels are at 3.813 TCF which Is 10.1% higher than tast year and
€IA Weekly Storage Report l Long 12.0% higher than the 5 year average. First time in history that the 1
storage inventory has surpassed 3.8 Tcf.
industry Publications
Cambridge En rch Associates Our expeciation remains that bearish fundamentals will keep prices low
Summer 2010; i Long |throughott inter and into 2010. CERA projecting MMBtu for 15
Winter 2009/1 2009 and § or 2010
US gas market gradually coming info balance—one analyst predicling a
. sharp recovery of gas prices next year {o average $7.50/Mcf. Other
Gas Dally 1 t Long 1o naiyst more pessimistic about pace of recovery predicting $4 85/Mcf for 16
2010,
- i There is “significant downside price risk with normal weather” due to the
Gas Daily l Long large storage inventory. 7
The number of rigs needs to grow by about 50% to meet a 1 Bel/d annual
Gas Daity ? Long {gas demand increase expected to start next year. "Gas prices have torise{ 18
to entice more drilling”.
All forecasts for this winter are for Colder than Normal
{ndustrial production is picking up
Planalytics—Winter 2008-10 Update T Long [Could beat record draw i injections continue to slow
2040 Price Forecasts: Barclays—3$6.30 Deutsch—$6.40 BP-$7.00
ConocoPhillips—$8.00
Government Agencles
Energy Information Administration With a growing economy and expécled decrease in gas production, the
Summer 2010: $4.636 T Long {projected Henry Hub annual average spot price increases from $3.71 per 19
Winter 2009/10; $4.602 MMBtu in 2009 to $4.06 in 2010.
Tochnical Analysls .
Winter 2008-10 Strip Chart + | short fClosed et s4.71. 20
Winter 2010-11 Strip Chart 1‘ Short [Closed at $6.27. 21
Summer 2010 Strp Chart f Short [Closed at $5.14 22
Economy . i
EIA: Natural gas consumption Is projected to decline by.1.8% In 2008 and
1.1%in 2010. Low prices have contributed to a 2% Increase in gas used
Demand > Long in electric generation from Jan-—-Aug. over last year. A large decline in 23
electric generation’s consumption in 2010 is projected to more than offset
consumption growth In the other sectors.
ElA: Total U.S. marketed natural §as production is expected to Increase by,
2.8% In 2009 and fafl by 3.8% in 2010. EIA expects that the reduced
Supply T Long {aeiling rates and steeper decline rates from new wells brought on stréam 23
In 2009 will lead to fower levels of production during 2010.
Sustained economic growth in China and other Asian Is contributing to the
beglnnings of a rebound in world olf consumption. EIA expects WTI crude
Qif Market T Long {oi1 {o average about $77 per barre! this winter, an increase of $7 compared 23
with last months report.
Meetlnﬁ Minutes: 10th Fioor NoHR Conference Room - 2:30 pm
Aftendees: Patty Walker, Jim Henning, Jefl Kem, Mike Brumback, Joachim Fischesser and Steve Niederbaumer
Discussed market fundementals such @s weather, storage lnventory levels, and economic factors such as supply and demand. Discussed the
CERA and EJA forecasts as well as analyst predictions conceming price expactat!ons in addition, discussed Winter and Summer Strip Charts
based-on Technical Analysis. Discussed our current postions within Ohio and Kenltucky hedging pians and that the hedging percentages changed
November 1st. In addition, discussed the spreads ‘between current NYMEX prices and historical prices. Discussed th
temperatures lmpad on NYI was made to hedge additiohal gas. On November 17th contacted
@ Col Gulf Malnline for Nov. . 2012, The blds were:

0

as offered and accepled based on the NYMEX price
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Duke Energy Kentucky

Hedging Program
Current Position
System Hedged to Date Next Target (3/31/10)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dih/mo dth/day dth/day
Nov-09 EETESE
Dec-09 I8
Jan-10
Feb-10

Mar-10
Winter 09/10
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By October 31, 2009

Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Summer 2011
Target Levels By March 31, 2010

Nov-11

Dec-11

Jan-12

Feb-12

Mar-12

Winter 11/12 I -
Target Levels By October 31, 2009

Apr-12
May-12
Jun-12
Juk-12
Aug-12
Sep-12
Oct-12
Summer 2012
Target Levels By March 31, 2010
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NYMEX Closing Price
5-yr. avg. | Last Year CERA EIA NYMEX Hedged Prices
(04/05-08/09) | (2008-2009) 26-0Oct-09 | 10-Nov-09] 13-Nov-09 Ohio  Kentucky
Dec | $8.31 $6.89 $4.500 |  $4.370
$7.36 $6.14 $4.770 $4.761
$6.82 $4.48 $4.880 $4.841
$6.79 $4.06 $4.760 $4.870
$7.06 $3.63 $4.790 $4.887
$7.21 $3.32 $4.6707] $4.946
$7.02 $3.54 $4.550 | $5.044
$7.37 $3.95 $4.480 $5.154
$6.68 $3.38 $4.410 $5.239
$6.87 $2.84 $4.560 $5.304
$7.15 $3.73 $4.990 | $5.429
Nov | $7.80 $4.29 $5.500 | $5.857
12 Month Avg $7.20 $4.19 $4.738 $5.059
Summer Average $4.636 $5.143
Winter Average $4.882 $4.940

$9.00

$8.00

$7.00

$6.00

$6.00

$4.00

$3.00

Dec Jan Feb Mar

Apr May June July Aug Sept Oct Nov

/0




]iz’%ge fofl

é ) Page 190 of 306

Case No. 2008-
Attachment A

+ 7S

B

N»

NS EQUAL
€ FOR R,

N MEANS NHORHAL

EC MER
CHANCE
A MEANS RABOVE
B MEANS BELOW

11/12/2009

I

http://www.cpc.ncep‘.noaa;gov/products/predictions/longmrange/ lead02/0ff02_temp.gif
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STMDA FarthSat’s 30-60 Day“Outiook

Wednesday, November 11, 2009
EarthSat Weather Y
Forecaster: SS/BH

Departure from 30-year normal (°F})

Updated:

T
T
Nov 11, 2009
E+otorte 0 . [7]-0.1t0-04 -0.5to -0.9 1.0 t0 1.9
W -20t0-29 B <3.0
: evious G
: 7 reater coverage of aboves
%) Some warm changes in the West 2 ~ i A
%7 g ; in western Canada
Moderate El Nifio still expected R
p g Warmer in the Northwest
The forecast continues to warm across much of the US in December as { [ Widespread warmth confinues in the January forecast, with warmer changes
confidence in a moderate El Nifio increases. Warm changes were seen noted across much of the northemn tier. Confidence continues to increase in a
particutarly in the West with more aboves in the Northwest, and alsointhe ¥ Imoderate El Nifio, though as we mentioned last week, that scenario brings
- Southeast with marginal belows limited to the coast. SST anomaliesinthe § labout several different possibilities. Our LongCast model uses statistical
( central Pacific continued to rise since Iast week, with region 3.4 region analysis to find the years that had the most similar E} Nifio pattems as the
S reported at 1.7C on Manday. While this technically is within the strong current ones and weights those years accordingly. Currently, it appears that
range, we do not expect it to remain at this level and have already seen a 2002 and 1994 are the closest fits from an ENSO standpoint alone, These
slight decrease from its peak. With the El Nifio numbers as high as they are § [years combine to produce an outlook similar to ours, though cooler in the
and with a near-neutral PDO, we expect ENSO to be the main driver of the | ] East (a refleclion of 2002). To break it down further, these years showed the
forecast, at least for December. That having been said, with such a stub- morith being split between a very warm first half and cooler second half. We
bormn pattem in November, that may leave room for more volatility in the expect a similar outcome as it is typical " e
patlemn in December, particulary in the East where we don't expect tem- during the break-down of Ef Nifio events. e
peratures to be quite anomalously warm. The statistical correlation relating 1 0ur current forecast shows the warmer start
cold Octobers to warm Decembers also helps increase confidence in the ‘Joutweighing the cold finish, however there is
overall forecast a cold risk evident.
Nov GWHDD* Forecasts *10Y Normal updated to 99-08 | |Dec GWHDD™ Forecasts *10Y Norrnal updated to 99-08
10Y Normal* 855.8 957 0 ,1_QY.N9WG=,,;,.,§;:;£
. f . 30Y Norma .6
Dec 2009 Fcst: | 807 .0 [36YNormal . 87358 { | Jan 2010 Fcst: .U |30V Normal _ 377.9
Dec-2008 ; 897.6] Jan-2008 | 1026.2
Change: -1.0 *Natlona! Gas-Weighted HDDs Change: -5.0 *National Ges-Weighted HDOs

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax (240) 833 8301
www.mdafederal.com/wx/ ©2009 [30-60 Day-Outlook, Version 2.1}

[
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EarthSat’s 6-10 Day Forecast-Dietdiled

Thursday, November 12, 2009
Forecaster: BH/EW

Today’s Forecast:
Much Aboves Possible in Northeast at Times
Early Cut-off Low Lacking a Cold Air Connection

A cut-off low early on in the forecast period could bring some
belows to the southern Plains but its lack of any cold air con-
nection will prevent those belows from spreading elsewhere.
The low could, however, knock down temps in.the N. Plains
and Midwest from much above to above levels. The Ameri-
can models show stronger troughing late in the period across
the mid-continent but there is little support to aflow colder
temps to be realized. Temps closer to seasonal levels are
expected as a result. Much aboves are possible during at
times across the Northeast, especially late.

Pr

i
LiEnd it
7

nfid

Forecast Confidence: 6

Forecast Confidence: 6

A +3F to +4F BB A +5F to +7F Il MA +8F to +14F Il SA +15 or Higher

Q B-3F to -4F [E B -5F to -7F M MB -8F to -14F WM SB -15 or Lower

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel {240) 833 8300 (backup: 301- 231-0664)
Fax {240) 833 8301 www.mdafederal.com/wx/ ©2009 [Morning Basic-Page 3, Version 2.1}

/3
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Oificial Energy Statistics fromthe U S Governnent
Home - Natural Gas ~ Weekly Naturel Gas Storage Repont

Weekly Natural Gas Storage Report

Befease Schedute
Sign Up for Email Updates

) ‘-‘ssed: November 13, 2009 at 10:30 A.M. {eastemn time} for the Week Ending November 6, 2009.
. Release: November 19, 2009

beking Gas in Underground Storage, Lower 48 other formats: Summary TXT CSV

Stocks in billion cubic feet {Bcf) Historical Comparisons
East 2,093 2,085 8 2,037 2.7 1,975 6.0
West 521 514 7 467 11.6 454 14.8
Producing 1,199 1,189 10 960 24.9 976 22.8
Total 3,813 3,788 25 3,463 10.1 3,404 12.0

Notes and Definitions

Summary SRR

Working gas in storage was 3,813 Bef as of Friday, November 6, 2009, according to £IA estimates. This represents a net
increase of 25 Bcf from the previous week. Stocks were 350 Bcf higher than fast year at this time and 409 Bcf above the
s-year average of 3,404 Bcf. In the East Region, stocks were 118 Bcf above the S-year average following net injections of
8 Bcf. Stocks in the Producing Reglon were 223 Bcf above the 5-year average of 976 Bcf after a net injection of 10 Bcf.
Stocks in the West Region were 67 Bef above the 5-year average after a net addition of 7 Bcf. At 3,813 Bcf, total working
gas is above the S-year historical range.

Working Gas in Underground Storage Compared with 5.Year Range
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Note: The shaded area indicates the range between the historical minimum and maximum values for the
weekly series from 2004 through 2008.

Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines Indicate
current and year-ago weekly periods.
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- Gas Dally

Friday, October 30, 2009

Analysts differ sharply on 2010 gas price outlook

While two enerqy analysts agreed Thursday that the US gas market is gradually coming into
balance, they expressed sharply different views on what effect that would have on prices.

“Tudor Pickering Holt Managing Director David Pursell predicted a sharp recovery in gas prices next

year, to an average of $7.50/Mcf, due to the impact of drilling cuts and an economy-driven
increase in demand.

David Pruner, Wood Mackenzie's head of globa! gas and power account management, agreed that
production cuts are keeping a floor under prices, but he was more pessimistic about the pace of
economic recovery, saying gas prices would average just $4.85/Mcf next year,

“The US economy drives gas demand,” Pruner told an audience of more than 400 at Platts’ second
annual Appalachian Gas Conference in Pittsburgh. Over the longer term, Pruner predicted that gas
would trade in the $5 to $6.50/Mcf range for much of the next decade.

The good news for producers in the Marcellus Shale and similar unconventional gas plays is that
the industry can still make money at those prices, Pruner said. “There are major cost reductions in
shale,” he said, adding that the industry’s experience shows producers reducing their drilling costs by
25% as those plays mature and getting better at extracting gas from the rock formations.

“Costs will come down to about $3 to $4 million/well,” he predicted, adding that the Marcellus’ geographic
location next to the gas-consuming Northeast corridor virtually guarantees that gas will sell at a premium
to other markets.

Meanwhile, Pursell to!d the conference that cuts in the rig count have already trimmed 1 Bef/d of
onshore production and ultimately could reduce North American gas supply by 10% in 2010 —
bolstering his projection of $7.50/Mcf gas next year.

He said his analysis shows a further 5% drop in supply in 2011 and another 3% decline in 2012. That,
combined with growing demand, underscored his prediction that gas will trade in the $5 to $8/Mcf range
long-term.

Pursell said Tudor Pickering divides the US info 32 separate production regions and its analysis shows
onshore conventional production is falling sharply, particulatly in South Texas and the Rockies.

In contrast, production in the East region has doubled, driven by Marcellus Shale development, Pursell
said. And shale will continue to contribute more to North America’s gas supply each year, up to 21
Bcilyear by 2013, he predicted.

Pursell cautioned attendees that while stable prices are good news for low-cost production plays such as
the Marcelius, "shales are tough,” and full-scale development of the Marcellus and Haynesville will tax the
industry’s abilities in engineering and geology at a time when there are fewer enérgy engineers
graduating from North American colleges. — Bill Holland
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Gas Daily

Tuesday, October 27, 2009
Denhardt raises Q1 price forecast, says normal winter won’t tighten market
While weather will certainly play a role in gas prices during the heating season, one

analyst said Friday that he strongly disagrees with those who say a normal winter will
tighten the market and raise prices.

Ron Denhardt, vice president at Strategic Energy & Economic Research, said he has reviewed
a number of models, and most support the notion that if weather is normal, the heating
season will still end with record levels of gas in storage.

He estimates that 1.8 Tcf will be left in inventory at the end of March 2010 assuming a normal
winter, compared to 1.656 Tcf last March and a five-year average of 1.486 Tcf. Denhardt noted
that there is “significant downside price risk with normal weather” due to the large
storage inventory.

However, Denhardt raised his own projection for the first-quarter 2010 average Henry
Hub price to $5.50/MMBtu from the $4.80/MMBut he forecast a month ago, “because of
the possibility of colder than normal weather and the impact of the flow of funds.”

Until and unless there is strong downward pressure on the natural gas market because of the
need to cycle storage in March, prices can increase substantlally without any significant impact
on the supply-demand balance,” he said.

Denhardt said gas and oil prices are being supported by concerns about the loss in the value of
the dollar, “in spite of the fact that the supply/demand. balance for both markets is very loose.”
Gas prices are also finding support because of the possibility for a colder than normal winter, he
added.

Denhardt said that when storage operators begin calling for mandatory drawdowns, it could put
strong downward pressure on prices in March and possibly even February. A 5% change in
heating degree-days causes about a 250 Bcf change in gas consumption during the

heating season, he noted.

For the non-heating season, Denhardt said gas prices need to be high enough to increase
drilling in order to assure sufficient gas storage by the end of next year. He noted that

US gas productive capacity declined about 0.5 Bef/d from the end of June through August, and
will fall another 2 Bef/d by the end of March 2010 — amountmg to a 6% annual

decline rate that is “well above hlstonc expenence

With normal weather, non-heating season prices will have to average about $5.75/MMBtu to
balance the market, Denhardt said. — Stephanie Seay
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Gas Dailly

Friday, November 13, 2009
Analyst: Rig count needs to rise 50% to meet impending demand increase

The number of rigs actively drilling in the US needs to grow by about 50% to meet a 1 Bef/d annual
gas demand increase expected to start next year, an industry analyst said Thursday.

“The industry4s broken at 1,000 rigs total,” Dave Pursell, managing directer-of Tudor, Pickering Holt, said
at a meeting of the Houston chapter of the International Association of Energy Economics. “We think that
in the near term, the current rig count is unsustainably low.”

He said the industry needs about "1,500 rigs total to keep production up to meet a 1 Bef/d per-year
demand growth,” Pursell said. And even that would be sharply below the number of rigs operating at the
height of 2008’s drilling boom.

“We don't need 2,350 total rigs drilling for oil and gas like we did last year,” Pursell said. The increasing
importance of shale gas as part of the overall US supply picture will mean the need for “fewer rigs in
fewer places.”

The analyst said his long-term price projection “is a lot lower” than the average prices seen in 2008. “An
$8[/Mcf] price is off the table,” he said. “We're probably a litlle bit more optimistic on gas prices in the near
term. As declines kick in and the market tightens, prices will go up.”

Pursell estimated that 2010 gas production could decline by as much as 10% and drop another 5%
in 2011 based on current drilling levels. “Gas prices have to rise toe entice more drilling,” he said.

Conventional onshore gas production has been on the decline since early this year, Pursell said, adding
that producers are voluntarily curtailing volumes in two ways: by shutting in wells and by drilling wells but
not completing them.

He noted that Gulf of Mexico gas production has declined by half in the last eight years, from 14 Befid in
2001 to 7 Bef/d today, while production from shale plays has increased from about 1 Bcf/d to between 7
Bcef/d and 8 Bef/d over the same period — effectively offsetting the Gulf decline.

“People have left the Guif because it's not a growth basin,” Pursell said.

The increasing importance of shale gas has led to a dramatic increase in the number of horizontal wells
drilied over the last eight years, Pursell said. In 2001, about 5% of

all gas wells were drifled horizontally, while today that figure is closer to 50%.

And as shale gas activity ramps up, “you almost double the number of horizontal rigs in shale plays from
what we saw in September of last year,” Pursell said.

Producers will see drilling costs remain fairly low even as the rig count inches higher, Pursell predicted.

“You'll tend to have the higher-horsepower rigs running, but the
fact that you'll have 825 rigs sitting in the yard will be an anchor on day rates.” — Jim Magill
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Short-Term Energy Outlook

November 10, 2009 Release
(Next Update: December 8, 2008)

Natural Gas

U.S. Natural Gas Consumption. ElA projects total natural gas consumption to decline by 1.9 percent in 2009
to 62.2 billion cubic feet {Bcf) per day and by another 1.1 percent in 2010. While the broad economic downturn
led to a drop in total consumption in 2009, low prices have contributed to a 2-percent increase in natural gas
use in the electric power sector from January through August of this year compared with the same period in
2008. The recent increase in natural gas prices has contributed to a return to normal seasonal levels of
natural gas consumption for electric power generation. EIA expects natural gas use in the electric power sector
to remain near normal in the coming months as the onset of winter weather and the corresponding increase in space-
heating demand lead to higher prices.

A large decline in electric power sector consumption of natural gas in 2010 is projected to more than offset
natural gas consumption growth in the residential, commercial, and industrial sectors. The anticipated

addition of new coal-fired generating capacity combined with higher natural gas prices should reverse the coal-to-
natural-gas switching trend that accounted for the large increase in electric-power-sector natural gas consumption
this year.

U.S. Natural Gas Production and Imports. EIA expects total U.S. marketed natural gas production to increase
by 2.8 percent in 2009 and decline by 3.8 percent in 2010. While working natural gas rigs have declined by more

than 54 percent since cresting at 1,600 late in August 2008, marketed natural gas production in the Lower-48 non-
Federal Gulf of Mexico has only declined by 0.6 percent between January and August. The natural gas rig count is
on the rise again after bottoming out in mid-July 2009, according to Baker Hughes. Nonetheless, EIA still expects
that the reduced drilling rates and steeper decline rates from new wells brought on stream in.2009 will lead to
lower levels of production during 2010.

EIA expects pipeline imports of natural gas to decline by 13 percent in 2009 and 7 percent in 2010 based on lower
expected production and higher consumption in Canada. Pipeline imports have averaged about 1 Bcf per day below
year-ago levels all year, dropping considerably in the most recent months.

U.S. liguefied natural gas (LNG) imports increase to about 470 Bef in 2009 from 350 Bcf in 2008 and rise to
about 660 Bcf in 2010 in this forecast. Although winter weather in the Northern Hemisphere tends to increase
global LNG demand and limit cargoes available for the United States, the recent start-up of new liquefaction projects
in Qatar and Yemen may lead to higher U.S. LNG impor flows before the yearis out. The increased supply of LNG
brought about by the start-up of several large LNG supply projects in late-2009 and in 2010 contributes to an increase
in the outlook for U.S. LNG imports next year. However, the timing of these new liguefaction additions is extremely
difficuit to judge. In the past, projects have been delayed and postponed for significant lengths of time as a result of
feedgas shortage and construction problems.

Global Crude Oil and Liguid Fuels.

Global Petroleum Overview. Sustained economic growth in China and other Asian countries is contributing

to the beginnings of a rebound in world oil consumption, leading EIA to revise its expectations for world oil
consumption upwards for the second consecutive month, with consumption growth increased by 0.15 -
million barrels per day (bbl/d) for both 2009 and 2010 compared with the last Qutiook. Although Organization

for Economic Cooperatlon and Development (OECD) oil inventories (as measured in days-of-supply) remain high,
optimism for a continued economic tumaround combined with the impact of Organization of the Petroleum Exporting
Countries’ (OPEC) production cuts have driven oil prices higher, However, if the economic recovery. stalls and oil
consumption does not rebound, oil prices could weaken given the high level of inventories.
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Gas Commercial Operations
Hedging Program
Market indicators Summary
December 16, 2009

Price Page
Pressure Term Comments Ref
NOAA predicting above average temperatures for Dec. 2009—-Feb. 2010
Long Term Forecast (Dec 09~Feb 10) l Long |for most of the continental United States with below normal temperatures 10
in the south-eastem/central states.
. Januvary predicted 1o be 4.5% colder than 10 year normal and January is
3. t _
Mid Term Forecast (30-60 days) Long predicted to be 6.0% colder than 10 year normal. B
. Differing levels of Below temperatures dominating Canada and the United
Short Term Forecast (6-10 days) T Short States for the 6 to 10 day period. 12
Tropical Storm Activity <« | Long |Allantic hurricane season mildest since 1997 due to El Nino. 13
Storage lnventory
Storage withdraws (1st of the season) for the week ending December 4th
EIA Weekly Storage Report l Long |were 64 BCF. Storage levels are at 3.773 TCF which is 14.3% higher 14
than last year and 15.7% higher than the 5 year average.
Industry Publications
Cambridge Ene| rch Associates Producers are maintaining drilling activity at a pace that promises, at best,
Summer 2010: l Long |modest volume reductions. CERA projecting MBtu for 2009 and 15
Winter 2009/10 r 2010,
Rising output from shale gas wells is offsetting production cuts from idled
Gas Daily l Long |conventional rigs. Goldman Sachs forecasts 2010 NYMEX price to 16
average $6/MMBTU and $6.50/MMBTU for 2011.
Falling marginal well costs and a bright future for shale plays mean most
. ‘ producers will continue drilling if gas prices remain at about $5/Mcf. The
Gas Daily Long Ipotiom line is that long-term, the marginal US gas well cost curve will be 17
pushed steadily lower over the next several years.
Gas production volumes will fall far less than expected because of
Gas Daily l Long jincreased output from shale plays. The decline in 2010 will be 2.4 Bef/d, 18
half of what some analysts have forecasted.
Government Agencies )
. - . The projected Henry Hub annual average spot price is expected to
Energy Information Administration increase from $3.84 per MMBLU in 2008 to $4.488 in 2010. ‘Projecled
Summer 2010: $4.293 | ong . ‘ - 5778 thie 19
Winter 2009/10; $4.218 average household expenditures on natural gas total $778 this winter,
T compared with $889 last winter.
Technical Analysis
Winter 2009-10 Strip Chart 1‘ Short {Closed at $5.39. 20
Winter 2010-11 Strip Chart $ | 'short |closedat s6.70. 21
Summer 2010 Strip Chart + | short [Closed at $5.64 2
Economy
ElA: Natural gas consumplion is projected to decline by 1.9% in 2009 and
0.4% in 2010. A return to normal weather and expectations for economic
growth are the drivers for consumption increases in residential,
D ..
Demand Long | commercial and industrial sectors in 2010. A large declie in electric 23-24
generation’s consumption in 2010 is projected to more than offset
consumption growth in the other sectors.
EIA: Total U.S. marketed natural gas production is expected to increase
by 3.7% in 2009 and fall by 3.1% in 2010. The recent dip in September
Supply T Long [production appears to be the result of shut-ins, maintenance, and pipeline | 23-24
constraints, as opposed 1o declining field productivity.
Expectations of a continued global economic tumaround have buttressed
Oil Market T Long {oil markets, and this Outlook assumes world oil-consumption-welghted 23-24

real GDP grows by 2.6% in 2010,

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm
Aftendees: Patty Walker, Jim Henning, Joff Kern, Mitch Martin, Mike Brumback, and Steve Niederbaumer

Discussed the results of the two deals completed on November 17, 2009, In addition, discussed cumrent market conditions including weather
forecasts, storage levels and various analysts projections as well as EIA's forecasts for naturat gas and oil markets. Based on the discussion, as
well as the current position of the Hedging Program, no additional hedging is proposed.
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/10)

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

Nov-09

Dec-09

Jan-10

Feb-10 ’

Mar-10 &

Winter 09/10
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By October

Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Summer 2011
Target Levels By March 31, 2010

Nov-11

Dec-11

Jan-12

Feb-12

Mar-12 e L

Winter 11/12 .
Target Levels By October 31, 200

Apr-12
May-12
Jun-12
Jul-12
Aug-12
Sep-12
Oct-12
Summer 2012 : i
Target Levels By March 31, 2010
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES F?8¢ 209 of 306
TO CURRENT FUTURES PRICES

$7.00

$6.00

$5.00

$4.00

$3.00

Jan Feb

Mar Apr May June July Aug Sept Oct Nov Dec

Historic Prices:
NYMEX Closing Price
§-yr. avg. | Last Year CERA ElA NYMEX Hedged Prices

(04/05-08/09) | (2008-2009) 24-Nov-09] 8-Dec-09 | 16-Dec-09 Ohio Kentucky
$7.36 $6.14 $4.380 $5.332
$6.82 $4.48 $4.540 $5.402
$6.79 $4.06 $4.430 $5.437
$7.06 $3.63 $4.470 $5.452
$7.21 $3.32 $4.360 | $5.494
$7.02 $3.54 . $4.150 | $5.555
$7.37 | $3.95  $4080| $5.635
Aug | $6.68 $3.38 $4.090 | $5.712
Sept | $6.87 $2.84 $4.220 |  $5.757
Oct | $7.15 | $3.73 $4.680 |  $5.892
Nov | $7.80 $4.29 $5.000 | $6.282
Dec $7.62 $4.49 $5.460 $6.662
12 Month Avg $7.14 $3.99 $4.488 $5.718
Summer Average $4.293 $5.642
Winter Average $4.762 $5.823
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EarthSat Weather
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STMDA EarthSat’s 30-60 Day*Olittbok

Wednesday, December 69, 2009
Forecaster: SS/BH/TH

Updated: )L
Dec9,2009 "k RS

Updated: & {

Diec 9, 2009~

[C]+0.1 to +0.4 +0.5t00.9 [EEl+1.0t0 +1.9
23.0

.., [C]-01t0-04 [EH 05t0-0.9

-1.0 to -1.9

B -2.0 to -2.9 £3.0

Previous

?- Still favoring warmth overall

Low confidence forecast

.

Despite December panning out much colder than initially expected, there
were very few changes {o the January outlook. Only a few minor cool

and below normal, with a very cold October and (likely) December and a
very warm November in between. The AO has generally followed suit,
coming in largely negative throughout October, positive for the majority of
November, and now negative through December. Blocking has tumed out
to be the main driver of the weather so far this month, with El Nifo taking a
backseat and allowing for Arctic intrusion into the US. The main question
will be whether or not blocking will remain in the driver's seat through the
winter or if EI Nifio will come back as the main player. Blocking has not
shown a tendency to last more than 3-4 weeks at a time over the past
several months, and if it does indeed break down we should see a more
typical Ef Nifio January with widespread warmth. However, given how
things have played out thus far, confidence is low.

tweaks were made to the East. The past few months have altemnated above ]

s, LIEVIOUS  colg outlook continues

in the East

Confidence remains low

February remains unchanged with a cold outlook stili favored in the East and
generally seasonal to warm weather in the West. Confidence in the forecast
remains low due to the uncertainty of El Nifio as a driver of the forecast. We
had expected more of a back-loaded winter this year as most of the preferred
El Nifio analog years showed a pattern where Arctic air finally was allowed
into the US, particularly the eastem half. Winter has started out colder than
expected, but that doesn't discount the possibility that it will also end cold.
The map on the botiom right shows a historical
composite of Februarys in El Nifio years that are
similar to the current and expected Pacific pattern.
This pattem will become more likely if the north
Atlantic blocking that we saw in October and De-
cember retums again, which would be possible
given its periodicity of late.

Jan GWHDD* Forecasts *10Y Normal updated to 99-08

10Y Normal* 914.9

Jan 2010 Fest: | 956.0 [30Y Normal | 977.6]

Jan-2009 1026.27

Change: +2.0 “National Gas-Weighted HDDs

Feb GWHDD* Forecasts *10Y Normal updated to
826.0 10Y Normal*y
) .(J [30Y Normal |
Feb 2010 Fcst: 5006 ‘ Tt

: +0.
Change 0.0 *National Gas-Welghted HDDs

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240) 833 B300 Fax (240) 833 8301
www.mdafederal.com/wx/  ©2009 [30-60 Day-Outlook, Version 2.1]
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EarthSat’s 6-10 Day Forecdst-Pretidiled

Wednesday, December 16, 2009
Forecaster: BH/AC

Previous|

Today’s Forecast:
Mid-Continent Has Colder Potential l.ate
Brief Warm Up Possible in MW & East

Overall, the cold pattern persists across much of the country,
and models are in good agreement with this aside from some
day-to-day details. The eastern portion of the nation still holds a
cold risk with the potential for more much belows to be seen
through Day 7. However, a warming trend is aiming to occur in
the Midwest and East mid to late period. This short-lived warm
up potential is depicted by the most recent European operational
model. The next cold air mass diving through the Rockies for the
second half of the period could bring a colder risk for the Mid-
Continent late.

Forecast Confidence: 6

Forecast Confidence: 5

A +3F to +4F B8 A +5F to +7F Il MA +8F to +14F Il SA +15 or Higher
B -3F to -4F B -5F to -7F EE MB -8F to -14F MM SB -15 or Lower

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

Fax (240) 833 8301

www.mdafederal.com/wx/ ©2009 [Morning Basic-Page 3, Version 2.1}
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Gas Dalily

Tuesday, December 1, 2009
Atlantic hurricane season mildest since 1997 due to El Nifio: NOAA
The 2009 Atlantic hurricane season, which officially ended Monday, bhad the fewest named storms

since 1997, thanks in part to El Nifio conditions that developed in mid-summer, the National
QOceanic and Atmospheric Administration said.

NOAA said nine named storms formed this year, including three hurricanes, two of which were
major hurricanes of Category 3 strength or above. The agency said these numbers fall within the
ranges predicted in its mid-season outlook issued in August, which called for seven to 11 named storms,
three to six hurricanes, and one fo two major hurricanes.

An average season has 11 named storms and six hurricanes, including two major hurricanes.

“The reduced activity was expected and reflects the development of El Nifio during the summer,” Gerry
Bell, lead seasonal hurricane forecaster at NOAA’s Climate Prediction Center, said in a statement. "El
Nifio produced strong wind shear across the Caribbean Sea and western tropical Atlantic, which resulted
in fewer and shorter-lived storms compared to some recent very active seasons.”

Two systems, Claudette and Ida, brought tropical storm force winds to the US mainland, the
agency said, adding that for the first time in three years, no hurricanes hit the US.

“There were 38 hurricane hunter aircraft reconnaissance missions flown by NOAA and the US Air Force
over the Atlantic Basin this year compared with 169 in 2008," in another indication of a less active
season, NOAA said.

“El Nifio is expected to reach peak strength this winter and will likely continue into the spring,” Bell said,
adding that it “is far too early to say whether El Nifio will be present next summer.”

NOAA will issue its initial 2010 Atlantic hurricane outlook in May, before the official start of the season

June 1.
— Jeff Barber
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Home > Natural Gas > Weekly Natural Gas Storage Report

Weekly Natural Gas Storage Report Release Schedule

SignUp for Email Updates

zsed: December 10, 2009 at 10:30 A M. (eastem time} for the Week Ending Docember 4, 2009,
Release: Decembaer 17, 2009

Working Gas in Underground Storage, Lower 48 other formats: Summary TXT CSV

Stocks in billion cubic feet (Bcf) Historical Comparisons Data
Region 1 32704709 | 11/27/09 Change e (13 L ) et History (XLS)
East 2,061 2,092 31 1,879 9.7 1,870 10.2 >-Year “”_z‘zg":;;:f‘;‘;';“;fgcks
West 517 526 -9 465 11.2 436 18.6 (as)
Producing 1,195 1,219 24 956 25.0 954 25.3 MethOdom;lyeferences
Total 3,773 3,837 -64 3,301 14.3 3,260 15.7 Differences Between Monthly

Notes and Definitions and Weekly Data
Revision Policy

Summary Related Links
Working gas In storage was 3,773 Bcf as of Friday, Decembeir4, 2009, according to EIA estimates. This represents a net StorageBasics

decline of 64 Bcf from the previous week. Stocks were 472 Bcf higher than last year at this time and 513 Bef above the 5- Natural Gas Weekly Updat
year average of 3,260 Bcf. In the East Reglon, stocks were 191 Bcf above the S-year average following net withdrawals of ¥y Update
31 Bcf. Stocks In the Producing Region were 241 Bcf above the 5-year average of 954 Bef after a net withdrawal of 24 Bcf. Natural Gas Navigator

Stocks In the West Reglon were 81 Bcf above the 5-year average after a net drawdown of 9 Bef. At 3,773 Bcf, total
working gas Is above the 5-year historical range.

Working Gas in Underground Storage Compared with 5.Year Range

4000
et am —"-33600" ; s St e e n 4 [, ".V.._..j__q-e.‘ﬁw._ﬂ P N
ﬁ 2800 N
[N
X 2,400
2 :
G ;| 2000
3 ¢ p 1800
. E ;
{ > o s 11,200
400 : ; } 400
Fowrce: Emergy leformatios Adwisistration, Office of Oil 4sd Gas, Form EIA-212 H '
0 T T | T e T Lo T ted
s & & s 3 3 3 g &g
POl & L s pOs &L il &
8 s < 3 3 k3 < 3 S

Note: The shaded area Indicates the range between the historical mlnlmur;w and maximum values for the
weekly series from 2004 through 2008,

Sodarce: Form EIA-912, "Weekly Underground Natural Gas Storage Report.” The dashed vertical lines indicate
current and year-ago weekly perlods.

Privacy/Security | Accesslbility | Copyright B Reuse « Contact Us | Feedback | Careers | About EIA
Fedstats | USA.gov | Department of Energy

O

htfp;//WWw.éig.dOe.gOVIOil;gas/néﬁlral _gas/ngs/ngs.htmil 12/10/2009
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- Gas Daily

Friday, December 4, 2009

Goldman slices 21% off its 2010 gas price forecast

Rising output from shale gas wells is offsetting production cuts from idled conventional drilling
rigs, Goldman Sachs said Thursday as it dropped its 2010 NYMEX gas price forecast 21% to an
average of $6/MMBtu.
' The investment bank also delivered its first predféﬁbn for average 2011 prices —$6.50/MMBtu —
as it believes this year's steep riq count drop will finally begin to have an effect on the market.

“Much stronger-than-expected unconventional gas productivity has kept US natural gas production strong
in 2009 despite a collapse in investment,” a team headed by analysts Jeffrey Currie and Allison Nathan
said in a note {o clients.

They said the Energy Information Administration's September production data showing a 1.3 Bef/d
decline from August was driven by pipeline disruptions, not production shut-ins.

Fueling the increase in shale gas production are stronger-than-anticipated drilling efficiencies that
lower costs and boost volumes, according to Goldman.

“Specifically, 12 months ago the expected production from the Haynesville for end-2009 was in the
] 400,000 Mcf/d range and the plans for pipeline expansions out of Louisiana implied incremental takeout
capacity of approximately 500,000 Mcf/d,” the report said.

“However, the September production data ... suggests the Haynesville is already producing in the
800,000 Mcf/d range and the required pipeline capacity has been built along with the growing production
volumes.”

As a result of those and other gains in unconventional production, Goldmayi now expects a 2.7 Befld
overall decline next vear, vs. their earlier projection of 5.5 Bef/d. The bank also said it expects
another near-record or record level of gas in storage at the end of the 2010 injection season — 3.97 Tcf
vs, its previous forecast of 3.66 Tcf.

The firm said it does not expect that volume to breach storage capacity, which it pegged at 4.05 Tcf.

While liquefied natural gas imports provide a theoretical cap on how high US gas prices can rise, the
Goldman analysts think LNG will be a margina! player in the 2010 US market as producers overseas
have reacted to lower prices worldwide by cutting their liquefaction rates from 81% to 78% — taking 1
Bcfld off the global market. ,

Looking ahead to 2011, the Goldman team said it expects US production to continue declining
slowly, by 900,000 Mcf/d, with unconventional gas still booming and conventional output sliding,
— Bill Holland -
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Gas Daily

Tuesday, December 15, 2009

$5 gas is enough to keep drilling: Raymond James

Falling marginal well costs and a bright future for shale plays mean most producers will continue
drilling even if gas prices remain at about $5/Mcf, analysts at Raymond James said in a report
Monday.

‘_‘K Abombination of gas well high-grading, falling well cosvt':;and improving drilling efficiencies

have combined to substantially lower the marginal gas well economics over the past year” by
some 30% to 50%, the analysts said.

“Think fo yourself: when was the last time you heard a public E&P company state that their projects need
over $6/Mcf for their play to make economic sense?” the report said. Since most companies exclude non-
drilling costs when they calculate their internal rates of return, “we can argue until the cows come home
whether that is right or not, but does it really matter if they are putting holes in the ground?”

While only about 15% of current US gas supply comes from the cheaper shale plays, five to seven
years from now those plays could make up half of the nation’s supply, said Raymond James’ John
Freeman and David Luke Eller. In the meantime, improved technologies and well high-grading will
continue to improve the economics ofall formations, they said. '

“Simply put, the days of plays like the vertical Cotton Valley have probably afready passed,” the report
noted. The lowest-return plays were eliminated when the rig count was cut in half, and many of those will
eventually move toward horizontal drilling.

“In other words, what's the point of basing a long-term marginal cost for natural gas on plays that will not
be around (or needed) anyway?" N

The analysts said they feel “very confident that countless more natural gas shale plays will be
discovered in North America. The bottom line is that long-term, the marginal US gas well cost
curve will be pushed steadily lower over the next several years.”

Another indication that drilling will continue even"at. $5/Mcf is that many producers have been taking
advantage of the gas contango to hedge their gas at higher prices in 2010.

“While the market might be terrified of a $5 gas world, is a $5 gas world really that bad for E&P
producers? Nol” the analysts insisted.

“In fact, most operators will earn a decent living in that environment and the others will adapt (horizontal
drilling, recompletions, efc.) or fade away.” — Stephanie Seay
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Wednesday, December 16, 2009

Credit Suisse: Production to fall ‘less than industry is predicting’

Despite a sharp drop in drilling activity, gas production volumes will fall far less than expected
because of increased output from shale plays, analysts at Credit Suisse said Tuesday.

“We think that the level of production declines will be much less than the industry is predicting,”
Brad Handler, director of equity research of Credit Suisse US Oilfield Equipment and Services, said
during a conference call. He estimated that the decline in 2010 will be 2.4 Bcfid, about half of what
some analysts have forecast.

Credit Suisse also predicted that the average number of active gas rigs will increase to 850 in 2010 and
2011 and to 900 in 2012. This year, rigs peaked in the first quarter at 1,018 and have averaged 789 year-
to-date.

Arun Jayaram, vice president of equity research for the same Credit Suisse division, said fewer rigs are
necessary to keep production high because of new technology used in shale plays. As a result, he
said the historical relationship between drilling activity and production volumes began to break down in
2007.

“In 2006 and 2007, no matter how many rigs you threw at the situation it was almost impossible to grow
production. That has changed,” he said.

Credit Suisse estimated that the number of horizontal rigs will increase to 750 in 2012, or 56% of the total.
“It wouldn't surprise us if the gas activity ended up being two-thirds horizontal,” Handler said.

He noted that in the first quarter of 2007, horizontal rigs accounted for just 20% of domestic gas

production. :
— Eunice Bridges
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Henry Hub Pricing
Per MMbtu
December 8, 2009 Release

_Jan08 799 524 | Jan10 | 4.38
_Feb08 . 854 509 451 | Feb-i0 ,  4.54
| Mar08 : 941 i 396 Mai0 | 443

Apr-08 .  10.18 349 . Apr10 1 447

Cwas
Jun08 1269
Jul-08 11.09

3.83 ‘May-10 © 4.36
3.80 dun-10 . 415
3.38 JuF10 : 4.08

| __Aug-08 8.26 314  Aug-i0 - 409
{ Sep-08 7.67 2.97 ~ Sep-10 422
[ Oct08 6.74 4.00 Oct-10 468
i Nov-08 6.68 3.66 . Nov-10 5.00
| Dec-08 | 582 4.08 .. Dec-10 : 5.46

| “Average 1 " Average | \ {Average™ |
| 2008 . % 8862 | 2009 § 3838 | 2010 3 4.488

“Summer 1. 70 U Gummer T i [ Summer !,
2008 ,._S, 9.700 2009 $ 3.516| . 2010 | $4233:J

- ! wd

.'.’——\\

Winter 2008
2009

Winter 2009/
2010

$ 5.242

$ 4.218

Hedging Meeting 12-16-09.xlsm 12/16/2009 EIA Prices

/7



Winter Strip Nov09 - Mar10

$14.00

it
L
e
o B 4
L o>
Pl -+
Lo e
. 4
oo
w A
A
‘e o4, o
(==
ot 4
I""—‘l
* 4
& 7
Y e |
A
L .
ul"
- T
— g’
E— Sy
' 1t 1
2t +
a
M LRy 4
.
' +
L'l
] R
_!:’l
b
' w -+
e 1
wt?
i 1
9 4
.;é
. 4
Nl ¢ -
P
Lo 1
[O
a -
e
we -1
L=
o £
» ot
FYRS 3.
L%
g 1
'
»* s
(300
.
lg:L ; -1
-~ 4.
L,
L
N 4
vof
” 4
sl
L] ‘: -4
PRI L
[N R — BN
51
"y ..
.
/ wder
"
4\
N, 1
A
v, , 4
%,
e, +4-
"
H-" T
o 1
o se?
-, £
E * ‘.L
" .
]
o, £+
e
)
l"\'
.
%\ T
il 1
o (o] (@] o o (=] o O O o
& & & © © © © & 9 9o
o« (o] ~ (@] [8)] o ™~ [(o] w <
~ ~ ~= ~ &> &> (4 =54 174 (=54
@ “r L2 Lo d
wp/$

Case No. 2008-175
Attachment A
Page 220 of 306

600¢/CiCL
6002/8L/L1
600¢/v/1L
6002/1.¢/01
6002/4/01
600¢/€C/6
600¢/6/6
6002/9¢/8
600¢/CL8
6002/6¢/L
6002/G1L
600¢/1L/L

==600¢/L119

600¢/€/9
600¢/0¢/S
600¢/9/G
600¢c/ecty
600¢/8/v
600¢/GC/E
6002/t LIE
600¢/5¢/C
6002/ 112
6002/8¢/1
600¢/vi/L
800¢/iE/Ct
8002/LL/C)
800¢/E/Cl
800¢/6L/LLE
8OOC/S/L Y
B00Z/cC/OL
8002/8/0}
800¢/vc/6
8002/01/6
8002/L¢/8
800¢/EL/8
800</0€/L
8002/9t/.L
800¢/2/L
800¢/81/9
800¢/v/9
8007/1¢/S
800C/L/S
800d/ecly
800¢/6/v
800¢/92/t
800</CL/E
800¢/Le/e

i High Low -CloseI

- 800¢/EL/C

800¢/0¢/t
8002/9L/1
800¢/C/L



Winter Strip Nov10 - Mar11

$12.00

$11.00

$10.00

$9.00

wprs$

$8.00

I\,

$7.00

$6.00

Case No. 2008-175
Attachment A
Page 221 of 306

6002/2/2)
600Z/81/1 1
6002/¥/1L1
6002/1L2/01
6002/2/01
6002/£2/6
6002/6/6
6002/92/8
6002/21/8
6002/62/.
6002/51iL
6002Z/1/2
6002/L1/9
6002/¢/9
600Z/02/S
6002/9/S
6002/22/y
6002/8/¥
6002/52/€
600Z/11/€
6002/52/2
6002/41/T
6002/82/1
6002/v 111
8002/LE/Z1
8002/L1/Z}
800Z//Z1
8002/61/LL
8002/S/1 1
8002/22/01
8002/8/01
8002/v2/6
8002/01/6
8002/.2/8
8002/c1/8
8002/0¢/L
8002/91/L
8002/2/L
8002/81/9
8002/t/9
8002/1.2/S
8002/L/S
8002/S2/y
8002/6/%
8002/92/€
8002/Z1/E

- Close

Low

High

- 800¢/L¢/e

800¢/€L/C
800¢/0¢/1
800¢/94/1
8002/c/1



Case No. 2008-175
Attachment A
Page 222 of 306

Summer Strip 2010
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Short-Term Energy Outlook

December 8, 2009 Release
(Next Update: January 12, 2010)

Natural Gas

U.S. Natural Gas Consumption. EIA expects total natural gas consumption will decrease by 1.9
percent in 2009 and by an additional 0.4 percent in 2010. A steep decline in demand by the
industrial sector, and smaller but significant declines in the residential and commercial sectors,
have been partially offset by consumption growth in the electric power sector this year. Low
natural gas prices relative to coal caused substantial switching to natural gas for baseload
electric power generation throughout most of 2009. However, in recent weeks, natural-gas-fired
generation has been closer to year-aqo levels because of the seasonal increase in natural gas
prices and the decrease in coal prices driven by historically high coal stocks. In addition, warmer-
than-normal weather over the eastern United States during November depressed seasonal space-heating
demand in the residential and commercial sectors. This weaker consumption is evident in natural gas
working inventories, which increased by an estimated 9 billion cubic feet (Bcf) during November
compared with the previous 5-year average decline of about 57 Bcf over the month.

A return to normal weather and expectations for economic growth are the primary drivers in FlA's
forecast for consumption increases in the residential, commercial, and industrial sectors in 2010.
However, EIA still expects total consumption to fall as higher natural gas prices contribute to
some reversal of the coal-to-natural-gas switching that took place in the electric power sector

during 2009.

U.S. Natural Gas Production and Imports. EIA expects total marketed natural gas production will
increase by 3.7 percent in 2009, followed by a decline of 3.1 percent in 2010. Minimal hurricane
disruptions and significant growth in production from onshore shale basins have contributed to
the increase in domestic supply this year, despite a nearly 60-percent decline in the working
natural gas rig count from September 2008 to July 2009. According to Baker Hughes, the working
natural gas rig count is currently 748, up 83 from the low of 665 this past July. Although marketed
production in the Lower-48 non-Federal Gulf of Mexico has declined since peaking in February 2009, the
recent dip in September production appears to be the result of shut-ins, maintenance, and
pipeline constraints, as opposed to declining field productivity. Production volumes are expected to
have recovered in October and November. Shorter completion times and enhanced well productivity
in shale basins contributed to sustained higher production levels amidst a dramatically lower rig

count in 2009.

U.S. pipeline imports averaged about 9 Bef/d through the first 9 months of 2009, compared with 9.9 Bef/d
during the same period last year. Lower drilling activity and natural gas production in Canada have
contributed to reduced pipeline import flows this year. EIA expects pipeline imports to fall by 12 percent
for the year. The persistence of low rig counts in Canada leads to lower expected Canadian natural gas
production and lower U.S. pipeline imports next year.  Offsetting a portion of the decline in pipeline
imports, U.S. liguefied natural gas (LNG) imports increased in 2009, averaging about 1.3 Bcf/d through
September compared with almost 1.0 Bcf/d during the same period last year. Imports rose, albeit from
very low levels in 2008, as new global liquefaction capacity added to supply while global LNG demand
suffered under the economic crisis. EIA expects that U.S. LNG imports will increase to 1.7 Befld in
2010 with the expected completion of additional global LNG supply projects, although the start-up
dates for supply additions have historically been subject to delay.

U.S. Natural Gas Inventories. On November 27, 2009, working natural gas in storage was 3,837 Bcf,
487 Bcf above the 5-year average (2004-2008) and 470 Bcf above the level during the corresponding
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week last year. Assuming a storage withdrawal between the end of November and the end of
March about 6.1 percent (113 Bcf) greater than the previous 5-year average for that period, end-of-
winter (March 31, 2010) stocks will be about 1,845 Bcf. This would be the highest end-of-winter
storage level since 1991, when inventories measured 1,912 Bcf.

Global Crude Oil and Liquid Fuels

Global Petroleum Overview. As 2009 draws to a close and the Organization of the Petroleum Exporting

Countries (OPEC) prepares to meet again at the end of-the month, it faces a global oil market that has S
firmed up in response to production cuts that began to take effect in January 2009. Aithough

OPEC compliance with the cuts has weakened and global oil inventories remain very high by historical

standards, WTI oil prices averaged $78 per barrel in November, continuing their generally upward trend

since February. Expectations of a continued global economic turnaround have buttressed oil

markets, and this Outlook assumes world oil-consumption-weighted real GDP grows by 2.6

percent in 2010, following a decline of 0.7 percent in 2009. ElA's expectation is that OPEC crude oil

output in 2010 will hold at roughly fourth-quarter 2009 levels of under 30 million barrels per day.
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Duke Energy
Hedging Program
Remaining Base Not Yet Locked in
Winter 2009-10

Ya
Dth/Day System

November December January  February March Total Supply

Duke Energy Ohio
Previously Hedged
b -
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System Supply

Duke Ené;fd‘\?' Kentucky
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System Supply ‘
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
January 25, 2010

Price
Pressure

Page

‘ Term Ref

Comments

Weather

NOAA predicting above average temperatures for Feb. 2010--Apr. 2010
for the northern portion of CONUS with below normal temperatures in the
Long Term Forecast {Feb 10-Apr 10) <« I Long |southern portion, normal temperatures are forecasted in the middle. 10-11
Private forecaster WS1 predicts February through April to be colder than
normal in East.

February predicted to be 2.6% colder than 10 year normal and March is

predicted 1o be 4.5% colder than 10 year normal. 12

Mid Term Forecast (30-60 days) T Long

Below temperatures in central and eastem portions of Canada and the
Short Term Forecast (6-10 days) Short |United States early in the period being followed by below temperatures in 13
west and central portions of continent.

Storage Inventory

Storage withdrawals for the week ending January 15th were 245 BCF.

Combined with last weeks 266 BCF withdrawal, the two week withdrawal
T Long |of 511 BCF is the highest two-week withdrawal on record. Storage levels 14
are at 2.607 TCF which is 0.9% higher than last year and 0 2% lower than
the 5 year average.

ElA Weekly Storage Report

Industry Publications

Cambridge Energy Research Associates Producers are maintaining drilling activity at a that promises, at best,
Summer 2010; l Long t volumne reductions. CERA projecting MMMB1u for 2010 and 15
Winter 2009/10: or 2011,
. US gas production today faces a greater risk of freeze-offs than in the
Gas Daily f tong past because production growth is taking place farther norih. 16-18
Frigid winter weather, coal recovers recover market share lost in 2009,
Gas Daily l Long {growth in domestic gas supply and more LNG flowing to US possible 2010} 19-20
surprises. |
. US gas production data from October suggests that most of the price and
Gas Daily ? Long economy driven production declines have already occurred. 21
. Surging shale production, rising LNG imports and an increase in coal-fired
Gas Dally ‘ Long power generation will all conspire to cut into any temporary price gains. 22
Government Agencies
The projected Henry Hub annual average spot price is expected to
Energy Information Administration increase from $3.943 per MMBtu in 2009 to $5.208 in 2010. The price will
Summer 2010: $4.950 l Long Jcontinue to increase in 2011, averaging $5.94 per MMBtu. Enhanced 23
Winter 2009/10: $5.040 domestic production capabilities and slow consumption growth are
expected to keep prices from rising dramatically through 2011,
Technical Analysis
Winter 2009-10 Strip Chart <~y | Short |Closed at $5.59. 24
Winter 2010-11 Strip Chart <+ | Short [Closed at $6.57. 25
Summer 2010 Strip Chart <« | Short |Closed at $5.71. 26
Economy
EJA: Natural gas consumption is projected to decline by 1.5% in 2008. In
2010, natural gas consumption is forecast to remain relatively unchanged.
Demand 3 Long {2010 gas consumption by the electric power sector is expected to decline } 2728

2.8% which will be offset by growth in the residential, commercial and
industrial sectors.

EIA: Total U.S. marketed natural gas production is expected fo increase

Suppl L by 3.7% in 2009 and fall by 3.0% in 2010 resulting from declines from 27.28
upply T Ong linitial production at new wells and the lagged impact of reduced drilling. -2
EIA expects production to increase by 1.3% in 2011,
The world oil market should tighten in 2010 and 2011, provided that global
Oit Market T Long economic recovery continues as projected. EIA expects WTl crude o, 27.28

which averaged $62 per barmel in 2009, will average about $80 and $84
per barrel in 2010 and 2011, respectively.

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm
Altendees: Jeff Kern, Jim Henning, Patty Walker, Mike Brumback, Mitch Martin, Joachim Fischesser, Steve Niederbaumer
Discussed the custent market fundamentals including weather, storage levels (storage level projected at end of the withdrawa! season), supply and
demand and analyst thoughts on the current gas markel®DG IR Editions. In addition, discussed DEO and DEK's hedging programs and the
amount of gas currently hedged within those programs. Discussed timing issues around Texas Gas storage and the Summer injection program.
Determined that based on levels currently hedged in Ohio and Kentucky as well as fundemental factors no additional hedging activity is necessary
at this time.




"SUIUOWL JBLWIING %0 PUB SUIUOUL JBIUINA 10} 9452 51 1anpaid Buibpay jo edA yad pamoyie abejusosed wnwixey (1)

% |[BUOSEDS
abeioig @ pabpaH %
{suonoslu) “our) (1o}
PENRT]
jemeipyiin aberois
(ajen AD) pabpoy
91D A0 © 3abel0}s WM pabpaH jwy

Ajddng waysAs Jo % |rUOSEag
Aiddng waisig Jo %
(ss0:9) Aiddng waejsAs paiewnssy

a1en A0 38 YiQ 4ed DOF pajewnsy

BUWNg
JBIUIM
3500 pabpeyH pappaquiz

SIBJI0D 1S00-ON

sdep aoug

- 20Ud paxig
(1} sonpoid bujbpeH jJo sedAL

(uip) pabpaH [e10)
(Aep/yip) pabpaH (B0l
U4 paxid
30Ud paxid
20Ud paxid
R ) Suifiesony 1500
IR ) -ou ;5 poxi4
oD
N §2.£723 1IBUS) 20lid paxid
(suluieiy 0/°L$ J8) 30Ud Paxid
(suljuielN G/¥'8% dB) 8dud paxid
2P/U4Ip) PobpaH JUNowy

o) slemeipUIw (Bl0L
Gom) _m;sue?.g
(1ow) slemeipuim

(1oW) swiswannbay 2104
(ow) suopoalu) §54 0OL

(Jow) 1se08104 peot alen A
3585810 peoT

G120 oi-des o0y-6ny ol-nr oi-unp o1-dep 01-1dvy OL-1e 0i-984 oL-uep 60-98Q 60-AON

01/52/40 40 SV
0102 18GOI20 - 00T J9QUWISAON
UOJ}ISO JuaLng - welbold buibpay
fyomusy ABieug ayng

90€ Jo L7 33ud
v juduwyoeny
S/ =007 "ON 3seN



9, jeuosees
obel0}s % PIBpeH %
{suoposlu "oul) feio L
19EN
jemeipyim abe10)s
(s1e9 AuD). pabipay
5788 KD © 6DEI0}S U)M poBpeH LY

Ajddng weysAg jo ¢, jeuosees
Addng weysAg 10 9,
({ssoip) Alddng walsAs pelewnsy

ajen 4038 yigJed D93 pelewiisy

Jjswiwing
JBJUIAA
3500 pebpey peppequz

SIB|10D) 1S00-ON
sden soud -
‘80Ud PoX|d
{175391poid Bubpey Jo sedA]

(uip) pebpa jeioL
(Kepnnp)-pabpay lg10L

80U d POXi-
B0l paXl4
6BpPoH. junolly

(JOW) -SlemeIpUIM [BI0 L
(JOW) .Stemeipiiin, Joli0
(JoW) SiEMEBIPUIM SS4 ODL

(JoN) suswalinbay |ejoL

(3014} suopoefu) §83 0OL

(lop) ¥seoaiog-peo’) 818D MO
35808107 pECT

L0 Li-dag hi-Bny Lispp Li-unp Li-Ae }L-idy Li-le Li-gsd Li-uer 01-0eQ Ol-AON

01/52/1030 Sy .
1102 48403100 - 0102 J8QLUEACN
UOf|s0d Jussing « weiboig BuBpeH
Ajomuey ABieug exng

90¢€ Jo 877 93ud
VY Jusawydeyly
C/ I-QNNT7 "ON 358D

\Q



"SYIUOLL JBWIWNG %04 PUE SYIUOLL JBJUIN 10} %GZ Si yonpoad Buibpay jo 2dA) Jad pamojie ebejusosad wnwixely (1)

o, jeuosees
abri01g 9 pabpoaH %
(suopoaful “pul) [eyo )
18Je
[emeIPUIN 8beiois
‘(8129 D) pabpsH
8189 A)1O @ 6DEIOIS UiIm POBPOH JiY

Aiddng weysAg Jo 9, jrUOSESS
Aiddng weisAs 3o %
(ssoi0)) Aiddng wa)sAs pajewns3

e3en A0 18 Yig Jed 593 pajewsl

Jswwng
I JBJUIA
3809 pebpeH peppequia

SUB|[0D 1SOO-ON
sdep soud
30Ud paxi4

(LT 555npoig DUIBPoH Jo's6dAL

(uip) pabpai.fejol
(Kepjuyip) pebpaH fej0L
QgL
80Ug PoXld

KEB/TIP) POBPRBH JunoWY

(1oW) Stemespuin 2301
(o). LSiEmeIpUIL, JBUID
(JON) S|EMBIPUIAA SSH ODL

(o) mEmEgagm 1eloL
(o) suoosful 884 OOL
) B : . (JoW) 15898104 pE0T BlRD ANO

N Jsedelog PpeoT
gl-10 Zi-deg zi-bny Zi-inr Zi-unp Zi-Rey Zl-dy Zh~en FAR ] Zl-uep 11-0003 LL-AON

0L/5ZIL0 jo sy
10T 4eq0300 ~ L LOT J6GLUBADN
UoRIsod Jueund - wesbosd BuBpey
Ayomyueyt ABieug exyng

Vv luawyoeny \
CLI=RNNTZ "ON 358D

90€ J0 677 33¢d ) . O



O

Case No. 2008-175
Attachment A
Page 230 of 306

Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/10)
Delivery Supply Total Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10 §

Winter 09/10
Storage Gas

Excluding Storage Ga :
Including Storage Gas
Target Levels By October 31, 2009

Apr-10

May-10

Jun-10

Jul-10

Aug-10

Sep-10

Oct-10

Summer 2010 :
Target Levels By March 31, 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By OctdUC

Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Summer 2011
Target Levels By March 31, 2010

Nov-11

Dec-11

Jan-12

Feb-12

Mar-12

Winter 11/12 '§

Target Levels By October 31, 2009

Apr-12
May-12
Jun-12
Jul-12
Aug-12
Sep-12
Oct-12
Summer 2012
Target Levels By March 31 /2010

1/25/2010
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
5-yr. avg. | Last Year CERA EiA NYMEX
(05/06-09/10) | (2009-2010) 23-Dec-09} 12-Jan-10] 22-Jan-10

Feb $6.82 $4.48

Mar $6.79 $4.06

Apr $7.06 $3.63

May $7.21 $3.32

June $7.02 $3.54

July | $7.37 | $3.95

Aug $6.68 $3.38

Sept | $6.87 $2.84

Oct $7.15 $3.73

Nov -$7.80 $4.29

Dec $7.62 $4.49

Jan $7.28 $5.81

12MonthAvg  $7.14 $3.96
Summer Average
Winter Average )

$5410 | $5.615
$5.320 $5.568
$5.150 |  $5.529
$5.000 | $5.575
$4.900 | $5.640 ==
$4.800 | $5.717
$4.850 | $5.784
$4.900 | $5.814
$5.050 $5.914
$5.520 | $6.224
$6.120 | $6.554
$6.490 | - $6.769
$5.293  $5.892 :

$4.950  $5.710
$5.772 $6.146.

$9.00
$8.00
$7.00
$6.00
| :$5.00

- $4.00.

-$3.00
- FebiMar - Apr May June July Aug Sept @ct Nov Dec Jan
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TEMPERATURE PROBABILITY

0.5 MONTH LERD

THREE-MONTH OUTLODOK
VALID FMA 2010

MADE 21 JAN 2010

xe,

/lwww.cpc.ncep.noaa.gov/products/predictions/long_range/ 16ad01/off01_tem_p.gif
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Gas Daily

Thursday, January 21, 2010

February through April to be colder than normal in East: WSI

The eastern two-thirds of the US can generally expect colder-than-normal weather
in the next three months, private forecaster WS| said late Wednesday, with
warmer than-normal weather expected in the West.

“After a brief respite from the bitter cold in late January, this rather extreme winter
appears to be gearing up for an encore in February,” said WSI Chief Meteorologist Todd
Crawford. “All of the important weather and climate factors that we monitor
suggest winter will be coming back with a vengeance in February. This transition
back to colder temperatures is already showing up in two-week forecasts from our
computer models, lending more confidence to the colder forecast trend.”

For the February-April period as a whole, “we are forecasting 1,863 gas-weighted
heating degree-days on a national basis, which is approximately 8% more than last
year and about 2% more than the 1971-2000 mean.”

For February alone, WS expects colder-than-normal weather in every part of the
US, particularly in the North Central, Rockies and Southeast regions.

In accompanying market analysis, consulting firm ESAI said the forecast portends more
gas price volatility and potential constraints in the Northeast, and “significant”
drawdowns to the current gas storage suiplus.

In March, only-the Northwest and Southwest regions are expected to be warmer
‘than normal.

ESAI's Paul Flemming, director of power and gas, said the market should look for the
possibility of late season gas demand that month as nuclear power plants typically go
down in March for routine' maintenarice.

For April, WSI said only the Southeast and South- Central states can expect
colder than normal weather. The result should be more moderate gas demand as the
heating season draws to a close, Flemming said.

— Stephanie Seay ' ' '

14
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STMDA FarthSat’s 30-60 Day Outlook

Wednesday, January 20, 20710

EarthSat Weather
\ Forecaster: SS/BH/TH
¥
U‘pji a"te{l.: 5
Thi 20,2010 il
[C1+0.1 to +0.4 +#0.5t00.9 [EF+1.0to+19 0 2 -0.
BE2+2.0to +2.9 R <3.0
Previous M
o ore ows across the
: Cold scaled back across the bel -
Southern Plains
Northeast
, Warmer in the Pacific Northwest
5| Will cold be based further west? | [ < t
Some changes were made to the February outlook, mostly backing the idea The March outicok is a bit cooler overall with more widespread belows
of bringing the cold a bit further west and showing wamer trends in the across the southem Plains and more marginal belows in the Tennessee and
Northeast. At this point we feel that there are two main risks to the forecast Ohio Valleys. Some minor warmer changes were seen in the Great Lakes.
j (illustrated bottom right). The first risk is that the AO and the NAO tum The colder changes are contingent upon the timing of the expected returm of

( sharply negative again. If this occurs, the question is where will the resuilting colder weather across the US in February. Cold events over the past several
cold air be placed. We think that the -NAO would be more west-based, months have generally had a 4-6 week window of occurring, notably from the
allowing cold air to spill into the mid-continent rather than the East. This end of Sept to the end of Oct, and from the end of Nov to the beginning of :
makes sense given that cold outbreaks have been focused primarily in the Jan. This has generally been followed by a 4-6 week cydle of wanmth (this ;
central US over the past several months. The second risk is that ENSO wins was touched upon in yesterday’s Editors Notes). Assuming such a trend !
out and we see ENSO climatology with warmth in the northemn tier and cold in§ | continues, if the cold trend in February begins sooner than expecled, the :
the South. This risk seems to be less likely, i latter part of March could potentially tum warmer. On the other hand, if cold

is delayed until the latter part of February it could kast through the duration of

though the recent heavy rains in the West
f March,

give reason 10 think that the "nommal’ El Nino
effects might finally be occurring. Our outiook
resembles a split between these two risks.

Feb GWHDD* Forecasts *10Y Normal updated to ‘00-09} JMar GWHDD* Forecasts *10Y Normal updated to ‘00-09
10Y Normal*| 783.0 10Y Normal*; 616.1

Feb 2010 Fest] 803.0 [30VNomal ["7855} |Mar 2010 Fest:| 644 .0 [30Y Normai | 6347
Feb-2009 738.0 Mar-2009 605.2

Change:-5.0  yajonst Gas Weightod HODs Change: +2.0 “Nalione! Gos-Weighled HODs

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

Monday, January 25, 2010

Forecaster: BH/AC -

Previous |

5y

Forecast Confidence: 5

Today’s Forecast:
More Strong Belows Possible Early
Faster Warm Up For Plains, Midwest By Mid-Period

Stronger cooling could occur across the Midwest & South at the
start of the period with more widespread strong below normal
readings possible on Day 6. However, this cold risk is short-lived
as temperatures rebound across the Midwest for the mid-period,
which might lead in a few above normal readings. This warmth
transfers over to the Northeast by the latter part of the period.

As a result, a warm risk is still attached, with more widespread
and stronger aboves possible for the region. Meanwhile, the next
cold air shot diving into central Canada by period’s end may con-
tain more much belows, and this could be sent into the Upper
Midwest by the end of the period.

C o akie.,

v

SRR

Forecast Confidence: §

BEl A +3F to +4F B8] A +5F to +7F Bl MA +8F to +14F BBl SA +15 or Higher
B -3F to -4F B8 B -5F to -7F MM MB -8F to -14F B3 SB -15 or Lower

MDA Earthsat Weather 6011 Executive Blvd., Suite 400, Rockville, MD 20852 Tel (240) 833 8300 (backup: 301- 231-0664) ‘
Fax (240) 833 8301 www.mdafederal.com/wx/ ©2010 [Morning Basic-Page 3, Version 2.1}
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Weekly Natural Gas Storage Report
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U.S. Energy Information Administration
independent Statistics and Analysis

Home > Natural Gas > Weekly Nalural Gas Storage Report

Weekly Natural Gas Storage Report
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Next Retease: January 28, 2010

Working Gas in Underground Storage, L.ower 48

|
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Summary

Working gas in storage was 2,607 Bcf as of Friday, January 15, 2010, according, to EIA estimates. This represents a net
decline of 245 8cf from the previous week. Stocks were 22 Bef higher than last year at this time and 6 Bcf below the S-

Stocks in billion cubic feet (Bef) Historical Comparisons Data
Region Year Ago (01/15/09) 5-Year (2005-2009) Average
0 Hist XLS
01/15/20 01/08/1 Change Stocks (Bcl) %% Change Stocks (Bcf) % Chango 5y oryl: ) Maxi
~Year Averages, Maximum,
East 1,401 1,532 Can 1,361 2.9 1,457 3.8 Minimum, and Year-Ago Stacks
west 396 414 -18 362 9.4 341 16.1 (xL5)
Refere
Producing 810 906 -96 862 6.0 815 0.6 nees
] HMethodology
Total 2,607 2,852 -245 2,585 0.9 2,613 -0.2 Differences Between Monthly
’ and Weekly Data

..... : Ravision Policy =
Related Links
Storage Basics

year average of 2,613 Bcf. In the Fast Reglon, stocks were 56 Bcf bélow the S:year average following net withdrawals of Natural Gas Weekly Update
131 Bef. Stocks In the Producing Region were 5 Bef below the S-year average of 815 Bcf after a net withdrawal of 96 Bcf. Natural Gas Navigator
Stocks In the West Reglon were 55 Bef above the 5-year average after a net drawdown of 18 Bcf. At 2,607 Bdf, total

working gas Is within the 5-year historical range.

Billion Cublc Feet.

Working Gas in Underground Storage Compared with 5-Year Range

4,000

3,600

3,600

3,200 3,200 .
2800 } 2800
2,400 2,400
2,000 2,000
1,600 1 H 1600 H
1,200 { : 1,200
800 : 800
i
400 1 . . . 400
Tovice: Emergy Information Aduisistrstios, Office -t.on wad Guz, Form EIA-312 H :
0 T Y 1 T =T e — T Y 0 :
5 g =& 8 = 3 s 8 3
2 g c & 3 & & & &
o o @ @ o Q @O H
O = = 2] 0 = . = [ Q !

Note: The shaded area Indicates the range between the historical minimum arid maximum values for the
weekly series from 2005 through 2009,
Source: Form ETA~-912, “Weekly Underground Natural Gas Stomge Report.” The dashed verticat lines indicate
current and year-ago weekly periods.
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IHS CERA Monthly Briefing DEC‘EMBtR 23, 2009 ¢

Table 1

Henry Hub Prices: Histary and Outlook
(nominal US dollars per MMBtu)

20052006200720082@2&&&&&2014&JJQMZ_QT.ZZDJ_B

January 6.17 8.76 633 7.93
February 6.09 762 806 8.6
March 6.91 688 7.10 934
April 719 7.09 7.57 10.11
May 647 623 7.64 11.24
June 717 626 740 12.61
July .. 757 6.05 621 11.32
August 9.29 7.24 6.30 8.30
Septerriber 1211 495 598 7.70
October 1336 567 6.68 6.75

November 1029 732 7.01 662
December 1298 683 7.08 579

Year average  8.80 674 695 8.85

Sources: IHS CERA, Platts Gas Daily historical data. .
Excel tables are available in the North American Natural Gas Client Services area at IHSCERA com.
Figures from 2005-November 2009 are. derived from historical data as available; IMS CERA peojections are for December 2009 forward.

Figure 3
Outlook for US GDP Growth , \
. - LS
s -
4k

: Percent:

% S : , S—
W 44 1Q 2Q 3Q 4Q 1Q 20 3@ 4@ 1@, 2
2008: - 2009 2010 ) 2011

Sotirce: His'-mml data(first quarter 2008 throtgh fhind quarier 2009)
from US _ulo(EcononacAnafysls Pm]ecbons from IHS Global.
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Gas Daily

Thursday, December 24, 2009

Market growing more prone fo cold-weather risks

Record cold and wellhead freeze-offs in early December caused a sudden drop in gas supplies
and led to unusually large and unexpected withdrawals from stora e in the past couple of weeks
analysts and traders said. —

And with drillers shifting more of their resources to unconventional shale gas plays, the market
may become even more susceptible to the impact of extreme cold.

As frigid weather began sweeping across the continent, the Energy Information Administration reported a
64-Bcf storage drawdown for the week ending December 4, about 20 Bcf above many analyst
expectations. For the following week, EIA reported a 207 Bef draw, again upending market expectations
and drastically reducing the surplus.

Between December 2 and 10, temperatures ran mostly 15 to 30 degrees below normal in Colorado, and
the Rockies overall was “extremely cold,” said Matt Rogers, president of Commodity Weather Group.

In addition to surging localized demand, sources reported freeze-offs in the Rockies and western Canada
during that period, reducing deliveries downstream to the east.

Rockies Express Pipeline's exports out of the Rockies dropped to an average 1.3 Bef/d in the week
ending December 6, down from close to 1.5 Beffd the previous week. Exports fell further the following
week, averaging 912,700 Mcf/d for the week ending December 12. For much of November, REX exports
had averaged more than 1.6 Bef/d.

The biggest drop in exports on REX occurred over a three-day period starting December 12, when the
pipeline issued a force majeure near the Wamsutter hubin, Sweetwater County, Wyommg. cutting exports
further to between 30,000 and 36,000 Mcf/d.

The outage, while lasting just a few days, coincided with some of the coldest weather of the season.
According to Rogers heating demand natnonw:de on Decéinber 10 and 11.ran 40% higher than the 10-
year average and “we saw highs orily in the teens in Chicago one of those days

REX sendouts have gradually risen and averaged about 893,000 Mcf/d since the force majeure was lifted
December 15.

But traders and analysts believe the phenomenon could be a recurring theme this winter during cold
bouts, injecting a bullish tenor to the supply picture.

“You saw the impact in the big storage misses,” one Texas-based trader said. “Look at the cash'vs.
[balance-of-the-month]) spread Cash was tradmg over January and over bal-mo, You saw the added
demand either from cold or REX in the market.”

Freeze-offs are not unusual in the Rockles, but in.previous years the impact tended to be more
isolated locally, since the Rockies had less export capacntv and: more captlve gas. :

16



Case No. 2008-175
Attachment A
Page 239 of 306

This year, REX firmly embedded the Rockies as a supply source for the Midcontinent and
Midwest, with the inevitability of it supplying the Northeast once REX-East gets permission to
restart its Clarington service.

While a gas leak blocked REX's access to Northeast markets only days after starting service to
Clarington, Ohio, on November 12, the line will eventually also service the Northeast via Clarington hub

interconnections.

“Now the Rockies is a supply basin going to the Midcontinent and offsetting gas to the east,” one
trader commented. Another trader commented that it was hard to tell which markets were
particularly impacted by this recent event “since that gas ends up in S0 many places.” suggesting
the potential for a widespread impact. '

Because freeze-offs in the region are somewhat routine, Rocknes producers are also better prepared for
them, typically with preventative measures in place such as inline heating or methanol injections to keep
equipment and gas warm enough so the water vapor won't freeze and block flows.

But freeze prevention is an expensive measure, and capital expenditure decisions generally favor
applying them to wells that are likely to be more efficient and prolific.

Once a well does freeze, though, there is little producers can do except wait for it to thaw, said
Brian Jeffries, executive director of the Wvominq Pipeline Authority. While there is no general rule
on how long that could take, anecdotally it generally lasts a few days, he said.

“Rockies producers, be'c.éuse wedather happens so much more often, are generally more prepared
than in Texas and Oklahoma,” Jeffries said. “Freeze-offs tend to be more dramatic in Oklahoma
and West Texas, where freezing weather is far more unlikely. Because it's unlikely, it makes less

sense to plan for it.”

That fact has raised questions of how weather conditions and even brief spikes in demand could impact
the market, given the shift from conventional to shale gas wells, which produce sharply higher volumes
per day per well than conventional.

While booming onshore shale gas productlon has qreatlv increased supply, it also exposes the
nation’s gas deliveries to more cold-related d:sruptlons Bentek Energy said in a report Tuesday.

US supply “is now more exposed to cold weather risks than it had been in the recent past
because of the supply shift that has taken place over the last few years,” the repoit said. “Much

more US gas supply is coming from. onshore unconventxonal gas plays in Texas, L.ouisiana and

Arkansas.”

For example, in the winter of 2005-06, the Fort Worth Basin produced some 2 Bcf/d,' while the Guif Coast
produced 6.5 Bef/d. This winter, Fort Worth is producing 5.3 Beffd, while the Gulf has declined to about

5.2 Befid.

“While a heavier reliance on North Texas supply helps mlthate hurncane risk, it also incredses
exposure to cold temperatures, Bentek said.

On the supply side, some production facilities, procesémg plants and gathering systems are connected
not only into the interstate pipeline grid but into local markets as well. Particularly in Texas, during cold
weather some of that gas may never reach interstate pipelines, Bentek noted.

Overall, the analyst’s supply sample fell 2.4 Bcf/d from November 30 to December 19, affecting several
producing regions. .

I
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The sudden, unexplained supply losses and record demand this month created problems for the models
that analysts use to make their forecasts, Bentek added. Storage forecasts thus widely missed the mark
when the Energy Information Administration reported a withdrawal of more than 200 Bcf this month, the
firm said.

“While there are historical precedents for cold-induced supply declines, US gas production today
faces a greater risk of freeze-offs than it had in the past because production growth is taking
place farther north,” Bentek concluded. “Future modeling will have to account for these events
and industry changes to more accurately forecast supply, demand and storage during expected

cold snaps.” ‘
— Sheetal Nasta, Stephanie Seay
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Gas Daily

Barclays sees weather, fuel-switching as 2010 ‘surprises’

If the current chill across most of the US extends its stay, the natural gas market may resetto a
more bullish tone for 2010, analysts with at Barclays Capital said Wednesday.
Listing their top 10 potential surprises for the year, the Barclays team tagged frigid
winter weather as number one on the list. “Even a market with surplus storage can fall to
undersupply if weather is cold enough,” the team of James Crandall, Biliana Pehlivanova,
and Michael Zenker said in a note to clients.

“Mother Nature went long natural gas starting in December 2009 and is working her book,” they
said, adding that they expect December pulls from storage to top 700 Bcf — 100 Bcf above the
average since 2002 as weather was 11% colder than the 10-year norm.

“This factor is, in our view, the market's best chance for a bullish 2010 frajectory,” Barclays said.

Two weeks ago, the Barclays team said gas grabbing market share from coal was a big surprise
in 2009. In Wednesday's report, they said a 2010 surprise may be coal taking much of that
share back.

“Coal recovers most, but not all, of its lost 2009 market share, but the balance is
delicately linked to gas prices,” Barclays said. “The surprise could come either from a
booming recovery in coal-fired output, senqu gas demand into a tailspin, or from
additional displacement of coal, which would require a combination of strong coal prices
and weak natural gas prices.”

Another surprise Barclays thinks could emerge this year is growth in domestic gas
supply even in;"af$‘SIM'MBtU' market. The combination of more efficient shale wells
recovering morem'qaé;' will ke'ep drillers producing, the analysts predictéd. -

With hedging to guarantee cash flow and lots of land leased cheaply, producers will look
at their qomq-forward costs, not all-in costs, and invest $3/NMMBtu to produce gas they

can sell for around $5/MMBtu, Barclays said, notmg that the rig count should grow slowly in
the current price environment.

“Perhaps the market will realize that producers do not require $7 or even $6/MMBtu to grow
production,” the analysts said. “Such a sequence of events could convince the market that the
back of the [futures] curve is too pricey.” ‘ )

The amount of liquefied natural gas imported to the US is a perennial item on “what to
watch for” lists, and Barclays said the surge in overseas liquefaction plants coming
online and the posmblhty of more plpehne gas ﬂowmg in Europe could brlnq even more
LNG to US shores
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“More than ever, cross-Atlantic price spreads will be important to watch and should feature more
prominently in Houston cocktail party conversation,” the report said.

Other surprises that could be lurking this year include breakthrough legislation favoring natural
gas vehicles in the US and, less likely, strong cap-and-trade rules that would raise coal prices.

The Barclays team doesn't have high hopes that tough carbon laws are coming but cautioned
that the Environmental Protection Agency “is on a separate track. Thus, the scales would still tip
against coal.”

Less likely, but still in the mix, are two more possible surprises for the gas industry: that demand
doesn't come back ina US economic recovery that is “energy-light” and thatzbankers and
lenders throttle back the amount of capital they are willing to invest or lend to gas producers.

“A protracted period of disappointing prices, or the failure of a number of producers, would rein
in the appetite of the capital markets to fund producers,” Barclays said. “While intriguing, there
are no signs of such a shift. In fact, the cost of borrowing has continued to fall since the credit
crisis and the capital markets are open for producers.” — Bill Holland
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Gas Daily

Monday, January 4, 2010

Analyst: Demand to catch up with supply in 2010

Gas production declines appear to have leveled off as shale production takes up the
slack from rigs laid down in conventional basins, independent energy analyst Stephen

Smith said in a report Thursday. = —

The Natchez, Mississippi-based president of Stephen Smith Energy Associates also predicted
that a 2% increase in gas demand from a modestly recovering economy will boost prices.

Smith is projecting that the market will be 400,000 Mcf/d undersupplied in 2010, leading
him to raise his price forecasts for both 2010 and 2011. But he hedged his outlook with the
sobering reminder that cold weather “can vanish as quickly as it came.”

‘Smith upped his average Henry Hub spot price forecast for 2010 by 10% to $5.60/MMBtu.
He also raised his first-quarter outlook by 10% to $5.45/MMBtu and his second-quarter target by
16% to $5.20/MMBtu.

For the third quarter, Smith added 12% to his November forecast, now $5.60/MMBtu, and 4% to
his fourth-quarter projection, which now stands at $6.15/MMBtu.

For 2011, Smith sees gas trading at Henry Hub at an average of $6.65/MMBtu, a 2%
increase over his previous projection.

Smith said the 2% increase in last week’s October US gas production data from the
Energy Information Administration suggests that most of the price and economy-driven
production declines have already occurred. “The evidence thus far does not suggest that
a major production decline lies ahead,” he added.

The reason for that trend despite “a still massively scaled back rig count is becoming
increasingly apparent,” Smith said. “It has to do with the much greater proportion of shale gas
wells now being drilled, the substantial increase: in the number of fracs per shale well drilled,
and the resulting increase in frontend gas production per operating rig.”

Rigs drilling in the biggest shale plays now account for 55% of the total US rig count, Smith said,
up from 33% in 2006.

The 2009 production decline, coupléd with colder weather and a recovering economy, will be
enough to reduce the storage surplus by 150 to 200 Bcf in 2010, Smith said. He's predicting a
5.8% rise in heating degree-days following a 4.7% increase in 2009.

And after a 4% drop in electricity demand in 2009, Smith is predicting a 1.6% increase in
kitowatt-hours, with gas-fired generation holding steady at 934 billion KwH. Total gas demand
should increase 1.2% to 63.9 Bcf/d this year, including small gains from the residential,
commercial and power sectors. — Bill Holland
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Gas Dalily

Tuesday, December 22, 2009

Analyst: Gas price rally won’t last through winter

The recent rally in North American gas prices brought on by December’s cold snap won’t
last, Bank of America Securities-Merrill Lynch cornmodities analyst Francnsco Blanch predicted
Monday. ™

Surging shale production, rising liquefied natural gas imports and an increase in coal-
fired power generation will all conspire to cut into any temporary price gains, Blanch said.

“All in, the US natural gas surplus relative to the five-year average remains at 433 Bcf, or 14%,
wide enough to absorb a weather-induced demand shock,” he wrote. “Even if withdrawals from
now until the end of March equal the fivé-year average, end-of-winter stocks could near 1.94 Tcf
— the highest ever.”

Industrial demand for gas has ygt to recover to the 20 Bcef/d level seen in previous years,
Blanch said, peqging demand from refiners, steel and petrochemical producers at 16.3
Bcefld and rising only 6% next year.

And the market share gas took from coal will go away now that gas prices have
rebounded above the $5/Mcf level, Blanch said. “Cheap gas relative to coal boosted the
share of natural gas in baseload power generation: this year, but that support will likely
disappear next year due to the higher gas prices.”

But the real issue “rests on the-production side,” Blanch said, as the spike in shale gas output
has disrupted the traditional correlation between rig counts and production volumes.

“Dry gas production remains incredibly resilient when contrasted to the sharp drop in
rigs,” Blanch said. “There |s now a real l‘lSk that productlon will be falllnq by Iess than

expected.”

He said it is “staggering to note that despite a:656% year-over-year decline in total US natural
gas rigs, dry production actually increased by 1.2% year-over-year in August. Hence, itis
increasingly clear that classic rig-to-production models are not working anymore due to the high
efficiency of shale plays.”

LNG imports will dampen any price increase as the winter progresses, Blanch predicted. LNG
producers used 2009 to do maintenance or expand their liquefaction trains but will be producing
at full capacity in 2010, putting more gas into the global market, he said.

With prices at the UK’s National Balancing Point currently at par or below those at Henry
Hub, the market can anticipate more LNG cargoes headed for US shores further
depressing US prices, according to Blanch, — Bill Holland '
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Energy Information Administration
Henry Hub Pricing
Per MMbtu .,
January 12, 2010 Release |

Jan®9 524 [ dando 547 Jandi 64
. Feb®§ . 451 [ Feb10 1 541 [Febdi | 647
i _Mar-09 3.96 Mar-10 532 " Mar-11 6.35
Apr-09 3.49 Apr-10 5.156 Apr-11 5.95
May-09 3.83 May-10 | 5.00 May-11 5.82
__Jun-09 380 = Jun-10 4.90 Jun-11 573 =
_Jul09 3.38 Jul-10 4.80 Jul-11 5.58
Aug-09 3.14 Aug-10 4.85 Aug-11 5.43
| _Sep-09 2.97 Sep-10 4.90 | Sep-11 5.48
TOctdg 1 400  ITOet10 505 | Ootdi | 568
Nov-09 3.66 Nov-10 5.52 Nov-11 5.99
Dec-09 5.34 Dec-10 6.12 Dec-11 6.31
Average "Average Average
2009 $ 3.943 2010 $ 5.208 2011 $ 5.940
Summer Summer ' Summer
2009 $ 3.516 2010 $ 4.950 2011 | $ 5667
Winter 2009 Winter 2010- ()
2010 $ 5.040 2011 $ 6.190
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Short-Term Energy Outlook

January 12, 2010 Release
(Next Update: February 9, 2010)

U.S. Natural Gas Consumption. EIA estimates that total natural gas consumption
fell by 1.5 percent in 2009, primarily because of the economic downturn. Despite
low natural gas prices throughout most of 2009, which contributed to a significant
increase in natural gas-fired electric power generation, declines in industrial, residential,
and commercial sector consumption drove the year-over-year decline in total
consumption.

Total annual natural gas consumption is forecast to remain relatively unchanged
in 2010. Higher natural gas prices in 2010 are expected to cause a 2.8-percent
decline in natural gas consumption in the electric power sector in 2010, which will
offset arowth in the residential, commercial, and industrial sectors. Forecast
total natural gas consumption increases by 0.4 percent in 2011, led by a 2.5
percent increase in consumption in the industrial sector.

U.S. Natural Gas Production and Imports. EIA estimates that total marketed
natural gas production increased by 3.7 percent in 2009, despite a 59-percent
decline in the working natural gas rig count from September 2008 to July 2009.
Working natural gas rigs have since turned around from the mid-July 2009 low of 665,
increasing to 759 as of December 31, 2009. While production growth in 2009 was
supported by the enhanced productivity of new wells being drilled, steep declines
from initial production at these newly drilled wells ‘and the lagged effect of
reduced drilling activity aré expected to con‘trrbute to a 3-percent decline in 2010
production. EIA expects marketed production fo i increase by 1.3 percent in 2011
with growth in production from lower-48 non-Gulf of Mexico (GOM) fields offsetting a
decline in GOM production.

Crude Qil and Liquid FueIsOverwew The world oil market. should gradually

tighten in 2010 and 2011, provided the global.economic. recovery continues as
projected. While countries outside of the Orgamzahon for Economic Cooperation and
Development (OECD) will lead 2010 demand regovery, OEGD countries should begin to
show significant oil demand growth in 2011 in response to improving economic
conditions. Projected economic growth in the OECD more than doubles from 1.2
percent in 2010 to 2.7 percent in 2011

27
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Although compliance with cuts announced by the Organization of the Petroleum
Exporting Countries (OPEC) has weakened and global oil inventories and spare
production capacity remain very high by historical standards, expectations of a
continued global economic turnaround have continued to buttress oil markets. EIA
expects that WTI prices, which have been trending upward since February 2009, will
continue to increase in 2010 and 2011.

EIA expects that the price of West Texas Intermediate (WTI) crude oil, which
averaged $62 per barrel in 2009, will average about $80 and $84 per barrel in 2010
and 2011, respectively. ElA's forecast assumes that U.S. real gross domestic product
(GDP) grows by 2.0 percent in 2010 and by 2.7 percent in 2011, while world oil-
conhsumption-weighted real GDP grows by 2.5 percent and 3.7 percent in 2010 and
2011, respectively.
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Remaining Base Not Yet Locked In
Winter 2009-10
%
Dth/Day System
November December January  February March Totat Supply

Duke Energy Ohio

Tota
System Supply

Duke Energy Kentucky
Previously Hedged

Total
System Supply

Duke Energy-—Total
Previously Hedged

Total




Case No. 2008-175
Attachment A
Page 252 of 306

Gas Commercial Operations
Hedging Program
Market Indicators Summary
February 24, 2010

Price Page
Pressure Tem Comments Ref
Weather
NOAA predicting above average temperatures for Mar, 2010-May. 2010
for the northwestem portion of CONUS with below normal temperatures in
. the south and southcentral portions, normal temperatures are forecasted
Long Term Forecast (Mar 10-May 10) Long for plains states through east coast. WSH predicts cooler than normal in 10-11
the eastern US with warmer weather in the westem and northern parls of
the country
. March predicted to be 5.6% colder than 10 year normal and April is
Mid Term Forecast (30-60 days) T Long predicted to be 8.4% colder than 10 year normal. 12
e Below and Much Below temperatures in central and southem portions-of-=zj=——-—
Short Tenm Forecast (6-10 days) T Short jthe United States early in the period being pushed south by above normal 13
temperatures in Canada.
Storage Inventory
Storage withdrawals for the week ending February 12th were 190 BCF.
EIA Weekly Storage Report T Long |Storage levels are at 2.025 TCF which is 1.3% higher than last year and 14
2.7% higher than the 5 year average.
Industry Publications
PIRA Energy G Shale gas economics suggest that the extended NYMEX gas price curve
Summer 2010: “ T Long |over the next year or so will prove to nsustainably high. PIRA 15-17
Winter 2010/11;] projecting $ MMBtu for 2010 an or 2011,
Less gas in storage than expected due to recent cold weather, but gas
Gas Daily t Long |prices will drift lower as the rig count rises. Projection for Henry Hub price 18
for non-heating season at $5.50/MMBtu.
Despite an extremely cold winter so far, US gas prices will likely be capped
. this year by cheaper coal supplies and a spike in LNG imports. Fipancial
> i
Gas Daily Long and energy professionals surveyed think gas prices will average between 19
$5 and $5.50/MMBtu this year.
“Thanks largely to a horizontal drilling boom, US gas production may have
Gas Daily l Long |reached its bottom and could propel already ample storage supplies to 20-21
even higher levels this year.
Government Agencies
zzjrg;,);lrn;;r;g?t;osnégmmlstrahon T Long The projected Henry Hub annual average spot price is expected to be 22
Winter 2010711: $6.124 $5.366 per MMBtu in 2010 and $5.860 per MMBtu in 2011
Technical Analysis
Summer 2010 Strip Chart <+ | Short [Closed at $5 41. 23
Winter 2010-11 Strip Chart <+ | Short |Closed at $5.96. 24
Economy
EIA: Natural gas consumption is projected to increase 0.4% to 62.5
Befiday in 2010 and another 0.4% in 2011, The outlook for growth in 2011
Demand > Long leomes from increases in the industrial sector as a result of improved 25
economic condmons )
EIA: Total marketed natural gas product:on declines 2.6% to $8.7 BCF/day
in 2010 and increases by 1.3% in 2011. Cument 2010 futures market
Supply T Long |prices between $5.50 and $6.70 per MMBtu appear to provide the 25
necessary economic incentive to expand drilling programs even further.
The world il market should tighten in 2010 and 2011, as the global
T economic recovery continues and world oil demand begins to grow again.
Oil Market Long |EIA expects WTI crude oil, which averaged $62 per barrel in 2009, will 25

average about $81 and $84 per barret in 2010 and 2011, respectively.

Meeting Minutes: 10th Floor North Conference Room - 8:30 am
Attendees: Jeff Kem, Jim Henning, Patly Walker, Mike Brumback, Mitch Martin, Joachim Fischesser, Steve Niederbaumer

Discussed market fundamentals including weather, storage inventory levels, PIRA and EIA forecasts for the Summer 2010 and the Winter
2010/2011, 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 DEO and DEK's hedging program 1o date. Significant discussion took
place around the recent drop in NYMEX prices and the impact of increased number of drilling rigs in the field. Based on these factors, a decision

was made to hedge additional volumes with a fixed price for the Summer 2010 and Winter 10/11.
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/10)
Delivery Supply Total’ Required  Allowed
Month Dth/mo Dth/day Dth/mo dth/day dth/day

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

Excluding-Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Summer 2010
Target Levels By March 31, 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By October

Apr-11

May-11

Jun-11

Jul-11

Aug-11

Sep-11

_ Oct-11
Summer 2011

Targel Levels By March 31, 2010

Nov-11

Dec-11

- Jan-12 |8

Feb-12 . 5l

Mar-12_ |58

Winter 11712 K28

Target Levels By October 31, 2009

Apr-12

May-12

Jun-12

Jul-12

Aug-12

Sep-12

, Oct-12

Summer 2012 "
Target Levels By Marcl



Case No. 2008-175
Attachment A

COMPARISON OF HISTORIC SPOT & PROJECTED PRICES28¢ 257 of 306
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
5-yr. avg. | Last Year PIRA EIA NYMEX Hedged Prices
{05/06-09/10) § (2009-2010) 26-Jan-10 | 10-Feb-10 | 23-Feb-10 Ohio  Kentucky
$6.79 $4.06 $5.350 $4.895
$7.06 $3.63 $5.200 $4.913
$7.21 $3.32 $5.130 |  $4.977
$7.02 $3.54 $5.090 | $5.052
$7.37 $3.95 $4.990 $5.127
+-$6.68 $3.38 $5.070 ==-$5.183
$6.87 $2.84 $5.210 |  $5.215
$7.15 $3.73 $5.360 |  $5.305
$7.80 $4.29 $5.600 $5.610
$7.62 $4.49 $6.100 $5.928
$7.28 $5.81 $6.370 $6.157
$6.61 $5.27 $6.340 | $6.122
12 Month Avg $7.12 $4.03 $5.484 $5.374
Summer Average $5.150 $5.110
Winter Average $5.952 $5.742

$9.00
$8.00
$7.00
$6.00
$5.00
$4.00

$3.00

()
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Gas Dally

Tuesday, February 23, 2010

WSI calls for continued cold weather in eastern US this spring

Private forecaster WSI Corporation on Monday said the upcoming three-month period
will continue fo be cooler than normal in the eastern US, with warmer weather in the
western and northern parts Q_f the country.

“After another month of widespread below-normal temperatures across.the central and
eastern US in February, we think the focus of the cold weather will shift southward and
eastward in March, as an atmospheric ridge sets up in the western and central US,” said
Todd Crawford, WSI chief meteorologist.

“The primary drivers for our extreme winter pattem, specifically a strong, dateline-centered El
Nifio event and a stratospheric warming event, will both be on the wane as we head into
March,” Crawford said. “The residual effects will likely linger into spring, however, with cold
temperatures focused in the Southeast US and warm temperatures spreading from the western
into the central US. For the March-May period-as a whole, we are forecasting 1191 gas-
weighted heating degree-days, approximately 4% more than last year and about 2% less
than the 1971-2000 mean.”

In March and April, WSI expects warmer weather only in the North Central, Northwest and
Southwest regions.

The resulting demand in the East will be offset by lower demand in the West as the nation
heads into the spring shoulder months, .said consultant Energy Security Analysis.

In May, WSI expects colder than normal weather "t(;'p:éfsist only in the Northeast and Southeast.
ESAI said cooling demand could show up early in:the West as a result. The next seasonal
outlook will bé issued by WSI on March 23. — Stephanle Seay

)
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FarthSat’s 30-60 Ddy ®itlook

Wednesday, February 17, 2010
Forecaster: SS/BH/TH

h

: EE«;—‘}. 4

L

fi
~i

Feb 17, 2010

‘Updated?

Departure from 30-year normal (°F)

Feb 17,2000,

Vo4 AREANS

Mar GWHDD* Forecasts

[C]+0.1to +0.4
3+2.0 to +2.9

+0.5 t0 0.9
23.0

BEE+1.0to+19 0

[1-0.1t0 -0.4
E#-2.0t0-2.9

Slight warm changes in West

Slight cold changes in East

The March forecast was mostly unchanged, save for a few warm tweaks in
the West and a few marginal cold tweaks in the East, The GWHDD forecast
is unchanged. In yesterday's Editors Notes, we pulied together some analog
years in which the snow cover matched the current conditions and in which
the rank of the ME! (Multivariate ENSO Index) met El Nino thresholds. Those
analog years produce a very cold outlook across the eastem 2/3s of the US |
for the first half of March. Given the idea that the !
AO does not seem primed to tumn positive very
soon, that idea makes sense, Here we've taken
those analog years and projected them forward for
the rest of the month. The overall composite for
March based on those years is somewhat similar
to our outlook. The anomalies are colder than our
forecast across the Midwest as well as the
Southeast.

JME! analogs, we produced a similar map for April. That map does share
{ a few similarities with our outlogk, with cool conditions in the western

‘Fconditions for the big cities along the 1-95 corti-
[ dor in the Mid-Atlantic,

Warm changes in Texas

Near normal in the Southeast

Changes o April were again marginal, with some minor warm changes
In Texas and minor cold changes in the Northeast. Using the same
methodology that we used in the March discussion with snow cover and

Midwest and Plalns and warmer conditions in the Northwest. The mag-
nitude of cold in the Plains and Midwest is a bit
stronger, as is the coverage of warmth across
the Rockies. Those analogs also show milder

*40Y Normal updated to ‘00-09

10Y Normal¥| 616.1
Mar 2010 Fest] 650.5 [s0YNormai | 637
Mar-2009 605.2

*National Gas-Welghted HDDs

Apr GWHDD"* Forecasts

TA0Y Normal*: 3447
Apr 2010 Fcst:| 373.5 |30Y Normal | 369.0
.‘ Apr-2009 361.2

*National Gas-Welghted HDDs

4
#29 Tempenatutg Do
v

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 Fax (240) 833 8301
’ ’ www.mdafederal.comfwx/  ©2010 [30-60 Day-Outlook, Version 2.1]
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EarthSat Weather

STMDA EarthSat’s 6-10 Day Forecdst-Detdiled

Tuesday, February 23, 2010
Forecaster: BH/AC

Today’s Forecast:
Northern Plains, Upper Midwest Warming Late
Strong Belows Could Expand More In Texas, South

The coollcold air that is aiming to dive into south-central U.S.
during the mid-period could be fairly similar to what is occurring
presently in the region. As a result, Texas and the Deep South
could see some more widespread strong below normal readings
K
the Northeast will trend colder during the end of the period. Re-
cently, however, this has failed to occur so the forecast stays on
mainly seasonal outiqok for this region. A warm up into the
Northern Plains and Upper Midwest might be stronger during the
end of the period. In the West there could be a faster cool down
for period’s end.

the middle of the period. The models have been suggesting -]

4 3wt ) 1S . N e \M
Forecast Confidence: 7

E ] Forecast Confidence: 5

A +3F to +4F B A +5F to +7F BEl MA +8F to +14F Bl SA +15 or Higher
B -3F to 4F EBB.5Fto-7F MM MB -§F to -14F MM SB 15 or Lower

MDA Earthsat Weather 6011 Executive Blvd,, Suite 400, Rockville, MD 20852 Tel (240) 833 8300 (backup: 301- 231-0664)
: Fax (240) 833 8301 www.mdafederal.com/wx/ ~©2010 {Morning Basic-Page 3, Version 2.1]

"
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C'E.i C‘lf , U.S. Energy Information Administration

Independent Statistics and Analysis Glossa'r;(a

Home > Natural Gas » Weekly Natural Gas Slorage Report

Weekly Natural Gas Storage Report e Undates

ed: February 18, 2010 at 10:30 A.M. (eastern time) for the Week Ending February 12, 2010.
gelease; February 25, 2010

Working Gas in Underground Storage, Lower 48 other formats: Summary TXT CSV
Stocks in billion cubic feet (Bcf) Historical Comparisons Data
Region Year Ago (02/12/09) S-Year (2005-2009) Average N
02/12/10 02/05/10 Change Hist XLS
112/ 105/ 9 Stocks (Bef) % Change Stocks (Bcf) %% Change S’Y ory: )
-Year Averages, Maximum,
East 1,030 1,135 -105 951 8.3 1,048 -1.7 Minimum, and Year-Ago Stocks
west 322 344 -22 314 2.5 270 19.3 (xt5)
R
Producing 673 736 -63 735 -8.4 655 27 eferences
2,025 2,215 150 Methodology
-~ 99 .
Total . . 1,999 1 3 1,972 27 Differences Between Monthly
No! and Definltions and Weekly Data
. Revislon Policy
Note: On February 22, 2010, the Energy Information Administration (EXA) will change the web addresses for the-Weekly Natural Related Links
Gas Storage Report (WNGSR). Thé&new web address ( URL) for the WNGSR w:ll be- Mﬁm[[_lgg_la_.gpl[ngsjngmmll Information
about the change of the web address is available at: www.eia.d as/irnotice.htm!. Storage Basics
Natural Gas Weekly Update

Summary Natural Gas Navigator

working gas in storage was 2,025 Bcf as of Friday, February 12, 2010, according to EIA estimates. This represents a net
decline of 190 Bcf from the previous week. Stocks were 26 Bcf higher than last year at this time and 53 Bcf above the 5-
year average of 1,972 Bcf. In the East Region, stocks were 18 Bcf below the 5-year average following net withdrawatls of
105 Bcf. Stocks In the Producing Reglon were 18 Bcf above the 5-year average of 655 Bcf after a net withdrawal of 63 Bcf.
Stocks in the West Reglon were 52 Bcf above the 5-year average after a net drawdown of 22 Bcf. At 2,025 Bcf, total
working gas Is within the 5-year historical range.

Working Gas in Underground Storage Compared with 5-Year Range
4,000
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2,800 -
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2,000 1
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1,200 -
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SN
L
Bliflon Cuble Feet

e aut e e pny

400 1 :
Towrce: Emcrgy Jaformation Aduisistration, Office o€ Oil sad Gas, Form EIA-912
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g e 8 g & e g e <
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Note: The shaded area indicates the range between the historical minimum and maximum values for the
weekly serles from 2005 through 2009.

Source: Form EIA-912, "Weekly Underground Natural Gas Storage Report. The dashed vertical lines Indicate
current and year-ago weekly periods.

Privacy/Security | Accessibllity | Copyrlght & Reusg + C‘onta(:t Us | Feedback | Careers | About EIA
Fedstats | USA.gov | Deparfment of Energy

http//wwweladoegov/oxl_gas/natural _gas/ngS/ngshtml
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PIRA Energy Group
January 26, 2010 North American Natural Gas
Table A1: Short-Term Henry Hub Gas Price Forecast
$IMMBTU
NYMEX
Futures—~—ou

2003 2004 2005 2006 2007 2008 2009 2010 2011 2010 2011
Jan 5.43 6.13 6.18 8.73 6.40 7.97 5.23 - 6.70
Feb 7.73 5.37 6.11 7.54 ) 8.04 8.49 4.50 5.49 6.66
Mar 5.94 5.39 6.94 6.89 7.11 9.36 3.94 5.43 6.47
Apr 5.26 5.71 7.16 71.07 7.58 10.15 3.50 5.41 6.00
May 5.81 6.33 6.46 6.21 7.64 11.25 3.80 5.46 5.97
Jun 5.82 6.27 7.19 6.26 7.34 12.67 3.78 5.53 6.02
Jul 5.03 5.93 7.60 6.12 6.22 11.19 3.38 5.61 6.08
Aug 4.99 5.41 947 7.17 6.27 8.26 3.12 5.67 6.13
Sep 4.62 5.03 12.41 4.86 5.99 7.69 293 5.71 6.16
Oct 4.63 6.35 13.59 5.75 6.72 6.72 3.95 5.81 6.27
Nov 4.47 6.17 10.28 7.38 7.01} 6.59 3.55 6.13 6.51
Dec 6.13 6.60 12.90] . 6.74 741 576 5.36 6.47 6.79
1Q 6.37 5.63 6.41 7.72 7.18 8.61 4.56 5.46 6.61
2Q 5.63 6.10 6.94 6.51 7.52 11.35 3.69 5.47 5.99
3Q 4.88 5.46] 9.83 6.05 6.16 . 9.05 3.14 5.66 6.12 j
4Q 5.08 6.37] 12.26 6.62 | 6.94 6.36 4.29 6.14 6.52 (\
Year 5.49 5.89 8.86 6.73 6.95{ - 8.84 3.92 5,70 6.31
Nov-Mar - 5.50 6.40 9.27 7.13 7.99 5.20 -  6.49
Apr-Oct 5.17 5.86 9.13 6.21] . 682 9.70 3.49 5.60] 6.09
Dally Cash prices through December '09 are actuals. Shaded area froim January ‘10 fo December "11 is PIRA's Reference Case forecast
of average daily Henry Hub cash prices, l , : l ] I . .
NYMEX Futures are based on the actual value of those contracts as of market closing on 1/26/10 and do NOT reflect PIRA projections,

F'IRAEnergy Gmup 3 Park Avenus, 261h Floor New Yotk. NY 0016-5989 (T el) 212—686-—6808 (Fax) 212—680—6628 www plra oom
For authonzed subscnbers onty All Rvghts Resefved Copynght 2010 PIRA Energy Gmup
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January 26, 2010 PIRA Energy Group,

North American Gas Forecast Monthly

Bulls and bears can debate to their hearts’ content the implications of recent gas market
developments. But neither seems likely to label the past three month’s market swings as boring.
Indeed, the market’s “roller-coaster” began with an incredibly mild November, an extreme cold
stretch into mid-January, and then the in-progress January thaw. No less important, near-term
heating degree day forecasts were as volatile as the weather itself, intensifying bullish
enthusiasm during-the coldest periods and curbing that enthusiasm during the mildest weather
episodes.

Although weather events often mesmerize the market’s attention during such degree day
turbulence, non-weather events ultimately warrant the greatest scrutiny when assessing
future gas price direction. On the bullish side of the ledger, the monstrous December
through mid-January storage draws were more than just weather episodes. Those draws
underscored: 1) structurally tighter gas balances nof explained by cold weather, reflecting
sequentially lower production and stronger demand, and 2) much improved prospects for
ending the 2009-2010 heating season without a Y/Y storage surplus.

During the current month, the pendulum has swung toward the bearish side of the ledger. Bears

_ have gained new-found strength with the past three-week’s jump in gas-oriented rig counts

(mostly high productnvntv horizontal rigs) that seem poised to change the complexion of gas
production prospects. Determining the future inflection point from decreasing to increasing
production remains a difficult call, given unstable time-lags between gas drilling and Lower 48
deliverability, plus complications associated with changes in rig efficiency and gas well “
productivity. For now, however, resurgent gas rig counts have decidedly raised the upper

bar for 2010 gas production.

A second bearish development has been the “half full, half empty” nature of the
manufacturmg sector’s recovery of late. The U.S. manufacturing sector’s 4Q09 rebound had
the benefit of a major assist from the dramatic slowdown of inventory liquidation, but M/M
changes in output were unexpectedly erratic, in turn, subjecting industrial gas demand prospects
to a higher degree of ambiguity. Nevertheless, PIRA’s gas price outlook for 2Q10 remains
bullish, anchored by rising Y/Y. storage deﬁclts Using a 10-year normal heating degree day
assumption for the next three months, storage deficits should emerge by April. Yet, a colder
February would establish an earhe_r ‘even more b_ulhsh storage scenario.

Looking. further ahead, we foresee a shlft in the momentum of change back toward gas

‘bears. Shale gas economxcs in partlcular suggest that the extended NYMEX pgas price curve

over the next year or so. will prove to be unsustamablv high. This reports initial foray mto
2011 monthly North Amencan gas balances illustrates weather-normahzed demand
becoming hard pressed to. keep pace Wlth l‘lSlIlE gas supply. Even at PIRA’s below NYMEX

w
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Reference Case prices, storage seems headed for new record highs, signaling the need for
Jower prices to set off another pas-oriented drilling pullback.
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'~ Gas Dalily

Tuesday, February 23, 2010

Denhardt lowers spring storage, price estimates

There will likely be less gas in storage than expected at the end of the heating season
due to recent cold weather, but gas prices will drift lower nonetheless as the rig count
continues to rise, according to tf_l__glatest report by analyst Ron Denhardt. —

Denhardt, vice president of natural gas services at Strategic Energy and Economic Researéfw,
lowered his projection of working gas in storage at the end of March to 1.5 Tcf, from last
month’s estimate of 1.629 Tcf, owed to colder weather than expected in February.

That weather, particularly in the South, and the increased displacement of coal for power
generation are expected to boost gas consumption by 6.7% for the first quarter
compared with a year ago, he said.

Despite less gas in storage, Denhardt reduced his projection for Henry Hub prices for the
non-heating season by.20 cents from a month ago to $5.50/MMBtu.

. “The gas rig count is growing as break-even costs of many shale projects are well below
‘) Henry Hub prices of $5/MMBtu and conventional producers will need to drill to maintain

' cash flow,” the analyst noted. The US rig count increased by 55 over the last four weeks and is
up by 25% from mid-July.

In addition, liquefied natural gas prices are lower in the UK, which is keeping more LNG in the
US, he said. S ,

On the supply side, production is eXpect’éa to be a{bout 400,000 Mcf/d lower on the whole
this year than in 2009 and net lmports are expécted to be the same,.as higher LNG "
~|mports are offset by lower imports from Canada, Denhardt said.

Looking ahead, Denhardt is. calimq for 3. 602 ch in storage -at the end of the refill season,
or about 200 Bcf below last year's level — but still keeping prices below the $6IMMBtu
level.

“However, to reach this level of storage, natural gas.prices must be high enough to [take]
market from coal. This shotild set a floor of about $4 50/MMBtu on Henry Hub pricés.” He
noted that last year gas had o dlsplace coal-fired qeneratlon in order to balance the
market in the non-heatmg season — Stephanle Seay”

3
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Gas Daily d

Tuesday, February 9, 2010

Analysts: Coal, LNG to cap gas prices this year

Despite an extremely cold winter so far, US gas prices will likely be capped this year by cheaper
coal supplies and a spike in liquefied natural gas imports, two industry analysts said in separate
reports.

“We believe demand will fail to plav a role in helping revive prices in 2010, even with cold weather
in January,” Barclays Capital said Monday. “This is counterintuitive, given that we expect the US and
Canadian economies to recover.”

The anticipated drop in overall US gas demand this year “is driven by an expected reversal of
coal's displacement by gas in 2009, which will push 2010 power-sector demand low enough to
offset the gains in the other sectors,” Barclays said. “The dilemma for the gas industry is that a
recovery of gas prices in 2010 would only exacerbate the situation by further trimming gas-coal
switching, which would eventually halt the upward movement of gas prices.”

Barclays did raise its 2010 Henry Hub gas. price forecast by 4% to $5.25/MMBtu due to the frigid
start to the winter but warned investors that the strength won’t last.

{

“We believe cold weather will support prices in first quarter 2010 and, as a result, have raised our price -
view for the quarter to $5.50/MMBtu” from $5.20/MMBtu. “This could blind the market to what lies ahead.” L >

Meanwhile, energy investors surveyed by Credit Suisse last week at a Vaﬂ Colorado, conference echoed
Barclays’ bearish sentiment — though the respondents-were focused more on LNG than on coal.

Financial and energy professionals surveyed think gas prices will average between $5 and
$5.50/MMBtu this year, slightly befow pricing suggested by the NYMEX futures curve.

While those surveyed expect gas production to be flat or slightly higher than last year and expect demand
to match supply, they also think LNG imports will plck up from 1.3 Befid to around 2 Bef/d — keeping
downward pressure on prices.

Longer-term;, Credit Suisse’s survey respondents. expect qas to setﬂe into & band between $6-and

$7/MMBtu. o T

_Those surveyed in Colorado. could take some Vcbmt"o'r't i a riote Friday from invéstment bank
Goldman Sachs’.commodities team. Goldmati. thinks.qas prices. wull average §BIMMBtu thls year
and see little chance that they will fall below. $4. 50/Mcf

Goldman sees an LNG risk on a worldwide basis. “The main risk factor that could change our view would
be greater-than-expected LNG imports into Europgiin the commg months triggered by particulerly weak
Russian and/or Norwegian pipeline exports to' the region,”its report said. “Such a change in the European
balance could potentially lower US LNG imports during 2010, tightening the market.” -— Bill Holland
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Gas Daily

Thursday, February 11, 2010

Analysts detail stark shift to horizontal drilling

Thanks largely fo a horizontal drilling boom, US gas production may have reached its nadir and
could propel already ample storage supplies to even higher levels this year, according to analysts
with Barclays Capital.

“While winter weather has cheered prices modestlyfiigher over the past few months, the natural gas rig
count has been advancing for 29 weeks,” analysts James Crandell, Biliana Pehlivanova and

Michae! Zenker said in a new report Tuesday. “In particular, horizontal gas drilling has recovered
fully and now stands just below its peak in 2008.”

Moreover, the analysts said, data from the Energy Information Administration indicates that onshore
Lower-48 marketed gas production grew by 490,000 Mcf/d month over month in November, following a
1.17 Bcfld sequential increase in October.

At the same time, Baker Hughes’ estimated gas rig count of 878 at present reflects a recovery of
213 wells, or 32%, since the mid-2009 low. “This far surpasses the pace of recovery we were
expecting given the modest rebound of prices” in the first half of last year, the analysts said.

The horizontal rig count, in particular, now stands at a record 659, up from a previous high of 650 set in
October 2008. “Since 20086, horizontal drilling has gained 44% over vertical rigs, which have lost 37%
respectively,” the analysts noted. And that shift “is altering the relationship between drilling (rig counts)
and productlon as horizontal wells tend to be more prollf ¢, particularly when dlrected fo the top shale

plays.”

The Haynesville Shale is attracting most of that new mterest with the rig count in that region already near
last year's high. The Marcellus, Barnett, Woodford and Fayettevrlle shales also are experiencing
increased producer attention, the Barclays analysts noted.

“The producers’ business model continues to pose the dilemma of balancing between the strong
incentive that equity markets send. to each individual producer to maximize output and the need to
keep aggregate production i in chieck as demand qrowth Iaqs the potentlal for supply addutlons

the analysts pointed out. : .

Even though current prices remain fairly modest com pared with those of 2007 and 2008, “the
forward curve has offered sufficient opportumtres to. hedqe 2010 production.above $6!MMBtu i
they said. Simiilarly streng hedges last year “allowed many producers to reahze prices well in
excess of spot levels.”

In that light, the Barclays analysts said they expect g snmnlar dynamtc this year “as hedges once again
soften the impact of low spot prices on producer earnmgs e ‘

Moreover, as the credit environmerit improves: producers may seek to. increase drﬂlmq activity
even further. “It is our sense that independents, in particular, plan to grow the rig.count from here
—perhaps not all the way throuqh the year, but certamlv over the next couple of quarters,” the

analysts said.




Case No. 2008-175
Attachment A
Page 269 of 306

Should the rig count grow to 1,000 by April, stabilize there for the second quarter and drop back to 800 by
the end of the year, dry gas production in the Lower-48 states would average only 700,000 Mcf/d lower
than in 2009, the analysts estimated. Even if the rig count follows Barclays’ current expectations and
grows steadily to 900 by the end of 2010, storage inventories still should reach yet another record high by

QOctober.

"Thus, if the rig count outperforms the level we assumed, which seems more likely than not, the
implication is that even more supply is heading to market,” the analysts concluded. — Melanie Tatum
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Henry Hub Pricing
Per MMbtu
February 10, 2010 Release

‘_Jan08 . 799 [TJan®9 7 624 [ Janf0 583 ¢ Jand 6.37
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$ 3.516|

{Winter 20081

Winter 20091
i 2009 l

2010.

TWinter 2010-

$ 5.128 2011

()

O =

Hedging Meeting 2.240xsm 212312010 EIA Prices’




Case No. 2008-175
Attachment A
Page 271 of 306

—
=, { otozrere \
u":; H
i 1 ovoereiL
=
St 1 e00z/zIzL
. .;,,m“'ﬁ' 1 so0zrenL
£ + 6002/Z/0L
i,
o 1 6002/2/6
of
- "‘{. o + 600¢/2/8
5.
o + 600z/2IL
"’
g + 6002/2/9
f."
T 1 6002/2/5
K
1. 1 e00eery [
Qe B + 600zrzIe | ©Q
o -1 =
& , + e00z/ele | B
o -
E «f 600272/t
r (4 T 4 L -
£ . A + goozrerel o
wd T
-
E i, + soozre/iL
w l:t
s + 8002/2/0)
rP‘.-
" | + 8002/2I6
= A + 800Z/2/8
T
+ 8002RIL
l}" .
", , + 800¢/e/9
TN
R + 8002re/S
u.'." .
o) : + soozrely
’..,g:‘_» ; 1 800e/e/e
I 1 8o0z/ele
1 A 800%/2/} .
S 8§ 8 8 8.8 8 8 8 8 8
g T 2.8 & &8 8 & 8 &




Winter Strip Nov10 - Mar1‘1

&
=, 4
&
L%
-t B
&
=
=", T
=
Jc':_" 4
=3
(S
i
7 1
By
L ¥]
Lt)_,
P T
e j"
* e A4
l-\l
LIFTY
e
l%:.. 4
o
e
L 5
.y
el
&0
1"" 1
",
f$ T
LY’
N "‘h 4
L%
'L}
™
%
. .'J *
A\ e
u':\ .
" . £
“'a
[
NS =
L W = T
®
o
ool A4
]
Yol
"
[T T
[ ."
‘ﬂ
ML
— .y T
[] q "5
. - e
we 't
l"- “ -1
(R L]
*le e .
'.ul. 4
H.
T v,
ey .
o e "
"y
LN
[N '
* -,
LA
- !
Is:
. ,.‘.
>
l,.“c' i
l."
%l
o (o] o . O o
S S S S =
™ - [ (] 0
5. & e 2 @

Case No. 2008-175
Attachment A
Page 272 of 306

010¢é/ere
oiocrelL
600¢/cic)
6002/C/LL
600¢/c/0}
6002/2/6
600¢/c/8
600¢/c/L
600¢/2/9
600¢/2/S
600c/ely

- Alann |

600¢/eie
600z/z/c

3 mae

600c/ciL

dimin

800¢/2/T)

800¢/e/11
800¢/2/01
B800Z/2/6

800¢/e/8

800¢/2IL

' 8002/2/9

800¢/2/S
800¢/clY

1 goperzre

800212

800¢rel




Case No. 2008-175
Attachment A
Page 273 of 306

Short-Term Energy Outlook

February 10, 2010 Release
{Next Update: March 3, 2010)

Natural Gas

U.S. Natural Gas Consumption. EIA expects total natural gas consumption to increase 0.4 percent to 62.5
billion cubic feet per day (Bcf/d) in 2010 and another 0.4 percent in 2011. Very cold weather during the first half
of January, particularly in the Southeast, contributed o an 8.4-percent jump in the monthly estimate for electric-
power-sector natural gas consumnption from the previous forecast. The fatest estimate for electnc—power—sector
consumption in January would be a new récord-for the month. Althouq_h natural gas consumption in the electric
power sector has been strong so far this year, an increase in coal-fired generation capacity and higher
natural gas prices through the remainder of the year should reduce the share of natural-gas-fired generation
in the baseload power mix in 2010. This is despite lower-than-normal snowpack in the Northwest, which we expect
to reduce hydroelectric generation in that region in 2010 to about 8 percent below last year's level and boost natural
gas consumption. The projected 1.3-percent decline in electric-power-sector natural gas use is offset by
growth in the residential, commercial, and industrial sectors in the 2010 forecast. The outlook for growth in
total natural gas consumption in 2011 comes from increases in the industrial sector as a result of improved

economic condifions.

U.S. Natural Gas Production and Imports. Total marketed natural gas production declines 2.6 percent to 8.7
Bef/d in 2010 and increases by 1.3 percent in 2011 in this forecast. Working natural gas rigs hit a low of 665 in
mid-July 2009, and EIA anticipates that the impact of lower dnlhng activity last year will contribute to the production
decline in 2010. While the number of working natural gas rigs is currently about 25 percent below the year-ago level,
the number has increased during the last month by about 100 rigs to a total of 861 rigs at the end of January.
Current 2010 futures market prices between $5.50 and $6.70 per MMBtu appear to provide the necessary
economic incentive to expand drilling programs even further. As a result, EIA expects monthly natural gas
production to begin to slowly increase later this year and continue on an upward trend through the end of

2011.

Projected U.S. pipeline imports decline by 8.3 percent (0.7 Befid). to 8.1 Befld in 2010 due to the sustained
impact of lower Canadian drilling activity and production, as well as. mcreasmq demand from oil sands
projects in western Canada. A portion of the declme in pipeline imports this year i$ expected to be offset by
imports of liquefied natural gas (LNG), which were.double vear-ago levels in January as temperatures
plummeted and prices jumped. The outlook for higher U.S. LNG Imports in 2010 is largely due fo recent
global LNG supply additions in Russia, Yemen, Qatar, and Indonesia. EIA. expects net imports of natural qas
to decline in 2011 as flows from Canada remain hmrted and global demand for LNG strenqthens

" i&ﬁﬁﬁﬁﬁfﬁ w

Crude Oil and Liquid Fuels Overview. The world oil market should gradisally i qhten in 2010 and 2011, as the
global economic recovery continues and world oil demand begins to grow agairi. Continuation of the ~
productlon targets set by the Organization of the Petroleum Exporting Countries (OPEC), as well as lower overall
growth in non-OPEC supply over the 2010-2011 forecast period; would also gontribute to a firming of crude oil
prices to above $80 per barrel this summer. However, the'combination of high commercial inventories -
armong members of the Organization for Economic Cooperation and Development (OECD) and amgle OPEC
_surplus productton capacitv should help: dampen the hkehhood of any Iarqe upward swings in pnces '

S
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Gas Commercial Operations
Hedging Program
Market Indicators Summary
March 23, 2010

2010 supports @ firming of crude oil above $80 per barret this summer.

Price Term | Comments Page
Pressure Ref
Weather
NOAA predicling above average temperatures for Apr. 2010--Jun. 2010 for
Long Term Forecast {Apr 10-Jun 10) Long ghe western poﬂlqn of CONUS with pockets of below normal temperatures 10
in the central portions, and equal change of above, normatl or below
temperatures east of the Mississippi river.
. April is predicted to be 3.9% colder than 10 year normal and May is
Mid Term Forecasl (30-60 days) Long predicted to be 19.0% colder than 10 year normal. "
Above and Normal temperatures dominate majority of CONUS during early
Short et Forecast (6-10 days) l Short |portion of forecasted period.changing to below in Midwest and East 12
o sections during the later portion of the forecasted period
Storage Inventory
Storage withdrawals for the week ending March 12th were 11 BCF.
EIA Weekly Storage Report l Long |Storage levels are at 1.615 TCF which is 2.4% lower than last year and 13
4.7% higher than the § year average.
industry Publications
PIRA Energy Group Shale gas economics suggsest that the extended NYMEX gas price curve
Summer 2010:- 1 Long jover the ne; r or so will prove to be unsustainably high. PIRA
Winter 2010/11 projecting $ MBtu for 2010 and SIEKor 2011.
Merrill Lynch slashes 2010 price 17% to $5.00 MMBtu. "The reason
Gas Daily ¢ Long |behind the lower natural gas prices is simply more supply.” Breakeven 14 - 16
economics in shale plays range from $1.50 to $4.00/MMBtu.
The abundance of gas from shale plays will only heighten the competition
between gas and coal in the power generation sector over the next several
Gas Daily T Long [years. The impact of excess gas supply on the 2009 coal bum was huge--| 17 - 18
coal-fired generation declined 15.7% while that of natural gas increased
14.5%.
: EPA faunches study into fracking impacts. "Qur research will be designed
Gas Daily f Long |to answer questions about the potential impact of hydrautic fracturing on 19-20
human health and the environment".
Gas prices:are likely to stagnate in a trading range between $4 and
Gas Daily i Long [$6/MMBtu for the next year and a half, due to robust supply and soft 21-22
. demand. .
Government Agencies
gzle’:g)); ’l’nzfgmél:;noﬁgmmlstrawn T Long The projected Henry qu annual average spot price is expected to be 23
Winter 2010/11- $5.714 $5.168 per MMBtu in 2010 and $5.646 per MMBtu in 2011,
Technical Analysis
Summer 2010 Strip Chart <—» | Short [Closed at $4.38. 24
Winter 2010-11 Strip Chart <+ | Short {Closed at $5.48, 25
Economy j
EIA: Natural gas consumption is projected to increase 0.7% to 62.9
) Beflday in 2010 and decline by 0.4% in 2011. Cold weather drives this
Demand «—F Long |year's increase, HDD during the first 2 months of 2010 were $.5% sbove 26
the 30-year normal and the highest since 2004, The small decline in 2011
reflects the projected retum to near-normal weather.
EIA: Total marketed natura! gas production declines 2.7% to 58.7 BCF/day
in 2010 and i increases by 1.1% in 2011, ElA expects U.S. net imports to
Supply T Long be shghtly h'gher in 2010. For 2010, U.S. LNG imports are forecast fo %-27
increase by about 45% (or 0.56 Bcffd).
"{More op}:mlsuc expectations of global economic growth during 2010 drives
Ol Market b Long oil consumption up 1.5 million bbl/d from 2009. This increased growth in 26

Meeting Minutes: 10th Floor North Conference Room - 1:00 pm -
Altendees: Jeff Kem, Jim Henning, Patty Walker, Mike Brumback Mllch Mamn Joachim Fischesser, Steve Niederbaumer

Discussed current market conditions including weather forecasts, slorage levels and various analysts projections as well as EIA's forecasts for

natural gas and oil markets. In addition, discussed EPA's proposed study on frackmg, Shale gas breakeven economics of various shale gas plays
and discussed the displacement of coat as a fuel source vs natural gas. Based on the discussion (preductlons of additional reductions in price), as
well as the current posmon of the Hedglng Program no additionat hedgmg is proposed.
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Duke Energy Kentucky
Hedging Program
Current Position

System Hedged to Date Next Target (3/31/10)
Delivery Supply Total Required  Allowed
Month Dthfmo Dthiday Dth/mo dth/day dth/day

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

wasre

Excluding Storage Gas
Including Storage Gas
Target Levels By October 31, 2009

Apr-10

May-10

Jun-10

Jul-10

Aug-10

Sep-10

Oct-10

Summer 2010 :
Target Levels By March 31, 2010

Nov-10

Dec-10

Jan-11

Feb-11

Mar-11

Winter 10/11

Target Levels By October 31, 2009

Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Summer 2011
Target Levels By Mar

Nov-11

Dec-11

Jan-12

Feb-12 .

Mar-12

Winter 11/12 B
Target Levels By Octotioy

Apr-12
May-12
Jun-12
Jul-12
Aug-12
Sep-12
Oct-12
Summer 2012
Target Levels By Marc!



COMPARISON OF HISTORIC SPOT & PROJECTED PRICEg

TO CURRENT FUTURES PRICES

Historic Prices:
NYMEX Closing Price

Case No. 2008-175
Attachment A
age 280 of 306

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00

Apr May June July Aug Sept Qct Nov Dec

Jan Feb Mar

5-yr. avg. { Last Year PIRA EIA NYMEX Hedged Prices
(05/06-09/10) | (2009-2010) 23-Feb-10| 9-Mar-10 | 22-Mar-10 Ohio Kentucky
$7.06 $3.63 $4.850 $4.137
$7.21 $3.32 $4.910 $4.197
$7.02 $3.54 $4.960 $4.262
$7.37 $3.95 $5.000 $4.351
$6.68 $3.38 $5.050 $4.424
$6.87 $2.84 =2$5.090 $4.464
$7.15 $3.73 $5.160 $4.578
$7.80 $4.29 $5.330 $4.963
$7.62 $4.49 $5.580 $5.412
$7.28 $6.14 $5.870 $5.640
$6.61 $4.48 $6.020 $5.609
$6.49 $4.06 $5.770 $5.497
12 MonthAvg  $7.10 $3.99 $5.299 $4.795
Summer Average $5.003 $4.345
Winter Average $5.714 $5.424

@
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FarthSat’s 30-60 Day Outlook

Wednesday, March 17, 2010
Forecaster: SS/BH/TH

Updated: .

Mar 17, Zoﬂl-, ;

B
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[J-0.1t0 -0.5t0 -0.9

B-20to-29

Warm changes across the
notthern tier

Mild in the Great Lakes

Warm changes were made to the farecast across the northem tier, with
aboves stretching towards the Great Lakes and the Interior Northeast. The
Eurcpean model's monthly outiook released on Monday shows a pattem that
shows similarities to out forecast, with warmer than normal temperatures
across Eastern Canada and the Northeast and cooler than normal conditions
across parts of the South. it shows a lot of near normal temps across the
mid-continent which may be a sign of a more variable month overall.
Meanwhile, we showed a map in yesterday’s Editor's Notes that highlights
the risk for warmer
conditions across the
northemn tier, using analog
years with similar warmth
to the current temp
anoralies in the Nino 3.4
and 4 regions.

Apr GWHDD* Forecasts *10Y Normal updated to ‘00-09
10V Normal®,  344.7
Apr 2010 Fest] 358.0 [30YNormal ™ 3630
Apr-2008 . 361.2

Change: -5.0

*National Gas-Welghted HDDs

No changes

Warm in the West

The May forecast remains unchanged. continuing to feature a warm outlook
in the West and cooler than normal temperatures in the Midwest and North-
east. The ECMWF monthly map (lefl) shows a much warmer scenario across
the Midwest and East with more widespread above nommal temperatures
overall. The CFS monthly outlook for May (center) using initial conditions
from March 6-March 15 also shows a warmer solution across the Northeast
and Eastem Canada, with colder anomalies across Texas into the Southern
Plains and Midwest. Using the Nino 3.4 and 4 analogs gives an outiook
show more similarities to ours overall,

*10Y Normal updated to ‘00-09

10Y Normai* ~ 108.6]

May 2010 Fcst{ 88.0 [sovNomal 8.4
: May-2009 109.3;
Change: 0.0 jonal Population-Weighted CDDs
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SIMDA EarthSat’s 6-10 Day Forecast-Détdiled

Friday, March 19, 2010
Forecaster: BH/AC

EarthSat Weather

Today’s Forecast:
Warmth Returns Across West By Mid-Period
Cooling Trend For East, Midwest Late

Temperatures in the Northeast during the first half of the period
have been lowered a bit today as uncertainty on the details has
increased. While the forecast leans towards the European mod-
els, which continue to push much above normal readings into
the Northeast, the American models depict more marginal above
normal readings. If the American models are correct, the cool
down might also be faster {o occur. The cool risk persists into
the second half of the period for the Midwest and East with the
chance for stronger cooling to develop across these areas late.
A ridge in the West provides the West with widespread aboves
for the second half, but much aboves may form at times.
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Release Schedule
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Released: March 18, 2010 at 10:30 a.m. (eastern tme) for the Week Ending March 12, 2010
Next Release: March 25, 2010

Working Gas in Underground Storage, Lower 48 other formats: Summary TXT €SV

Stocks in billion cubic feet {Bcf) Historical Comparisons
Region 03712/10 03/05/10 Change Year Ago {037/12/09) 5-Year (2005-2009) Average
Stocks (Bcf) %4 Change Stocks {Bcl) %/ Change
East 770 789 -19 681 13.1 732 5.2
west 283 289 -6 278 1.8 230 23.0
producing 562 548 14 697 -19.4 580 3.1
Totatl 1,615 1,626 -11 1,655 -2.4 1,542 a7

totes and Definitions

Summary

dectine of 11 Bcf from the prevlous week. Stocks were 40 Bcf less than last year at this time and 73 Bcf above the 5- -year
average of 1,542 Bcf. In the East Region, stocks were 38 Bdf above the 5-year average following net withdrawals of 19
Bcf. Stocks In the Producing Reglon were 18 Bef below the S-year average of 580 Bcf after a net Injection of 14 Bcf. Stocks
in the West Reglon were 53 Bcf above the 5-year average after a net drawdown of 6 Bcf. At 1,615 Bcf, total working gas is
within the S-year historicsl range,

Working Ges in'Underground Starege Compared with §-Year Range
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400 {ources Energy Information Administration; Office of OF end Ges, Formi EIA-912 400
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Note: The shaded arca Indicates the range between the historical minlmum and maximum values for the
weckly serles from 2005 through 2009,
Source: Form EIA-912, “"Weekly Underground Natumf Gas Stojage Report." The dashed vertical lines Indicate

current and. year-ago weekly periods,

«
'
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Gas Daily

Thursday, March 18, 2010

BoA/Merrill Lynch cuts 2010 price forecast to $5

Citing the rapid growth of production from low-cost US shale plays, the head of Bank of
America Merrill Lynch’s commodities team Wednesday slashed his US natural gas price
forecast for 2010 by 17% to $5/MMB1u.

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

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

“Breakeven economics in the shale plays are dynamic, constantly changing as more
wells are drilled,” Blanch said. “Breakeven costs in the major shale plays can be
substantially lower, ranging from $1.50/MMBtu to $3/MMBtu in the Marcellus Shale to
less than $4/MMBtu in the Haynesville, suggesting that producers in these areas can
make money at current prices.”

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

Barnett Shale.

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

shale plays.”

“Unless even lower prices force producers. to.slow down horizontal. drilling, natural gas
production could soon recover to last year's Ievel Blanch sald before the drastic cutin

the rig count occurred.

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

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

“The risk, which we have flagged before, is lérgféﬁ} r‘éfi';ﬁed'to the 3.6 Bef/d build-out in global

LNG capacity this year,” Blanch said.
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“US LNG imports are up about 1 Bef/d from a year ago due to higher flows from Qatar, which
could rise further as RasGas Train 7 ramps up following commercial production start-up in late
February,” Blanch said. — Bill Holland
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Gas Daily

Monday, March 22, 2010

‘Gas, coal rivalry expected to heat up: analysts

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

The tension between the two fuels, sparked by the growth of shale gas, is likely to continue for
another three years before the gas supply glut eases, speakers said at Platts’ Coal Properties and
Investments conference last week in Fort Lauderdale, Florida.

The bottom line for coal-fired utilities is that they cannot plan for the future based on a $9/MMBtu price of
natural gas anymore, said Seth Schwartz, managing director of Energy Ventures Analysis. They now
have to consider a $6/MMBtu price of gas or perhaps even lower when planning. “The shale gas
technology has radically changed the outlook for natural gas supply and price,” Schwartz said.

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

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

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

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

declined 15. 7% while that of natural qas_mcreased 14.5%. Buf overall . gas use declined by 3 Befin
2009, quickly filling storage, sending the gas to the power market and driving down prices.

* Central Appalachian coal bore the brunt of dispiacement particularly in the Southeast, where coal burn
was down by a “shocking 19.9%," he said. Meanwhile, Eastern coal burn was down 20 million short tons,
mostly in the shoulder months of spring and fall.

Using EVA’s analysis; Schwartz said Central | App alachlan coal displacement begins when the:
rice of natural gas falls below 5.4OIMMBtu and is huge below $4.50/MMBtu, while Powder River

Basin coal displacement occurs,when the gas’ price falls below $4/IMMBtu and is significant below
§3IMMBtu Gas hit-a low of $2.07/MMBtil in September: 2008, and the NYMEX prompt-month settlement
hovered in the $2/MMBtu range in the early part of September The average price for 2009 NYMEX gas
was $4.16/MMBtu.

17
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The biggest threat to coal, particulariy Appalachian coal, arises from the close proximity of the more than
200 Tcf of Marcellus shale gas reserves, said David Belflman, managing director of American Electric
Power’s strategic and econornic analysis division.

He sees the country tipping more toward gas — and gas prices continuing downward — because
the glut of supply from the Marcellus Shale would lead to Appalachian gas prices being lower than
Henry Hub prices. As an example, he pointed to the recent completion of the Rockies Express pipeline
that has already reduced the Rockies basis with Henry Hub by more than 50%.

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

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

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

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

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

Friday, March 19, 2010

EPA launches study into fracking impacts

The US government's top environmental regulator said Thursday it is launching a widely
anticipated study to examine the impact of hydraulic fracturing on water quality and public health.

what the agency says will be a “comprehensive, peer-revnewed” study of the drilling technigue that
has unlfocked trillions of cubic feet of potentially recoverable natural gas in North America and

around the world.

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

“Our research will be designed to answer questions about the potential impact of hydraulic
fracturing on human health and the environment,” said Dr. Paul Anastas, assistant administrator for
EPA's Office of Research and Development. “The study will be conducted through a transparent, peer-
reviewed process, with significant stakeholder input.”

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

and the environment.

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

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

Saying it was still in the very early stages of des\{gmng the study, the EPA noted that it needs fo define the
questions it wants to ask while taking input from producers and environmental groups before farming the
study’s design out for review by outside scientists. Then, the EPA said, research will begin into questions

raised by hydraulic fracturing.

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

[ndustry reaction was swift and cooperative in tone.

“With the extraordinary opportuni resented by our nation’s natural gas abundance comes the
responsmllitv to be good stewards of the land,” American Natural Gas Alliance President and CEO

Regina Hopper said in a statement, “We look forward to sharmq Wwith the EPA the exterisive work
done at every step of the natural gas extraction. process. We are confident that a scientific.and
data-driven examination will provide policymakers and the public with even qreater reassurance

of the safety of thls practice. »
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Lee Fuller, executive director of the Independent Petroleum Association of America's Energy in Depth
project, said that while industry is happy to cooperate with a fracking study, further efforts on Capitol Hill
to regulate the practice should be halted until a conclusion is reached.

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

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

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

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

Hinchey, whose 22nd District lies atop the bulk of New York's portion of the Marcellus Shale, said
“Understanding the risks that hydraulic fracturing poses to drinking water supplies is critical to
quiding future policies.”

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

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

“We caution clients that, although this news may produce headlines, we see little sign of near-
term or intermediate term regulatory risks for Lower-48 unconventional gas extraction,” Book

said.

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

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

drilling.

State governments in New York and Pennsylvama have expressed concern over the limited ability of their
rivers and streams to both supply fracking watér and absorb treated wastewater. In response, several
Marcellus Shale drillers such as Pittsburgh’s EQT and Philadelphia’s Atlas Energy report being able to
recycle up to 100% of their frack water, using the same water for repeated frack jobs. — Bill Holland
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Thursday, March 4, 2010

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

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

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

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

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

The report noted that producers are profitable in the Haynesville Shale region at $2.90 to
$3.50/MNMBtu. “That is likely one reason production in Louisiana has climbed for 11 consecutive
months,” Wood said.

The supply glut is expected to continu'é even if stricter environmental regulations come into play, Wood
predicted.

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

{t also appears that producers are prepannq for a IOWer-pnced environment. Two top companies
have been attempting to negotiate five- and 10-vear sales contracts, “a move that they w0u|d on!v
make |f they believe price weakness is in the future," the report said.

In addition, producers have. hedqed as much as 50% of their 2010 production, another: indlcatlon
‘that they anticipate falling gas prices. -

On the demand side, gas consumption rerains relatively low even as economic recovery appears to be
under way, Wood said. “Given the load that was lost due to the recession, it is expected that natural

.gas demand in 2010 and even 2011 will likely be lower than it was several years aqo.” Assuming
temperatures are near normal through next autumn, “there is no reason to be alarmed that supplies will
be insufficient at this time to meet this demand,” she added. |

Wood cautioned that despite the outiook for lower ‘priéés; :Bﬁyers should not be lulled into a false sense of
security.
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“While we've provided our rationale for a weak price environment in 2010, it doesn't mean that buyers

should become complacent, because periodic rallies will occur,” she said. “Even during weak price

environments, there are opportunities to make cost-effective longer-term purchases, particularly in the

%t and third quarters of the year, and buyers should be prepared for those opportunities.” — Rodney
/hite
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Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08

Average
2008

Summer
2008

, Winter 2008-

2009

7.99
8.54
9.41

10.18

11.27

1269

11.06%
8.26
7.67
6.74
6.68
5.82

$ 8.862

$ 9.700

$ 5.242

Hedging Mesting 3-22-2010.xism

Energy Information Administration

Henry Hub Pricing
Per MMbtu

March 9, 2010 Release

Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09

Aug-09
Sep-09
Oct-09
Nov-09
Dec-09

Average
2009

Summer
2009

Winter 2009:
2010

5.24 Jan-10
4.51 Feb-10
3.96 Mar-10
3.49 Apr-10
3.83 May-10
3.80 Jun-10
3.38 Jul-10
3.14 Aug-10
2.97 Sep-10
4.00 Oct-10
3.66 Nov-10
5.34 Dec-10
’ Average
$ 3.943 2010
Summer
$ 3.516. 2010
o Winter 2010-
v 508 2011
23

312212010

5.83
5.32
4.93
4.85
4.91
496
500
5.05
5.09
5.16
5.33
5.58

$ 5.168

$ 5.003

$ 5.714
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Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11

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

Average

5.87
6.02
5.77
5.36
5.31
5.36
5.41
5.50
5.60
5.70
5.85
6.00

2011 $ 5.646

Summer
o011 $ 5463
- EIA Piices
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Short-Term Energy Outlook

March 9, 2010 Release

Natural Gas

U.S. Natural Gas Consumption. ElA expects total natural gas consumption to increase by 0.7 percent to 62.9

billion cubic feet per day (Bcfid) in 2010 and decline by 0.4 percent in 2011. Cold weather drives this year's

natural gas consumption increases. Total natural-gas-weighted heating degree-days during the first 2

months of this year were 5.5 percent above the 30-year normal level and the highest for the period since

2004. p— -

The combination of frigid temperatures and electric space heating in the Southeast contributed not only to increases
in residential and commercial sector natural gas consumption but also to very strong natural gas consumption in the
electric power sector. Even with the assumption of near-normal weather in March, EIA expects first- quarter
natural gas use in the electric power sector to increase by about 3 percent above the same period last year
and about 17 percent above the previous 5-year average. This increase in first quarter 2010 electric power
sector consumption has all but eliminated the projected 1.3-percent vear-over-year decline in natural qas
consumption for this sector in last month's Outlook.

The 2011 outlook for a small decline in total natural gas consumption reflects the projected return to near-

normal weather, which is expected to reduce consumption in the residential, commercial, and electric power
sectors. Continued economic recovery contributes to a projected 2.1-percent increase in natural gas
consumption in the industrial sector.

U.S. Natural Gas Production and Imports. EIA expects total marketed natural gas production to decline by
2.7 percent to 58.7 Bef/d in 2010 and increase by 1.1 percent in 2011. The number of working natural gas rigs
has been increasing this year in response to higher prices in both the spot and forward markets. According to Smith
International, natural gas rigs have increased by more than 17 percent, or by nearly 140, since the start of this
year. There are currently almost 570 working horizontal rigs, a new record. EIA still anticipates a decline in
2010 production because of the lag time arising from low drilling rates last year and steep decline rates
associated with newly- drilled wells. However, contunued tecovery of drilling rig activity, increasing dnllmq
efficiency, and the potential for highet prodirction. rates from shafe gas wells:could lead to haqher—than-
expected production this year and next. |

ElA expects U.S. net imports to be slightly higher.in 2010 as a projected decline in pipeline imports is offset
by lower exports and higher imports of liquefied natural gas (LNG). While cold weather across the northern
hemisphere has helped absorb some of the new LNG supply that hias recently come on-stream, U.S. LNG impor{s
are forecast o increase by nearly 0.8 Bcf/d over last year in the first quarter 2010. For 2010 as a whole, U.S. LNG
imports are forecast to increase by about 45 percent (or 0.56. Befld). As global LNG demarnd and fmport
capacity expand next year, EIA expects U S LNG imports to show llttle year-over-vear agrowth in. 2011

Global Crude Oif and Liguid Ftiels

Crude Oil and Liquid Fuels Overview. ElA’s more opt;rmstlc updated expectatnon for global economic growth

rts a fi
rude oil prices at above $80 per barre this summer and accommgdates a further dra\_fv_down of commercial

oil inventories. While EIA has also reduced ifs projections for surplus. production capacltv in the
Organization of the Petroleum Exportine Countrles_ OPEC sur lus ca acity remains ample, dampening the
likelihood of a large upward swing in prices. )
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Tuesday, March 23, 2010

Supply glut seen keeping gas sub-$6 this year

Investment bank Raymond James’ top gas analyst isn’t backing away from the firm’s $5.50/Mcf
price forecast for 2010 but cautioned Monday that $6/Mcf gas may not happen this vear.

“Natural gas production has yet to show the hard rollover that many of the pundits (read: bulls}
were pointing to throughout 2009,” Adkins said.

The bank's own analysis of production using reports by publicly traded companies and the
Energy Information Administration’s Form 914 production reports indicate that gas supplies will
only fall about 1 Bef/d in 2010 from 2009. Worse for bulls, Adkins said, given the sometimes
double-digit production gains from shale plays being forecast by independents, is that gas
production could be greater in 2010 than 2009.

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

“Bearish sentiments prevail on concerns that due to increased drilling activity, supplies may
actually rise in 2010, exacerbating the situation in an already well-supplied market,” Pritchard said.
The firm noted that the Baker Hughes rig count rose by another 12 rigs last week to 939 rigs, an increase
of 41% from the

low point in July.

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

“Unless operators start cutting back on natural gas drilling (or go back to vertical wells), this
summer could be uqu for natural gas prices,” Adkins said. “In fact, qtven recent storage data, we
would probably take the under on our $4/Mcf forecast for the third quarter of 2010 — heck, we may
even have a $3 handle this Week »

From its peak in the first quarter of 2009, gas prodigtion, according’ to Raymond James' analysis, has
only fallen 2.2% (700,000 Mcf/d) for private’ producers, 0 5% (100,000 Mcf/d) by independents, and 8,2%
(900,000 Mcf/d) for the majors. o ,

“The odds: are stacking up aqamst the bull case of natural gas,” Adkins said. “In fact we believe
domestic US natural gas productlon may have alreadv bottomed.”

“We are still (conservahvely) estimating normahzed‘ gas supply falling approximately 1 Bof/d year-over-
year in 2010,” Adkins said. “Regardless of which US gas supply scenario plays out, it Iooks like $6
gas is not in the cards this summer. v BIII Holland
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Marcellus to dwarf area demand by 2015: Bentek

Production from the Marcellus Shale is likely to double in five years and far outpace regional
demand growth during that time, potentially displacing other supplies such as Canadian or
Roc}fjes gas, Bentek Energy said in a Monday report.

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

In contrast, actual demand growth for the region looks set to increase only 800,000 Mcf/d by 2015 from
2009 levels, the report stated. Bentek puts power sector growth by 2015 at only 0.3 Bef/d, but their
scenario did not take into account a potential shift away from coal-fired generation to gas.

“The bottom line in this demand analysis is that the pace of regional gas demand growth,
including storage injection demand, is unlikely to match the pace of projected supply growth
within the region,” the report stated.

As such, supply displacement will be felt across the natlon and downward pressure will ultimately
be applied to regional prices.

“If Marcellus production is expected fo grow at least 1.8 Bcfid over the next five years, it could completely .

eliminate the need for 1.4 Bcf/d of Canadian imports in the summer, or the 1.6 Bcf/d of gas that comes
from the Midcontinent and Rockies,” the report stated.

More than 30 pipeline expansions have been proposéd to carry the gas to market, including 22 short-haul
and gathering projects totaling 6.8 Beffd and 12 market access projects of 5.9 Bef/d, according to the

report.

More pipelines mean tighter spreads. '

Although not all of them will get built, even a handful will ensure a tightening of regional price spreads, the
report noted. Among the markets that will see prices drop are: Transcontinental Gas Pipe Line’s zone 6-
New York and non-New York, Texas Eastern Trarisiiission’s zone M-3, Tennessee Gas Pipeline zone 6,
Iroquois Gas Pipeline’s zone 2 and the Algonquin Gas Transmission's city-gates.

As Southeast and Gulf Qas gets displaced By Marcéi’l'ué sﬁpplies, prices at upstream markets such as
Transco's zones 4 and 5, as well as Texas Eastern’s zone M-2, will also be yanked lower, the report
contends. e

Bentek noted the average forward bas:s pnce in the premlum Northeast markets through 2013 has
declined to $0.93/MMBtu, compared to $1.35 last year.

“This is an indication that the market is beglnmng to respond to the expected pipeline capamty additions
and Marcenus growth,” the report stated.

30 |
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Analysts have noted that while forward basis at Northeast city-gate markets would shrink because of the
onslaught of Marcellus supplies, they were unlikely to get crushed because the vast majority of proposed
projects stop just short of the actual city-gates, ensuring that bottlenecks and constraints would remain.

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

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

Intercontinental Exchange indicated the 2014 full value for the market was $7.19 on Monday.

Additionally, Bentek forecasts that because of infrastructure constraints some 550 Marcellus welis,
totaling 705,000 Mcf/d, are currently-shut in because they lack either gathering or processing-ings, or a
connection to a larger pipeline.

The consulting firm also pegs the breakeven price at the play at $3.16/MMB{u, which falls in the low end
of current analysts estimates that range from the mid- $3.00s to the mid-$4.00s. — Samantha Santa
Maria
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Bearish coal market could weigh on gas sector this summer: analyst
Weakness in the coal market could put additional pressure on the already bearish natural gas

market for the next several months, an analyst with Strategic Energy and Economic Research said
Monday.

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

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

With current NYMEX coal prices trading at around $54.50/ton, Henry Hub prices would have fo
averaqge $4.25/MMBtu or less to displace coal. But, Denhardt noted, last year coal prices fell to the
$45/ton level; at those prices, Henry Hub prices would have to drop to around $3.70/MMBtu to

displace coal.

With weather across the US expected to remain mild for the rest of March, storage levels should start the
traditional injection season at around 1.65 Tcf, or roughly the same level as last year, he said. Should
fuel-switching from qas to coal proceed as expected, Denhardt predicted that working gas in
storage at the end of October will reach “feasible capacity” of around 4 Tcf.

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

“With natural gas production from many shale plays attractive at prices of $4.00/MMBtu or less, natural
gas prices will have to decline enough to stop the rig count from growing,” Denhardt noted. Currently, the
horizontal rig count — indicative of shale production — is around 8% above its previous peak in October
2008, he said.

On the LNG front, the analyst said that liquefaction capacity should increase by between 4 Bef/id and 5
Befld. With 2 Befid headed to markets in Asia, the Middle East and Latin America, that would leave
between 2 Bcf/d and 3 Bcf/d for the North American and European markets.

| European markets currently hold a premium to Henry Hub, which would imply that most of that additional
L.NG will head to Europe. — Melanie Tatum '
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Basis to Columbia Gulf Mainline

Cost Averaging with

Total

Amount

Duke Energy Kentucky
Hedging Bt or 2009/10

3 Month
Strip

Dec-09 Jan-10 Feb-10

Cost

olumbia Gulf Mainline

Total

Case No. 2008-175

Attachment A

Page 306 of 306
Attachment B

l.ocked in
To Date

($0.0900)

[Price to be paid for

dth/day delivered Dec. 1, 2009 to Feb. 28, 2010:
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