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highlighted for your reference.

Please date-stamp the extra copy of the letter. Petition, and Report and return to me in the
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Rocco D'Ascenzo

cc: Jennifer Hans (w/enclosures)
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PETITION OF DUKE ENERGY KENTUCKY, INC.
FOR CONFIDENTIAL TREATMENT OF INFORMATION CONTAINED IN

THE ANNUAL REPORT ON HEDGING ACTIVITY FOR APRIL 1, 2014
THROUGH MARCH 31, 2015,

AND REPORT ON ONGOING GAS HEDGING ACTIVITY FOR FUTURE GAS

DELIVERIES

Duke Energy Kentucky, Inc. (Duke Energy Kentucky), pursuant to 807 KAR

5:001, Section 13, respectfully requests the Commission to classify and protect as

confidential certain information that is contained in its Annual Report on Hedging

Activity for April 1, 2014 through March 31, 2015 and Report on Ongoing Gas Hedging

Activity for Future Gas Deliveries in this proceeding, which is being filed

contemporaneously with this petition. In support thereof. Duke Energy Kenmcky 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 purchases at any particular point in time, which could allow



suppliers to raise the cost of their hedging instruments to Duke Energy Kentucky, thus

making it more costly to Duke Energy Kentucky to acquire future gas supply.

2. Certain attachments contain copyrighted documents published by PIRA

Energy Group not available for reproduction to the general public. This information is

subject to copyright protection and has been obtained through paid company

subscriptions.

3. The Kentucky Open Records Act exempts from disclosure certain

commercial information. KRS 61.878(l)(c). To quality 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. Public disclosure of the information identified herein would, in fact, prompt such a

result for the reasons set forth below.

4. The hedging volume information described above contains sensitive

commercial information, the disclosure of which would injure Duke Energy Kentucky for

the reasons stated above. Duke Energy Kentucky's purchases of hedging instruments are

confidential. Public release of this information would allow other suppliers to have

access to this information and could enable such suppliers to charge higher prices to

Duke Energy Kentucky for hedging instruments. The Commission previously granted

confidential treatment to similar information on July 16, 2014.

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

treatment is not known outside of Duke Energy Kentucky, and it is not disseminated

within Duke Energy Kentucky except to those employees with a legitimate business need

to know and act upon the information.



6. The hedging volume information is distributed within Duke Energy

Kentucky, only to those who must have access for business reasons, and is generally

recognized as confidential and proprietary in the energy industry.

7. The hedging volume information for which Duke Energy Kentucky is

seeking confidential treatment is not known outside of DukeEnergy Corporation.

8. Duke Energy Kentucky does not object to limited disclosure of the

confidential information described herein, pursuant to an acceptable protective

agreement, with the Attorney General or other intervenors with a legitimate interest in

reviewing the same for the purpose of participating in this case.

9. This information was, and remains, integral to Duke Energy Kentucky's

effective execution of business decisions. And such information is generally regarded as

confidential or proprietary. Indeed, as the Kentucky Supreme Court has found,

"information concerning the inner workings of a corporation is 'generally accepted as

confidential or proprietary.'" Hoy v. Kentucky Industrial Revitalization Authority, 904

S.W.2d766, 768 (Ky. 1995).

10. In accordance with the provisions of 807 KAR 5:001, Section 13(3), the

Company is filing one copy of the Confidential Information separately under seal, and ten

copies without the confidential information included.

11. Duke Energy Kentucky respectfully requests that the Confidential

Information be withheld from public disclosure for a period of ten years. This will assure

that the Confidential Information - if disclosed after that time - will no longer be

commercially sensitive so as to likely impair the interests of the Company or its

customers if publicly disclosed.



12. To the extent the Confidential information becomes generally available to

the public, whether through filings required by other agencies or otherwise, Duke Energy

Kentucky will notify the Commission and have its confidential status removed, pursuant

to 807 KAR 5:001 Section 13(10)(a).

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.

Roccop. D'Ascenzo (92796)
Associate General Counsel

Amy B. Spiller (85309)
Deputy General Counsel
Duke Energy Business Services, LLC
139 East Fourth Street, 1303 Main
Cincinnati, Ohio 45201-0960
Phone: (513)287-4320
Fax: (513)287-4385
E-mail: rocco.d'ascenzo@duke-energy.com



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

A day ofMay 2015.

^-^K^ccoOTD^^scenro

Hon. Jennifer Hans

Office of the Attorney General
Utility Intervention and Rate Division
1024 Capital Center Drive
Frankfort, Kentucky 40601
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The Vice President Ohio and Kentucky Gas Operations, Manager ofGas Resources,

the Lead ofGas Procurement and Analysis and other personnel (Natural Gas Hedging
Committee) met on a regular basis to review current market conditions for natural gas, short
and long-term weather forecasts, gas industry trade publications, and price estimates to
determine whether to enter into any hedging transactions. These meetings were scheduled at
least monthly, butcan occur more frequently depending on the season and market conditions.
A briefsummary of each hedging decision made at these meetings during the 12 months
ended March 2015 is attached, along with the information reviewed during each period (see
Attachment A).

A summary of the amounts hedged prior to March 31, 2015 for delivery at a laterdate
is shown below, followed bydetails of the factors influencing Duke Energy Kentucky, Inc.'s
("Duke Energy Kentucky") decision to enter into the hedging agreements during the 12
months ended March 31, 2015.

Strike

Date Supplier Type
Price

Per Dth

Delivery
Point

Volume

Dth/day Month(s)
Seasonal

Volume

Summer 2014

1/23/2012* Fixed CGT-M Nov 13 - Mar 15

10/19/2012** •• Fixed CGT-M Apr 14 - Oct 15
8/8/2013*** Fixed CGT-M Apr 14 - Mar 16

Winter 2014/15

1/23/2012* Fixed CGT-M Nov 13 - Mar 15

10/19/2012** Fixed CGT-M hb Apr 14 - Oct 15
8/8/2013*** Fixed CGT-M Apr 14 - Mar 16

3/28/2014*** Fixed CGT-M Nov 14 - Mar 15

4/29/2014 Fixed CGT-M Nov 14-Mar 15

8/8/2014 Fixed TGT Nov 14-Mar 15

Summer 2015

10/19/2012** Fixed CGT-M Apr 14 - Oct 15
8/8/2013*** Fixed CGT-M Apr 14 - Mar 16

7/30/2014 Collar
--

CGT-M Apr 15 - Mar 16
1/30/2015 Collar CGT-M Apr 15 - Mar 16
1/30/2015 Fixed CGT-M Apr 15-Mar 17

Winter 2015/16

8/8/2013*** Fixed CGT-M Apr 14 - Mar 16
2/21/2014*** •1 Fixed CGT-M Nov 15-Oct 16

7/30/2014 Collar CGT-M Apr 15 - Mar 16
12/22/2014 Fixed CGT-M hb Novl5 - Mar 16

1/30/2015 Collar CGT-M ^•i Apr 15 - Mar 16
1/30/2015 Fixed CGT-M Apr 15 - Mar 17
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Strike

Date Supplier Type
Price

Per Dth

Delivery
Point

Volume

Dth/day Monthfs)
Seasonal

Volume

Summer 2016

2/21/2014*»* • Fixed CGT-M Nov 15 - Oct 16
9/29/2014 Hi Cst. Avg CGT-M Apr 16 - Mar 17
1/30/2015 Fixed CGT-M Apr 15 - Mar 17

Winter 2016/17

9/29/2014 Cst. Avg CGT-M Apr 16 - Mar 17
10/24/2014 Hi Fixed CGT-M }^m Nov 16 - Oct 17

1/30/2015 ^Hl Fixed CGT-M Apr 15 - Mar 17

Summer 2017

10/24/2014 •• Fixed CGT-M Nov 16-Oct 17

^•H

*»

See Annual Report on Hedging Activity for April 1, 2011 - March 31, 2012
See Annual Report on Hedging Activity for April 1, 2012 - March 31, 2013
See Annual Report on Hedging Activity for April 1, 2013 - March 31,2014

CGT-M = Columbia Gulf Transmission Mainline

TGT = Texas Gas Transmission Zone 1

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 Total System Total Hedged % % Hedged
As ofMarch31,2015 Supply Hedged And Storage*

Summer 2014 ••

Winter 2014/15

Summer 2015 Hi

Winter 2015/16 mm

Summer 2016 H ^m

Winter 2016/17

Summer 2017 • •

* Includes Interstate Pipeline Storage.

Winter 2014-2015 Fixed Price with I -April 29. 2014

During the hedging meeting on April 28, 2014, discussion focused on the
fundamentals of the market such as weather, storage levels, PIRA and EIA price
forecasts, analyst's forecasts of supply and demand and the impact on gas prices,
economic influences on supply, demand and technical analysis on Summer and Winter
Strip prices and current position in the Hedging Program. Discussion focused on the
Winter 2014-2015 strip, with significant discussion around the low storage level and
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current estimates for the November 1, 2014 balance estimated to be 3.4 Tcf. This level is
well below the 3.6 Tcfto 3.8 Tcflevels inrecent years. Storage injections will need to
average 89 Bcf/week to reach the reduced 3.4 Tcflevel which still would be the highest
weekly injection level since 2003. Discussions took place about the volatility of the
Winter 2014/15 contract and the best product to use during times ofhigh volatility.
Based on the discussion, a fixed price product will be used in the amount of Dth/d
for Duke Kentucky. Three suppliers were contacted to provide simultaneous bids.
Il^^andjj^g were the lowest bidders at with|^^m|bidding Since
there are no significant differences between the two lowest bids, was randomly
selected as the winning bidder.

TheElA storage report released on April 24, 2014 indicated that as of April 18,
2014, total U.S. amount of gas in storage was 899 Bcf (22% full), which was 831 Bcf
lower than the previous yearand 1,008 Bcf lower than the five-year average. Duke
Energy Kentucky's storage witli|^^^^|H was approximately (m^ full).

The table below compares the futures price data for April 29th with the most
recently available forecasts from PIRA and ElA and the locked in price that Duke Energy
Kentucky agreed to pay^^^| for base gas to be delivered November 1, 2014 through
March 31, 2015 at Columbia Gulf Mainline.

Month

Price Forecasts NYMEX Futures Price Fixed

PricePIRA EIA High Low Close

Nov 14 $4,220 $4,870 $4,791 $4,862

Dec 14 $4,300 $4,971 $4,898 $4,963

Jan 15 $4,270 $5,040 $4,966 $5,032

Feb 15 $4,200 $4,992 $4,934 $4,988

Mar 15 ^BB $4,050 $4,875 $4,802 $4,870

Weighted Avg. $4,208 $4,950 $4,878 $4,943 S^BI

1 Year Costless Collar with|^J^J- July 30. 2014 and Winter 2014-2015 Fixed
Price with NextEra - August 8, 2014

During the hedging meeting on July 25, 2014, discussion focused on the
fundamentals of the market such as weather, storage levels, PIRA and ElA price
forecasts, analyst's forecasts for future price movements, and current position in the
Hedging Program. Significant discussion took place regarding the dramatic drop in
prices, specifically the Winter 14/15, Summer 2015, and Winter 15/16 strips. The
primary driver of the decrease in prices has been strong storage injections, storage fears
have eased and that has been reflected in pricing. After discussion, it was determined
that additional hedging should take place. Significant discussion took place regarding the
amount and type of hedging to be recommended. Consensus was reached for the
following: Dth/d for April 1, 2015 to March 31, 2016 using a Costless Collar with
a ceiling of converting a FOMl deal to a Fixed price deal for^^| Dth/d for
the Winter 14/15. Suppliers were contacted to determine interest in a one year Costless
Collar(^^1 Dth/day) and a Winter 14/15 Fixed Price dealBHI Dth/day). Three
suppliers were contacted and asked to provide a floor for a ceiling set at The
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results were: awarded the
Costless Collar, was contacted to convert Dth/d of FOMI base gas to a
fixed price at Columbia GulfMainline forNovember 2014 through March 2015.
m^Blprice was compared with NYMEX price andthe price was accepted.

The EIA storage reportreleased on July 24, 2014 indicated that as of July 18,
2014, total U.S. amount of gas in storage was 2,219 Bcf (54% full), which was 561 Bcf
lower than the previous year and 683 Bcf lower than the five-year average. Duke
Energy Kentucky's storage with^^^^^^gj was approximatel> gHBcf full).

The table below compares the futures price data for July 30th with the most
recently available forecasts from PIRA and EIA and the collared price that Duke Energy
Kentucky agreed to pay|^^B for base gas to be delivered April 1, 2015 through March
31, 2016 at Columbia Gulf Mainline. Please note that ElA's and PlRA's forecasts do not
cover the entire term. Since a single collar was locked in for all 12 months, a row
showing the average price is provided for comparison purposes.

Price Forecasts NYMEX Futures Price Collar

Month PIRA EIA High Low Close Price

Apr 15 $4,260 $3,738 $3,692 $3,720

May 15 $4,160 $3,712 $3,695 $3,712

Jun 15 $4,350 $3,746 $3,730 $3,746

Jul 15 $4,460 $3,781 $3,765 $3,781

Aug 15 $4,480 $3,791 $3,775 $3,791

Sep 15 $4,440 $3,801 $3,751 $3,778

Oct 15 $4,570 $3,798 $3,780 $3,798

Nov 15 $4,610 $3,875 $3,853 $3,874

Dec 15 ^^B $4,650 $4,046 $4,015 $4,046

Jan 16 $4,178 $4,151 $4,175

Feb 16 $4,159 $4,142 $4,156

Mar 16 $4,100 $4,084 $4,095

Weighted Avg. $4,442 $3,893 $3,869 $3,889

No Cost Collar (7/30/14)

Floor

Ceiling

The EIA storage report released on August 7, 2014 indicated that as of August 1,
2014, total U.S. amount of gas in storage was 2,389 Bcf (58% full), which was 538 Bcf
lower than the previous year and 608 Bcf lower than the five-year average. Duke
Energy Kentucky's storage with||B^^^^| was approximately Bcf full).

The table below compares the futures price data for August 8th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay I
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Month

Price Forecasts NYMEX Futures Price Fixed

PricePIRA EIA High Low Close

Nov 14 $4,650 $4,054 $3,961 $4,045
Dec 14 $4,780 $4,135 $4,047 $4,129
Jan 15 $4,810 $4,215 $4,118 $4,205
Feb 15 $4,680 $4,195 $4,116 $4,190

Mar 15 $4,550 $4,118 $4,046 $4,114

Weighted Avg. $4,694 $4,143 $4,057 $4,136

1 Year Cost Averaging with September 29, 2014

During the hedging meeting on September 25, 2014, discussion focused on the
fundamentals of the market such as weather, storage, analyst's forecasts for future price
movements, and current positions in the Hedging Program. Significant discussion took
place regarding the storage inventory levels. While there was a large deficit from the
five-year and one-year average, storage injections this season have been significantly
above average and the end of the season balance is estimated to be 3.5 Tcf. The Natural
Gas Hedging Committee decided that cost averaging would provide the opportunity to
lock in today's lower price as well as participate in further declines in pricing by
accumulating prices between October 1, 2014 and November 14, 2014. Bids were sought
for April 2016 through March 2017 for 1,500 dth per day to be delivered at Columbia
Gulf Mainline. andmHwere each contacted by phone on
September 29, 2014 requesting a bid. bid was bid
was^^^, and^^^l bid was HHIH bid was accepted. The price will be the
average of the NYMEX closing price for the months April 2016 through March 2017
NYMEX contracts from October 1, 2014 through November 14, 2014 minus

dth/day delivered to Columbia Gulf Mainline. (See Attachment A).

1 Year Fixed Price with^WB - October 24, 2014

During the hedging meeting on October 23, 2014, discussion focused on the
fundamentals including weather (end of the hurricane season), storage inventory levels,
PIRA and ElA forecasts, independent analyst's projections of supply and demand and the
impact on gas prices, technical analysis on Summer and Winter Strip prices, and current
positions in the Hedging Program. Significant discussion took place regarding the
various Winter Weather Forecasts and cuts announced by several analysts to their 2015
price forecasts. In addition, discussed that all Strips that are followed have hit their lows
since 2011. After discussion, a determination was made to hedge additional volumes.
Discussed several hedging opportunities and determined to hedge Dth/day for
Duke Energy Kentucky for November 2016 through October 2017.
andUUwere contacted for November 2016 through October 2017 on Columbia Gulf
Mainline. HBUm bid~^|^.^|Bm bid-|^^B,^^^| bid-^^^|. m^was
selected as the winning bidder based on lowest cost.

The ElA storage report released on October 23, 2014 indicated that as of October
17, 2014, total U.S. amount of gas in storage was 3,393 Bcf (83% full), which was 336
Bcf lower than the previous year and 338 Bef lower than the five-year average. Duke
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|Bcf full) on

The table below compares the futures price data for October 24th with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentucky agreed to pay for base gas to be delivered November 1, 2016 through
October 31, 2017 at Columbia Gulf Mainline. Please note that PIRA's and EIA's
forecasts were not available for this period.

Price Forecasts NYMEX Futures Price Fixed

Month PIRA EIA High Low Close Price

Nov 16 $3,900 $3,880 $3,899

Dec 16 $4,073 $4,060 $4,070

Jan 17 $4,210 $4,200 $4,204

Feb 17 $4,190 $4.185 $4,185

Mar 17 $4,127 $4,110 $4,127

Apr 17 $3,893 $3,893 $3,893

May 17 $3,901 $3,890 $3,901

Jun 17 $3,931 $3,931 $3,931

Jul 17 $3,967 $3,967 $3,967

Aug 17 $3,980 $3,980 $3,980

Sep 17 $3,972 $3,972 $3,972

Oct 17 $3,995 $3,994 $3,994

Weighted Avg. $4,011 $4,005 $4,010

Winter 2015-2016 Fixed Price with - December 22, 2014

During the hedging meeting on December 18, 2014, discussion focused on the
fundamentals of the market such as weather, storage levels, PIRA and EIA price
forecasts, analyst's forecasts of supply and demand and the impact on gas prices,
economic influences on supply, demand and technical analysis on Summer and Winter
Strip prices and current position in the Hedging Program. Discussion focused on the
recent decline in NYMEX pricing specifically Summer 2015 and Winter 2015/16 strip
prices. After discussion determined that the Winter 2015/16 offered an opportunity to
lock in prices with a fixed price transaction for^^^Dth/d on Columbia GulfMainline.
Three suppliers were contacted to provide simultaneous bids. bid"^|^.

bid~^^|.g^^ bid-l^^l. |^H|was selected as the winning bidder
based on lowest cost.

The EIA storage report released on December 18, 2014 indicated that as of
December 12, 2014, total U.S. amount of gas in storage was 3,295 Bcf (80% full), which
was 6 Bcf higher than the previous year and 258 Bcf lower than the five-year average.
Duke Energy Kentucky's storage withm^^^BH was approximately |^Bcf (g%
full).

The table below compares the futures price data for December 22nd with the most
recently available forecasts from PIRA and EIA and the locked in price that Duke Energy
Kentuckyagreed to payj^^ for base gas to be delivered November 1, 2015 through
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March 31, 2016 at Columbia Gulf Mainline. Please note that PIRA's and EIA's forecasts
were not available for the entire period.

Month

Price Forecasts NYMEX Futures Price Fixed

PricePIRA EIA High Low Close

Nov 15 $3,940 $3,330 $3,313 $3,313

Dec 15 $4,070 $3,535 $3,511 $3,511

Jan 16 $3,752 $3,654 $3,660

Feb 16 $3,675 $3,660 $3,660

Mar 16 $3,704 $3,608 $3,616

Weighted Avg. $4,005 $3,600 $3,549 $3,552

1 Year Costless Collar and 2 Year Fixed Price withj I- January 30, 2015

During the hedging meeting on January 29, 2015, discussion focused on the
fundamentals of the market such as weather, storage levels. ElA price forecast, analyst's
forecasts for future price movements, and current position in the Hedging Program. The
EIA Storage Report indicated that storage levels are 14.6% above year ago levels and
only 3% (79 Bcf) below the 5-year average. Significant discussion took place regarding
the dramatic drop in prices for all strips monitored. Most of these strips are within 5
cents of their all-time lows. The primary driver of the decrease in prices has been storage
inventory levels due to strong storage injections and lower withdraw amounts. After
discussion, it was determined that additional hedging should take place. Significant
discussion took place regarding the amount and type of hedging to be recommended.
Due to volatility, the products recommended are Costless Collar and Fixed Price deals.
Consensus was reached for the following: Dth/d for April 1, 2015 to March 31,
2016 using a Costless Collar with a ceiling ofmn and a Fixed price deal for|m
Dth/d for April 1, 2015 to March 31, 2017. Suppliers were contacted to determine
interest in a one year Costless Collar Dth/day) and a 2 Year Fixed Price deal
(^^1 Dth/day). Four suppliers were contacted and asked to provide a floor for a ceiling

at SH. The results were:
mm was awarded the Costless Collar. Three suppliers were contacted to provide
simultaneous bids for the 2 Year Fixed Price deal, bid-^^m^lH^H

bid~mH' selected as the winning bidder based on lowest
cost.

The EIA storage report released on January 29, 2015 indicated that as of January
23, 2015, total U.S. amount of gas in storage was 2,543 Bcf (62% full), which was 324
Bcf higher than the previous year and 79 Bcf lower than the five-year average. Duke
Energy Kentucky's storage with^^^^^^^ was approximatelyH

The table below compares the futures price data for January 30th with the most
recently available forecast from EIA and the collared price that Duke Energy Kentucky
agreed to pay^^^ for base gas to be delivered April 1, 2015 through March 31, 2016
at Columbia Gulf Mainline. Please note that EIA's forecast does not cover the entire
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term. Since a single collar was locked in for all 12 months, a row showing the average
price is provided for comparison purposes.

Month

Price

Forecast

NYMEX Futures Price Collar

Price

EIA High Low Close

Apr 15 $3,300 $2,690 $2,687 $2,687

May 15 $3,250 $2,744 $2,675 $2,714
Jun 15 $3,340 $2,796 $2,719 $2,755
Jul 15 $3,380 $2,841 $2,777 $2,811

Aug 15 $3,540 $2,853 $2,789 $2,823

Sep 15 $3,530 $2,841 $2,779 $2,812

Oct 15 $3,670 $2,877 $2,810 $2,845

Nov 15 $3,730 $2,986 $2,931 $2,963

Dec 15 $3,870 $3,179 $3,118 $3,154

Jan 16 $3,920 $3,305 $3,254 $3,287

Feb 16 $3,900 $3,291 $3,255 $3,285

Mar 16 $3,820 $3,269 $3,222 $3,250

Weighted Avg. $3,604 $2,973 $2,918 $2,949

No Cost Collar (1/30/15)
Floor

Ceiling

The table below compares the futures price data for January 30th with the most
recently available forecast from EIA and the fixed price that Duke Energy Kentucky
agreed to pay for base gas to be delivered April 1, 2015 through March 31, 2017
at Columbia Gulf Mainline. Please note that EIA's forecast does not cover the entire
term.

Price NYMEX Futures Price

Forecast

EIA High Low Close Fixed

Month Price

Apr 15 $3,300 $2,690 $2,687 $2,687

May 15 $3,250 $2,744 $2,675 $2,714

Jun 15 $3,340 $2,796 $2,719 $2,755

Jul 15 $3,380 $2,841 $2,777 $2,811

Aug 15 $3,540 $2,853 $2,789 $2,823

Sep 15 $3,530 $2,841 $2,779 $2,812

Oct 15 $3,670 $2,877 $2,810 $2,845

Nov 15 $3,730 $2,986 $2,931 $2,963

Dec 15 $3,870 $3,179 $3,118 $3,154

Jan 16 $3,920 $3,305 $3,254 $3,287

Feb 16 $3,900 $3,291 $3,255 $3,285

Mar 16 $3,820 $3,269 $3,222 $3,250

Apr 16 $3,163 $3,119 $3,135

May 16 $3,147 $3,145 $3,146

Jun 16 $3,201 $3,189 $3,189

Jul 16 $3,245 $3,235 $3,235

Aug 16 $3,247 $3,243 $3,244

Sep 16 $3,240 $3,231 $3,231

Oct 16 $3,270 $3,240 $3,252
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Month

Price

Forecast

NYMEX Futures Price

Fixed

Price

EIA High Low Close

Nov 16 $3,330 $3,313 $3,323
Dec 16 S3.513 $3,500 $3,513
Jan 17 $3,687 $3,645 $3,671

Feb 17 $3,700 $3,630 $3,667
Mar 17 $3,620 $3,600 $3,619

2 Yr. Wtd. Avg. $3,167 $3,128 $3,149

Effect of Hedging Program on Gas Costs

The effectof the hedging activity on gas cost can be determined by comparing the
price paid for any hedged gas with the published Inside FERC First of Month Index
(FOMI) for the delivery point where physical delivery of the hedged gas was received
(Columbia Gulf Mainline or Texas Gas Zone 1). 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, 2015 gas costs were about million more 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 2014

Supplier

April

=
May

=
June

=
July

=
August

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Type Dth/day
Total

Dth

Page 9

Receipt
Point

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

Hedged
Price

$/dth

I FERC

FOMI

$/dth

Cost

Increase/

(Savings)
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Summer Season 2014 (continued)

Supplier Type Dth/day
Total

Dth

Receipt
Point

Hedged
Price

$/dth

IFERC

FOMI

S/dth

Cost

Increase/

(Savings)

September

Fixed CGT-M m^m mm

Fixed mmm CGT-M

— Fixed mm CGT-M ^^m

October

Fixed CGT-M

Fixed ••• CGT-M ^mm

Fixed CGT-M

Season Total

Winter Season 2014/2015

Supplier Type Dth/day
Total

Dth

Receipt
Point

Hedged
Price

S/dth

IFERC

FOMI

S/dth

Cost

Increase/

(Savings)

November

December

January

February

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Fixed

Page 10

CGT-M

CGT-M

CGT-M

CGT-M

TGT

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

TGT

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

TGT

CGT-M

CGT-M

CGT-M

CGT-M

CGT-M

TGT

CGT-M
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Supplier Type Dth/day
Total

Dth

Receipt
Point

Hedged
Price

$/dth

IFERC

FOMI

$/dth

Cost

Increase/

(Savings)
March

HBi Fixed CGT-M

Fixed Hi ^H CGT-M

Fixed ^H CGT-M

Fixed CGT-M

Fixed Hi hh TGT

Hi Fixed ^•1 ^H CGT-M

Season Total

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

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

The following table shows the effect that hedging had on each separate GCA rate
for the 12 months ending March 31, 2015. The prior year's hedging program continues
to affect the AA portion of the GCA through May 31, 2015. Likewise, gas costs during
the 12 months ended March 31, 2015 will continue to affect the AA portion of the GCA
through May 31,2016. A negative sign means that the rate was decreased due to the
hedging program, and a positive indicates that the rate was increased. Rates are in dollars
per ccf.

Month Impact on EGC Impact on AA * Impact on GCA
April 2014 -$0.0142 +$0.0043 -$0.0099

May 2014 -$0.0125 +$0.0043 -$0.0082

June 2014 -$0.0092 -$0.0031 -$0.0123

July 2014 -$0.0063 -$0.0031 -$0.0094

August 2014 +$0.0053 -$0.0031 +$0.0022

September 2014 +$0.0127 -$0.0007 +$0.0120
October 2014 +$0.0078 -$0.0007 +$0.0071

November 2014 +$0.0219 -$0.0007 +$0.0212

Page 11
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Month Impact on EGC Impact on AA * Impact on GCA
December 2014 +$0.0077 -$0.0028 +$0.0049

January 2015 +$0.0177 -$0.0028 +$0.0149

February 2015 +$0.0303 -$0.0028 +$0.0275

March 2015 +$0.0625 -$0.0023 +$0.0602

*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, 2015. Based on this calculation, GCA customers will pay approximately
jj^^^g/Ccfmore than they would have paid absent the hedging programfor natural gas
purchased between April 1, 2014 and March 31, 2015, 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^^H/dth over the 12 months ended March 31, 2015.

Actual Average Commodity Cost of
Gas (Includes Hedging)

Estimated Average Commodity Cost
of Gas Without Hedging

Commodity
Cost Dth

Wgt.
Avg.

Cost/

(Savings)
Commodity

Cost Dth

Wgt.
Avg.

Apr-14

P
mmMay-14

Jun-14

Jul-14 • 1
Aug-14 IH—
Sep-14

Oct-14

Nov-14

Dec-14

Jan-15 IH
Feb-15

Mar-15

Standard Deviation

Reduction in Standard Deviation

Page 12
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The table below lists heating degree days for November 2014 through March
2015 compared to normal.

Nov Dec Jan Feb Mar Total

Normal Heating Degree Days* 572 928 1,029 855 622 4,006
2014/2015

Heating Degree Days 782 842 1,075 1,172 705 4,576
% Colder (Warmer) than Normal 37% (9%) 4% 37% 13% 14%

* Based on 10-year average 2004-2013.

Summary

The average NYMEX settlement price for the 12 month period ended March 31,
2015 was about $3.93 with a range of $1.93. The comparable 2014/2013 average was
about $4.05 with a range of about $2.10. Duringthis 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 25%.

Page 13
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Prioa

Preaaure
Temt Commenli

Page
Ref

wmumt

LongTemt Forecad (May14.>lul14) u Long

NOAA predictingabove avaraga temperatures forMay20t4~July 2014 for
the majortty of the CONUS. inaddition Inmid-April, Ouke's Meteorology
Internal Outlook for the Summer 2014 woa releaaad. The report indicates
that B NinooondMonsare expected to develop by midto late summer,
v4>ichwMlead to cooler and wetter than normal con<$tlorts overaN for both
the Mdaeat and SoulhaasL

12

MUTarm Forecast OCFSO daya) i Long Mayli predictedto t)e 5.3% coldertian normalbaaed on tOyaarnormats
and June waathar la predicted to be 6 3% colder than normal. 13

Shofl Tarm Forecast (6-10 days)
— Short

Belownormaltemperatures MMCon to the East coast earty in the period
foBowed by below normal temperaturaa in the Nortfi and atxsve normtd
tornperatures in the South.

14

Storaoa Invaritorv

EIAWeakly Storage Report t Long
Storage injectiona forthe weakendir^ April I66fware49 Bcf. Storage
levels are at 0.699 TCF which is 48.0% lowar than last year and 52.9%
tONver thv) the 5 year average.

15

Industrv PutaHcaUcna

PIRA Energy Qroup^^
Winter 2014/18: MHI
Summer 2018:

t Long
GAS PRICE SCORECARD: May2014-Octobaf 2014 Gas Price Outlook
*6uHsh' based on fundvnentals such as 'Lower 46 Gas Production'. 'US
Storage Levels*,*lr>dusthai Sector', and 'Exports to Mexico'.

16-17

Gas Daty-Prtoe Projections t Long

Surveyof anafysts more bearish than NYMEX skip forthe sacor>d quarter.
Average price is $4 42/MMBtuvs 64-61 NYMEX strip. MootbuRih
forecast cornea in at S4.75/Mcfcitingdaunting storage refiN requkaments.
Citingcoal market decay, Jefferiee hikes 2014 estimate by 8%. 'Theeraof
too muchof everything-toomuchcoal,too muchgas-Is over.' Storage
levels at 3.3 Tcfto 3.4 Tcfafter injectionseason weB belowS-year average.
UtiUttesv4lihave a difRcuit choice to make-bum coal and drovwiown coal
inverttorieaor burn gas and risk being short this winterin either case Gas
Prices Banetit

18-19

Gas Daily-Storage t Long

Stowstart to injection season stokes concerns about supplyadequacy.
Storage inventoryat an 11-year low. Mostanalysti have reduced the Nov.
let storage balance to 3.4 Tcfdcwm from3 6 fo 3 8 Tcfin recent years.
Storage Injections wM need to average 89 Bcf/week to hitreduced 3.4 Tcf
level whichatill vtouldbe the highest average weeklyinjectionlevel since
2003. Another factor suppressing gas-to-coai switching is lowercoal
itDCkotes

20

Gas Daly-Miscellaneous Information Long

Raws Inpower market raises concerns on the reiance of gas-tired
generation. Retiabttty erfthe power grto la a concern due to the expected
«MV0 of coel plent retirements. Coal and nudev plants being priced out of
the market by gaa-firad generation and subsidized wind power. The
marketfavors gas-fired generation,but recent coldweather hightii^nad
theirvulnerabifity-no firmcapacity to natural gas.

21

Oovsmmsnl Aosndss

Energy intormation Administration
Wtailsr 2014/15: $4206

Summer 2015: $3299
i Long

The prelected hienryHubnaturalgas spot priceaverages $4.442/MM8tij
for 2014 and $4.107/MMBtu tor 2015. 22

Tecnmcai Anahrato

Wintar 2014-15 Strip Chart t Short Closed at $4.80 23

Summer 2015 Strip Chart f Short Closed at $4.17 24

Winter 2015-16 Strip Chart t Short Closed at $4.38 25

Summer 2016 SVIpChan t Short Ckieedat$4.t6 26

Wintar 2016-17 Strip Chan t Short Cloeed al$4 43 27

Summer 2017 Strip Ctian t Short Ctoeed8t$4.23 28

HIalortcelvs. ImpliedVolalliqr t Short

The upper bound of the projection of March 2014 prices catoutated at tfia
start of the wAiter season based on historicand impliedvdatHify was far
exceeded by actual NYMEX prices during the wintor. This indtoatoe a sea
change In tfie market and The Schork Report expects prices tocontinue to
rise.

29

Economv

Demand
—

Long

ElAprojectstotal naturalgas consumptionwflaverage 72.1 Bcf/dIn2014,
an Increase of 0.7 Bcffo from 2013. increased reeWential, commercial,
and industrial use offsets declines from the electric power sector, which are
related to higher natural gas prices

30-31

Supply Long
Total markatod productionexpectod to Increase by an avaraga rate of 3%
m 2014 and 1/5% in 2015.

30-31

CNMwksl
—

Long
Brent crude projected to average $105 per berei in 2014 and $101 per
barrel in 2015. EtAexpects WTIcrude to average $98 per barrel In 2014
and $90 in 2015.

31

MMtfng MimrtM: 426 Anntx Confartfic* Room -11:00 am
Aflendaas: Chud( WhIOock. AOraBrumback, MMch Martin.Jeff Kam. Joachim Fbcheaaer, Stove Niatierfunm

Ravto^ the resuftsofmafranaSSS^ reaufttng Irom theMarch 27, 2014 Hedgirg Mooting Fixed price deal for D^^^entucky was c
the perto

|BndH|w^mm|^^|beingtfielo¥«et bidder. Dlecusaed market fundamentals including weather,
March28.20U

contacted
storage inventory levela,PIRA and ElApriceforecasts, anaiysts priceproiactlona, economic influenoeson suppfyand demand and technical
analysis on Summer and Winter Strip pricea. Significant discuaalon tookplacearoundthe low storagelevel and currenteaSmatos forthe November
1.2014 balanceestimatedto be 3 4 Tcf. Thislevelis well below the 3.6 Tcfto 3.6 Tcflevelsin recentyears. Storageinjections wffl need foaverage
69 Bct^Mak to reach the reduced3.4 Tcflevelwhich stM would be the hi^eet weekly jnjection levelsince2003 Based on these factors, a decision
VMS made to hedge additional volumesat thistime. Oiscuaaions to<A placeabout volatility and the best productto use during timasofhighvototSty.
Basedonthediscusaion, a fixed price product w0be usedIn theamount ofHB>th/d for Kentucky.

forthepertod Novemberl, 2014-March31. 2015 of| |Dtt)/d at a priceof Three auppSera vrere



tsiiLEaacsst
CityGate Load Forecast (Mcf)
TOO FSS injections (Mcf)
Total Requirements (Mcf)

TOO FSS Wittidrawals (McQ
Other "Withdrawals* (McO
Total Wittxtrawals (Mcf)

Amount Hedged (dth/davl

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dth)

Types of Hedoina Produete fit

Futed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedoed with Storao^ f^i^y
Hedged (CityGate) (Dth)
Storage Wittxirawal (Dth)
Market (Dth)
Total (ind. Ir^ections) (Dth)
% Hedged & Storage
Seasoital %

(1) Maximum percentagealtowed per typeof hedging product is 25%forWinter months and 40%Summer months.

;v - Novrl3 O00r13

Ouk« Energy Kentucky
Hedging Program - Currant Poeition

November 2013 - October 2014

Ae of 04/23/14

Jan-14 May-14 Jun-14
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Load Forecast

City Gale Load Forecast (McQ
TOO FSS Injections (Met)
Total Requirements (Met)

TOO FSS Wittxlrawais (Md)
Ottier 'Witndrawals' (Met)
Total Withdrawals (Met)

Amount Hed(

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dth)

Types of Hedaino Products m

Fixed Price

Pnce Caps
No-Cost CoOars

Embedded Hedged Coat
Wimer

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedoed with Storsoe (8 City Gate

Hedged (City Gate) (Dth)
Storage Wittidrawal (Dth)
Market (Dth)
Total Oncl. Injections) (Dth)
% Hedged & Storage
Seasoitai %

(1) Maximum percentage allowed par type of hedging product is 25% for Winter months and 40% Summer months.

Nov-14 Dec-14

Ouk« Energy Kentucky
Hedging Progn|4ji >Current Position

November 2014 - October 201S

As of 04/23/14

Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15
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Load Porecaat

City Gate Load Forecast (McQ
TOO FSS Injections (Met)
Total Requirements (Mcf)

TOO FSS Withdrawals (Mcf)
Other "Withdrawals' (Mcf)
Total Withdrawals (Met)

Amount Hi

Fixed Price

Fixed Price

TBD

Total Hedged (dth/day)
Total Hedged (dth)

Types ot Hedolno Products m

Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Coat
Wirner

Summer

EsOmaied System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storace & Citv Gate

Hedged (CityGale) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total Cmcl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-15 Dec-is

Duk* Energy Kentucky
Hedging Program - Currant Poeition

November 201S - October 2018
Aa of 04/23/14

Jan-16 Feb-16 Mar-16 Apr-16

(1) Maximum percentage allowed per type ofhedging product is25% tor Winter months and 40% Summer months,

May-16 Jun-16
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Load Forecast

City Gate Load Forecast (Mcf)
TOO FSS Injections (Mcf)
Total Requirements (McQ

T(^ FSS Wittidrawals (Mcf)
Other "Withdrawals' (Md)
Total Withdrawals (McQ

Amount Hedged (dtti/dawt

TBD

TED

TBD

Total Hedged (dtfVday)
Total Hedged (dth)

Types of Hedoina Producta fit

Fixed Price

Pnce Caps
OQ No-CostCollars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storaoe 0 Citv Gate

Hedged (City Gate) (Dth)
Storage Witltdrawai (Dth)
Market (Dth)
Total Ond. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-16 Oec-16

Duk* Energy Kentucky
Hedging Program • Current Position

November 2016 - October 2017

As of 04/23/14

Jan-17 Feb-17 Mar-17 Apr-17 May-17

(1) Maximum percentage allowed per typeof hedging product is 25%for Winter months and40% Summer months.

Jun-17
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Delivery
Month

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15
Storage Gas

Excluding Storage Gas

[Target Levels By Octobe^l^oi?

Apr-15
May-15
Jun-15

Jul-15

Aug-IS
Sep-15
Oct-15

Summer 2015
Target Levels By March

Nov-15

Dec-15

Jan-16

Feb-18

Mar-10

Winter 15/16
[Target Levels By Octoberai^Ml?

Apr-16
May-16
Jun-16

Jul-16

Aug-16
Sep-16
Oct-ie

Summer 2016
Target Levels By Mwch 31,2015

Nov-16

Dec-16
Jan-17

Fet)-17
Mar-17

Winter 16/17
[Target Levels By Octobe^l^oT?

May-17
Jun-17

Jul-17

Aug-17
Sep-17
Oct-17

Summer 2017
Target Levels By March

Duk* Enargy Kantucky
Hadging Program
Currant Position

System
Supply
Dth/mo

Hedged to Date Next Target (10/31/141
Total Required Allowed

dth/day dth/dayDth/day Dth/mo

/o
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THREE-MONTH OUTLOOK
TEMPERATURE PROBRBILITY
0.5 MONTH LEAD
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[pirthSat 30-60 Day Outlook
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WEATHER SEftVICCS^

lOepartur* from 1981-2010 ncnnal ('F) r] . June 201 i Oopailuro from 1981-2010 normal (*F)~

Updated:
Apr 23,2014

Updated:
Apr 23,2014

l>^5.0 •-••3.0 to M.9 9 42.0 to+2.9 El+I.Oto+1.9

• -0.9to0.9

1-1.0 to-1.9 1-2.0 to-2.9 -3.0 to -4.9 &-5.0

PrBVloUf
Cooler Southeast

Slightly Warmer West

Mixed changes were made to the May outlook this Mieek with the net change
pusNng sllghtty in the cooler direction. The current forecast through the lirst
seven days of the month shows the potenti^ for moderately strong cool air
in place across the South to East This cool start to the month supports the
removal of categorical atxjves from the 30 day outlook with the potential
here of lowerheights lingenng tseyondthe firstweek, yielding a cooler threat
across the Deep South tothe SouttwasT The cooler conges In the
Southeast extend westward Into the mid-continent as well where cooler air
lingers downstream of a ridging over parts of the North Pacific. The outlook
in the West shifts slightly warmer tod^ with a strong ongoing drought
playinga role in supporting a persistent area of higher than normal heights
over this region. The comtrinatlon of ongoingckoughtconditions and high
level ridging suggests some wanner potential across parts of Call and the
SW.

May PWCOD" Forecasts

May 2014 Post:

Change: -6
GWHDDs: 150 (30 yr norm 1571

115.0

•IOY Normal '04-13

10Y Normal* 121.S

30Y Normal 108.6

May-2013 115.6

••NaSonil GM-WaKyiMt HOOa

VlOU No Changes

Still Cool Midwest/Northeast

June retrrains uncfianged from last week, showing a cooler than normal
outlook for much of the rxortliem Plains and the Midwest to the East Coast
Wlila other Inlluences willundoubtedly have some impacts on the net
pattern in June the primary driver is still expected to be the developing El
Nino. With confidence in Itiis feature's impacts holding steady from last
week tfie forecast remains tilted slightly to the cooler side of normal. But tha
El Nino impacts do not coma without some concerns. Though sea surface
conditions may be well into El Nifiotemtory by this point {> +0.5C SST in
Nino 3.4) the atmospfiefic circulation may be lagging behind tfie ocean and
typical weattrer pattern responses may only just be beginning to show up.
This atmospheric lag would potentiafiy present warmer threats tothe
outlook, M^iila a stronger onset of El NIfio might yet produce a cooler outlook
than Is currently shown.
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Below to Much Belows Threaten N. Plains/Upper MW

Strong Warm Push Along South Central U.S.

A cool North, warmer South pattern takes shape coming out of
the weekend. A -WPO pattern supports these conditions
through much of the period. Below to much normalreadings
encompass the Northern Plains and Upper Midwestthrough
the early and middle parts of the period. An active pattern pre
vents any stronger cool air from diving Into the rest of the
Plains and Midwest in general. Cooling demand may be
stronger along the South-Central U.S. and into the Deep South
during the middle of the period. Stormy conditions mighthelp
warmer readings push into the E. Midwest and the East during
the second half of the period. However, timing issues are a
concern with the progression ofstormy conditions.
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Weekly Natural Gas Storage Report - EIA

^1 ^ j U.S. Energy InTomiation
CxXd Administration

Weekly Natural Gas Storage Report
tarwwkafidlngAprll 16.2014 | RaiMMd: Apr«24.2014 tf lOOOa m I N»xt Mmm: Uay V 2014

Summary text CSV JSNWofktng gm In undarvound otorago, lowtr 49 ttatta

Hittoncal Compartaons

Stocki
bAon cubic feat (Bcf)

Ymt ago
(04/18/13)

S-Yaar avarago
(2009-2013)

Region 04/11/14 04/11/14 nsAChange impilad flow (®C1) % Change (Bd) % Change

East 328 311 17 17 063 -52 0 796 -56.0

Waal 178 168 10 10 334 -46.7 305 -41.6

Producing 383 371 22 22 712 •448 805 -51.2

8Wt BO 76 13 13 186 -522 164 -457

NonsaR 304 296 9 9 526 •422 641 -S^6

ToW too 080 40 49 1.790 -469 1J07 •<29

Summary
WorWng gas in sttraga was 890 6cf osol Pridsy. April18,2014, according to EIAastimatM. This rapreaants a net

increaM of 40 Bef from the previous week. Stocks ware 831 Bcf less than tost year al this time and 1.000 Bd bslow the 5-

yeer average of 1.007 Bcf. In the East Region, stocks were 470 Bcfbelow the S-yoar average loiowiog net tnjectlonsof 17
Bcf.Stocks in the ProducingRegionwere 412 Bd belowthe 5-yaer average of805 Bcfafter a net in|ec6onof22 Bcf.
Stocksinthe WestRegion were127Bcf below the S-yeer averageaftera netaddlbon of10 Bcf. At000Bcf. totol working
gas hi beiow the 5-year htotoricaJrange.
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NATURAL GAS

U.S. GAS PRICE SCORECARD: MAY 2014 - OCTOBER 2014

Bevish Neutral BUIsh

PIRA Energy Group, 3 Park Avenue, 26" Floor. New York. NY 10016-5989 (Tel) 212-686-6808 (Fax) 212-886-6628 www pira.com
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In Predicting Second-Quarter Prices, Analysts More BearishThan NYMEX Strip-
April 25,2014

Theaverage of 16analysts contacted by Platts calls for Henry Hub gas to average
$4.42/MMBtu during the second quarter, while the NYMEX strip for the quarter closed
Friday at $4.61/MMBtu.

FBR Capital is the most bullish ofthe 16 sampled with a price forecast of$4.75/Mcf for
April through June. According to FBR Capital, the storage refill requirements are
daunting—"the market seems not to care as a cool summer could even things out pretty
quickly, however, we think upside is much more significant if summer shows up."

According to investment bank Raymond James, US gas prices would average $4.15
during the firstquarter (actual based on NYMEX close-$4.94) on some incrementally
higher winter demand. "What we didn't envision was how the cold weather would
continue, and even intensify, leaving the system constrained and introducing problems
we haven't encountered in recent history such as regional price blowouts, questions
regarding gas-to-coal switching capacity, utility coal stockpiles, pipeline constraints and
freeze-offs, to name a few."

Citing Coal Market decay, Jefferies hikes 2014 Gas Price by 8%-April 25,2014

Jefferies raises their 2014 gas price forecast 8% citing the impact of a much colder-
than-expected winter and the end of coal's ability to keep gas prices range-bound.

"The era of too much of everything—too much coal, too much gas—is over", Jefferies
analyst raised the average price forecast from $4/Mcf to $4.30 at Henry Hub. Jefferies
expects gas in storage to end the injection season between 3.3 Tcf and 3.4 Tcf, well
below the five-year average.

"Utilitieswill have to make difficult choices this summer. They can either bum coal at
historical levels and experience massive drawdowns in coal inventories or preferentially
burn gas and run the risk of being short this winter. In either case we believe gas prices
benefit."

Signs from this winter are that coal burn is below where it should be based on prior-year
behavior—gas demand benefited—this is one of the main reasons for the 900 Bcf
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deficit. Due to fuel switching and coal plant retirements coal use has been 15% to 20%
lower than in prior periods when power demand and weather were almost identical.

"We believe the reluctance to burn coal, partly because of low stockpiles, will continue
to affect summer behavior. The long awaited decay in the coal sector is nowat hand,
with 3% (9.3 GW) of the nation's power capacity lost in the last two years and another
20% (60 GW) expected by 2020 as new emissions regulations take effect."

Increased gas production won't come to the rescue this year because the growth is in
the Marcellus Shale where takeaway capacity doesn't increase significantly until the
second half of the year.
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Slow start to Injection Season Stokes Fresh Concerns About Supply
Adequacy—April 25, 2014

With storage inventories a 11 -year lows, the slowstart to the injection season (49-Bcf
for the week ending April 18 to 899 Bcf) continues to spark concerns about the market's
ability to refill inventories to adequate levels by November 1,2014.

"Indeed, the industry still has a long road ahead of it beforethe next heating season.
Forthe last five years, storage has refilled to the 3.6 to 3.8 Tcflevel, but this year most
analysts have ratcheted down their fall forecast to about 3.4 Tcf."

"Even to reach that more modest level by November 1, storage injections would have to
average at least 89 Bcf/week going forward. Last year, refillsaveraged 68.6 Bcf/week
from April through October, while the record was about 80 Bcf/week in 2003, according
to EIA data."

Gas demand for power generation could stay relatively strong in 2014 as gas plants
help to substitute 19 GW of coal-fired generation retired in the last two years.

An additional factor suppressing gas-to-coal switching could be that coal stockpiles held
by power generation facilities are 26% lower than a year ago. "Ifyou have people
getting nervous on coal inventories, they may hold onto their coal and let that get
replenished—if it turns out to be a tight summer, it makes more sense to keep using gas
now when it's $4.50 rather than when it's $5."

DO



Miscellaneous Information

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 32 of 333

Grid Problems Prompt New Look At Gas Reliance—April 23,2014

Concern is growing that the cold weather of this winter have revealed serious flaws in
power markets that could require fixes beyond reforms already proposed including a
serious look at the rapid shift to reliance on more natural gas-fired generation. Focus is
shifting to concerns about the reliability of the grid given the wave of coal plant
retirements that are expected in the next year or so.

Coal and nuclear plant operators are complaining that low-cost, gas fired generation
and subsidized wind power are pricing them out of some markets, which could further
strain the grid. "I have consistently said we'll let the markets decide which fuels are the
winners based on economics and affordability, but Ican't be reliability neutral. On this
subject it is just too important," said FERC Commissioner Moeller

In most RTOs, market rules have favored gas-fired generation but, recent cold weather
highlighted their vulnerability. Gas utilities sign firm contracts for gas delivery to serve
their customers through the winterand that usually leaves enough interruptible supplies
for gas generators, but that was not true during the recent weather.

According to ICF, PJM was only 300 MW to 400 MW away from rolling blackouts. If
margins were any tighter critical equipment could be put at risk and ifequipment fails, it
could trigger cascading failures throughout the grid.

Low-priced gas fired generation, in conjunction with low capacity prices, could push
nuclear generation out of the market, in addition, Moeller believes that the pending coal
plant retirements constitutes a high enough concern that it calls for a more formal
review process that would include FERC, EPA and non-government entities to analyze
the details of the retiring units as well as the new units and new transmission that will be
needed to manage the transition.
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Independent Statistics & Analysis

U.S. Energy Information
Administration

April 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIAexpects total natural gas consumption will average 72.1 Bcf per dav (Bcf/dl In 2014. an increase of
0.7 Bcf/d from 2013. Increased residential, commercial, and industrial use offsets declines from the
electricpower sector, which are related to highernatural gas prices. In2015, total natural gas
consumption falls by 0.4 Bcf/d as a decline in residential and commercial consumption more than offsets
consumption growth in the industrial and electric power sectors. EIA expects natural gas consumption in
the power sector to increase to 22.8 Bcf/d in 2015with the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIAexpects natural gas marketed production will grow bv an average rate of 3.0% in 2014 and 1.5% in

2015. Rapid natural gas production growth in the Marceltus formation iscontributing to falling natural
gas forward prices in the Northeast, which often fall even with or below Henry Hub prices outside of
peak winter demand months. Consequently, some drilling activity may move away from the Marcellus
back to GulfCoast playssuch as the Haynesville and Barnett, where prices are closer to the Henry Hub
spot price.

Liquefied natural gas (LNG) imports have declined over the past several years because higher prices in
Europe and Asia are more attractive to sellers than the relatively low prices in the United States. Several
companies are planning to build liquefaction capacity to export LNG from the United States. Cheniere
Energv's Sabine Pass facility is planned to be the first to liauefv natural gas produced in the Lower 48

states for export. The facility has a total liouefaction capacity of 3 Bcf/d and is scheduled to come online
in stages beginning in late 2015.

Growing domestic production over the past several years has displaced some pipeline imports from

Canada, while exports to Mexico have increased. EIA oroiects net imports of 3.7 Bcf/d in 2014 and 3.0

Bcf/d in 2015. which would be the lowest levei since 1987. Overthe longer term, the EIA Annual Energy
Outlook 2014 projects the United States will be a net exporter of natural gas beginningin 2018.

U.S. Natural Gas Inventories. Natural gas working inventories fell by74 Bcf to 822 Bcf during the
week ending March 28, 2014. Colder-than-normal temperatures and a few late-season winter storms
during the month resulted in increased heating demand, prompting larger-than-normal
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withdrawals. Stocks are now 878 Bcf less than last vear at this time and 992 Bcf less than the five-vear
(2009-13) average for this time of year.Total stocks, as well as stocks inallthree regions, are currently
less than their five-year (2009-13) minimums.

Crude Oil Prices

Brent crude oil spot prices in March averaged $107/bbl. Thiswas the ninth consecutive month Brent
crude oil spot prices averaged between $107/bbl and $112/bbl. The Brent crude oil price is oroiected to
average $105/bbl and SlOl/bbI in 2014 and 2015. respectively.

The WTI crude oilspot price, which fell to an average of $95/bbl inJanuary2014, increasedto an
average of$101/bbl in February and March as a resultof strong Midwestern refinery runsand the
startup of the Marketlinkpipeline moving crude from Gushing to the GulfCoast. EIA expects that WTI
crude oil prices will average S96/bbl in 2014. $l/bbl higher than in last month's STEP, and 990/bbl

during2015.The discountof WTI crude oilto Brentcrude oil, which averaged more than $13/bbl from
November 2013 through January 2014, fell to an average of nearly $7/bbl in March 2014. EIA expects
the discount of WTI crude oil to Brent crude oil to grow in the coming months to an average S9/bbl in
2014 and $ll/bbl in 2015. reflecting the economicsof transportingand processing the growing
production of light sweet crude oil in U.S. and Canadian refineries.

fe,:
• •*
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Price

Pressure
Term Commenis

Page
Ref

WeMher

LxxigTerm Forecast (Jun 14-Aug 14) u Long

NCAA predicting aboveaveragetemperatures forJune 2014~August
2014 hir tfie southem portion of tfie CONUS as well as the East and West
coasts. InadditionInmid-May, Duke's Meteorology InternalOutlookfor
the Summer 2014 was updated. The report maintains that El Nino
conditions are expected to develop by mid to late summer, which willlead
tocooler andwetter than normal con^ons overall for both theMidwest
and Southeast.

12

Md Term Forecast (30-60 days) Long June is predicted to to 4.3% colder than normal based on 10 year
normals and JuN weather Is oredlcted to to 9.2% colder than normal. 13

Short Temi Forecast (6-10days) Short

Abovenormal temperatures over majority ofCONUS earlyInthe period.
Normaltemperatures movingfromcentral portionof CONUS to the east
later In tfie oeriod.

14

TropicalStonn Activity ♦ > Short

NOAA predicts near-normal or below-normal 2014 Atlanllc hurricane
season. El Ninoexpected to develop and suppress the number and
Intensity of tropical cyclones.

Storeoe Inverrtorv

EIAWeekly Storage Report t Long
Storage injections forthe vreekendingMay 16thwere 106 Bcf. Storage
levels are at 1.266 TCF which Is 37.9% lowartfian last year arxf 42.7%
lower than the 5 vear averaoe.

15

InAiatrv Publications

PIRA Energy Group
Winter 2014/15: HHH
Summer2015:||||m

u Long
GAS PRICE SCORECARD: May2014-October 2014 Gas Price Outlook
'Bumsh" based on fundamentals such as 'Imports From Canada', 'US
Storage Levels', 'Industrial Sector*, arxl 'Exports to Mexico".

16-17

Gas DaUy-Stcrage t Long

To reach analysts projectionof 3.4 Tcf Instorage, 89 Bcfrweekneeds to
to Injected. The 5-year weekly average Injection Is about 70 Bcf/week. If
we h^e a winter like 2011 or2012 then the 3.4 Tcf level isfine, however.
Ifthe winterIs like2013 Inventories will to tight People are kxiusingon
production side not on the demand side. The notion that production
growthwill carry us throughthe winterIs a riskyone. /According to
Goldman Sachs, less coal-to-gas switching, removal of pipeline
constraints, and strong production willallow US market to cope with
historically tow storage levels tretter than In the past.

18

Gas Oally-Mlacellaneous information ti Long

There is a consensus that tto gas market Is Inan over-supply situation.
However, the amount Is up for debate-some believe the oversupply Is up
to 3 Bcf/d, WeHs Fargo are of the opinion tfiat It is 1 BcVd. While
production Is up, demand Is growing as weN. According to BNP Paribas,
storage levels unUkelyto reach 3.4 Tcf. Based on current prices, winter
prices at bargain-based levels. Nuclear powerdisplacing some gas and
coal generation this year. Industrial gas demand growing faster than
many expected as shuttered facilities are brought back on line.

19-20

Qovemment AoeiKlaa
Energy Information Administration

Winter 2014/15: 84.548
Summer 2015:84.199

u Lrjng
The projected HenryHub natural gas spot priceaverages 84.741/MMBtu
for 2014 and 84.336/MMBtu for 2015.

21

Taclmlcal Analvals

Winter 2014-15 StrfD Chart -4 • Short Closed at 84.56 22
Summer 2015 Strlo Chart •4-—4 Short Closed at 84.11 23
Winter 201S-16 StrlD Chart < • Short Closed at 84.36 24
Summer 2016 Strlo Chan 4 » Short Closed at 84.17 25
Winter 2016-17 Strlo Chart -4 • Short Closed at 84.49 26
Summer 2017 Strip Chart 4 • Short Closed at $4.30 27

Economy

Demand — Long
EIAprojects total natural gas consumptirxiwHaverage 72.3 BcM In
2014, an Increase of 1.3% from 2013, led bv the Industrial sector. 28-29

Supply Long
Total marketed production expected to increase byan average rats of 3%
In 2014 and 1.8% In 2015. 28-29

Oil Market Long
Brent crude projected to average $106 per barrel In2014 and 8102 per
barrel In 2015. EIAexpects WTI crude to average $96 per barrel in 2014
and $91 In 2015.

29

Meeting Minutes; 426 Annex Conference Room -12:00 em
Attondees: Chuck Whttkxk, MikeBwmbeck, Mitch Martin, Jeff Kern, Joachim Fischesser, Stave Niederbaumer

Reviewed the resute^oHhe^rans^ion resulting from the April 28, 2014 Hedging Meetina Rxed price deal tor Duke Kentucky were completed on
rthe period Novemtrer 1,2014--March 31,2015HH Oth/d at a price of Three suppliers wereApril 29, 2014wtth

contacted: beingthe lowest bidder. Discussed market fundamentals Including weather,
storage Inventory levels, PIRA and EIA price forecasts, analystspriceprojections, economic Influences on supply and demandand technical
analysis on Summerand Winter Stripprices SlgnHlcant discussion tookplacearoundthe low storage level and current estimates for the
November 1,2014 balance estimated tobe 3.4Tcf. This level Iswell below the3.6Tcf to3.8Tot levels In recent years. Storage Injections lorthe
week ending May 16,2014 was 106Bcf wtilch washigher ttian expected. StorageInjections will needto average 89 Bcf/week to reachthe
reduced 3.4Tcflevel which still would be the highest weekly Injection level since 2003. Adecision was made notto hedgeaddKional volumes at
this time, but to watch the market for signlflcantmarket movements.



Load Fbrecaat

City Gate Load Forecast (Mcf)
TOO FSS Injections (McO
Total Requirements (Md)

TCO FSS Withdrawals (Mcf)
Other "Withdrawals* (Mcf)
Total Withdrawals (Mcf)

Amount Herlq^
Fixed Price

Rxed Price
Fixed Price

Fixed Price

Fixed Price
Fixed Price

Total Hedged
Total Hedged (dth)

Types ofHedfllno Produe^y p)
Fixed Price
Price Caps
No-Cost Collars

Embedded Hedged Coat
Winter

Summer

Estimated System Supply (Gross)
Hedged %ofSystem Supply
Seasonal %ofSystem Supply

Amt Hedged with Storao. citw Oat.
Hedged (City Gate)(Oth)
Storage Withdrawal (Dth)
Market (Dth)
Total (ind. Injections) (Dth)
% Hedged &Storage
Seaaonal%

Ouka EiMrgy Kwitucky
HedgingProgram - Current PoeMon

November 2013 • October 2014
Aa of OS/22/14

(1) "««^"'«P««««»Be-lk«edpertypeofhedoingproductis25%forWintermonthsand40%Sum^

May-14 Jun-14 Aug-14
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load ForacMf
City GateLoad Forecast (Mcf)
TOO FSSInjections (Mcf)
Total Flequirements (Mcf)

TOO FSSWithdrawals (Mcf)
Other "Withdrawals* (Mcf)
Total Withdrawals (Mcf)

Anwwfll
Fixed Pricej
Fixed Price

Fixed Pricej
Fixed Price
Fixed Price

Total Hedged (dth/day)
TotalHedged (dih)

Types ofHedoina Prodigy p)
Fixed r>rice
Price Caps
No-Cost Cottars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
NsPflSd %of System Supply
Seasonal %ofSystem Supply

Ami Hedged with StonK., la
Hedged (City Gale) (0th)
Storage Withdrawal (Dth)
Market (Dth)
Total (ind. Injections) (Oth)
% Hedged &Storage
Seasonal%

Nov-14 Oee-is

Duk* EfMrgy KMitucky
Hadging Program - Currant Position

Novambm3014- Octobsr 2015
As 0105/32/14
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l=Bed_Esr$sati
City GaleLoad Forecast (Md)
TCO FSS Irqections (Mcf)
Total Requireinents (Mcf)

TCO FSS Withdrawals (Mcf)
Ottior "Withdrawals* (Mcf)
Total Withdrawals (McQ

Amount H

Fixed Price
Rxed Price
TBD

Total Hedged(dth/day)
Total Hedged (dth)

Tvpaa of Hedolnq Pmdueu ni
Fixed Price
Price Caps
No-Cost Cottars

Embedded Hedged Coat
Winter

Summer

Estimated System Supply (Gross)
Hedged %ofS)/etem Supply
Saaaonai %ofSystem Supply

Amt Hedged with Storao^ fj 91*,,
Hedged(City Gate) (Dth)
Storage Withdrawal (Dth)
Martlet (0th)
Total CvKl. Infections) (Dth)
% Hedged&Storage
Seasonal X

Nov-15 Dec-is

Dulca Eiwrgy KMitucky
Hadging Program - Currtnt Position

Notmrnbar 2015• Octoiwr 20ic
Aa of 05/22/14

Jan-16 Feb-16 Mar-ie Apr-16 May-16 Jun-16

(1) Maximum percentage allowed per type of hedgmg product is 25% for Wimer months and 40% Summer months

Jul-16
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#
Ouk* EntrgyKantucky

HMiging Program - CurrantPosition
Novoffltrar 2016 - OctolMr2017

As of 06/22/14

Load

City GateLoad Forecast (Mci)
TOO FSS Iniections (Mcf)
Total Requirements (Mcf)

TOO FSSWithdrawals (McQ
Other "Withdramais* (IM^
Total Withdrawals (Mcf)

Amount Hedoed <dth/d«u)
TBO

TBO

TBD

Total Hedged (dth/day)
TotalHedged (dth)

Types of Hedolfio

Fixed Price
Price Caps
No-Cost Collars

Nav-16 Dec-16 Jan-17 Feb-17 Mar-17 Apr-17 May-17 Ji«-17

Emtiedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged %of SystemSupply
SsasonsI %ofSystem Supply

Amt Hedged with Q cttv Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (ind. Iryections) (Dth)
% Hedged &Storage
Seasonal %

(1) Maximum percentage allowied per type of hedging product is 25% for Winter
nwnths and 40% Summer monihs.

Jul-17

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 47 of 333

Aug-17 Sep-17 Oct-17

j'-'y'



#

Delivery
Month

Nov-14

Dec-14

Jan-IS

Feb-15

Mar-is
Winter 14/15
Storage Gaa

ExcludingStorage Gas
IndudlfMStoraoeGas^

ITarget Levels By October

Summer 2015
Target Levels By March 31^015

Nov-IS

Dec-15

Jan-18

Fet)-16

Mar-16
Winter 15/16 —

ITarget Lavela By 0cto6e^l^014

Apr-16
M^-16
Jun-16

Jul-16

Aug-16
Sep-ie
Oct-16

Summer 2016
TargetLevels By March sT

Nov-16

Dec-ie

Jan-17

Fet>-17

Mar-17

Winter 16/17 —„,-n»
jtarget Levels By Octo^efSI^Ol?

Apr-17
M^-17
Jun-17

Jul-17

Aug-17
Sep-17
Oct-17

Summer 2017
Target Levels By March

May-15
Jun-lS
Jul-15

Aug-IS

Oct-1S

Ouka Energy Kentucky
Hedging Program
Currant Poaidon

System Hedged to Date
Supply Total
Dth/mo Dth/day Dth/mo

/O
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Nerd Target (10/31/141
Required /VHovved
dth/day dth/day



COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Jun

Jul

Sep
Ort

Noy
Dw

Jan

Feb"

Apr

Htsloric Prices:

NYMEXCIosIno Price

S-yr. avg. Last Year

(Oa/10-13/14) (2013-2014)

$3.72 $4.15

$3.90 $3.71

$3.80 $3.46

$3.31 $3.57
$3.57 $3.50

$3.61 $3.50

$3.93 $3.82

$4.18 $4.41

$4.21 $5.56

$3.87 $4.86
$3.77 $4.58

$3.93 $4.80

$3.82 $4.1612 Month Avg
Summer Average
winter Average

PIRA

25-Apr-14

II

EIA NYMEX

6-May>14 2a-May-14

$4,570 $4,542

$4,600 $4,547

$4,550 $4,524

$4,540 $4,490

$4,530 $4,482

$4,580 $4,511

$4,680 $4,590

$4,670 $4,661

$4,460 $4,609

$4,330 $4,520

$4,040 $4,121

$3,960 $4,082

$4,461 $4,473

$4,399 $4,398
$4,548 $4,578
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Hedged Prices

Ohio Kentucky
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Wednesday,May21,2014MeteorologistaiSS/FV/BH/RGIV£4W«SSRVICe^
|oapartur«from1981-2010normal('F)Oapaiturafrom1M1-2010normal('F)^ June2014

Updated:
May21,2014

1^5.0■♦3.0to^4.9■♦2.010+2.9E3+1.0IO+1.9Ea-I.Oto-1.9•-2.0to-2.9•-3.0to-4.9•s-5.0
II-0.9to0.9

WarmerOverall

ConfidenceStillLow

Changesweregenerallywarmerforthisupdatelargelyrelatedto
persistence,thoughnoneweremt^.TheNorthwestsawan
expansionofatroves,WilleareasfromtheMidwesttoInterior
Northeastsawaretractionofbelows.Further,tliecoreofthemost
anomalousheatoutWestshiftedwestwardtowardsttiecoasttobetter
matchhowthepatternhasunfoldedoflate.Whileweanticipatethe
recentnaiofwarmInfluencessuchasthe+801and-^WPOsignalsto
carryforvardIntotheearlypartofthemonth,confldenceIslowinhow
longthesesignalswincontinuetoshapettiepattern.Atthisstagea
mixedmonthappearstobeInorder,suchthatthewarmInfluences
earlymayprogreulvelygetreplacedbycoolerthemesduringthelatter
halfofthemonthshouldatmosptwicElNIfto-iikeInfluencesunfold(flip
InSOI/riseInAAM).

JunPWCDO"Forecasts

Jun2014Fast:240.0

Change;-•'lO

Final60DayOullook

'10YNormal'04-13

10YNormal*280.7

30YNormal230.6

Jun-2013254.2

"NMIanePopAAMgftMcoo*

NoChanges

UnseasonablyCooloverthe
MidwestandEast

TheJulyoutlookIsimchangedas,bythistimeInmid-summer,we
expectthattheatmosphereIsmorelikelytobereactingtotheElNIflo
signal.FortheEastandMidwest,anongoingElNIflotyplcalyspells
belownormaltemperaturesInJuly(aswasthecaseIntwoofthemost
recerdNIflosummersof2004and2006).Acompositeofal10flrst-
yearNIfloanalogssince1050showsagerwraltroughpatternoverthe
eastemhalfoftirenation,tMrlchwouldfavorunseasonablycool
conditions.Whilethesamecompositeshowsnear-normalheightsover
theWest,theperslstenidroughtmayprovidewarmfeedbackandhelp
maintainaboves.TheforecastcarriesawarmriskfortheEast,Midwest
andSouthIftheatmospherereactsmoreslowlyand/orlessforcefullyto
theNIflosignal.

JulPWCDO**Forecasts

Jul2014Fcst:325.0

Change:0

MOYNormal'04-13

10YNormal*357.9

30YNormal338.2

Jul-2013350.2

-NaHotWPop-WMsfWdCOO*

Final30DayOutlookCurrcmvertf♦fortcast

TheforecasthaswarmednotablysinceIhislimelastweekwiihbelowsweakerand
morelimitedtoihenorihemPlains/RockiesandsoulhernTexasandv/idespread
abovesintheMidwestandEastandespeciallyiheWestCoastOurforecastshit
onIheideaofacoolernoith-ceniralUS,butwe\w;renTwamienoughintheMid
westandEastortheWestCoastandweretoowarminiheSouthwesiandsouth
ernTexas,ifthecurrentforecastoutloIherestofthemonthweretoveniy,May
wouldtotal129PWCDDs,warmerthanihe10-yearnormalaivJ12lhwarmestsiiko
1950.The128GWHDDswouldalsoratikas12lhwarmestsirKe1950.

IVIDAliiforiniitionSy.slcni.sI.I.CHiioWestDiainuiidAve,Suite:{UO,f.aitherslnirg,MO20878
Te!•J40-H;),'1-8,{ooFax2.io-H:);j-8;joiwww.iiuloii.s.cnin;t7)20l4[0290000i)0i07.pilf—V'eisinii2.;)|



EarthSat 6-10 Day Forecast—Detailed
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MAfimT
:We^esday^ May28,:

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

8/10

Day 6: Monday, Jun 2

Day 7: Tuesday, Jun 3

f Day 9: Thursday, Jun 5 1

1
Previous

Forecast:

Forecast

Confidence:

7/10

1

Meteorologist JPVjAQ WEATHEM EEKVICES

Continued Warmth Spans South & Interior East. ;
11 -X-

Onset Of Period Cool Along East Coast

Confidence falls slightly in today's outlook, stemming from vola
tility issues as well an increase in some model disagreement
Nevertheless the forecast continues to call for plenty of warmth
across the Interior East and the South back into the central US
during the early half of the period. Cooler temperatures aim to
dive into the Mid-Continent and the Upper Midwestduring the
mid to late period behind a weak cold front, but only a marginal
cool down occurs across these areas. The West gains abun
dant waimth during the second half of the period where much
aboves exist over the InteriorWest to parts of Call, though this
outcome carries some cooler risks along the coast, especially
the Northwest coast

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

7/10

Day 8: Wednesday, Jun 4

Day 10: Friday, Jun 6

A +8 MA+15 SA

•MDA lnrormjili«>n .Sy.slcin.s LLC HjtiWV.sl IMamdiiii A\t. Siiilf.idi), Cnillun.-ilxir'^. Ml) uoSyS ,- v .
Tel j.pt-iS I'.i.x li-Pwww.uidaiis.ioni lou'jDooonoin'j.iKll —XiTsidii;',.!}
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Weekly Natural Gas Storage Report - EIA

pi-5 ^ y U.S. Energy Information
V/JLd Administration

Weekly Natural Gas Storage Report
lor •firfbig Itair It, 2014 | WokMad: Moy22. 2014 u 10:30 ojt>. | NokIIWm : May 29.9014

Summarylaxt CSV JSNWorktng0M In undororound otorogo, iowor 48 otatoo

Historical Compariaoiia

BifMrfia
bWon cubic <eot (Bcf)

Year ago
(os/ie/13)

5-Yaer average
(2009-20131

Region 0W16M4 0S/0W14 t lai Chang t Impiladflow (»cO % Change (Bcf) %chafiga

Eaat 522 457 65 65 BSD -38.6 971 •46JZ

Waal 231 219 12 12 388 -36.9 346 -332

Producing 513 484 29 29 623 -37.7 602 -42.5

Salt 140 126 14 14 237 -40.9 188 •2SJ

Nonaalt 373 358 15 16 588 -30.3 704 •470

Tout 1.3M 1,160 108 106 2.040 •37J 2M •42.7

Summary
Working gat in ttoraoe was 1,206 Bcias of Friday, May16.20i 4, accordingto EIAeaUmatea Tliisraproaana a net
iftcraaaaof 106 Bcf from the previous vreek. Stocks wars 774 Bcf lass than iaet year at Mi tkne and 943 Bcf below the 5-
ymt averege of 2.209 Bd. in the East Region,atockaware 449 Bcfbelowthe 5-year averege foBowing net Infecttona of65
Bcf.Stock* Inthe Producing Region were 379 Bcfbekwrdie ^-year average of 882 Bcfafter a net inlectlonof 29 Bcf.
Stocks at the West Rai^ were 115 Bcfbekjwthe S-yearaveregeafter a netaddhionof 12 Bcf.At 1.266Bcf,total
workinggas k below the 5-yaar Natorlcal range.

dt your«s: v.s.kwgfnsrTue«nMnr«

Nek: TheNwdMarea indhaaasthe range betweentte htstorieai mktbraen end majdmum vakan torvie
ttrDugh2D13.

Bewee: FormElA-812. "WeeWji Underground Natural Gee Storag*Report.' Thedashed verticalknee
weeWy periods.

weeldy series from 2006

current and yeer-ego
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Jan-12

Feb-12

Mar-12

Apr-12
May-12
Jun-12

Jul-12

Aug-12
Sep-12
Oct-12

Nov-12

Dec-12

' Average
; 2012

[ Summer
i 2012

Winter 2012

2013

PIRA

North American Gas Price Overview

Per MMBTU

May 27,2014 Reiease

Jan-13

Feb-13

Mar-13

Apr-13
May-13
Jun-13

Jul-13

Aug-13
Sep-13
Oct-13

Nov-13

bec-13

Average
2013

Summer

2013

,Winter 2013i ^
1 2014 : '

Jan-14

Feb-14

Mar-14

Apr-14
May-14
Jun-14

Jul-14

Aug-14
Sep-14
Oct-14

Nov-14

Oec-14

Average
2014

Summer

2014

Winter 2014-

2015

Hedging Meeting 05-28-2014.xlsx
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Jan-15

Feb-15

Mar-15

Apr-15
May-15
Jun-15

Jul-15

Aug-15
Sep-15
Oct-15

Nov-15

Dec-15

Average
2015

Summer

2015

PIRA Prices



North American Gas Forecast Monthly

May 27, 2014
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NATURAL GAS

U.S. GAS PRICE SCORECARD: MA Y 2014 - OCTOBER 2014

BeargwyUral^ysh

PIRA Energy Group, 3 ParV Avenue, 28"Floor, New York. NY 10016-5989 (Tel) 2l2-686-6aoa (Fax) 212-686-6628 www.plra.com
For auUiorlzed subecrlbera only. Copyright O 2014 PIRAEnergy Group. All rights reserved.
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Strong Injection Trims Deficit; Concerns Linger—May 23,2014

An injection of 106 Bcf tjoosted inventories but storage concerns linger. The injection
"marks another solid step toward getting back into the 3.3—3.4 Tcf range by October."
In order to reach 3.4 Tcf by the end of the Injection season, the market needs to inject
another 2.134 Tcf, of 88.9 Bcf/week on average.

"Ifwe have a winter like 2011 or 2012, then 3.4 Tcf is fine. But ifwe have one like last
year it will be tight, according to lAF Advisors. What amazes me is that production is
rising, absolutely, but so is every demand sector that benefits from low-cost gas-
fertilizer, ethanol and petchem plants, housing, they're all growing. People are focusing
completely on the production side not what's on the other."

"I think the notion that production growth will carry us through the winter is a risky one
according to Bentek. We withdrew more than 3 Tcf out of the ground this past winter,
and although it's unlikely we'll do that again, it's probably a good idea to a least prepare
for the possibility. Bentek expects robust production growth by the end of 2014, but that
doesn't necessarily mean the new comfortable level of storage is below 3.0 Tcf by the
end of the injection season."

Market Better Able to Handle Low Storage Stocks Than in Past—May
19, 2014

According to Goldman Sachs, less coal-to-gas switching, the removal of pipeline
constraints in key regions and continued strong production will allowthe US gas market
to cope with historically lowstorage levels better than in the past. Due to shale driven
supply, lower storage Inventory than normal will be needed to serve the market as
production can take up the slack.

Goldman Sachs raised their 2015 price estimate for gas to $4.25/MMBtu, up 25 cents,
as summer prices will unlikely trade below $4.50/MMBtu consistently to "disincentivise
any coal-to-gas switching in order to rebuild to 3.4 Tcf during the summer."

"But despite gas trading near or above $4.50/MMBtu, which was expected to encourage
producers to refocus on dry gas drilling—we have not seen gas rigs pick up year to date
as producers with both oil and gas assets have continued to favor oil drilling."

/5
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Demand, Supply Uncertainties Continue to Weigh on Market—May 27,
2014

With 27 weeks left In the injection season, weekly injections need to average about 97
Bcf per weekto hit the 5-year3.8 Tcf level. The 5-yearweekly average from end of
May to November 1 Is about 70 Bcf.

According to Wells Fargo, there is a consensus that the gas market Is in a weather-
normalized over-supply situation, however, the over-supply amount is up for debate.

"Some analysts believe the oversupply amounts to be about 3 Bcf/d, while Wells Fargo
is currently showing production surplus at about 1 Bcf/d. If we continue this season at
+3 Bcf/d, storage would end the year at 260 Bcfunder the 5-year average. That would
put gas prices at at)out $3.60/MMBtu. If the market is only +1 Bcf/d oversupplied, then
we could close the year at 700 Bcfbelow the 5-year storage average, and price would
be more like $4.10/ MMBtu."

BNP Parlbas believes while production is up demand is growing as well, particularly in
the power generation sector. According to Paribas, storage levels are unlikely to reach
the 3.4 Tcf level at the end of October because of higher gas demand from new gas
plants coming online. With the winter delivered prices now trading within range of their
three-month low and given our end of injection season storage estimate, winter gas
delivery is currently trading at "bargain-basement levels."

Nuclear Power Displacing Some Gas, Coal Generation This Year—
May 19,2014

The amount of power generated by nuclear units this year is ahead of last year and is
poised to remain ahead for the rest of 2014, displacing some gas and coal-fired
generation.

If natural gas were the only fuel displaced, gas demand losses would be around
500,000 Mcf/d in May and peak a 1 Bcf in June. On average, from May to December
2014, higher nuclear generation should dampen gas demand by 0.61 Bcf/day year-
over-year.
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Marcellus Production Has Interstate Gas Pipeline 'Retoollng'-May 14,
2014

Rapid growth In production from the Marcellus Shalehas prompted a different approach
by Interstate pipelines, with smaller, more targeted expansion projects Instead of long-
haul pipes.

"The Marcellus is at the epicenter of the change in gas flows. The jump In production
has been sudden and huge, surging from 1.2 Bcf/d In 2007 to about 14.8 Bcf currently,
and expectations are that this could approach 23 to 25 Bcf by the end of the decade."

Thathas led large companiesto pursue smaller-scale expansions to help reduce
bottlenecks out of Marcellus. Mostcurrent projects cost in the tens to hundreds of
millions of dollars unlike the bllllon-plus dollar jobs. According to Moody's, these
projects Involve adding compression and looping to existing lines and should entail
limited execution risk and time to undertake.

Industrial Gas Demand Growing Faster Than Many Expected—May 1,
2014

According to Barclays Bank, Industrial demand Is likely to accelerate faster than
expected In the second halfof the decade as shuttered manufacturing facilities are
brought back on line.

Industrial gas consumption grew by 713,000 Mcf/d in 2013, this has been largelythe
result of restarting mothballed facilities and expanding capacityat existing operational
ones. "For 2015-17, our updated project lists suggests that natural gas use may rise by
almost3.2 Bcf/d once all projects targeting startup in that timeframe are fully ramped up
bringing total Industrial gas use to around 22 Bcf/d.
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Jan-12 2.67 Jan-13 3.33 Jan-14 4.71 Jan-15 4.67
Feb-12 2.50 Fet)-13 3.33 Feb-14 6.00 Feb-15 4.48
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April 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIAexpects total natural gas consumption will average 72.3 billion cubic feet per dav (Bcf/d) in 2014. an

increase of 1.3% from 2013. ted bv the industrial sector. In 2015. total natural gas consumption falls bv
0.1 Bcf/d as a return to near-normal winter weather contributes to lower residential and commercial

consumption. Higher natural gas prices this year contribute to a 0.4% decline in natural gas consumption

in the power sector to 22.2 Bcf/d in 2014. EIA expects natural gas consumption in the power sector to
increase to 23.1 Bcf/d in 2015 with the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production will grow bv an average rate of 3.0% in 2014 and 1.8% in

2015. Rapid natural gas production growth in the Marcellus formation is contributing to falling natural
gas forward prices in the Northeast, which often fall even with or below Henry Hub prices outside of
peak winter demand months. Consequently, some drilling activity may move away from the Marcellus
back to GulfCoast plays such as the Haynesville and Barnett, where prices are closer to the Henry Hub
spot price.

Liquefied natural gas (LNG) imports have declined over the past several years because higher prices in
Europe and Asia are more attractive to sellers than the relatively low prices in the United States. Several
companies are planning to build liquefaction capacity to export LNG from the United States. Cheniere
Energy's Sabine Pass facility is expected to be the first to llouefv natural gas produced in the Lower 48

states for export. The facility has a total liquefaction capacity of 3 Bcf/d and is scheduled to come online

In stages beginning in late 2015.

Growing domestic production over the past several years has displaced some pipeline imports from
Canada, while exports to Mexico have increased. EIA projects net imports of 3.7 Bcf/d in 2014 and 3.1
Bcf/d in 2015. which would be the lowest level since 1987. Over the longer term, the EIA Annual Energy

Outlook 2014 projects the United States will be a net exporter of natural gas beginning in 2018.

Natural Gaa Inventories.

Natural gas working inventories increased by 159 Bcf over the last four weeks to reach 981 Bcf on April

25. which is 790 Bcf lower than the same time last vear and 984 Bcf lower than the previous 5-vear

(2009-2013) average. The injection season has started somewhat slowlv. but EIA expects injections will
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U.S. Energy Information
Administration

2.^



KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 67 of 333

pick MP over the summer to end October at iust over 3.400 Bcf. EtA projects the rateof injections
between April 25 and theend ofOctober will average about 90 Bcf per week, which is 20Bcf greater
than the average weekly injection duringthe past five years.

Crude Oil Prices

North Sea Brentcrude oilspot pricesaveraged $108/bbl in April. This was the 10th consecutive month in
which average Brent crude oil spot prices fell within a relatively narrow rangeof $107/bbl to $112/bbl.
The forecast Brent crude oil price averages Sl06/bbl and Sl02/bbl in 2014 and 2015. resoectivelv. both
Sl/bbI higher than in last month's STEP.

The January 2014startup ofTransCanada's Marketlink pipeline, moving crude from Gushing to the Gulf
Coast, and strong refinery runs contributed to an Increase in the WTI crude oil spot price from an
average of $94/bbl inJanuary to $102/bblinApril. Thediscount of WTI crudeoilto Brentcrude oil,
which averaged more than $13/bblfrom November 2013throughJanuary 2014, fell to an average of
less than $6/bbl in April. EIA expects the discount of WTI crude oil to Brent crude oil to grow in the
comingmonths to an average SlO/bbI in 2014 and Sll/bbI in 2015. reflecting the economics of
transporting and processing the growing production of high API gravity (very light) sweet crude oil in the
United States.
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Price

Pressure
Term Comments

Page
Ref

Weather

Long Term Forecast (Jul 14-Sep 14) t Long

NCAA predicting above average temperatures for July 2014-September
2014 for the southern portion of the CONUS as well as the East and West
coasts, in addition in mid-June, Duke's Meteorology internal Outlook for
the Summer 2014 was updated. The report indicates some sightly warmer
changes to tfie forecast across the Eastern and Southern CONUS for both
July and August.

13

MidTerm Forecast (30-60 days) Long July is predicted to be 2.2% colder than normal based on 10 year normals
and August weather is predicted to be 3.8% colder ttian normal.

14

Short Term Forecast (6-10 days) Short

Above normal temperatures across the Norteast and Mid-Adantic states.
Below normal temperatures in the Midwest. Normal tamperatures moving
from central portion of CONUS to the east iatar in the period.

15

Storaoc invsirtorv

EiAWeekly Storage Report t Long
Storage injections for the week ending June 20th were 110 Bcf. Storage
levels are at 1.829 TCF vi4)ich is 27.4% lower tlian last year and 31.0%
lower than the 5 year averaoe.

16

Industry Puldlcations

PIRA Energy Grou^^^
Winter 2014/1sJ|̂ H
Summer 20lS:|j^^f

u Long
GAS PRICE SCOREtCARD: May 2014-October 2014 Gas Price Outlook
"BuHish" based on fundamentals such as "imports From Cartada", "US
Storage Levels', "industrial Sector", and "Exports to Mexico".

17-18

Gas Daily-Pricing Long

KPMG survey of energy executives: 72% indicated prices above
$3.(X)/MMBtu for next 12 months, about 50% say prices between $3.75
and $4.50/MMBtu. Private forecaster WSi Itas forecastad below normal

temperatures for July and August in North East, North Cemral and
Southwest. ESAI indicates that mild temperatures should result in soft
prices in Northeast and MidwesL mild temperatures should help gas
inventory dose the deficit. Citing a slow refUi, Moodys raised gas price
forecast 13% for the remainder of 2014 to $4.50/MMBtu. Moodys also
raised their 2015 price up 6% to $4.25/MMBtu, longer term price forecast
is $4.00.

19-20

Gas DaNy and NextEra-Storage t Long

Triple-digit irtjectionsfor a record 7th straight week. Unless the weather is
unusually hot in Juiy and August storage on pace to rneet 3.4 Tcf
expectation. Lack of higher refHI rate is tailing us: market is tighter than
last year despite higher production levels; market may not be concerned
that storage inventory will be below average headirrg into winter.
Conversations with market partidpants shows that tftere is a growing ievei
of comfort with 3.6 Tcf in storage. Storage couid reach 3.85 Tcf ievei but
wouid require gas prices above $5/MMBtu to motivate enough coal plant
output.

21-22

Government Agencies
Energy information Administration
Winter 2014/15: $4,640
Summer 2016: $4,394

u Long
The projected Henry Hub natural gas spot price averages $4.743/MMBtu
for 2014 and $4.490/MMBtu for 2015. 23

Technical Analysis

Winter 2014-15 Strio Chart <—• Short Closed at $4.64 24
Summer 2015 Strio Chart -4 • Short Closad at $4.14 25
Winter 2015-16 SWo Chart <—• Short Closed at $4.37 26
Summer 2016 Strio Chart -4 • Short Closed at $4.18 27

Winter 2016-17 Strio Chart 4 • Short Closed at $4.49 28
Summer 2017 Strio Chart 4 • Short Closed at $4.33 29

Economy

Demand
—

Long

EiAprojects total natural gas consumption wiii average 72.5 Bcf/d in 2014,
an increase of 1.7% from 2013, led by the industrial sector. 2015 gas
consumption faUs by 0.2 Bcf/d based on near-nomtal winter weather. 30

Supply Long Total marketed production expected to increase by an average rate of 4%
in 2014 and 1.3% in 2015.

30-31

Oil Market Long
Brent crude projected to average $108 per barrel in 2014 and $102 per
borei in 2015.

31

Moating MInutaa: 426 Amtax Confaranca Room -1:00 pm
Attendees: Chuck Whitkxtk, Mike Bnimbeck, JetfKern, Steve Nledert)aumer

Reviewed fundamerrtals suchas weather (current to U/T forecasts), storagelevels, Industry publications, governmental agerxry, technical analysis
arxisupply and demandfundamentals. Discussed the Kentucky Hedging Programsincluding the newpage tfiatgraphically showsthe current
hedging position within the target range. Significant discussion tookplace regarding the currentstorage inventory levels, estimatesofend-of-
season storage and the weekly injection needed to roach certainstorage milestones. Adecisionwas made not to hedge additionai volumes at this
time.
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Load Forecast

City Gate Load Forecast (Mcf)
TOO FSS Injections (Mcf)
Total Requirements (Met)

TOO FSS Withdrawals (Mcf)
Other *Withdrawais* (Mcf)
Total Wkhdrawals (Mcf)

Amount Hedi

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dih)

Types of Hedging Products til

Fixed Price

Price Caps
No-Cost Goaars

EmtMdded Hedged Cost
Winter

Summer

Estimaied System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedoed with Storage ® Citv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (0th)
Total Ond. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months arxj 40% Summer months

0

Duka Energy Kentucky
Hedging Program - Current Position

Novemlter 2013 - Octolter 2014

As of 06/24/14
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Load Forecast

CityGale Load Forecast (McQ
TOO FSS Injections (Mcl)
Total Requirements (Mcf)

TOO FSS Withdrawals (Mcf)
Other *Withdrai«als' (Mcfl
Total Withdrawals (Mcf)

Amount Hedged

Fixed Price

Fixed FNice

Fixed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dth)

Types ot Hedging Products Ml

f^ed Price

Pnce Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % ot System Supply

Amt Hedged with Storage <S) CItv Gale

Hedged (CityGate) (0th)
Storage Withdrawal(Dth)
Market (Dth)
Total (incJ. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type ofhedging product is25% for Winter months and 40% Summer months.

Nov-14 Dac-14

Duk* Energy Kentucky
Hedging Program • Current Position

NovemiMr 2014 • OctotMr 201S
Asof0fi/24«'14

Jan-15 Fob-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15
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-4

Load Forecast

City Gate U>ad Forecast (Met)
TOO FSS Injections (Met)
Total Hequkements (Met)

TOO FSS Witlxlrawals (McQ
Other "Withdrawals' (Met)
Total Withdrawals (Met)

Amount Hedged (dth/davl

Fwed Price

Fixed Price

TBD

Total Hedged (dttt/day)
Total Hedged (dth)

Types of Hedainq Products (11

Fixed F>nce

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Sununer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage & CItv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (irxd. Injections) (Dth)
% Hedged & Storage
Seasonal %

(t) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Duka Energy Kentucky
Hedging Program - Current Position

November 201S - October 2016

As of 06/24/14
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Load Forecast

Crty Gats LoadForecast (Mcf)
TOO FSS Injections (Ii4cf)
Total Requirements (Mcf)

TCOFSS WittKlraiMais (tytcQ
Other "Withdraeals' (McQ
Total Withdrawals (Mcf)

Amount Hedged fdth/dawt
TBO

TBO

TBO

TotalHedged(dth/day)
Total Hedged (dth)

Types of Hedoino Products <11
Fixed Price

Phca Caps
No-Cost Collars

Emt>edded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged%of System Supply
Seasonal %of SystamSupply

Amt Hedoed with Storage O CItv Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total(ind. Injectiorts) (Dth)
% Hedged & Storage
Seasonal %

Nov-t6 Dec-16

Ouk* Energy Kantajcky
Hedging Program - Current Position

Novemtier 2016 - October 2017
As of 06/24/14
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Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-i7 Aug-17 Sep-17 Oct-17

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months



Oeih/ery
Month

Nov-14

Doc-14

Jan-IS

Fel)-15

Mar-15

Winter 14/15
Storage Gas

Excluding Storage Gas
Including Storage Gas

[Target Levels 8y Octot)er

Apr-15
May-15
Jun-15

Jul-15

Aug-15
Sep-15
Get-15

Summer 2015

Target Levels By March 31~

Nov-15

Dec-15

Jan-16

Feb-16

Mar-16

Winter 15/16
[Target Levels By October

Apr-16
May-16
Jun-16

Jul-16

Aug-18
Sep-16
Get-16

Summer 2016
Target Levels By March 31.2015

Nov-16

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17
[Target Levels By October

/\pr-17

May-17
Jun-17

Jul-17

Aug-17
Sep-17
Oct-17

Summer 2017

Target Levels By March 31,2015

Duk« Energy Kentucky
Hedging Program
Current Position

System
Supply

Oth/mo

Hedged to Date NextTarget (10/31/14)
Total Required

dth/day
Allowed

dth/dayOth/day Oth/mo

yo
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Hedging Strategy
Current Position • June 24,2014

Duke Energy Ohio
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Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017

Duke Energy Kentucky

Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017

a Target ^»Base • Swing • Storage -Hedged
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price

Last Year |

(2013-2014)

PIRA

23-Jun-14
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Hedged Prices5-yr. avg.

(09/10-13/14)

EIA NYMEX

10-Jun-14 26-Jurv14

$4,590 $4,575

$4,520 $4,583

$4,520 $4,557

$4,530 $4,553

$4,600 $4,584

$4,730 $4,649

$4,760 $4,716

$4,620 $4,665

$4,490 $4,565

$4,220 $4,135

$4,130 $4,107

$4,320 $4,128

$4,503 $4,485
$4,404 $4,377
$4,640 $4,636

Ohio Kentucky

Jul

Sep
Oct

Noy
Dec

Jan

'Feb"'
Mar

Apr

Jun

12 Month Avg

$3.90

$3.80

$3.31

$3.57

$3.61

$3.93

$4.18

$4.21

$3.87

$3.77

$3.93

$3.94

$3.83
Summer Average
Winter Average

$3.71

$3.46

$3.57

$3.50

$3.50

$3.82

$4.41

$5.56

$4.86

$4.58

$4.80

$4.62

$4.20

/a
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EarthSatsOrfi Outlook
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mAMM
Wednesday, June 25,2cfi4.

JijlvL20t4iI

Updated:
Jun 25,2014

lOapartura from 1981-2010 normal ('F)

MeteorologjbtS! PV/BH/SS WEATHER SERVICES

Departure from 1981-2010 normal (*F)

Updated:
Jun 25,2014

1^5.0•>3.0to+4.9134-2.0to>2.9 O>1.0to>1.9 ...Q...
I I•4).9 to 0.9

; Previous

ilJaM

Hotter Interior West

Warmer in the East

The July oUlook lakes on more warm changes this week. Below normal
coverage over the mid-continent Is reduced again today with the cooler
than nonnal conditions removed from the eastern Ohio Valley into the
East. The West stdfts a bn hotter as weU. With a lack of notable cool
influences on the pattem the outlook favors a look more similar to what
has been observed in June. This warm-titted variabilityIs favored to
persist at least into the first week or two of July, where a round of early
month heat Is expected in the East and cool air remains mostly absent
elsewhere. Model guidance continues to show a hotter threat lingering
over the East where marginal ridging could persist. This model-based
threat, along with the potential for the warm-leaning pattem of June to
continue, suggests the final July number could lie closer to the 10 year
normal, similar to how June is set to finish.

Jul PWCDD" Forecasts

Jul 2014 Fcst: 350.0

Change: 4-10

*10Y Normal '04-13

10Y Normal* 3S7.a

30Y Normal 338.2

Jul-2013 350.2

"NMiona Pop-WalghMd COO*

•1.0 to-1.9

Previous

•2.0 to -2.9 -3.0 to -4.9

More Limited Coot Anomalies

in Midwest

Slightly Warmer West

The August outlook continues to trend warmer this week with belows
now more limited to the northwestern Midwest arid the northern Plains.
Warm trends were also seen in the Mid-Atlantic with the zero(O) line
edging northward while aboves were slightly more expansive In the
West. The warm changes come with increased uncertainty regarding
tlte strength and tkning of the developing El Niflo. El Nino conditions
are still expected to eventually develop, but a recent slowdown in the
warming of the tropical Pacific gives pause to the idea that significant
impacts from El Nino would be seen by August. This uncertainty Is also
echoed In some of the model guidance which continues to show
warmer, or hotter, threats across portions of the South and East. The
greatest confidence still lies in the West where hot conditions are
favored to persist.

Aug PWCOD** Forecasts

Aug 2014 Fcst: 315.0

Change: 4-10

r®rh*»a«'j.-n*rArj|" "

•lOY Normal '04-13

10Y Normal* 327.8

30Y Normal 311.8

Aug-2013 306.6

**Nat)Onil CODi

MDA Infoi-inaliun Sy.slcni.s LLC 820 West DiamotiJ Ave, Suite 3<K), Oaillicfsburg,
rej 240-833-830Q F.%x 240-8.33-8301 ; mvw.iiuJaits.conV- • ©2014 [029000000107.1]
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EarthSat 6-10 Day Forecast—Detailed

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

mMorT

m

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

7/10

Day 6: Tuesday, Jul 1

Day 7: Wednesday, Jul 2

vaAfmnstKitcis

Plenty Of Heat Early Across Northeast/Mid-Atlantic

Cold Front Brings Belows To Midwest

A cokJ front will advance through the Midwest during the early
part of the periodand will continue to filter incooler tempera
tures in its wake. Temperatures have trended cooler with to
days forecast, but significantcool air Is still not expected for
more than a day or so. There Is a risk to the cooler side with
this air mass though as the European operational model is
most aggressive with this cooler air mass. Early Inthe period
there will be heat across the Mid-Atlantic and Northeast, mostly
In the form of moderate above normal anomalies. Isolated
much aboves are possible within both areas, but the current
forecast is hotter than most models. Meanwhile, the West
holds onto the heat throughout most of the perloid.

Previous

Forecast

Forecast

Confidence

6/10

Day 8: Thursday, Jul 3

f Day 9: Friday, Jul 4 1 |l Day 10: Saturday, Jul 5" ' " ^̂ 1
Previous

Forecast:

Forecast

Confidence:

6/10 fUi
1

-8 1 - -5 A +8 MA+15 SA

MDA Intbnnation Systems i.l.C 820 West Diatnoiiil .Ave, Snili; lou, CJailliurslnirg. Ml) •21)878
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Weekly Natural Gas Storage Report - EIA

U.S. Energy Information
^ J. Ct> Administration

Weekly Natural Ga.s Storage Report
farw««k»ndlngAiM20,3014 j Jw » 20M tgl in M urn | Naxf 3 ?0i4

Summary tent CSV JSNWoffcIng qm»In undarground ttongt, lowtr 46 ttatta

HIatoricai Comparttona

Sloeka
billion cubic feet (Bcf)

Year ago
(06/20/13)

5-Year avsrage
(2008-2013)

Rsflon 06/20/14 owia/i4 net Chang# implied flow (»eO % change (Bel) % Chang#

6aat 658 790 66 68 1.135 •24.4 1.240 -308

Weal 315 298 17 17 431 -20.9 415 -24.1

Producing 6SS 831 25 25 954 31 2 996 -34.1

SaH 186 177 8 6 263 •29.7 208 -11.1

Nonealt 472 465 17 17 691 •31.7 787 -404

Total 1.829 1.719 110 110 2,519 -27.4 aj8i •314

Summary
Wofkir^gas in ttoraga waa 1.629 BcfM of Frktey.June 20. 2014. accordingto EIA estimate* Ttiisrepresents a net
increase of 110 Bel from the prevwiiS «veek Stocks were OM Bcf less than last year at this irme srvl 622 6cl b^ow the 5*
year average o12,651 Bel In the East Reopen, stocks were 382 Bcfbelow the S-ysar average lolowing net infectionsof66

Bcf Slocks in the Producing Region were 340 Bcfbelowthe 5-yaar average of 996 Bd after a net niection of 25 Bcf
Stocks in the West Region were 100 Bcfbekrwthe 5 year average after a net addition of 17 Bcf At t 829 Bcf,total
working gas is below 6ie 5-year hisioricet range.

weiMto »asai letdeyouin eiengHeepwB4w*hthe $.yeeniM»nen«wiiifW«mee

WliyicubcfSal

^imr rwMnue • mlrlrwwmni^
—to»sr«

^ —•j-jesrivsngs
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Pricing Issues

Prices to Stay Above $3/MMBtu: KPMG Poll-^une 25,2014

"Seventy-two percent of senior energy executives surveyed by accounting firm KPMG
think natural gas prices will stay above $3/MMBtu over the next 12 months, with almost
half believing prices will range between $3.75 and $4.50/MMBtu.

Mild Summer In Key Regions to Pressure Gas Prices, Boost Storage-^une 24,

Private forecaster WSI has forecasted below-normal temperatures in the Northeast,
North Central and Southwest regions in July and August which will help keep pressure
on natural gas prices and refill storage inventories depleted by a cold winter.

WSI also indicated above-normal temperatures are likely in the Southeast, Northwest
and South Central regions as El Nino conditions continue to develop in the Pacific.

ESAI Power has assessed the potentiai energy market impacts of the WSI's forecasts.
According to ESAI, outlooks will likely mean aggregate North American gas demand
next month is expected to be below normal due to the cooler-than-normal conditions.

"These mild summer temperatures should result in relatively soft energy prices,
particularly in the Northeast and Midwest markets. Natural gas prices in the Northeast
and Midwest wili continue to see significant discounts to Henry Hub due to mild weather
demand and continued production growth from Marcellus Shale."

"ESAI said that continued mild temperatures in the Midwest should help gas inventories
close the deficit to last year's storage levels. We expect generally mild temperatures
across the Consuming East region this summer will allow natural-gas inventories to
recover from the very large drawdown this past winter."

Moody's Raises 2014 Gas Price Assumption 13% to $4.50/MMBtu—June 20,2014

Citing a slow refill of gas storage, Moody's raised their gas price forecast 13% for the
rest of 2014 to $4.50/ MMBtu.

"Natural gas prices in North America will get a continued boost from a slow refill of
underground storage following a severe winter. Prices wili rise sharply if producers fail
to fill storage to about the 3.5 Tcf during the refill season."

n



KyPSC Case No. 2012-180
201S Annual Report PUBLIC

Page 83 of333

Moody's also raised its 2015 price6% to $4.25/MMBtu and left intact Its long-term
forecast of $4.00/MMBtu.

"Natural gas prices in North America will rise eventually, with demand from new
petrochemical plants and the start-up of facilities to liquidify and natural gas for export,
but not until later this decade."

DO
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Storage

Refill Worries Linger Despite Another Large Build—June 20,2014

The gas industry recorded triple-digit injections for a record 6*'' straight week. The
deficit from last year fell to 706 Bcf or 29.1%, while the deficit to the 5-year average of
2.57 TCF dropped to 851 Bcf, or 33.1%.

"The fact thatwe are in the middle ofJune and are still experiencing injections above
100 Bcf is encouraging. Thus, unless the country experiences an unusually hot July
and August or an abnormally early start to winter, we should be on pace to meet the 3.4
Tcf expectation." Someanalysts are still concerned aboutwhether growing
summertime heat will curb refills down the road.

"Despite much of the hoopla surrounding the big injections of the past month or so, the
US natural gas market still has a long way to go to rebuild itself to a comfortable level.
Right now, the 3.4 Tcf target that many have for the end of October balance is still being
threatened to the downside."

NextEra Energy Newsletter—Natural Gas Storage Outlook: Is a Glass
Half-Full Good Enough?—June 17,2014

According to NextEra, the lack of a much higher refill pace may be telling us two things:
first, that the market is much tighter than last year despite higher production levels—
there simply may not be more gas for storage injections, and/or second, that the market
may not be concerned that recent storage injections put the market on pace for a below-
average storage inventory heading into winter.

NextEra indicates that their conversations with market participant, there is growing
comfort with and end-of-October storage level closer to 3.6 Tcf. Yet, other's question
whether the market will truly be content with such a deficit once we are closer to winter.
History suggests that the market will continue to seek a storage level of between 3.6—
3.8 Tcf heading into the winter, even if the current pace of injections is for a storage
level in October well below this level.

NextEra estimates that the market is on pace to reach 3.45 Tcf at the end of October,
which is a 370 Bcf deficit from last year. The market has historically moved prices
higher on deficits at this level.

NextEra indicates that the market could achieve a storage level close to the historical
norm of 3.85 Tcf, but this would require gas prices of over $5/MMBtu to motivate

•21
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enough coal plant output. In addition, to get to the 3.6 Tcf inventory levels prices over
$5/MMBtu would be required according to NextEra.

EfA See US Gas Storage inventories Refifling to 3.42 Tcf by Heating
Season—June 10,2014

"The injection season began April somewhat slowly but has picked up in May, with
injections over the last 4 weeks totaling 444 Bcf. EIA now expects gas in storage to
reach 3.424 Tcf at the end of October, 392 Bcfbelow the same time last year but still a
level most analysts consider ample to begin the heating season."
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June 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA expects total natural gas consumption will average 72.5 Bcf/d in 2014. an increase of 1.7% from
2013. led by the industrial sector. In 2015. total natural gas consumption falls bv 0.2 Bcf/d as a return to
near-normal winter weather contributes to lower residential and commercial consumption. Higher
natural gas prices this year contribute to a 0.5% decline in natural eas consumption in the power sector
to 22.2 Bcf/d In 2014. EIA expects natural gas consumption in the power sector to increase to 23.0 Bcf/d
in 2015 with lower natural gas prices and the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production to grow bv an average rate of 4.0% in 2014 and 1.3% in

2015. Rapid natural gas productiongrowth in the Marcellus formation is contributing to falling natural
gas forward prices in the Northeast, which often fall below Henry Hub prices outside of peak winter
demand months. Consequently, some drilling activity may move away from the Marcellus back to Gulf
Coast plays such as the Haynesvilleand Barnett, where prices are closer to the Henry Hub spot price.

NOAA predicts a relatively auiet hurricane season this vear with near- to below-normal troolcal weather

activity in the Atlantic basin. Based on NOAA's projections, ElA's mean estimate is for 30 Bcfof natural
gas production in the federally administered Gulfof Mexico to be shut in at some point as a result of
disruptions during the 2013 hurricane season {see the 2014 Outlook for Gulf of Mexico Hurricane-
Related Production Outages). ElA's simulation results indicate a 69% probabilityof offshore natural gas
production experiencing outages during the 2014 hurricane season that are equal to or larger than the
6.7 Bcfof production shut in last season. Despite the potential for significant outages if a strong
hurricane were to pass through the GOM producing region, the overall effect on U.S. supply would not

be as severe as in past years because the share of total U.S. natural gas production originating in the

GOM has declined sharply. In 1997. 26% of the nation's natural gas was produced in the federal Gulf of

Mexico: bv 2013. that share had fallen to 5%.

Growing domestic production is expected to continue to put downward pressure on natural gas imports
from Canada. EIA projects net imports of 3.6 Bcf/d in 2014 and 3.1 Bcf/d in 2015, which would be the
lowest level since 1987. Liquefiednatural gas (LNG) imports have fallen over the past several years
because higher prices in Europe and Asia are more attractive to sellers than the relatively low prices in
the United States. Several companies are planning to build liquefaction capacity to export LNG from the
United States. Cheniere Energy's Sabine Pass facility is expected to be the first to liquefy natural gas
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produced in the Lower 48 states for export. It is scheduled tocome on line in stages beginning in late
2015.

Natural Gas Inventories.

Natural gas working inventories totaled 1,4998cfon May 30,which is737 Bcf lowerthan the same time
last year and 896 Bcf lower than the previous five-year (2009-2013) average. The iniection season began
April somewhat slowly, but has picked uo in Mav.with injections over the last four weeks totaling 444
Bcf. EIA expects working gas stocks will reach 3.424 Bcfat the end of October. 392 Bcflower than at the
same time last vear.

Crude Oil Prices

North Sea Brent crude oil spot prices averaged$110/bblin May, an increase of $2/bbi from April. This
was the 11th consecutive month inwhich average Brent crude oil spot prices fell within a relatively
narrow range of $107/bbl to $112/bbl. Reported record-high levels of Chinese crude oil imports in
recent months and the ongoing tensions in Libva and Ukraine contributed to the upward price pressure
for Brentcrude oil. China's net crude oil imports reached a reported 6.8 million bbl/d in April, compared
with an average of 5.6 million bbl/d during 2013. Highervolumes of crude oil imports and domestic
production are outpacing China's refining input, indicatingsome crude oil is being stored in strategic or
commercial reserves. The forecast Brent crude oil price averages 5l08/bbl in 2014. 52/bbi higher than in

last month's STEP, and $102/bbi in 2015.

3(
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Market Indlcatora Summary
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Price

Pressure
Term Comments

Page
Ref

Weather

Long Term Forecast (Aug 14~Oct 14)
—

Long

NCAA predicting atxrve average temperatures for August 2014-Octot)er
2014 for the southem portion of the CONLISas well as the East and West
coasts and below average temperatures in the upper midwest portion of
CONUS. In addition in mid-July, Duke's Meteorology Internal Outlook for
the August 2014 was updated. The report indicates an area of below
normal temperatures covering the Upper Midwest and parts of tfie Great
Lakes.

13

MidTerm Forecast (30-60 days) Long
August is predicted to be 8.4% colder than normal based on 10 year
normals and September weather Is predicted to be 7.8% colder tfian
normal.

14

Short Term Forecast (6-10 days) Short
Above normal temperatures in West Coast states. Normal and Below
normal temperatures over the rest of the CONUS for the period.

15

Storage Inventorv

EIAWeekly Storage Report t Long
Storage injections for the week ending July 18th were 90 Bcf. Storage
levels are at 2.219 TCF wtiich Is 20.2% lower ttian last year and 23.5%
lower than the 5 year average.

16

Industry Publications

PIRA Energy Grou^^^
Winter 2014/15; ••
Summer 2016:m||||||H

ti Long
GAS PRICE SCORECARD: May 2014-October 2014 Gas Price Outlook
"Bullish" based on fundamentals such as "Imports From Canada", 'US
Storage Levels', 'Industrial Sector', and 'Exports to Mexico'.

17-18

Gas Daily-Storage Long

Storage fears eased with storage at 2.2 Tcf at halfway point. Injections
atxive 5-year average for last 14weeks. Average w^ly injected of85.4
Bcf needed to reach 3.5 Tcf, Below normal temperatures are forecasted.
NYMEX tielow $4 for the first time since December. Bernstein Research
price forecast: 2014-$4.75, 2015-$4.50, 2017-$5.00. USB price
forecast: 20l4-$4.75,2015-$4.50. $3 gas prices willbring about
increased gas usage for electricity generation.

19-20

Gas Daily-Miscellaneous tj Long

LNG exports led to tripling of Aussie natural gas prices. Manufactures are
closing doors and power companies areswitchlnig tocoal. The problems
that plague Appalachian shale gas producers-lack of pipeline takeaway
and lack of national demand will ease by 2016. In September Marcellus
output willequal Qatar's national production.

21-22

Government Agencies

Energy Information Administration
Winter 2014/15: $4,694

Summer 2015: $4,389
t Long

The projected Henry Hub natural gas spot price averages $4.765/MMBtu
for 2014 and $4.502/MMBtu for 2015.

23

Technical Analysis ^
Winter 2014-15 Strip Chart ♦ Short Closed at $3.99 24

Summer 2015 Strip Chart ♦ Short Closed at $3.78 25
Winter 2015-16 Strip Chart Short Closed at $4.09 26
Summer 2016 Strip Chart ♦ Short Closed at $3.95 27

Winter 2016-17 Strip Chart ♦ Short Closed at $4.26 28
Summer 2017 Slrip Chart ♦ Short Closed at $4.13 29

Economy

Demand e—• Long

EIA projects total natural gas consumption willaverage 72.4 Bcf/d in 2014,
an increase of 1.4% from 2013, led by the industrial sector. 2015 gas
consumption falls by 0.3 Bcf/d biased on near-normal winter weather. 30

Supply Long
Total marketed production expected to increase by an average rate of
4.1% in 2014 and 1.2% in 2015.

30-31

Oil Market Long
Brent crude projected to average $110 per barrel In 2014 emd $105 per
barrel in 2015.

31

Meeting MInutea: 428 Annex Conference Room -1:00 pm
Attendees: Chuck WhiOock, MHch Mertln, Steve Ntedertyaumer

Discussedmarketfundamentals including weather,storage levels, PIRA and EIA priceforecasts, analysts projections of gas prices, amountof
supplyavailable, economic Influences on supplyand demand and tfie cumentpositionsof the DEK Hedging Programs. Significant discussions took
place regarding the dramatic drop in prices specificallythe Winter 14/15, Summer 2015 and Winter 15/16 Strips. The primarydriver of the
decrease in prices has been the strong storage injections over the past 14 weeks. Storage fears have eased and that has been reflectedin pricing.
Based on discussions, a decision was made that additional hedging is necessary at this time. Significant discussion took place regardingthe
amount and type of hedging that was recommended. Consensus was reached for the following; JJ^Dth/d (DEK) for Apr. 1,2015--Mar. 31,2016
a Costless Collar with a provided celling of



Load Forecast

City Gate Load Forecast (Mcf)
TOO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Wkhdrawals (Mcf)
Other "Withdrawals* (Mcf)
Total Withdrawals (Mcf)

Amount Hedned (dth/davl

Fixed Price

Fixed Price

Fixed Price

Foted Price

Fixed Price

Fixed FTice

Total Hedged
Total Hedged (dth)

Tvpee of Hedaina Products (11

Fixed Price

Pnce Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Arm Hedged with Storaoe @ CItv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Martlet (Dth)
Total Cmcl. Injections) (Dth)
% Hedged & Storage
Seasortal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Now-13®'' Dec-,13

Duk* Energy Kentucky
Hedging Program - Current Position

November 2013 - October 2014

As of 07/23/14

JaM4 Apr-14 May-14 atin-14 Jul-14
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Lfig^^StecgS!
City Gate Load Forecast (McQ
TOO FSS Injections (McO
Total Requirements (Mci)

TCO FSS WittKirawals(McQ
Ottier "Withdrawals' (McQ
Total Wittxfrawals (McQ

Amount Hedged (dth/davl

Fixed Price

Fixed Price

Fwed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dth)

Types ot HedqioQ Products ill

Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % ot System Supply

Amt Hedged witti Storaoe @ City Gate

Hedged (City Gate) (Olh)
Storage Withdrawal (0th)
Marltet (Dth)
Total Ond. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per typeof hedgingproductis 25%(orWinter monthsand 40%Summermonths.

Nov-14 Dec-14

Duke Enargy Kentucky
Hedging Program - Current Position

November 2014 - October 2015

As of 07/23/14

Jan-15 Feb-15 Mar-15 Apr-is May-15 Jun-15 Jiri-iS

m
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Load Forecaat

City Gate Load Forecast (Mcf)
TOO FSS Injections (Mcf)
Total Requirements (Mcf)

TOO FSS Withdrawals (Mcf)
Other *Withdrawals' (Mcf)
Total Withdrawals (McQ

Amount Hedged fdth/da'

Fwed Price (I
Fwed Price (j
TBO

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedoino Products (11

Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal %ofSystem Suipply

Amt Hedged with Storage (S CItv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total Ond- injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Nov-15 Dec-15

Duk* Energy Kentucky
Hedging Program • Current PoaNion

November 2015 - Octolier 2016

Ae of 07/23/14

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aua-16
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Load Forecast

Crty Gale Load Forecast (Mcf)
TOO FSS Injections (Mcf)
Total Requirements (McQ

TCO FSS Withdrawals (Mcf)
Other "Withdrawats* (Mcf)
Total Witftdrawals(Mcf)

Amount Hedoed fdth/dawt

TBO

TBO

TBO

Total Hedged (dih/day)
Total Hedged (dth)

Types of Hedolno Products m

Fixed Price

Price Caps
No-Cost Cottars

Embedded Hedged Cost
Winter

Summer

EstimatedSystem Supply (Gross)
Hedged % of System Supply
SeaaonM % of System Supply

Amt Hedoed with Storage ® Citv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (0th)
Market (0th)
Total (inci. Injectxms) (Dth)
% Hedged & Storage
Seasonal %

Nov-16 Oec-16

Ouka Energy Kentucky
Hedging Program - Current Poeition

November 2016 - October 2017

As of 07/23/14

Jan-17 Feb-17 Mar-17 Apr-17 May-17

(1) Maximum percentage allowed per type ofhedging product is25% for Winter months and 40% Summer months

Jun-17 Jul-17
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Delivery
Month

Nov-14

Doc-14

Jan-15

Fell-15

Mar-15

Winter 14/15

Storage Gas

Excluding Storage Gas
Including Storage Gas

Dukt Energy Kentucky
Hedging Program
Current Position

System
Supply
Dth/mo

Hedged to Date NextTarget (10/31/14)
Total Required Allowed

dth/day dth/dayOth/day DttVmo

Levels By October 31, 2014

Apr-15
May-15
Jun-15

Jul-15

Aug-15
Sep-15
Oct-15

Summer 2015

Target Levels By March 31

Nov-15

Dec-15

Jan-16

Fet>-16

Msa-ie

Winter 15/16
[Target Levels By October 31, 20l7

Apr-16
May-16
Jun-16

Jui-16

Aug-16
Sep-ie
Oct-18

Summer 2016

Target Levels By March 31

Nov-16

Dec-16

Jan-17

Fet>-17

Mar-17

Winter 16/17
ITarget Levels By Octeibe^l^OlT

Apr-17
May-17
Jun-17

Jul-17

Aug-17

Oct-17

Summer 2017

Target Levels By March 31, 2015

/o

7/23/2014
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Hedging Strategy
Current Position • July 23,2014

Duke Energy Ohio
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Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017

Duke Energy Kentucky

Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017

a Target ^Base • Swing • Storage -Hedged
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COMPARISON OF HISTORIC SPOT &PROJECTED PniCES2o,5f„tL?R"?ipuBuc
TO CURRENT FUTURES PRICES pTgTioi of333

AuR
Sep.
Get

Nov

Dec

Jan

Feb

Mar

Apr
May
Jun

jul

Historic Prices:

PIRA

23-Jun-14

EIA

8-JUI-14

$4,550

$4,560

$4,590

$4,650

$4,780

$4,810

$4,680

$4,550

$4,260

$4,160

$4,350

$4,460

NYMEX

25-Ju|.14

$3,828

$3,838

$3,847

$3,900

$3,974

$4,048

$4,054

$3,958

$3,750

$3,758

$3,771

5-yr. avg.

(09/10-13/14)

Last Year

(2013-2014)

$3.80 $3.46

$3.31 $3.57

$3.57 $3.50

$3.61 $3.50

$3.93 $3.82

$4.18 $4.41
$4.21 $5.56
$3.87 $4.86

$3.77 $4.58

$3.93 $4.80

$3.94 $4.62

$3.99 $4.40

12 MonthAvg $3.84 $4.25 $4,533 $3,877

Summer Average $4,419 $3,799
Winter Average $4,694 $3,987

/a

Hedged Prices

Ohio Kentucky
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Eai^liSat^0'6a I^atylOutlook
'• Jf 'i •

Wednesday, July 23,, 2014

Updated:
Jui 23,2014

l>^5.a

ft,Aieu«2ei4'

Dapartura from 1981-2010 normal (*F)

|f-3.0tOf-4.9[34-2.0to>2.9 •+1.0to+1.9 ...Q,,, fl-IO to.1.9
I I-0.9 to 0.9

r Previous
i ••.X c- / Much Cooler Central US

Remaining Hot in the West

Significant cooler trends are found In tt:ls vreek's August outloolc, with a
focus on tf)eCentral US. Aflera couple of monttu yvitti fairly weak
temperature anomalies, July has come with a more amplified pattern
lending to sutistantial coot anomalies across the mid-continer^ and
warm anomalies in the West. August is now expected to feature a
continuation of that pattern at least to some extent. This pattem results
from ridging over the north-central Pacific and over the higher latitudes
of Canada, withsome enhancement of these features potentially
coming from additional recurving typhoons In the west Pacific. The rise
InAAM and drop in ttie Q80 also support the big picture themes /
changes. This aM comes despite ENSO remaining neutral thus far,
limiting the direct influences of the anticipated El Niflo.

Aug PWCDD*' Forecasts

Aug 2014 Fcst: 300.0

Change: -18

•10Y Normal 04-13

ICY NormaP 327,6

30Y Normal 311,8

Aug-2013 306.6

"National Pop'SAlaigMad CODi

m

Meteorplog^tst PV/BH/S» WEATHBR SERVICES

Dapartura from 1981-2010 normal (*F)

Updated
Jul23,20l4

SaateP»Eiiir2f14

•2.0 to -2.9 -3.0 to. ^-5.0

Cooler Eastern Half

Heat Persists in the West

Coot changes continued into the September outlook with belows
appearing in the upper Midwest and rtegative normals expanding
elsewhere over the Eastern US. Confidence In tfte direct influences of
ENSO being a significant factor at this point is low, so the pattem looks
to remain fairly similar to that of the latter part of Summer w/ith ridging
persisting in the West while occasional cool shots are seen
downstream in the mid-continent. The outlook shows fairly decent
agreement with the latest CPS model, though that model extends cool
arramaBes a bH furtfier south and west into the southern Rockies. Risks
remain to the hotter side In California as drought conditions take their
toll and Santa Ana season begins.

Sep PWCDD** Forecasts

Sep 2014 Fcst: 170.0

Cliange: -8

MOY Normal '04-13

10Y Normal* 184.4

30Y Normal 172.6

Sep-2013 195.4

"Nationsl Pop*\A%t9hH»d CDOt

%
Wy ;j Final60 DayOutlQoli**'̂ >•... DayOutloolllb CtirTtif vkf1f Vfw*<#4i(7/wb

Jtip rorecasi for the rest of Ifie morith plusthe venficatidn of Ihe past 22 clays yiel
a mltch ccoier.looking map across the mid-cotttinerit and South withwidespread!
anompfles of below iiomtal seen; If aiSb yietehotabte heat in Ihe West wi^'
sarie reiativety sirong'anomalies in ihefJonhwest,.Great Basin, andCalifornia'.lg
While ihefinal July forecast shared a few slmiiorities'wtlh regards tothegeneral].,
l&attem, it certainly iir^efestinialed ihe magnitixle.ofihe airomalles ori both ends. isi
this current forecast out to July31 verifies; Julyvvould loial'316;3 PWCDDsii cooles

m.

m

' MDA Infurmnlion Systems LLC820 VVest Diamond Ave, Suite306, Gaithcrsliui-g, MD 20878^ '
Ter240-833-8300 Fax 240-833-8301^ www.ji)daiis.coin: ©2014 (029000000107.pdf^Version
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EarthSat 6-10 Day Forecast—Detailed
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mMDK'
'iMday, July25,2014

Previous

Forecast:

Forecast

Confidence:

9/10

Previous

Forecast:

Forecast

Confidence:

9/10

Previous

Forecast:

Forecast

Confidence:

8/10

Day 6: Wednesday, Jul 30

Day 7: Thursday, Jul 31

Day 9: Saturday, Aug 2

mm Meteorologist: Fy/A(^ WMAlMSKSCKVtCBS

South-Central Maintains MBs Through Mid-Period

The West Holds Onto Heat Early In Period - i

Strong cool air continues to dominate the forecast period with
some cooler adjustments still seen across the South and the
East Much below normal temperatures will drop Into the South
during the first half of the period as high pressure allows these
readings to fitter into the region. Even a portion of Texas will
take on much below normal anomalies. Cooler risks accompa
ny the peak of the cool air early. The early period comes with
some cooler changes In the East as more high pressure influ
ence is expected. Wet weather along the East may keep the
region toward the cooler side late. Any of the warmth is main
tained over the West through the early period, but even the
West is not as warm due to progression of the forecast.

Previous

Forecast:

Forecast

Confidence:

8/10

Day 8: Friday, Aug 1

I Day 10: Sunday, Aug 3 ^
1

Previous

Forecast:

Forecast

Confidence:

7/10 ^^MDA - ^

A +8 MA+15 SA

Ml);\ liifonnation .Syslfius f.l.C VVi,-sl Diainoml ,\\c. SuiteCalllu.isbing. MO 1X78
i'el I'.ix ' wvvw.nuliiiis.ntm (C'-jouj -VVrsiDii



Weekly Natural Gas Storage Report - EIA

eia
U.S. Energy Information
Administration

Weekly Natural Ga.s Storage Report
torwMfe MHttngJuly 18,2414 { flelwwd; July24 20M ct lO.JOdini | Nant RolvaM: .luiy J1 2014

Summ^ t»irt CSV jSNWortiIng qm in underground ftorago, Imror 4d otatM

Histcriod Comp«n»oA4

Stock*
MHon cubic toM (Bcf)

Yoorogo
(07/1S/13)

S-Vmk average
(2009-2013)

Region 07/tW1« 07/11/14 (nai change Impflad flow (Bo9 % change (Bcf) % change

Eaet 1,100 1.044 56 56 1.302 •15.5 1.410 -22 5

Weat 369 366 11 t1 464 •19.7 440 -179

Producing 750 727 23 23 1.023 •26.7 1.034 -275

Salt 207 201 6 6 274 •24.5 205 1 0

Nenaalt 543 525 11 IB 749 27.5 820 -34 5

Total 2,219 2,129 M 90 2.799 •20J 2.902 -23.6

Summary
Working QM in tiorage wet 2.219 BelM of F'ridey.July IB. 2014. according lo ElAeekmetaa The repretenti a net
increete of 90 Bel from the prtviout week Stock# were 5B1 Bd lese than laar year at fits ume and 683 Bcf below the 5>

year average of 3 902 Bcf IntheEaai Region stocka were 3l9 Bcfbelow aw Syear average following net tntectlonaof 56

Bcf Suxki in the Producing Region were 284 Bcf below VteS-year average of i .034 Bcf after e net mfecHonof 23 Bcf

Stocks in the West Region were 00 Bcfbelowthe 5-yoar aveiage after e net eddikon of 11 Bcf At2.219 Bcf. total working
gas Is bekiw the S-yaar historical range.

wormggeswuweeigittwutoiagtcornpaiaawi it« •rearmamamandneaiiwii

t«on oaiicfeal

U.S.WWI

Mole: TH« shaded area ndUes the range between tw Mslprfcalfnlrwwum end TTwudmwn veluee br tie weeklyeeifee ftom 3009
twnugh 2013

Seuree: Form ElA 912.'WeekfyUndetground NaMd flee Stotege Report' The dashed witeel Rwe Indfcaeecurrent end year-age

weeUy perkMfs

_ r . . _ I.
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! Jan-12
Feb-12

Mar-12

i Apr-12
! May-12
' Jun-12

I ^"'-•'2..
I Aug-12
i Sep-12
i Oct-12

Nov-12

Dec-12

Average
2012

Summer

! 2012 j

fWinter 2012-
1 2013

PIRA

North American Gas Price Overview

Per MMBTU

June 23,2014 Release

Jan-13

Feb-13

Mar-13

Apr-13"
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Storage Surges Past 2.2 Tcf at Halfway Point--July 25, 2014

Mild summer weather and strong as production have eased storage fears, with most
analyst upping their forecasts for end of season inventory levels due to the strong
injection season. Injections have been above the 5-year average for the last 14 weeks.

Many analysts who had predicted the level might reach 3.4 Tcf are now predicting 3.5
Tcf and higher. The industry has now injected about 1.4 Tcf since the end of March, or
an average of 87.3 Bcf/week. The deficit has been reduced by 31% to 683 Bcffrom the
992 Bcf at the end of March. It will take 85.4 Bcf/w to reach 3.5 Tcf by the end of
October.

WSI's August 7^ forecast is calling for above-normal temperatures only in a sliver of the
US from Nevada north to Montana. A larger area encompassing much of the South and
Midcontinent can expect below-normal temperatures.

"We have 99 days left until November -In 9 of the last 11 weeks, we've injected more
than 14 Bcf/d. All you have to do is look back at last year, when we had 16/Bcf/d
injection rates in September and October. If that milder weather pattem is sustained,
you could definitely come up with 3.6 Tcf or thereabouts in storage to start November"
according to Chris McGill of the American Gas Association.

PIRA~Gas Flash Weekly—July 21,2014

The NYMEX Henry Hub prompt contract settled below the $4 mark for the first time
since early December following another higher-than-expected weekly storage buikJ.

So far in 2014 there have been nine weekly injections at or above ICQ Bcf, compared to
only two last year. Moreover there were only eight 100+ injections from 2010-2013 in
total. Both the magnitude of such high weekly builds this year, as well as the
concentration in June and July—peak cooling months—underscore the increasingly
bearish forces weighing on gas prices. Indeed, the lofty heights injections have reached
highlight not only a lack of weather support thus far during the peak cooling period, but
also the overall weakness in weather-adjusted US electricity demand since the start of
the injection season.



KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 110 of333

$4.40-$5 Gas Needed to Fill Storage: Bernstein—July 14,2014

According to Bob Brackett an analyst with Bernstein Research, US natural gas prices
will range between $4.40 and $5/Mcf for the second half ofthis year, as gas storage
levels struggle to top 3.5 Tcf.

Brackett calls for an average price of $4.75/Mcf for this year, $4.50/ Mcf next year and
stretching to $5/Mcf by 2017.

Despite the fastest eight weeks of the filling in history, we are still slightly behind track to
reach minimum fill levels by mid-November, Bracket said ofhis contrarian views, noting
that futures strip prices are only In the mid-$4/Mcf range.

UBS is predicting gas prices will average $4.75/MMBtu in 2014, declining to
$4.50/MMBtu in 2015, as more power demand shifts to coal.

Analysts believe that when gas goes above $4/Mcf, power producers shift back to
cheaper coal.

The fundamental picture in the market hasn't changed. As natural gas gets cheaper it
becomes more attractive to power generators; however there isn't much demand for
power generation at the moment. Upward price potential continues to hinge on hotter.

Big July Injection Lifts Storage to 2.129 Tcf—July 18,2014

A 107-Bcf injection to storage came in well above expectations continuing a string of 13
weeks of above-average builds.

"The net injection of 107 Bcf was more than expected, implying a further weakening of
the background supply/demand balance, presumably on a further increase in supply",
said Tim Evans, analyst at Citi Futures Perspective. This has bearish implications for
storage injections going forward. "This mild weather is really putting the lid on most refill
concerns. We still have a long way to go with a lot of unknowns, but at this pace
topping 3.5 Tcf by the end of October shouldn't be a huge problem."

Aaron Calder, senior market analyst at Gelber &Associates predicted that $3 gas prices
"will bring about increased natural gas usage and this is the largest injection we'll see
until late September". However, the massive July injection shows the extent of the
recent production boom. The large injections will offer more winter cushion than
originally thought, but these low prices will bring about power generation demand and
cut into the excess supply.

DO
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LNG Exports Led to Tripling Aussie Gas Prices: Report—July 25,
2014

Australian gas prices have tripled as a result of the growth of LNG exports according to
the Industrial Energy Consumers of America (lECA). lECA is a vocai opponent of
increasing US exports of LNG.

"Even though Austraiia is the third largest producer of natural gas in the worid,
Austraiian natural gas prices have tripied in response to significant LNG exports. Like
the US, the Austraiian natural gas market was once a free market whereby domestic
supply and demand determined the price. Now, because of LNG exports, naturai gas
suppiiers have market power and can dictate higher prices. Austraiian manufactures
are closing their doors and power companies are taking action to switch from naturai
gas to coal."

Appalachian Shale Woes Gone by 2016: Anaiyst-^uly 18,2014

The problems that plague Appalachian shale gas producers—lack of pipeline takeaway
and lack of national demand—will ease by 2016, even as natural gas production
continues to grow at doubie-digit rates according to Canaccord Genuity.

Demand from gas-burning power plants, particularly in the PJM market, which straddles
the Marcellus and Utica shale's, will buffer gas prices as utilities repiace coal plants
retired by government policies.

Per PJM's iatest auction resuits, by 2018 new gas-fired generation in PJM results in
new gas demand of 2.7 Bcf/d with direct access to Utica and Marcellus gas.

"We anticipate the unprecedented upiift in naturai gas demand from domestic utiiities,
international power companies via LNG exports and multinational industrial companies
re-locating to the US Guif Coast wiii narrow the spread between Henry Hub and the
Appaiachian Basis points".

According to Canaccord, Appalachian gas production will more than double to 35 Bcf/d
by 2018 with the Utica Shale providing most of the additional supply coupled with a 10%
increase in well performance in the Marcellus.

Marcellus Output to Equal Qatar's: EIA Report—July 15, 2014

Marcellus Shale gas production is expected to hit 15.48 Bcf/d in August, a 247,000
Mcf/d increase from July to August. At the rate Marcellus production is increasing, it will

21
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surpass the national production of Qatar, the world's third largest gas producer, in
September.

"We see the potential that rising Marcellus production is poised to permanently disrupt
the traditional Gulf-based pricing paradigm according to BNP Paribas analyst Teri
Viswanath. With the eastern half of the US market increasingly dependent on the
Appalachian Basin, we see the possibility that a new supply proxy for this region will
emerge. If verified, Henry Hub may well be relegated as a supply proxyfor onlythe
Gulf and western markets."

Producers Will Return to Haynesville: Analyst—July 14,2014

The anticipated boom In the construction of oil and gas industry mega-projects in
Louisiana should push gas prices higher, providing producers with an incentive to turn
their attention once again to the dry-gas Haynesville Shale according to Loren Scott &
Associates.

About $90 billion worth of projects—including LNG facilities and petrochemical plants—
have been proposed to be built in South Louisiana in the 2013-17 time frame.

"I think it's going to put upward pressure on the price of natural gas. All it has to do is
get a little above $5/MMBtu—and right now it's at about $4.50—and suddenly you're
going to have all those firms coming back to the Haynesville Shale because there's just
a ton of natural gas there."

in recent years, drilling has declined significantly in Haynesville, as drillers moved their
rigs to oilier and more liquids-rich plays such as the Eagle Ford Shale of South Texas.
Another factor working against the Haynesville is that it is a deep-shale play, with
relatively high drilling costs.
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Independent Statistics & Analysis

^1 /jk 1 U.S. Energy Information
t-Ld Administration
July 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA expects total natural gas consumption will average 72.4 Bcf/d in 2014. an increase of 1.4% from

2013. led bv the industrial sector. In 2015. total natural gas consumption falls bv 0.3 Bcf/d as a return to

near-normal winter weather contributes to lower residential and commercial consumption. Higher

natural gas prices this year contribute to a 1.1% decline in natural gas consumption In the oower sector

to 22.1 Bcf/d in 2014. EIA expects natural gas consumption in the power sector to increase to 22.8 Bcf/d
in 2015 with lower natural gas prices and the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production to grow bv an average rate of 4.1% In 2014 and 1.2% in

2015. Rapid natural gas production growth In the Marcellus formation has contributed to low natural
gas forward prices in the Northeast, and as a result new infrastructure has been proposed to take gas to
other market regions. In June, the eastward-flowing Rockies Express Pipeline (REXl began service on its

Seneca Lateral pipeline, which will take Marcellus gas westward to the Midwest. REX's parent company,
Tallgrass Energy, plans to add bidirectional capability on a significant portion of REX's easternmost
segment.

Growing domestic production is expected to continue to put downward pressure on natural gas imports
from Canada. EIA projects net imports of 3.7 Bcf/d in 2014 and 3.1 Bcf/d In 2015, which would be the
lowest level since 1987. Liquefied natural gas (LNG) imports have fallen over the past several years
because higher prices in Europe and Asia are more attractive to sellers than the relatively low prices in
the United States. Several companies are planning to build liquefaction capacity to export LNG from the
United States. Cheniere Energy's Sabine Pass facility is expected to be the first to liquefy natural gas
produced in the Lower 48 states for export. It is scheduled to come online in stages beginning in late
2015.

Natural Gas Inventories.

Natural gas working Inventories totaled 1,929 Bcfas of June 27, which was 666 Bcf lower than the same
time last year and 790 Bcflower than the previous five-year (2009-2013) average. The iniectlon season
began somewhat slowlv in April, but picked up in Mav and June with more than 1 Tcf was added to

storage, EIA expects working gas stocks will reach around 3.430 Bcf at the end of October. 380 Bcf lower

than at the same time last year.
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Crude Oil Prices
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North Sea Brent crude oil soot prices averaged Sll2/bbl in June, an increase of $2/bbl from Mav. This
was the 12th consecutive month in which average Brent crude oil spot prices fell within a relatively
narrow range of $107/bbl to $112/bbl. The escalating conflict in iraa. continued record-hieh levels of
Chinese crude oil imports in 2014. and ongoing delavs to Libvan oil exports have contributed to upward
price pressure. The forecast Brent crude oil orice averages SllQ/bbI in 2014. $2/bbl higher than
estimated for 2014 in last month's STEP, and $105/bbl in 2015. which is S3/bbl higher than in last
month's STEP.

The WTI crude oil soot price increased from an average of Sl02/bbl in Mav to $106/bbl in June. Driven
in part by the relocation of crude oil to refining centers along the GulfCoast through new pipelines,
crude oil inventory levels at the Cushing, Oklahoma, storage hub, the delivery point for WTI, have fallen
by more than half since the start of the year, from 42 million barrels on January 24 to below 21 million
barrels on June 27, the lowest level since November 2008. The discount of WTI crude oil to Brent crude
oil, whichaveraged more than $13/bbl from November 2013 through January 2014, has since fallen to
$6/bbl inJune.The U.S. Commerce Department's Bureauof Industry and Security (BIS) recently
authorized two companies to export stabilized lease condensate processed in a distillation tower. EIA
now expects the discount of WTI to Brent crude oil to average $9/bbl in the second half of 2014. which

is Sl/bbI lower than last month's STEP. EIAexpects the discount to average SlO/bbI in 2015.

31
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Price

Pressure
Term Comments

Page
Ref

Weather

Long Term Forecast (Aug 14--0ct 14) Long

NCAA predicting at>ove average temperatures forAugust2014-October
2014 for the southern portion of the CONUS as well as the East and West
coasts and below average temperatures in the upper midwest portion of
CONUS.

13

MidTerm Forecast (30-60 days) Long
September Is predictedto be 10.5%colder than normal based on 10 year
normals and October weather is predicted to be 9.1% colder than normal. 14

Short Term Forecast (6-10 days) Short
Above normal temperatures early in the period In Central US. Normaland
Below normal temperatures over the CONUS later in the period. 15

Tropical Storm Activity Short

National Hurricane Center states that conditions are expected to be
conductive for the development of a tropical depression duringthe next
day or tvm. Formation chance through 48 hours-50%. Formation chance
through 5 dav8-70%.

Storage Inventory

EIAWeekly Storage Report t Long
Storage injections for the weekendingAugust8th were 78 Bcf. Storage
leveis are at 2.467 TCF which is 17.7% lower than last year and 18.9%
lower than the 5 vear averaoe.

16

Industry Pulillcatiofw

PiRA Energy Group^^^
Winter 2014/15:JH||H|
Summer 201S:

i Long
EARLY BIRD GAS PRICE SCORECARD: 2015 Gas Price Outlook
'Bearish' based on fundamentals such as Tower 48 Gas Production', 'US
Storage Levels", and "Residential/Commerciar.

17-18

Gas DaMy-Qas Price Predictions i Long

Another price bloiMut may be coming this year as Appalachian shale gas
production from the region overwhelms demand. The area has about 4
Bcf/d or 40% higher production than two years ago, the area in the near-
term is materially oversupplled. FBR gas price forecast has been
adjusted down for the rest of 2014 from $4.50/Mcf to $4.00/Mcf.

19

Gas Daily-Miscellaneous Long

A survey of electric executives Indicates growth in natural gas generation,
greater distributed generation, replacemem of coal and nuclear generation
and stagnant load growth in the next 10 years. MarceRus shale production
exceeded 15 Bcf/d. Production from that region has increased from 2
Bcf/d to Its current rate in four years. US demand should grow between
12.5 Bcf/d to 19.5 Bcf/d in the next 10 years according to BP. LNG
exports to account for the bulk of the increase, but the earliest Increases
wiU come from the industrial sector as It responds to the market signal of
$4/Mcf gas.

20-21

Goyemment Aoenclea

Energy Information Administration
Winter 2014/15: $4,114
Summer 2015: S3.901

u Long
The projected Henry Hub natural gas spot price averages $4.458/MMBtu
for 2014 and $3.995/MMBtu for 2015.

22

Technical Analysis
Winter 2014-15 Strlo Chart -4 • Short Closed at $4.04 23
Summer 2015 Strip Ctiart < • Short Closed at $3.82 24

Winter 2015-16 Strip Chart -4 • Short Closed at $4.12 25

Summer 2016 Strip Chart 4^ Short Closed at $3.97 26

Winter 2016-17 Strip Chart ^ • Short Closed at $4.28 27
Summer 2017 Strip Chart -4 • Short Closed at $4.11 28

Economy

Demand Long

EIAprojects total natural gas consumption will average 72.6 Bcf/d ki 2014,
an Increase of 1.7% from 2013, led by the industrial sector. 2015 gas
consumption increases by 0.4 Bcf/d based on continued growth in the
industrial sector.

29

Supply Long
Total marketed production expected to Increase by an average rate of
5.3% In 2014 and 2.1% in 2015.

29-30

Oil Market Long
Brent cmde projected to average $108 per barrel In 2014 and $105 per
barrel in 2015.

30

Moating MInutaa: 428 Annax Contaranca Room • 1:00 pm
Attendees: Jeff Kem, Joacfikn Fischesser, Rick Colvin, Mitch Martin, Steve NIederbaumer

Discussed marketfundementals including weather,storage, consumption, supply, winter and summer stripcharts, DEICs hedgingprogram as well
as analyst forecasts for future price movements. Discussionfocused on the level of storage and that the concern about the lowlevel resulting from
the extremly coldwinter has eased due to highlevelof storage injections. Inaddition, discussed the twodeals ttwl DukeKentucky entered into
since the last Hedging meeting. Called three suppliers to provide 2,000 dth/d for DEK for the period 4/1^015 -3/31/2016 atColumbia Quif
Mainline. The suppliers were asked to providea Floorfora Costless Collarwith a provided Ceiling of The suppliers and their bids were:

land! Floor was the lowest am epted. Inaddltiom_contacted||^^^Bto convert
FOMi supply at Texas GasZone 1toa fixed price for theWinter 14/15. Accepted ^^Hlprice ofi^Hfor^^lOth/d for Kentucky for the
period November2014~March 31,2015. BaMd on these factors a decision was made not to hedge additional volumes at this time.



Load Forecast

CityGale Load Forecast (McQ
TOO FSS Injections (Mcf)
Total Requirements (Mcf)

TOO FSS Withdravrais (Mcf)
Other "Withdrawals' (Mcf)
Total Withdrawals (M^

Amount Hedged fdtli/(

Fixed Pries

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Total Hedged
Total Hedged (dth)

Types of Hedoino Products fit

Fixed Price

Price Caps
No-Cost Collars

Emtredded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage ® Citv Gate

Hedged (City Gale) (Oih)
Storage Withdrawal (Dth)
Market (Dth)
Total (ind. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per typeofhedgin^oducU^Ss^^inteMTionth^n^O^^umrnenno^^

#

Duke Energy Kentucky
Hedging Program - Current Position

November 2013 - October 2014
As of oa/ia/2oi4

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 123 of 333

Aufl-14 Sep-14 Oa-14



Load Forecaet

City Gate Load Forecast (McQ
TCO FSS Injections (Met)
Total Flequirements (Mcf)

TCO FSS Withdrawals (Md)
Other Withdrawals (Mcf)
Total Withdrawals (Mcf)

Amount Hedoed

Fixed Price

Fixed Price

Fixed Price

Foted Price

Collar

Fixed Price

Fixed Price

Total Hedged (dttv/day)
Total Hedged (dth)

Types of Hedaino Products fit

Fixed Price

Pnce Caps
No-Cost Collars

Emtiedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedoed with Storage O Qtv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total Ond. Injections) ({}th)
% Hedged & Storage
Seasonal %

(t) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer montfis.

Nov-14 Oec-14

Ouke Energy Kentucky
Hedging Program • Current Poeitkm

Novemlter 2014 - Octolier 2015

Ae of 08/10/2014

Jan-15 Feb-IS Mar-is Apr-tS May-t5 Jun-tS JuFtS
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Load Forecast

City Gate Load Forecast (Mot)
TOO FSS Injections (McQ
Total Requirements (Mcf)

TOO FSS Withdrawals (Mcf)
Other Withdrawals (Mcf)
Total Withdrawals (Mcf)

Amount Hedoed

Feted Price (f
Foted

Collar

Total H(

Total Hedged (dth)

Types of Hedging Products fl>

Fixed Prkm

Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated EGC per Dth at City Gate

Estimated System Supply (Gioss)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage (g> City Gale

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total (iTKj. Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Nov-15 Oec-IS

Ouka Energy Kentucky
Hedging Program • Current Position

November 2015 - October 2015

As of 08/19/2014

Jan-16 Feb-16 Mar-16 Apr-18 May-16 Jun-16 Jul-16
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Load Foracast

City Gats Load Foracast (Mcf)
TOO FSS Injections (Mcf)
Totai Requirements (Mcf)

TOO FSS Witftdrawals (Mcf)
Other Withdrawals (Mcf)
Total Withdrawals (Mcf)

Amount Hedged (dth/day)
TBO

TBO

TBD

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hadoino ProducU fit

Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Coat
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hadoed with Storage & CItv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total futcl. injections) (Dth)
% Hedged &Storage
Seasonal %

Nov-16 Dec-16

Duka Enargy Kantucky
Hadging Program - Currant Position

Novambar 2016 - Octobar 2017

As of 06/19/2014

Jan-17 Feb-17 Mar-17 Apr-17 May-17

(1) Maximum percentage allowad per typo of hedging product Is 25% for Winter months and 40% Summer months,

Jun-17
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#

Deiivery
Month

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

Winter 14/15

Storage Gas

Excluding Storage Gas
Including Storage Gas

[Target Levels By October 31,2oT4

Apr-15
May-15
Jun-15

Jul-15

Aug-15
Sep-lS
Oct-15

Summer 2015

Target Levels By March 31

Nov-15

Dec-is

Jan-16

Feb-ie

Mar-16

Winter 15/16

Duka Energy Kentucky
Hedging Program
Currant Position

System
Suppiy
Dth/mo

Hedged to Date

Total

Dth/day Dth/mo

Levels By Octotier 31, 2014

Apr-16
May-16
Jun-16

Jui-16

Aug-16
Sep-16
Get-16

Summer 2016

Target Levels By March 31

Nov-16

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

[Target Levels By October 31, 2014

May-17
Jun-17

JuH7

Aug-17

Get-17

Summer 2017

Target Levels By March 31

10

Next Target (10/31/14)
Required Allowed
dth/day dth/day
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Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017

Duke Energy Kentucky

Winter 14/15 Summer Winter 15/16 Summer Winter 16/17 Summer
2015 2016 2017
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES

TO CURRENT FUTURES PRICES

Historic Prices:

NYMEX Closing Price
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Hedged Prices5-yr. avg. Last Year

(OWIO-13^14) (2013-2014)

$3.31 $3.57

$3.57 $3.50

$3.61 $3.50

$3.93 $3.82

$4.18 $3.35

$4.21 $3.23

$3.87 $3.43

$3.77 $3.98

$3.93 $4.15

$3.94 $4.15

$3.99 $3.71

$3.88 $3.46

$3.85 $3.65

PIRA

25-Jul-14

EIA NYMEX

8-Jul-14 21-Aug-14

$4,560 $3,906

$4,590 $3,940

$4,650 $4,010

$4,780 $4,110

$4,810 $4,177

$4,680 $4,212

$4,550 $4,093

$4,260 $3,841

$4,160 $3,830

$4,350 $3,837

$4,460 $3,836

$4,480 $3,849

$4,528 $3,970

$4,409 $3,863
$4,694 $4,120

Ohio Kentucky

Sep

Nov

P®?.
Jan

Feb

Mar

Apr

Jun

Jui'

12 Month Avg
Summer Average
Winter Average

/a
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EarthSat 30-60 Day Outlook
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mMDM
We^esday, August 20,2014

KWWBWB Departura from 1981-2010 normal (°F)m

Updated:
Aug 20,2014

Meteorolog^ts: KT/BH/SS WEATHCR SERVICES

Departure from 1981-2010 normal (°F)

1^5.0 ••>•3.0 to *4.9 H •>•2.0 to +2.9 .Oto^fl.9 0 •1.0 to-1.9 I-2.0 to-2.9 • -3.0 to-4.9 • S-5.0

I I-0.9 to 0.9

VIOUS
General pattern remains

unchanged

Warmth still based out West

The September outlook Is mostly unchanged except for a slight
reduction of the +2F area in the Northwest. Tfte overall pattem is
generally consistent with what has been experienced through most of
the summer with heat remaining focused in the West while cool
opportunities are seen across the eastern half of the US with below
normal temperatures expected In the upper Midwest. Overall
confidence remains limited as Ei Niho continues to flounder and is
unlikely to be a significantfactor by September. A negative NAG may
be a marginal pattem driver at least at the start of the month, lending to
cool potential in the upper Midwest and East, while a continued
negative SOi also lends to cool risks. Meanwhile, the ECMWF weeklies
showed cool potential across the northern tier through the first half of
the month and warm potential in the South.

Sep PWCDD** Forecasts

Sep 2014 Fcst:

No Change

*10Y Normal '04-13

10Y Normal* 184.4

30Y Normal 172.6

Sep-2013 195.4

-NaUonil Pop-Waightad CDDa

Previous No changes to the forecast

Uncertainty with El NIho limits
confidence

The October outlook remains unchanged, but forecast confidence
continues to decrease as the development of Ei Nifto remains very
uncertain. The forecast includes somev4iat of a persistent pattem, but
one that would gain some support if El Nifto did develop by October as
Ei Nifto correlates strongly with cool conditions in the mid-continent.
However, if El Nifto does not develop, the main pattem driver becomes
quite uncertain. One teleconnection that could become a more
significant pattem driver heading into the cold season in Heuof El Nifto
is the QBO which has been trending strongly negative over the past few
monttis. A negative QBO has a fairly weak correlation in Fall versus the
tAfinter, but does have at least some correlation with a pattem that is
nearly opposite of the current forecast with warmth in the mid-continent
and East and cool conditions in the West.

Oct GWHDD** Forecasts

Oct 2014 Fcst:

Get PWCDD** Fcst

83 (30 Y N 57.9)
No Change

MOY Normal '04-13

ICY Normal* 279.6

30Y Normal 289.7

Oct-2013 276.0

-Natfone Pop-Watghled CODs

• FiHBI 60 Day OutiOOk ' rmai JU v,uiictn i|f3;: With ifie currenl forecast new valid out to ttie end of the month we haveabetter /•
fe idea of what August wlli look like and it's a pattern that shows some notatjie dlifer... i-

I, ences from our 30/60 forecast. We did captine the idea of heat in ItreWest Coast ~ *
gs-.'bul v/e trad beiows centered over the mid-cpntinent when .nfact thecoolest ancn^ltV
fefalies took to bein tlie East and in ttre Interior West \.vhlie the Midv/est and Soutir TtJ

Final 30 Day Outlooll, Current vcttfr forecast

^icomein wanner than forecast. The current forecast sirows 310.8 PWCDDs for.
Augiisl just a hair cooter of tlie 30 year normal of 311.8, cooler than lite 10 year

MDA fiifoi'inalicin Sy.stcni.s LLC 8ai) West Diamond Ave, Suite 300, Gaithersburg. MD '26878
Tel •24f)-8:33-8;300 Fax 240-8;3;3-8:30i wwrw.nuiaus.coni ©2014 l()29000000i07.ptlf—Veision 2.3J



EarthSat 6-10 Day Forecast—Detailed
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mMDMT
wtAfHiK sgmncgs/nmrgday, Aiig^t 21.2014

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

7/10

Day 6: Tuesday, Aug 26

Day 7: Wednesday, Aug 27

9: Friday, Aug 29

Previous

Forecast:

Forecast

Confidence:

6/10

B
..r-

gJ* V • IS''!'

, Brief Northeast Warmth Mid-Period

The trough diving into the CentralU.S. during the course of the
forecast period is less Impressive compared toyesterday's out
look, which yields warmer readings acrossthe Midwest during
the latter partofthe period. Above normal readings only linger
along the Midwest through the first halfof the period, but there
Is a warm risk to the Midwest late as the European operational
model Is muchwarmerin the Midwest. The warmerpush into
the Northeast is lacking widespread above normal anomalies
during the latter stages ofthe period. Another trough entering
the Pacific Northwest late permits cooler air to filter Into the
region for then. A potential tropical system Is not expected to
threaten the South as its track has shifted more to the east

Previous

Forecast:

Forecast

Confidence:

7/10

Previous

Forecast:

Forecast

Confidence:

6/10

Day 8: Thursday, Aug 28

Day 10: Saturday, Aug 30

n. A +8 MA+15 SA

.MI)A Inl'oriiialioii Syslciiis LLC S-o WV.st Dianinnil Am-. Suilc .iOO. Gaitlurshiirn. Ml) 1^0878
'l\'l i'ax J4()-8:;;!-8;;(U uu\» .iiiilaus.i<im (oLfyounoi ioiu'j.ihII—Version ;{,i |
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Weekly Natural Gas Storage Report - EIA

^ ' U.S. Energy Information^JLd Administration

Weekly Natural Gas Storage Report
lor WMk #ndirtO AU0U^ t. 2014 i ftoloMod: A(j«uu U. ?0i4m Am | N««t RoIm**: Al>ouU 2t 20f«

Sommary tent CSV JSNWorfctng9M In undorground oterogt, lowor 41 otatto

Stock*

Mtton cuCkcI**! (Bel)

Htatoficol CompartMA*

Y**r ago
(0eA>6/13)

S-V*wev*fig*
(2009-2013)

naglaa OBAlVta 08/01/14 rtatchangt> Imgllad Seat (»€#) % change (Bef> % Chang*

Eaat 1.27/ 1,219 58 58 1.452 •12.1 1.547 -175

Waal 396 387 ft t1 493 •leui 464 •142

Producing 792 783 9 9 1.0S2 -24.7 1.031 -232

Salt 213 212 1 1 202 -18.7 188 127

Nonsalt 980 570 10 10 791 •26.7 841 -310

Totd 2.487 2,388 79 7f 2.987 -17.7 3.043 •i&i

Summary
Wofkingqm in Mvag* was 2,467 Bcfat of Frkl^. August 8,2014. accorckngto £1AotnrnaiM This repretents a n*i
NKresB* of 78 Bel from ih* praviout w**k.Stocks war* 530 Bel lest than last year at tfiis ume and 575 Bd below lha 5-
year average of 3 042 Bet in the East Region,ttock*were 270 Bel belowt>a 5 year averaga loOowmg net mieclnna d SB
Bet Stockt in ttie ProducingRegionwere 238 Bd belowthe 5 year averaged t.03l Bd etier a net mtecHon d 9 Bd
Slodu intheWealRagion weia66 Betbaiow the5 yaaraveragaattara rtataddiiion ot 11 Bd At2.467Bet.totalworking
gaa it below the 5 year htslofical ranga.

/rorldiggaainunaaigrauna aoragaeonweewan tfia a-resrrmamtfTivMimftmait

•ywiMeiiiue •

Note: Ths diaded arsa iwdloat— Sis range between tw httiortcai mbivnumand nuuimum vcluee lor die weekV Mrles kom 200*
iVDugh 2013

Source: Form ElA-ei7. Veeidy UrulefgrourvlNeMel Gea Storage Report * the dashed vertcal knee Mnde outrent wid yeer ego

weeidir parkxte

All rv/\«r/«ifee/nr»c Kiml
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North American Gas Price Overview

Per MMBTU

July 25,2014 Release
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North American Gas Forecast Monthly

July 25, 2014
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NATURAL GAS

EARLY BIRD U.S. GAS PRICE SCORECARD: 2015

Bearish Neutral Bittsh

PIRA Energy Group. 3 Park Avenue, 26"Floor, New York. NY 10016-5989 fTeO 212-686-6808 (Fax) 212-686-6628 www.plra.com
For authorized subscribers only. Copyright 0 2014 PIRAEnergy Group. All rights reserved.
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Gas Price Predictions

Worst is Yet to Come for Appalachian Gas Prlces:FBR—August 18,
2014

Another price blowout may be coming this year as Appalachian shale gas production
from the region overwhelms demand.

"With the backdrop of about 4 Bcf/d or 40% higher area production than two years ago,
the area is near-term materially oversupplied; as such, we believe the worst of realized
prices for the Northeast are yet to come" according FBR Capital.

"If winter does not show up, the consequences on regional oversupply could be
significant, and importantly it would take a long while to equilibrate as summer electric
demand in the Northeast is simply not elastic enough to absorb gas left over from high
spot production plus high current storage plus a warm winter."

FBR gas price forecast has been adjusted down for the rest of 2014 from $4.50/Mcf to
$4.00.

/9
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Miscellaneous Information

Utilities Eye Generation Replacement Options—August 14, 2014

In a report from consulting firm Black &Veatch, electric executives see the growth of
natural gas generation, greater distributed generation, replacement of coal and nuclear
generation, and stagnant load growth in the next 10 years. 43% of the respondents
have indicated that load growth rates have not returned to historical levels since the
economicdownturn of 2008. As a result, many utilities are holding off on large
Investments in generation.

The trend toward natural gas-fired generation remains strong over the next five years
with 50% of the respondents indicating they plan to replace retiring nuclear and coal
capacity with gas-fired generation.

"The report also found that industryexecutives are more concerned about cybersecurity
than they were in the past. Cybersecurity jumped from sixth into fourth place among the
top concerns in the industry, leaping over concern about aging infrastructure. Reliability
remained the top concern in the survey, with environmental regulation ranked second
and economic regulation ranked third."

Marcellus Production Passes 15 Bcf/d With a Whoie Lot More

Expected—August 6, 2014

For the first time, gas production from the Marcellus Shale exceeded 15 Bcf/d in July.
The Appalachian play continues to comprise a growing share of North American gas
output.

"The Marcellus region, mostly located in West Virginia and Pennsylvania, is the largest
producing shale basin in the United States, accounting for almost 40% of US shale gas
production and around 20% of total US gas output." Production from that region has
increased from 2 Bcf/d to its current in just over four years.

Driven by LNG, Industrials, US Demand to Grow 18%-28% by 2024:
BP—August 11, 2014

US demand for natural gas should grow between 12.5 Bcf/d to 19.5 Bcf/d, or 18% to
28%, In the next 10 years according to BP analyst Dawn Constanfin. LNG exports to
account for the bulk of increased demand, but the earliest increases will come from the

industrial sector as it responds to the market signal of $4/Mcf gas.

JO
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Constantin cautioned that most increases In demand have big risk associated with
regulatory approvals or finding the capital to finance new factories. "But $4/Mcf natural
gas prices sent a clear signal that big multinational industries need to build plants in
North America, and those plants will provide the first push to gas demand—2.5 Bcf/d in
the next two years."

"How you change demand in power is you change the rules, she said, saying thatabout
one-half ofall US coal plants aren'tcompliant with recent EPA emissions regulations.
She thinks gas demand will grow between 1 Bcf/d and 6 Bcf/d from the power sector as
utilities sort through their dispatch stack to toss coal plants that are too expensive to
bring into compliance."

DOE Finalizes Changes to LNG Export Review—August 15,2014

The Department of Energy has finalized changes to the process for reviewing
applications to export LNG to countries that do not have free trade agreements with the
US.

DOE will not wait for FERC to complete its environmental review of an LNG export
project before beginning workon an export authorization request. DOE had been
considering applications in the order in which they were filed.

"DOE makes public interest determinations for energy export projects, while FERC is
responsible for reviewing the export facility design, engineering and environmental
footprint—a far more detailed and lengthy review process than DOE's."
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Energy Information Administration

Henry Hub Pricing
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August 12,2014 Release
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Jan-12 2.67 Jan-13 3.33 Jan-14 4.71 Jan-15 4.23
, Feb-12 2.50 Feb-13 3.33 Feb-14 6.00 Feb-15 4.11
1' Mar-12 2.18 Mar-13 3.81 Mar-14 4.90 Mar-15 4.01
' " Apr-12 1.95 Apr-13 4.17 Apr-14 4.66 Apr-15 j 3.77
' May-12 2.43 May-13 4.04 May-14 4.58 May-15 : 3.70

Jun-12
>•

2.46 Jun-13 3.83 Jun-14 4.59 Jun-15 3.88
Jul-12 2.95 ; Jul-13 3.62 Jul-14 4.05 Jul-15 1 3.98

! Aug-12 2.84 Aug-13 3.43 Aug-14 3.90 Aug-15 • 3.98
i Sep-12 2.85 SeEh13 3.62 Sep-14 3.92 Sep-15 i 3.94
[ Oct-12 3.32 Oct-13 3.68 Oct-14 3.96 Oct-15 • 4.06
[ Nov-12 3.54 Nqv-13 3.64 Nov-14 4.04 Nov-15 1 4.11
1 Dec-12 3.34 Dec-13 4.24 Dec-14 4.18 Dec-15 ' 4.17

1 Average Average
1

Average
! 2012 $ 2.753 2013 $ 3.728 Average 2014 $ 4.458 2015 $ 3.995

Summer .

2012 '

Winter 2012-(

2013 ;

$ 2.686,

$ 3.470!

Summer

2013

Winter 2013-'

2014

$ 3.770:

$ 4.698;

Summer

2014

Winter 2014-

2015

$ 4.237

$ 4.114

Summer

2015
$ 3.901

Hedging Meeting 08-21-2014.xlsx 8/19/2014 EIA Price
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July 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIAexpects total natural gas consumption will average 72.6 Bcf/d in 2014. an increase of 1.7% from

2013. led by the Industrial sector. In 2015. total natural gas consumption Increases bv 0.4 Bcf/d as
continued industrial sector growth offsets lower residential and commercial consumption. Higher

natural eas prices this year contribute to a 2.2% decline in natural gas consumption in the power sector

to 21.8 Bcf/d in 2014. EIA expects natural gas consumption in the power sector to increase to 22.7 Bcf/d
in 2015 with lower natural gas prices and the retirement of some coal plants.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production to grow bv an annual rate of 5.3% in 2014 and 2.1% in

2015. STEP oroiects that strong increases in the Lower 48 states will offset Gulf of Mexico declines. As of

May 2014. the most recent month for which EIA data are available, marketed production was more than

4 Bcf/d greater than it was in Mav 2013. Rapid natural gas production growth in the Marceilus formation
has contributed to low natural gas forward prices in the Northeast, and as a result new infrastructure
has been proposed to take gas to other market regions. In June, the eastward-flowing Rockies Express
Pipeline (REX) began service on its Seneca Lateral, which will take Marceilus gas westward to the
Midwest, rex's parent company, Tallgrass Energy, plans to add bidirectional capability on a significant
portion of REX's easternmost segment.

Growing domestic production is expected to continue to out downward pressure on natural gas imports

from Canada, and increase exports to Mexico. As a result. EIA projects net imports to decline to 3.3

Bcf/d in 2014 and to 2.6 Bcf/d in 2015. Liquefied natural gas (LNG) imports have fallen over the past
several years because higher prices in Europe and Asia are more attractive to seilers than the relatively
low prices in the United States. Several companies are planning to build liquefaction capacity to export
LNG from the United States. Cheniere Energy's Sabine Pass facility is expected to be the first to liquefy
natural gas produced in the Lower 48 states for export. It is scheduled to come online in stages
beginning in late 2015.

Natural Gas Inventories.

Natural gas working Inventories totaled 2,389 Bcfas of August 1, which was 538 Bcf lower than the
same time last year and 608 Bcf lower than the previous five year (2009-13) average. The injection
season began somewhat slowly in April, but has continued at a strong pace, with injections averaging
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gbovg the five-vear average throuRhout most of the injection season. EIA exoects working gas stocks will
reach 3.463 Bcfat the end of October. 353 Bcf lower than at the same time last year.

Crude Oil Prices

North SeaBrent crudeoil spot prices averaged $107/bbl in July, a decrease of$5/bblfrom June. July was
the 13th consecutive month in which average Brentcrude oil spot prices fell within a relatively narrow
range of $107/bbl to $112/bbl. The forecast Brent crude oil price averages $108/bbl In 2014. Sl/bbI
lower than in last month's STEP, and $105/bbl in 2015. which is unchanged from last month's STEP.

The WTI crude oilspot price increased froman average of $102/bbl in May to $106/bbl inJune, before
falling to $104/bbl in July. Driven in part by the relocation of crude oil to refining centersalong the Gulf
Coast through new pipelines, crude oil inventory levels at the Gushing, Oklahoma, storage hub, the
futures market'sdelivery pointfor WTI, havefallen by more than halfsince early this year, from nearly
42 million barrels on January 24 to below 18 million barrels on July25, the lowest level since October
2008. The discount of WTI crude oil to Brent crude oil averaged more than Sl3/bbl from November

2013 through January 2014. Record high refinery runs contributed to the WTI discount falling to $3/bbl
in July, which was the same level seen during July2013 when refinery runs were similarly at their
seasonal peak for the year. EIA now expects the discount of WTI to Brent crude oil to average $7/bbl in
the second half of 2014 and $9/bbl in 2015. reductions of $2/bbl and 5l/bbl. resoectivelv. from last

month's STEP.

30
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Hadging Program
Markat Indicators Summary

Saptambar 25,2014
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Price

Pressure
Term Comments

Page
Ref

Weattwr

Ijtng Term Forecast (Dec 14-Feb 15)
—

Long
NCAA predicting above average temperatures for December 2014-
February 2015 from the west coast bisecting the CONUS through New
England. Below normal temperatures In Texas.

13

Mid Term Forecast (30-60 days) Long
October is predicted to be 1.9% colder than normal based on 10 year
normals and November weather is predicted to be 6.5% colder than
normal.

14

Short Term Forecast (6-10 days) Short
Above nomoal temperatures early In the period In Central US moving to
the East later In the period.

15

Tropical Storm Activity e—* Short Tropical cyclone fonnatlons not expected for the next 5 days.

Storage Inventory

EIAWeekly Storage Report t Long
Storage Irijections for the week ending September 19th were 97 Bcf.
Storage levels are at 2.988 TCF which Is 11.4% lower than last year and
12.5% lower than the 5 year averaae.

16

Industry Putillcatlona

PIRA Energy Group^^
Winter 2014/15:jmil
Summer 2015:

1 Long
U.S. GAS PRICE SCORECARD: November 2014 to March 2015- Gas

Price Outlook 'Bearish* based on fundamentals such as 'Lower 48 Gas

Production', "US Storage Levels", and "Residential/Commercial".
17-18

Gas Daily-Gas Price Predictions Long

Barclay's revised price target down 5% to $4.01 for 2015 citing production
gains will offset any demand Increase. Also citing gas supplies continuing
to outpace Increase In demand, Bernstein cut 2015 price forecast 11% to
$4/Mcf. According to Bernstein, there is light at the end of the tunnel but is
3 years away with Increased demand from LNG exports, Mexico exports
and EPA regulations tiecoming effective. Raymond James cut 2015 price
forecast from $4.25/MMBtu to $3.65/MMBtu citing same reasons.

19-20

Gas Daily-Miscellaneous t Long

According AGA, growing competition from Industrial and electric
generation users willIncrease gas bills slightly higher this winter based on
more normal temperatures this winter. Heating bills wHI Increase about
7% on average this winter. Carib Energy project Is the second major
proposed terminal to receive full federal authorization. 1st Hquefactlon
train is expected to be placed in service in 2017, with the other two trains
scheduled to follow In 2018. Barclay's expects demand for gas to climb
1.66 Bcf/d In 2015 as coal plants retire.

21-22

Govamment Agenclea
Energy Information Administration
Winter 2014/15: $4,075

Summer 2015: $3,753
Long

The projected Henry Hub natural gas spot price averages $4.457/MMBtu
for 2014 and $3.870/MMBtu for 2015.

23

Technical AnMysIs ^
Whiter 2014-15 Strip Chart M • Short Closed at $4.06 24

Summer 2015 Strip Chart < • Short Closed at $3.85 25
Winter 2015-16 Strip Chart < • Short Closed at $4.15 26
Summer 2016 Strip Chart M • Short Closed at $3.99 27

Winter 2016-17 Strip Chart • Short Closed at $4,31 28
Summer 2017 Strip Chart •4 • Short Closed at $4.14 29

Economy

Demand < • Long

EIA projects total natural gas consumption will average 72.6 Bcf/d In 2014,
an Increase of 1.8% from 2013, led by the Industrial sector. 2015 gas
consumption increases by 0.2 Bcf/d based on continued growth in the
Industrial sector.

30

Supply Long
Total marketed production expected to increase by an average rate of
5.3% In 2014 and 2.1% in 2015.

30-31

Oil Market Long
Brent crude projected to average $106 per barrel In 2014 and $103 per
barrel In 2015.

31

MaaOng MInutas: 428 Annax Corrfaranca Room • 1:00 pm
Attendees: Jeff Kem, Chuck Whitlock, Rick Cotvin, Mitch Martin, Steve Niedertjaumer

Discussed market fundementals such as weather, storage Inventory levels, and economic factors such as supply and demand. Discussed the
PIRA and EIA forecasts as well as analyst predictions concerning priceexpectationsand discussed Winter and SummerStrip Charts based on
Technical Analysis. Sigmlicant discussion regarding storage tookplace, wtille there still is a largedeficit from the five-year and one-year average,
storage Injections this Injection season have been significantly above average and end of the InjecUon season balance Is estimated to be 3.5 Tcf.
Discussedour currentpostionswithin Kentucky hedging plans and that hedging percentages wiH change November 1st. DEK have nothing
hedged after the Summer 2016 strip. Based on currem prices, a decision was made to hedge additionalvolumes for the April 2016-March 2017
strip. Discussiontook piace regarding the product to be used-Cost Averaging was choosen due to lowvolatility and the beliefthat prices may drop
as the result of strong storage Injections.



Lsa4£8EBSati
City Gate Load Forecast (McO
TOO FSS Iniections (McQ
Total Raqutrentenls (McO

TOO FSS WttDdravnis (McQ
Other "Withdrawals' (Met)
Total Withdrawals (M^

Amount Hedged

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Fixed Price

TotalHedged (ditVday) ^
Total Hedged (dth)

Types of Hedmofl Produda til

Fixed Price

Price Caps
No<X»t Coaais

Embaddad Hedged Coat
Winter

Summer

Estimated System Supply (Groes)
Hedged % ol SyeUm Suppty
SoMonal %of System Sup^

AmtHedoed with Storage a Cby Gate

Hedged (^ Gate) (Dth)
Storage Wehdrawal (Dth)
Martlet (Dth)
Total C*Kl Injectiora) (Dth)
% Hedged & Storage
8eaeeaat%

(1) Maximum percentage altowed per type ol hedging product is 2S% for Winter months and 40% Summer months.

Ouka Enwgy KMilueky
HMtging Program - Currant Poattion

Novambar 2013 - Octobar 2014

Aao(0W23/14
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Load Forecast

City Gats Load Forecast (McQ
TOO FSS inactions (Mcf)
Total Requirements (Mcf)

TCX) FSS Wittidrawais (McQ
Other Withdrawals (Met)
Total Withdrawals (Mcf)

AflKHWf
Fixed Price

Fixed Price ('
Fixed Price (<
Fixed

Collar

Fixed

Fixed Price

Total Hedged (dtti/day)
Total Hedged (dih)

Tvoee of Hedolno Products fll

Fixed Pries

Price Caps
No-Cost Collars

Emiiedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % al System Supply
Seasonal % of System Supply

Amt Hedged with Storaoe & CHv Gati

Hedged (City Gate) (Dth)
Storage Wdtxtrawal (0th)
Market (0th)
Total find. Iniectkms) (0th)
% Hedged &Storage
Seasonal %

(1) Maximum percentage allowed per type of hedging product is 25% for Winter montfis and 40% Summer months.

Nov-14 Oec-14

Duiw Energy Kentucky
Hedging Program - Current Position

November 2014 • October 2018

Aa o( 081/23/14

Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-lS vfol-15
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toadFofocaet

City Gate Load Foracasi (Met)
TOO FSS infections (Mcf)
Tolai Raquiremenis (McQ

TOO FSS Withdraiwais (Md)
Other Withdranmle (McQ
Total Withdrawais (Md)

Amount

Fixed Price

Fixed Price

Collar

Total

Total Hedged (dth)

Tvnee of Hedoirw Producte fit

Fixed Price

Price Caps
No-Cost CoHars

^1 Emlwdded Hedged Cost
Winter

Summer

Estimated EGG per 0th at City Gate

Estimated System Supply (Caross)
Hedged % of System Supply
Seasonal % o( SysUm Supply

Amt Hedoed with Storage g> Citv Gate

Hedged (C^ (Sate) (Dth)
Storage Wlihdravml (Dth)
Martlet (Dth)
Total fmcl. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-15 Oec-lS

Duiw Energy Kantucky
Hedging Program - Current Position

November 201S - October 2016

AeafOW2a/14

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Juo-16

(1) Maximum percentage alkmed per type of hedgingprodud is 25%tor Winter monthsand 40%Summermonths.

JuFie
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Load Forecast

City Gate Load Forecast (Mcf)
TOO FSS Iniections (Met)
Total Requirements

TOO FSS Withdrawals (McQ
Other Withdrawals (Met)
Total Withdrawals (Mcf)

Amount Hedoed (dth/dav>

TBO

TBO

TBO

Total Hedged (dttVday)
Total Hedged (dih)

Types of HedainQ Products fit

Fixed Price

Price Caps
No-Cost Collars

EflilMdded Hedged Cost
Wintar

Summer

Estimated System Supply (Gross)
Hedged % of Systm Supply
SeaaorwM % at Syatem Supply

Aitit Hedged with StoraoeffliCltv Gate
Hedged (City Gate) (Dth)
Storage Withdrawal (0th)
Market (DIh)
Total (irid. Injections) (Olh)
% Hedged & Storage
Seasonal %

Nov-16 Oec-16

Ouka En*rgy KcRtucfcy
Hedging Program - Currant Position

Novamtwr 2016 - October 2017

As of 00/23/14

Jan-17 Feb-17 Mar-17 Apr-17 May-17

(1) Maximum percentage allowed per type ot hedging product is 25% for Winter months and 40% Summer months.

Jun-17 Jul-17
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Delivery
Month

Nov-14

Dec-14

Jan-1S

Fel>-15

Mar-15

Winter 14/15
Storage Gas

Excluding Storage Gas
Including Storage Gas

ITarget tiwels By October 31, 2014

May-is
Jun-15

Jut-15

Aug-15

Oct-15

Summer 2015

Target Levels By March

Nov-IS

Dec-is

Jan-16

Fei>-16

Mar-16

Winter 15/16
itarget Levels By Octotwr

Apr-16
May-16
Jun-18

ju-ie

Aug-16
Sep-16
Oct-16

Summer 2016

Target Levels By March 31

ITarget

Nov-16

Dec-16

Jan-17

Feb-17

Mar-17

Winter 16/17

Levels By Octotier 31 .^014

Apr-17
May-17
Jun-17

Jul-17

Oct-17
Summer 2017

Target Levels ByMarch

Duke Energy Kentucky
Hedging Progrem
Current Poeltlon

System
Supply
Dth/mo

Total

Hedged to Date Next Taroet 110/31/141
Required Allowed
dth/day dth/dayDtti/day Otti/mo

10

9/23/2014
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PuKtEntrgvOhlo

Summer
2015
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES 2012-I8O
TO CURRENT FUTURES PRICES '̂ .TgTi55^0^033

Oct

Noy
Dec

Jan

F^b
•M®'.

Jun

Ju[

Sap

Historic Prices;

NYMEXClosing Prio

S-yr. avg. Last Year

(OSri0-13/14) (2013-2014)

$3.57 $3.50

$3.61 $3.50

$3.93 $3.82

$4.18 $3.35

$4.21 $3.23

$3.87 $3.43

$3.77 $3.98
$3.93 $4.15

$3.94 $4.15

$3.99 $3.71

$3.88 $3.46

$3.53 $3.57

$3.87 $3.6512 Month Avg
Summer Average
Winter Average

PIRA

23-Sei>-14

/-2

EIA

9-Sep-l4

$3,960

$4,030

$4,160

$4,200

$4,060

$3,930

$3,670

$3,580

$3,750

$3,820

$3,810

$3,760

NYMEX

25-Sei)-14

$3,891

$3,941

$4,028

$4,103

$4,096

$4,029

$3,791

$3,800

$3,829

$3,860

$3,871

$3,858

$3,894 $3,925

$3,764 $3,843
$4,076 $4,039

Hedged Prices

Ohio Kentucky



THREE-MONTH OUTLOOK
TEMPERATURE PROBABILITY
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Oopartura from 1981-2010 normal (*F)^October 2014

Updated:
Sep 24, 2014

lOapartuni from 1981-2010 nonnal (*F)

1^8.0 Hi-^a.O to *4.9 B 4-2.0 to >2.9 0 to 4-1.9

November 2014

Updated: ^
Sep 24, 2014

-1.0 to-1.9 2.0 to -2.9 3.0 to -4.9 B £-8.0

• -0.9 to 0.9

Warmer East and West Coasts

Still cool mid-continent

The final Octoberoutlook shiftswarmer formuchof tire nation, though
cooler than normal readings ramalned favored over the middle part of
ttie country. These warm chianges today result In more atxjves fevored
alorrg the East Coast and an area of -i-ZF anomalies added to California
while the area of belows across the mid-continentwas reduced slightly
In the central Midwest. The underlying pattern remains the same with
ridging expected to build across the West heading Into the second
week of October, allowing for cool conditions dovwistream in the mld-
contlnent, wfrlla a lingering ^NAG keeps conditions wanner In the East.
There Is some potential risk that the pattern could become more
amplified Inthe NortfieastPacificdue to Increased tropical activity in
the Western Pacific with the potential for stronger cod anomalies in the
mid-conllnent and stronger warmth In tfte West evolving at mid-month.
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Belows shift to
south-central US

Warmer in the West

Some modifications were made to the November outlook, though rtone
of these changes were overly strong nor do tftey result In a drastic
change In expectations. Cooler than nonmd readings remain favored
from tire Midwest and much of the Plains Into the Southeast, but the
core of ttie coldest conditions Is now expected back a bit further west
from the Lower Midwest Into tfie SouttvCentral US. In the West the
outlook was shifled wanner to better account for potential ridging that
lingers from October Into late faH. Aside from the western ridge tfre
outlook remains guided by an expected weak El NIfio as weN as the
-QBO. Much like October a stronger northwest ridge could leave more
belows over the Midwest and the Plains. Most of the long-range model
guidance presents some warmer risks to the forecast, especially along
the northern tier of the US.
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Ridging In Midwest Permits Widespread Much Aboves

Cool Air Builds Over the West

While upper level remains favored to build into the Midwest and
eventually the East the East Coast comes Incooler today com
pared to yesterday's forecast This is due to concerns from a
potential coastal low early followed high pressure wedging into
the region, withcooler risks Ifthis high is stronger. Meanwhile,
confidence is high across the Midwest under the ridge as much
above normal temperatures will loom over much of the region
through most of the period. A high pressure system In the
West and a trough building over this region permits a cooler
outlook to exist mid to late period. Confidence Is lower later In
the period In the West and Mid-Continent due to model dlsa-
greementwith regard to cool air potential and timing.
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Weekly Natural Gas Storage Report - EIA

U.S. EnergyInformadon
^i.<X Administration

Weekly Natural Gas Storage Report
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m increeee of 97 Beffromiht previoMweek Stock*were 388 Bcfleee thenleet year at Ms timeand 426 Bcfbekrwthe
5-yearaverage of3.414 Bcf. Inthe EoatRegion, ttocfca were 1908cf beiowthe S yearaverage (oiiawlr^ net Injectiofte of
eeScf. Stocksin tftoProducing Regtoo ««re 192Bcfbelowthe 5-yearaverage of t.089 Bd aftere net in}eciton of31 Bcf.
Stocks intheWestRegkm were44Bcfbelow theS-yeer averageafterno net cTwnge. At2 968 Bcf, totelworUrtg gae la
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North American Gas Forecast Monthly

September 23, 2014
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NATURAL GAS

U.S. GAS PRICE SCORECARD: NOVEMBER 2014- MARCH 2015

Bearish Netiral Bttfsh
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Pricing Predictions
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Barclays Trims 2015 Forecast to $4.01/MMBtu—September 15,2014

Despite a 40% Increase In their forecast of natural gas demand for power In 2015,
Barclays revised its price target for the year down 5% to $4.01/MMBtu, saying
production gains will offset any demand increase.

According to Barclays, 30 GW ofcoal-fired generation will retire In 2015, adding to the
demand for more gas-for-power, even though they expect total powerdemand for gas
will shrink slightly.

Gas prices wlli find a ievel that displaces just enough coal, while keeping storage at
normal end-of-season levels, Barclays said of next year's dynamics. Coal-to-gas
displacement helps balance the market and prevents storage Injectionsfrom
overshooting available capacity when prices fall too low.

Barclays indicated there will be some continued growth within the Industrial sector next
year along with higher exports to Mexico, but the growth In production wlli likely put
downward pressure on prices unless we get another winter like the one we just had."

Bernstein Cuts 2015 Price Forecast 11% to $4/Mcf—September 11,
2014

Bernstein Research cut Its 2015 price forecast 11% to $4/Mcf from $4.50/Mcf stating
that natural gas supplies, primarily from wet gas plays, will continue to outpace any
Increase In demand in 2015

Bemstein said gas production associated with oil and liquids drilling will continue to stay
at Its frantic pace until oil prices move lower and meanwhile, the associated gas from
oily and wet plays Is outstripping any demand for the commodity.

According to Bernstein, gas production will Increase a net 3 Bcf/d In 2015 while demand
will grow 1.2 Bcf/d, primarily from retirement of coal power plants.

Bernstein offered a ray of hope for gas producers but It's at least three years away.
"There Is a light at the end of the tunnel: LNG exports begin to grown in earnest beyond
2017 and reach 6 Bcf/d by 2020," Bemstein said In a note to clients. "If the EPA's
proposed carbon dioxide regulations come Into effect, an Incremental 7 Bcf/d of gas
demand would be required by 2020." "The biggest risk to our outlook is a drop in oil

n
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price that would force E&Ps to reduce drilling and limit gas supply growth over the next
24 months,"

Ray James Cuts 2015 Forecast 14%-September 9,2014

Gas production will continue to oversupply the market without a repeat of last winter's
frigid winter according to investment bank Raymond James. "Another abnormally cold
winter could temporally support US natural gas prices, but counting on abnormal
weather is usually not a good investment strategy."

Adkins cut his fourth quarter prediction of $4.70/MM6tu to $3.85/MMBtu and his 2015
forecast average to $3.65/MMBtu from $4.25/MMBtu. The analyst also cut his long-
term expectation to $4.25/MMBtu from $4.50/MMBtu through 2020.

"US producers can economically grow US gas supply more than 3 Bcf/d annually
through 2020 at gas prices of $4.25 or lower.

Demand drivers such as LNG exports, Mexican exports, coal retirements, and new
industrial plants will start to firm up gas prices starting in 2016, Adkins said, but only to
just above $4/MMBtu.

"The reality is that US gas producers are finding ways to bring online staggering
amounts of natural gas at prices well below $4.50," Adkins said. "These lower gas
drilling breakdown costs are likely to fall even further over the next few years as
operators continue to drive better gas production efficiencies."
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Miscellaneous Information

Demand To Drive Gas Bills Up This Winter: AGA—September 23,2014

US residential and commercial natural gas customers can anticipate more normal
temperatures this winter, but the price they pay for gas will be "Slightly higher" than last
winterbecause of growing competition from industrial and electric generation users,
according to the AGA.

Looking forward, the commodity price of gas has been about 9% higher than the price
paid last year. The fixed-charge delivery cost of the gas is about 1.5% higher. As a
result of these factors, residential home heating billswill probably increase about "7%
on average this winter".

AGA expects US storage inventories may reach a peak of 3.5 Tcf this fall with continued
strong supply Injections due to the mild weather expected over much of the country.

Carib Energy, Cameron LNG Clear Final Hurdle—September 11,2014

Cameron LNG export project In Louisiana Is the second major proposed terminal to
receive full federal authorization.

The authorization allows Cameron to export to countries that do not have a Free Trade
Agreement with the US the LNG equivalent of 1.7 Bcf/d for 20 years through a large-
scale liquefaction and tanker operation in Cameron Parish.

The DOE authorization "marks the last major regulatory hurdle for our Cameron LNG
llquefactlon-export project, clearing the way for construction to begin on the largest
capital project in Sempra Energy's history."

The first liquefaction train is expected to be placed in service in 2017, with the other two
scheduled to follow in 2018.

The Sabine Pass terminal in Louisiana, which is being developed by Cheniere Energy,
was the first LNG export project to secure final approval from both DOE and FERC.
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Demand For Gas to Climb 1.66 Bcf/d by 2015 as Coal Plants Retire:
Barclays—August 27,2014

US natural gas demand will pick up significantly in 2015 as a number of coal-fired power
plants are shuttered, according to Barclays.

Barclays said demand growth in 2015 should be driven by the electricity and industrial
sectors, offsetting expected declines in residential and commercial demand.

By far the largest demand growth factor in 2015 is the increase in underlying power
demand since a large slew of coal-fired plants are due to retire as a result of upcoming
environmental regulations.

Barclays estimates that 45 GW of coal-fired capacity is set for retirement from 2015-
2017 due to the upcoming MATS rule, including 30 GW in 2015. Overall, Barclays
expects gas demand for power generation in 2015 to increase by an average of 1.66
Bcf/d.

Industrial demand is expected to grow at an annual rate of 570.000 Mcf/d in 2015.
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Independent Statistics & Analysis

U.S. Energy Information
Administration

September 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIAexpects total natural gas consumption will average 72.6 Bcf/d in 2014. an increase of 1.8% from

2013 led bv the industrial sector. In 2015. total natural gas consumption Increases 0.2% as continued

industrial sector growth offsets lower residential and commercial consumption. Higher natural gas
prices this year contribute to a 2.0% decline in natural gas consumption in the power sector to 21.9

Bcf/d in 2014. EIA expects natural gas consumption in the power sector to increase to 22.8 Bcf/d in
2015.

U.S. Natural Gas Production and Trade.

EIAexpects natural gas marketed production to grow bv an annual rate of 5.3% in 2014 and 2.1% In

2015. STEG projects that strong increases already seen in the Lower48 states this year will continue,
offsetting declines in the Gulfof Mexico. As of June, the most recent month for which EiA data are
available, marketed production was 4.6 Bcf/d greater than it was inJune 2013. Rapid natural gas
production growth in the Marcellus formation has contributed to low natural gas forward prices in the
Northeast, and as a result new infrastructure has been proposed to flow gas to other market regions. In
June, the eastward-flowing Rockies Express Pipeline (REX) began service on its Seneca Lateral, which
flows Marcellus gas westward to the Midwest. REX's parent company, Tallgrass Energy, plans to add bi
directional capability on a significant portion of REX's easternmost segment.

Growing domestic production is expected to continue to put downward pressure on natural gas imports

from Canada, and spur exports to Mexico. Exportsto Mexico have been increasing in recent months
because of growing demand from Mexico's electric power sector and fiat Mexican production. Mexico
has been an outlet for U.S. production, particularly from the Eagle FordShale inSouth Texas.

Liquefied natural gas (LNG) imports have fallen over the past four years because higher prices in Europe
and Asiaare more attractive to sellers than the relatively low prices in the United States. This month's
STEG revises the forecast for 2015 LNG net imports to reflect Cheniere Energy'sSabine Pass export
terminal beginning service in 2015. EIA now expects the United States will be a net exporter of LNG in
2015. LNG exports are still a very small part of the total picture, however, and overall the United States

will remain a net importer of natural gas because of pipeline imports from Canada.

30



Natural Gas Inventories.
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Natural gas working Inventories totaled 2,709 Bcf as of August29, which was 471 Bcf lower than the
same time last year and 495 Bcf lower than the previousfive-year (2009-13) average. The injection
season began somewhat slowiv in April, but has continued at a strong pace, with injections averaging

above the five-vear average throuehout most of the injection season. EIA expects working eas stocks will
reach 3.477 Bcf at the end of October. 339 Bcf lower than at the same time last vear.

Crude Oil Prices

North Sea Brent crude oil soot prices averaged 5l02/bbl in August, a decrease of SS/bbl. Or 4.7%. from

Julv. Brent crude oil prices were driven downward In large part because of weakening global oil demand
as wellas growing Libvan oilexports. Augustwas the first in 13 consecutive months in which average
Brent crude oil spot prices fell outside the relatively narrow range of $107/bbl to $112/bbl. The forecast
Brent crude oil orice averages 5lQ6/bbl in 2014. $2/bbl lower than in last month's STEP, and 5lQ3/bbl in
2015. 52/bbl lower than in last month's STEP.

The monthly average WTI crude oil spot price fell from a high of $106/bbl inJune to $97/bbl in August.
After falling to an annual low of $3/bbl in July, the discount of WTI crude oil to Brent crude oil increased
to $5/bbl in August. While record high refinery runs contributed to the WTI discount falling to $3/bbl in
July, the discount widened in August while refinery runs remained elevated. EIA now expects WTI crude
oil prices to average $93/bbl in the fourth quarter of 2014. 55/bbl lower than in last month's STEP, and
S95/bbl in 2015. The discount of WTI to Brent crude oil is forecast to widen from current levels,
averaging 5lO/bbl in the fourth quarter of 2014 and 58/bbl in 2Q15.

3/
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Syatam Supply
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Gas Rasourcaa

Hedging Program
liarfcat indicator* Summary

October 23, 2014
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Price

Pressure
Term Comments

Page
Ref

Weather

tj)ng Term Forecast (Dec 14-Feb 15) Long
NOAApredicting above average temperatures for December 2014-
February 2015 from the west coast through New England. Below normal
temperatures in the southern states.

13

Mk) Term Forecast (30-60 days) Long
November Is predicted to be 1.8% colder than normal based on 10 year
normals and December weather Is predicted to t>e3.5% colder than
normal.

14

Short Term Forecast (6-10 days) Short
Atrove normal temperatures over the majorityof CONUS during the period
with much above east of the Mississippi River early Inthe period. 15

Storaae Inventory

EIAWeekly Storage Report t Long
Storage Injections for the week ending October 17th were 94 Bcf. Storage
levels are at 3.393 TCF which Is 9.0% lower than last year and 9.1 % lower
than the 5 year averaow.

16

industry Publicatlona

PIRA Energy Qrou^^^^
Winter 2014/15J||||||l
Summer S:

ti Long
U.S. GAS PRICE SCORECARD: November 2014 to March 2015 - Gas
Price Outlook 'Bearish' based on fundamentals such as "Lower 48 Gas

Production', "US Storage Levels', and 'Resldentlal/Commerclar.
17-18

Gas Daily-Winter Weather Forecasts Long

WSI predicts mildweather through the fall and cold weather after New
Year's. Cold weather farther east and south than last year. According to
Accuweather, the Polar Vortex wlH return this winter but will not stick

around as long as last year. Polar Vortex expected In mid-January Into
February but not as persistent as last year. Midwest willsee several cold
months but not as extreme as last year. Midwest 7 to 9 degrees wanner
than last year. Farmer's Almanac predicting very cold temps east of the
Continental Divide east to the Appalachians. Duke Meteorlogy forecast-
warm Novemtier slowly transition to below normal temperatures Into
January and February for much of the Eastern US.

19

Gas Daily-Gas Price Predictions t Long

S&P cuts 2015 forecast 12% to $3.7S/MMBtu citing strong growth in
supply and only moderate growth In demand. Prices to stabilize at
$4/MMBtu In 2016 and beyond. Prices will rise in the next several years
due to coal generation retirement, growth In exports to Mexico and exports
of LNG. BofAreduced 2015 forecast by 11% to $3.90/MMBtu, predicttng
3.1 Bcf/d growth In supply In 2015. ICF 2015 price forecast of $3.70, Long
range prices expected to stabilize between $5.00 and $6.00/MMBtu. UBS
lowers 2015 forecast 17% to $3.75/MMBtu. 2016 forecast of
$4.25/MMBtu.

20-21

Government Agenciea
Energy Information Administration
Winter 2014/15: $4,016

Summer 2015: $3,727
t Long

The projected Henry Hub natural gas spot price averages $4.446/MMBtu
for 2014 and $3.S39/MMBtu fOr 2015.

22

Technicai Analyeia *
Winter 2014-15 Strlo Chart ♦ Short Closed at S3.76 23

Summer 2015 Strip Chart ♦ Short CiosadatS3.63 24

Winter 2015-16 Sbip Chart ♦ Short Closed at $3.93 25

Summer 2016 Strip Chart * Short Closed at $3.80 26

Winter 2016-17 Strip Chart ♦ Short Closed at $4.12 27

Summer 2017 Strip Chart ♦ Short Closed at $3.97 28
Economy

Demand Long

EIA projects total natural gas consumption win average 72.5 Bcf/d In 2014,
an Increase of 1.6% from 2013, led by the Industrial sector. 2015 gas
consumption Increases by 0.3 Bcf/d based on continued growth In the
Industrial sector and higher electric power sector consumption.

29

Supply Long
Total marketed production expected to increase by an average rate of
5.4% In 2014 and 2.0% in 2015.

29

01 Market Long

Brent crude oil spot prices averaged $97/bbl In Septemberwhich Is the first
month Brent crude have averaged below $100/bbl since June 2012. Brent
crude projected to average $104 per barrel In 2014 and $102 per barrel In
2015.

30

Meeting Minute*: 428 Annax Conf*r«nce Room -1:00 pm
Attendees: JeffKern, Cttuck Whittock, Rick CoMn, Mttch Martin, Steve NIedeitaumer

Discussed market fundamentals Includingweather (end of the hurricane season), storage levels. PIRAand EIAprice forecasts, analysts projections
of gas prices, economic Influences on supply and dennand and the current positions of the DEK Hedging Programs. Significant discussion took
place regarding the various Winter Weather Forecasts and the cuts recently announced by several analysts for their 2015 price forecasts. In
addtlon, discussed that all Strips that we are following have hit there low since 2011. After discussion, DEK to hedge||||||||||Oth/d for the term
November 2016-October20l 7. ^^ditlon,discussed the results ofthe hedge for the storage injections on Texas Gas to replace the withdrawals
during the Winter 20l4-20l5wltf^HBnd aCost Averaging deal currently being priced based on trigger prices from October 1, 2014 through
November14.2014 wlth^^H



UwdForacaat

City Gats Load Forecast (McQ
TOO FSS Injections (Mcf)
TotalRequirametits (Met)

TOO FSS WithcirBwais (McQ
Other "WlthdraMials* (M^
TotalWiOidraMals (McQ

Amount Hadaadjj
Fixed Price
Fixed Price

Faced Price
Fixed Price

Fixed Price
Fixed Price

Total Hedged
Total Hedged (tfth)

Types ofHadalna fH
Fixed Price

Price Caps
No-Cost Collars

EmtMdded Hetlged Cost
Winter

Summer

Estimated System Supply (Qtcms)
Hedged % of System Supply
Seaeonal K ofSystem Supply

Aim Hedoed with Storao. ra Citi>
Hedged (C«y Gate) (Dth)
StorageWittidrwiiial (Dth)
Maiicet (Dth)
Total (ind. irijections) (Dth)
%Heiigad &Storage
Seasonal%

Ouka EiMngy KMitucky
HedgingProgram - Currant Position

Hovembar 2013 - OctolMr 2014
As of 1(V21/14

(1) **aximiim percentage aiimsed per type of hed^ product Is 25% tor Wsiter months and 40% Summer months
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Load Foracaat

City Gate Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (Mcf)

TCO FSS Witixfrawais(McQ
Other Wittxlrav«ais (McQ
Total WitfxlraiMis (iticf)

Amwm
Fixed F>rice

Fixed Price

Fixed Price
Fixed

Collar

Fixed

Fixed Price (I
Total Hedged (dth/day)
Total Hedged (dih)

Types of Hadoino Products /1>

Fixed F>rics

Price Caps
No-Cost Cottars

Emliaddad Hedged Coat
Winter

Summer

Estnnated System Supply (Gross)
Hedged % of System Supply
Saaaonal % of System Supply

Ami Hadoad writh Storaoa fi) CItv Gate

Hedged (CttyGale) (Dih)
Storage WiltKfratval (Dili)
Market (Dth)
Total (ind. Injections) (Dth)
% Hedged & Storage
Seasonal %

Nov-14 Oec-14

Ouk* Emrgy Kantucky
Hadging Progwn- Currant Poaitlan

Novambar a014 - Octobar 2015
As ot 10/21/14

Jan-is Feb-15 Mar-15 Apr-15 May-iS

(1) Maximum percentage attowed per typo of hedging product is 25% for Winter months and 40% Summer months.

Jim-15 JuFIS
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kSKLEBOSea
City Gate LoadForecast (Met)
TOOFSS Injectiora (McQ
TotalRequiiements (McQ

TCOFSS Wmidrawals (Met)
OttiorWbtidrBimto (Met)
TotalWIttidraMMis (Met)

HxadPrioa
Fixed Price

Cost Aye
CoUar

TotalHedged (dttVda^
Total Hedged ((«ti)

Types of Hedolno Produetm m

Fixed Price
Price Caps
No-Cost CoilaiB

Embedrled Hedged Coet
Winter

Summer

Fstimeted EGG per Pth MCttyOete

EstimatadSystemSupply (Gross)
Hedged % of System Supply
Seasonal %of SystemSupply

AmtHedoedteWiStoreneacHY
Hedged (Cky Gate) (Dtti)
Storage WUidrawri (Diti)
Market (Dtti)
Total Qnd. irijectione) (0th)
% Hedged &Storage
Seesonel %

Nov-lS Dec-is

Duk* Energy Kantucky
HMlging Program - Current Position

NovemiMr 2015 - October 2016
A* 0110/22/14

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16

(1) *«««i™impercei«aoealloeed per type ot hedging prt)duct is 25% ft* Wiraermoriths and 40* SuiniiierinonthB

Jul-16
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LoadForacaat

CityGate Load Forecast (Md)
TOOFSS Ir^ectians (McQ
Toud Requirements (Md)

TOOFSS WilhdraiMBis (Md)
OttMf WitttdraiMals (Md)
Total Wtthdrawals (Md)

Amount H(

Cost Ave

TED

TBO

Total Hedged (dttVday)
Total Hedged (dth)

Types of HedmiiiiPmd.,tltm
Rxad Prica

PriceCaps
No-Cost CoOaiB

Embedded Hedged Coat
Winter

Summer

EstimatedSystem Supply(Gross)
Hedged % el System Supply
Seasonal %of System St^y

Amt Hsdoed with StoTsoe® city Gate
Hedged (CityGate) (0th)
Storage Withdrawal(Dth)
Market (Dth)
Total (ind. injections) (Dth)
% Hedged &Storage
Seasonal %

Nav-16 Dec-16

Outo En«rgy Kantucicy
HMIglns Prosnun - Currant PoaMon

NovMnbar 2016 • Octobar 2017
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Mar-15
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Storage Gas
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Summer 2015 _____
Target Levels By March 31,2015

Nov-15

Dec-15
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Feb-10

Mar-16

Winter 15/16
ITarget Levels By Octotier31^0l4
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May-16
Jim-16

Jul-16

Aug-16
Sep-18
Oct-16

Summer 2016
TargetLevels ByMarch 3T

Nov-16

Dec-16
Jan-17

Fel>-17

Mar-17

Winter 16/17
jTarget Levels By October

Apr-15

Jun-15

Jul-15

Aug-15

Oct-15

May-17
Jun-17

JuH7

Aug-17

Oct-17
Summer 2017

Target Lavels ByMarch 31

Ouka Energy Kentucky
Hedging Program
Current PosWon

System
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Dth/mo

Hedged to Date Next Target (10/31/14)
Total Required Allowed

dth/day dth/dayDth/day Dth/mo
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HistoricPrices:

NYMEXCloslnflPrtco

5-yr.avg.LastYear

(owio-ia/14)(2013-2014)

$3.61$3.50

$3.93$3.82

$4.18$3.35

$4.21$3.23

$3.87$3.43

$3.77$3.98

$3.93$4.15
$3.94$4.15
$3.99$3.71

$3.88$3.48

$3.53$3.57

$3.82$3.50

$3.87$3.65

PIRA

23-Sep-14

EIA

7.0ct-14

$3,990

$4,100

$4,130

$3,990

$3,870

$3,620

$3,550

$3,710

$3,790

$3,790

$3,750

$3,880

NYMEX

23-0ct-14

$3,628

$3,716

$3,803

$3,794

$3,742

$3,576

$3,554

$3,585

$3,640

$3,654

$3,640

$3,654

HedgedPrices

OhioKentucky

12MonthAvg
SummerAverage
WinterAverage

13.848$3,666

$3,727$3,615
$4,016$3,737

n
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Significant warm changes
across eastern half

Limited cold anomalies overall

The November forecast features a substantial shift to the warmer
direction with aboves continuing in the West but also increasing In the '
East v4iile only negative-normal anomalies are now seen in the south-
central US. The change comes in part from persistence as October has
come In far warmer than expected with more of an influence from a Gulf
of Alaslui low and a lack of a connection to Arctic air seen thus far. This
exact pattem may not persist through the next several weeks, but with
a positive AO and negative PNA expected to start out the month tftere
is reason to believe that conditions will remain warni in the East at least
for the first part of the month. Beyond that, weak El Niflo influences
favor warmth across the northern tier, and the long-range ECMWF and
CPS models also show warmth, so there may be furtherwarm risk to
the forecast. Confidence remains low overal.

Nov GWHOO** Forecasts

Nov 2014 Fcst:

Change; -28

*10Y Normal '04-13

10Y Normal* 540.1

30Y Normal 561.7

Nov-2013 606.2

-NaSofW PapAWegMMl COOl

ous No changes to the forecast

Cold still favored across much

of eastern half

No changes were made to the December forecast, which contkHjes to
favor cold corxlltlons from the Plaint to the Midwest, Mid-Atlantic, and
part of the South white warmth is seen in the West. Despite the much
warmer look to November, cold influences are still expected to increase
in December as tfw ongoing -QBO and weak El Niflocontinue to favor
cold. Preferred analog years show a blocking ridge over northeast
Canada and a ridge over tfte North Pacific aflowfng for the transport of
cold air southward from Canada and across the Central US. The

forecast comes with timing concerns for how quickly the pattem
switches from the warmer look of mid to late fal into this anticipated
colder winter set up. Early December could feature less cool air than
the expected montt^ composite before the blocking influences take
place. But once ttiese influences set In the risks turn to the colder side.

Dec GWHOD** Forecasts

Dec 2014 Fcst:

No Change

MOY Normal '04-13

10Y Normal* 860.1

30Y Normal 873.8

Doc-2013 911.2

"NaSoiW Pop-WegnM COOi

Nbvem ber 2013#^

Fiiutl 60 DayOultoolf , ^ Final30 DayOutlooks Currenf vcrf ♦ for«c6ai

October 2014 continues tosiinpe liptobe'oneofthe wannesi Octotxjrs ih recent^ rt*
^years wilb tmpressiwe v/artn anotTwilies across lite wsterri half oflite US and in s J
g: New.England and noanoiTiaiies pf'-TF orcooler seen"nationwide. Our onilooks forr -:r

inonlh v/ere clearly too cold across the inKl-conlinenI wlticlt failed to inaieiial- •
5;ize. aitd in areas witere v/e did predict w.irntlh vje undereslxnated the.rnagnilude of >•
|i-j|h3t wamtih. Ttie venficaliori out to Get 21'plus our current outlook to'lite ertd ot iite /•••
|}/j''mofillt yieltis 233 3 GWHODs. 7th lowest since 1050 (bul 2trdlowest sitters 1973). i

The 74.2.PWCODS For the nronth would be lite 4ih higtiesi loial since 1950. '

^MDA
tsiOtlijrt D;n«CA'5f •
mm" 'WTSim »f'»ts<i<*a

; .7 . MDA Iiirorination .Systciii.s LLC 820 West Dianiontl .\ve, Suitejoo, (laitheishuig, MD uuSya
Tel 240-833-8.300 Fa.x 240-833-8301 www.iiidaus.coin ©2014 [O29000onoi07.i)tlf—Version a..3]
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Forecast

Confidence:
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Day 6: Tuesday, Oct 28

s

Day 7: Wednesday, Oct 29

Day 9: Friday, Oct 31

¥l/EATHtR SemnCES

Lower Confidence By Late Period

Strong Warmth Eastern US Early

Confidence falls further today as the models continue to be at
odds with each other through most of the forecast period. The
warmer temperatures pressing across the Midwest and East
early push even warmertoday ahead of the cold front, penult-
ting much above normal anomalies to exist along both areas
within the early period. Any cooler air In the wake of the front Is
expected to be marginal and brief during the second half of the
periodacross the Midwest and Great Lakes. A trough pro
gressing into the Northwestcould allowsome cooling to occur
along the West Coast late. However, a ridge begins to build
across the Central U.S. late where above normal temperatures
start to spread across the Plains and Into the Midwest.

Previous

Forecast:

Forecast

Confidence

6/10
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Forecast:

Forecast

Confidence:

5/10

Day 8: Thursday, Oct 30

Day 10: Saturday, Nov 1

ifra

J A +8 MA+15 S

MDA inroniKilion Sysleins I.I.C .Sjo West Diimuiml Avc. .SiiiU; ;!Ou, (i.iillu'isbiii);, Ml> joKyS ^ iiV'
Tii i'iix J: vwvw.iiiit.ius.i iiiii ©2014 [u-.:<)i)i)()(U!(U()2.ptir- Vi'isioii



Weekly Natural Gas Storage Repwrt - EIA

US. EnergyInformation
Administration

Weekly Natural Gas Storage Report
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NATURAL GAS

U.S. GAS PRICE SCORECARD: NOVEMBER 2014 - MARCH 2015

Bearlah Neutral BuBsh

PIRA Eneroy Group. 3 ParV Avenue. 26"Floor. New York. NY 10016-5989 (TeQ 212-688-6808 (Fax) 212-686-6628 www.pira.com
For authorizedsubacrtbersonly. Copyrtghl e 2014 PIRA EnergyGroup. All righta reserved.
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Winter Weather Forecasts

WSI: Winter in January, Rest of Fall to be Mild—October 21,2014

The heart of the US winter won't arrive until January, while the rest of the fall will remain
mild, forecaster WSI said in its latest seasonal outlook released Monday. The models
are suggesting 'a tale of two seasons' with mild weather for the remainder of the fall
followed by much colder temperatures across parts of the central and eastern US after
the New Year.

"The emergence of the current El Nino event suggests that the focus of the cold
weather this winter will be farther east and south than last winter and the patterns
suggest that cold air outbreaks will be more common during late winter."

Polar Vortex Back, But Won't Linger: Accuweather—October 16,2014

According to Accuweather, the polar vortex phenomenon that created havoc last year
will likely retum this winter but will not stick around as long.

Accuweather is predicting colder than normal weather again this winter in the Northeast
and Midwest.

"The polar vortex, the culprit responsible for several days of below-zero temperatures
last year, will slip down Into the region from time to time, delivering blasts of Artie air—
we'll see that happening in mid-January into February but again, it's not going to be the
same type of situation as we saw last year, not as persistent."

In its forecast, Accuweather indicated that the Midwest wili likely see several cold
months, though not quite as extreme as last year—Midwest cities could range 7-9
degrees warmer than last winter's average.

The OldFanner's A/manao—whose long-range forecast was the closest to predicting
last winter's deep freeze has predicted "a large zone of very cold temperatures will be
found from east of the Continental Divide east to the Appalachians. The most frigid
temperatures will be found from the Northem Plains into the Great Lakes. The coldest
outbreak of the season will come during the final week of January into the beginning of
February."



KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 191 of 333

Pricing Predictions

S&P Cuts 2015 Gas Prices 12%, Crude 15%~October 22,2014

S&P cut its natural gas price forecast for the rest ofthe year and 2015 by 12% to
$3.75/MMBtu, citing strong growth in supplymatched by moderategrowth in demand.

"Production continues to grow despite oil and gas companies shifting investment away
from development of gas-oriented properties and towards oil and natural gas liquids
formations."

S&P expects prices to stabilize at $4/MMBtu in 2016 and beyond as power generators
switch to gas, industrial demand picks up and exports to Mexico and of LNG begin.

In addition, S&P cut its West Texas crude forecast 15% to $80/b in 2015.

Shale Producers Profiting Despite Low Prices—October 17,2014

Natural gas producers operating in the Marcellus and Utica basins will still make money
even if gas prices don't rise substantially from where they are today. However, several
ofthe analystsagree that prices would rise in the next severalyears. New markets for
gas—spurred by retirements ofcoal-fired generation and the growth of gas exports to
Mexico and newexports of LNG will likely spur production growth in the Appalachian
region.

"Low prices are kind of the cure to low prices. Thatmotivates the market growth and
then there's midstream infrastructure development, pipeline expansions that permit the
molecules from the Appalachian Basin to get out of the area and get to the markets
where the market growth is."

BofA-Merrlll Cuts 2015 Gas Price Call 11% on Gas Production
Growth—October 16, 2014

Bank ofAmerica-Merrill Lynch has reduced its 2015 gas price forecast by 11% to
$3.90/MMBtu citing their prediction ofa 3.1 Bcf/d growth in supply next year.

Most of the growth will be the result of midstream projects being completed, bringing
more shale gas to markets outside the region.

0.0
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..irL , . Page 192 of 333The biggest risk for the market at this point is a warm, not cold winter. Weather-
sensitive gas demand will inevitably fall sharply given the polar vortex last year. Thus,
the power sector will have to come to the rescue again next year as the market moves
towards oversupply. US natural gas prices may have to temporarily break through coal-
gas switching parity of $3.50/MMBtu to generate more demand and prevent a storage
glut.'

Gas Prices Will Firm Up In Next 18 Months: ICF International
Outlook—October 7,2014

ICR priceforecast for the fourth quarter and beyond Indicatesthat gas prices will firm up
in the next 18 months, but are expected to decline aftenwards as production from
Marcellus continues to grow.

ICF expects the price of gas in 2015 will be $3.70/MMBtu, or about 30 cents below
current futures prices. But, as storage inventories fill up and production continues to
grow, prices are expected to decline.

"ICR said demand is expected to grow by the end of 2016 and put upward pressure on
prices. In the long run, prices are anticipated to stabilize between $5.00 and
SB.OO/MMBtu, a price range high enough to encourage production but not so high as to
discourage demand growth."

UBS Slashes Gas Price Forecast 17% for 2015; Smith Cuts Price by a
Dime—October 7,2014

Surging production without much pick-up in demand has lead UBS to lower their 2015
forecast 17% to $3.75/MMBtu. independent analyst Stephen Smith reduced his price
forecast for 2015 by 2.5% to $3.90/MMBtu citing an over-supplied market.

"We expect the market will require weaker prices in 2015 than currently reflected in the
2015 calendar strip in order to rebalance the market and prevent storage from
exceeding 4.2 Tcf heading into next winter."

UBS also cut its 2016 forecast to $4.25/MMBtu or 15% from the previous forecast.

'We nowexpect Marcellus/Utica production to exit 2014 4-plus Bcf/d higher year-over-
year, above our stale forecast of 2-plus Bcf/d as infrastructure de-bottlenecking has
enabled more robust supply growth from the northeast."

a/
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Mar-12 2.18
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Jun-12 2.46
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Average
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Summer
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2013

Hedging Meeting 10-23-2014.xisx

Energy Information Administration

Henry Hub Pricing
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October 7,2014 Release
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September 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA expects that total natural gas consumption to average 72.5 Bcf/d in 2014. an increase of 1.6% from
2013. with the industrial sector leading the growth. In 2015. total natural gas consumption will increase
0.3%. as continued industrial sector growth and higher electric power sector consumption offset lower
residential and commercial consumption. Higher natural gas prices this vear contribute to a 2.3% decline
in natural gas consumption in the powersector to 21.8 Bcf/d in2014. EIA expects natural gas
consumption in the power sector to increase to 22.6 Bcf/d in 2015.

U.S. Natural Gas Production and Trade.

EIAexpects natural gas marketed production to grow bv an annual rate of 5.4% in 2014 and 2.0% In

2015. STEP projects that the strong increases already seen in the Lower 48 states this vear will continue.
offsetting declines in the Gulfof Mexico. Asof July, the most recent month for which EIA data are
available, marketed production was 4.2 Bcf/d greater than it was inJuly 2013.

Growing domestic production is expected to continue to out downward pressure on natural gas imports
from Canada and sour exports to Mexico. Exports to Mexico, particularly from the Eagle Ford 5halein
South Texas, are expectedto increase because of growing demand from Mexico's electric power sector
and flat Mexican production.
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Independent Statistics (^Analysis

U.S. Energy Information
Administration

Natural Gas Inventories.

Natural gas working inventories totaled 3,100 Bcf as of September 26, which was 373 Bcf lower than at
the sametime lastyearand 399Bcf lower than the previous five-year (2009-13) average. The injection
season began somewhatslowly In April, but hascontinued at a strong pace, with injections abovethe
five-year (2009-13) average throughout most of the Injection season. EIA expects working gas stockswill
reach 3.532 Bcf at the end of October. 283 Bcf lower than at the same time last vear. Heading into next
summer. EIA projects end-of-March 2015 inventories will be 122 Bcf below the five-vear 12010-141

average,
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Crude Oil Prices

North Sea Brent crude oil spot prices averaged $97/bbl in September, a decrease of $5/bbl from August
and the first month Brent crude oil prices have averaged below SlOO/bbIsince June 2012. Brent crude
oil prices were driven downward in large part because ofweakening global oil demand and higher
Libyan oil exports. The forecast Brent crude oil price averages Sl04/bbl in 2014 and $102/bbl in 2015.
$2/bbl lower and Sl/bbI lower than oroiected in last month's STEP, resoectlvelv.

The monthlv average WTIcrude oil soot price fell from an average of $97/bbl in August to $93/bbl in
September. High refinery runscontributed to the discountof WTI crude oilto Brentcrude oil falling
froman averageof$8/bblduring the first halfof thisyear to an average of $4/bbl In the third quarter.
EIA now expects WTI crude oil prices to average $91/bbl In the fourth quarter of 2014 and S9S/bbl in

2015. The discount of WTI to BrentCrude oil is forecast to widen from current levels, averaging $7/bbl In
the fourth quarter of 2014 and In 2015.

?0
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Gas Rssourcss

Hedging Program
Market Indicators Summary

Novsmtwr 21,2014
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Price

Pressure
Term Comments

Page
Ref

Weather

Long Term Forecast (Dec 14-Feb 15)
—

Long
NOAA predicting atx>veaverage temperatures for December 2014-
February 2015 from the west coast to the Rockies. Below normal
temperatures in the southern states and the central portion of CONUS.

13

MkjTerm Forecast (30-60 days) t Long
Decemt>er is predicted to be 3.5% colder than normal t>ased on 10 year
normals and January weather Is predicted to be 6.9% colder than normal.

14

Short Term Forecast (6-10 days) t Short
Above normal temperatures on the West Coast and Below to Much Below
over ttie majoritv of the remainder of the CONUS.

15

Storage Inventory

EIAWeekly Storage Report
->

Long
Storage witfidrawals for the week ending November I4th were 17 Bcf.
Storage levels are at 3.594 TCF which is 5.3% lower ttian last year and
6.4% lower than the 5 year average.

16

Industry Pultllcatlons

PIRA Energy Group
Winter2014/15: •••
Summer 2015:

i Long
U.S. GAS PRICE SCORECAHD: November 2014 to March 2015- Gas

Price Oudook 'Bearish" based on fundamentals such as 'Lower 46 Gas

Production', 'US Storage Levels", and "Residential/Commercial'.
17-18

Gas Daily~Gas Price PreiActions t i Long

Citing the 'continulrtg onslaugfrt" of production. Smith cut his 2015 price
forecast $.20 to $3.70. Market looks over-supplied and odds favoring no
replay of Polar Vortex 2014. ICF Intemational also citing growth in
production and a winter witfiout polar vortexes should result in a gas price
of $4.50/MMBtu this winter. The robust production is offsetting the need
for gas in storage. Prices to decline to $4.CX} over the next several years
with seasonal price volatility. Barclays predicting 4th quarter price forecast
of $3.95/MM6^ and $4.15/MMBtu average price for the first quarter.

19-20

Gas Daily-Miscellaneous Information Long

Recent declines in crude prices have triggered concerns atxtut future
drilling and production. Bwtek has determined ttiat WTI would need to fail
below $70/b for an extended period of time before drilling Is impacted. If
producers did scale back h would take a substantial change to significantly
impact production. It would take a 25% cutt>ack in drWIngto reduced
associated gas production by 5 Bcf/d.

21

Government Agencies
Energy Information Administration
Winter 2014/15; $4,004

Summer 2015; $3,726
Long

The projected Henry Hub natural gas spot price averages $4.438/MMBtu
for 2014 and $3.82g/MMBtu for 2015.

22

Technical Analysis ^
Summer 2015 Strip Chart ♦ Short Closed at $3.78 23
Winter 2015-16 Strip Chart ♦ Short Closed at $4.05 24

Summer 2016 Strip Chart ♦ Short Closed at $3.80 25
Winter 2016-17 Strip Chart ♦ Short Closed at $4.09 26
Summer 2017 Strip Chart ♦ Short Closed at $3.92 27
Winter 2017-16 Strip Chart ♦ Short Closed at $4.23 28

Economy

Demand
—

Long

EIAprojects total natural gas consumption will average 73.2 Bcf/d In 2014,
an Increase of 2.2% from 2013, led by the Industrial sector. 2015 gas
consumption is expected to be flat as continued growth in the industrial
sector and higher electric power sector consumption offset lower
residential and commercial consumption.

29

Supply < • Long
Total marketed production expected to increase by an average rate of
4.8% in 2014 and 2.3% in 2015.

29

OH Market Long

Brent crude oil spot prices averaged $87/bbl in October, a decrease of
$10/bt>lfrom September and the first month Brent crude have averaged
below $90/bbl since November 2010. Brent crude projected to average
$83 per barrel in 2015, $18/bbl lower than projected last month.

30

Masting Minutes; 428 Annex Conference Room - 2:00 pm
Attendees: Jeff Kem, Joachim Fischesser, M'Ae Bnjmt)ack, Mkch Martin, Stave Niedertxumer

Discussed marketfundamentals Including weather, storage levels (end of season level~3.611 Tcf),PIRA and EIA price forecasts, analysts
projections of gas prices, and the current positionsof the DEK Hedging Programs. Significant discussion took place regarding recent coldweather
and its' Impact on DEICs storage levels. Inaddtion,discussed recent jump in NYMEX pricing forthe Summer 2015 and Winter 15/16strips. After
discussion, a concensus was reached not to hedge additional volumes at tfils time.



LoadForacaat

City Gate Load Forecast (Met)
TCO FSS Injections (Mcf)
Total Requssments (Mcf)

TCX) FSS Withdrawals (McQ
Other Withdrawals (Mcf)
Total Withdrawals (Mcf)

Fixed Price

Fixed Price

Fixed Price

Fixed Price

Collar

Fixed Price

Fixed Price

Total Hedged (dth/day)
Total Hedged (dth)

Tvoae of Hadoltw Products fll

Fixed Price

Price Caps
No-Cost Collars

Embedded Hedged Coat
Winter

Summer

Estimated System Supply (Gross)
Hedged % ol System Supply
Seasonal % ct System Supply

AmtHadoad with Storage a Cltv Gate
Hedged (Ctty Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total fthd. Injections) (Dth)
% HaC^jed & Storage
Saeaonat %

(1) Maximum percentage allowed per type of hedging product to 25% for Wirtter months and 40% Summer montfts.

Nov-14 Doc-14

Duka Emrgy Kantucky
Hadging Program - Currant PosttkNi

Novambar 2014 • Octobar 201S

Aa 0111/19/14

Jon-IS Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-IS Aug-15
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Load Foracast

City Gate Load Forecast (McQ
TOO FSS Injectiona Odd)
Total Requirements (Met)

TOO FSS WittidrawBis Odd)
Other Withdrawals (Md)
Total Withdrawals Odd)

Amount Hedoad tdttiAlavi

Fixed Price

Fixed Price

Cost Ave

Coilar
Total Hedged (dth/day)
Total Hedged (dth)

Types ot Hadoing Products m

Fixed Prica

Price Caps
No-Cost CoUare

EmiMddad Hedged Cost
Wintef

Summer

Estimated EGC per Dth at City

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Arm Hedoed with Storaoe Citv Gate

Hedged (Cay Gate) (Dth)
Storage Wittxlrawal (Dth)
Market (Dth)
Total (iiKi. Iniections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per type of hedgingproductis 25%forWirtter monthsand 40%Summermonths.

Nov-15 Oec-15

Ouk* Eiwrgy Itontucky
Hedging Program • Currant Poaltion

Novamltar 2015 - OctdMr 2016

As of 11/19/14

Jan-16 Fet>-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16
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Load Foracaat

Qty Gale Load Forecast (Idct)
TCO FSS Iniactiona (McQ
Total Rsqutretnenis (Met)

TCO FSS WotMlrawals (Mcf)
Ottier WiltKlrmials (Mcl)
Total Witttdrawais (Met)

AfflPW*
Fixad

Cost Ave ({
TBO

Total Hedged (dttVday)
Total Hedged (diti)

Tvpm o* Hfdrtnfl ProtfotritilA
rixsd Price

Price (2apa
No<k»tColaia

Embedded Hedged Coat
Wintsr

Summer

Estunatad System Supply (Gross)
Hedged % al System Supply
Seasonal % of System Supply

AintHedoedwIth Storage a CHv Gate

Hedged (Cdy Gate) (Dtti)
Storage Wittidrawal (Oth)
Martwt (Dth)
Total fmci. injeciiofls) (Dtti)
% Hedged &Storage
Seasonai%

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer monttis.

Nov-16 Oec-16

Duka EfMrgy Kentucky
Hadging Program • Currant Poaition

Novambar 2016 - Octobar 2017

Aa of 11/18/14

Jatv17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jui-17
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Load Forecast

City Gate Load Forecast (Mcf)
TCO FSS injections (McQ
Total Requirements (Md)

TCO FSS Withdrawals (Mcl)
Other Withdrawals (Met)
Total Withdrawals (Mcf)

Amount Hedged (dtti/davl

TBD

TBD

TBD

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedtilna Products 111

Fixed Price

O Price Caps
No-Cost Collars

Embedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

Amt Hedged with Storage ® CItv Gats

Hedged (City Gate) (Dth)
Storage Withdrawal (Dth)
Market (Dth)
Total Cind. Injections) (Dth)
% Hedged & Storage
Saaaonal%

Nov-17 Dec-17

Duke Energy Kentucky
Hedging Program • Currant Poaition

Novemlier 2017 - OctolMr 2018

Aa of 11/10/14

Jan-18 Feb-18 Mar-18 Apr-18 May-18

(1) Maximum percentage allowed per type of hedging product is 25% for Winter months and 40% Summer months.

Jun-18 Jul-18
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9

Delivery
Month

Apr-15
May-15
Jun-15

Jul-IS

Aug-IS
Sep-15
Oct-15

Summer 201S __
jTarqet Levels By MarcfToT^OIS

Nov-15
Dec-is

Jan-16

Fet>-16

Mar-16

Winter 15/16
Target Levels ByOctot)er31,2015

Apr-16
May-16
Jun-16

Jul-16

Aug-16
Sep-16
Oct-16

Summer 2016 .
[Target Levels By March 31

Nov-16

Dec-16

Jan-17

FBt>-17

Mar-17

Winter 16/17
Target Levels ByOctol}er 31,2015

Summer 2017

arget Levels By MarchsTGj

Apr-17
May-17
Jun-17

Jul-17

Sep-17
Oct-17

Nov-17

Dec-17

Jan-18

Fat)-18

Mar-18

Winter 17/18
Target Levels ByOctober 31,2015

Oukt Energy Kentucky
Hedging Program
Current Poeitlon

11/19/2014
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System
Suppty Total

Hedged to Date Next Target (3/31/151
Required Allowed
dth/day dth/dayDth/mo Dth/day Dth/mo
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Hedging Strategy
Current Position - November 21,2014

Duke Energy Ohio
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Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

PtiKo Sntrqy KoptMOkv

Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
TO CURRENT FUTURES PRICES

Historic Prices;

S-yr. avg.

(owio-iyi4)

Last Year H

(2013-2014) 1

Dec $3.93 $3.82 1
Jan $4.18 $3.35 1
Feb $4.21 $3.23 1
Mar $3.87 $3.43 1
Apr $3.77 $3.98 1

$3.93 $4.15 1
Jun $3.94 $4.15 1
Jul $3.99 $3.71 1

$3.88 $3.46 1
Sep $3.53 $3.57 1
Get $3.62 $3.50 1
Nov $3.50 $3.50 1

12 Month Avg $3.86 $3.65
Summer Average
winter Average

PIRA

28-Oct-14

/a

EIA NYMEX

12-N0V-14 21-NOV-14

$4,100 $4,302

$4,060 $4,453

$3,950 $4,417

$3,850 $4,326

$3,810 $3,747

$3,530 $3,681

$3,710 $3,699

$3,790 $3,720

$3,790 $3,707

$3,760 $3,709

$3,890 $3,737

$3,940 $3,794

$3,832 $3,941

$3,726 $3,714

$3,980 $4,258

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 210 of 333

Hedged Prices
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THREE-MONTH OUTLOOK
TEMPERATURE PROBRBILITY
0. 3 MONTH LCRO
VALID Djr 20H
HADE 20 NOV 2011

<5

B
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EarthSat 30-60 Day Outlook
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HB ngffiB^^gmsBnai
Departura from 1981-2010 normal ('F)

<rteoroj|o|^«Ut PV/BI^ WiATHiRSeRV/CES

December 2014^

Updated:
Nov 19, 2014

Updated:
Nov 19,2014

1^5.0 •i-a.O to ♦4.9 • ♦2.0 to ♦2.9 l.0to^1.9 ...Q.,, E3-1.0to-1.9
•-0.9 to 0.9

Forecast unchanged with
confldence remaining low

Still cold in mid-continent,
South, and Mid-Atlantic

The latest Decemberoutlook has not cfuingedas conffdetKa remains
too low to makeany sort ofaggressivechange at thisstage. ThereIs
stW a favoring towards coldamongthe longertenn cllmata sigruds and
persistence, but other Intermediatesignals such as the MJOpoint to
warmer risks, especially early Inthe month. The longer term models
also point towards a warmer outcome, butthey've failed miserably of
late and are not to be trusted. While ttwre Is Improved statistical
support for the December to mimic the November cold versus what
there was from Octotwr heading into November, the correlationIs
ulttmately sM falrty low. Changescould conceivably t>e quite largeto
either direction In our final update next week.

Dapartura from 1981-2010 normal (*F)

-2.0 to -2.9 -3.0 to -4.9 • ^5.0

Forecast remains unchanged

Cold opportunities continue

Widespread cold remains favored In trwst areas from the Rockies
eastvnrd, strongest In the Midwest and Plains. The forecast remains
based on the weak El Niho. negative QBO. and positive PDO with
additional support from above normal early season snow/Ice cover In
Eurasia. Given the Indicators and the over-perfomnance of cold early In
the season there may stll be some a risk of stronger cold at times. The
longer terni models remain much warmer than the forecast, but poor
verifications as of late Nmlt any confidence in their output at this point.

Dec GWHDO** Forecasts '10Y Normal '04-13

10Y Normal* 860.1

30Y Normal 873.8

Dec-2013 911.2

-NMIane Pop-VMgMKJ COCK

Jan GWHOO** Forecasts *10Y Normal '04-13

10Y Normal* 930.9

30Y Normal 952.1

Jan-2014 1048.0

**NUiorW Pop.Waig><t*clCDO«

Dec 2014 Fcst:

fat-'t

890

No Change

•efsMtrnie: ^

Special Earty Nov Updal# ,Curr<m veiir*r«r(CHI|1iri.11«^Filial 60 Day Outlook

Jan 2015 Fcst:

ti- ^9!"® '̂ ® cotdesUiiid-Novembef weather oi» record has been .seen over the la,st;.F'̂ »
f .jseveiDl days vyith record chiH at limes in iheRockies, mid-conlinent, atvJ now lociayrji v
i,;., in ihe Soulhand East Abnel rcprieye libinthe chiM Isexpectedemtynextvxeek.
J't anoihet ibund of weaker cold is sei lo settle mfor the last several days of; ^ 'j

ihe motiih: On the wlwte.\.vitl(ispreaci anomalies of 5-8'F bt;lownontial are ex- -. ' .-V
t- ' peeled acfriss a irade ^rtion of the Rockies. Plains. Midwest, aixl South vafh r'. .:' i>',

nnonralies of 2-5* bolow normal in miich of Hie East- The resuti is a Noveinber loiai;

995

No Change

PecefTiber 201
-Sw :vr* V. . >

ri.- • , , MDAInfurinalion .Sy.slcnis LLC S'jo West Diamond Avc, Suite300, Goilht'i.siinrg, .MD 1:1)878
. Tel-240-833-8300 Tax 240-833-8;joj www.imiaiis.com ©2014 [o'29ooooooi07.pdf—Version 2.3}
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EartliSat 6-10 Day Forecast—Detailed
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mMtm:
November ax. 2014

Previous

Forecast:

Forecast

fonfldence:

8/10

Previous

Forecast:

Forecast

Confidence

7/10

Previous

Forecast:

Forecast

Confidence:

5/10

Day 6: Wednesday, Nov 26

Day 7: Thursday, Nov 27

Day 9; Saturday, Nov 29'

Jfeteorolo^t; WMIHMSfJVWCfS

Colder Shift to Forecast Eastern US ~

West to Central US Warmer Second Halfr:

Cold air remains on tap to begin the period over the mid-
continent spreading eastwardearly In the wakeofa strong
storm system. Upstream pattem changes in the Pacific are ex
pected to prompt a faster, more potent build up of ridging in the
Western US. While this brings warmer changes to the West,
along with warmer risks here into parts of the Central US, the
East is forced colderina pattemdominated morestrongly by
cold high pressure today. Confidence is lowertoday than yes
terday due to a drop in model consistency, with confidence fall
ing most mid to late period. The second halfof the period
comes with a mixof risks as wellwith the opportunity for either
warmer or colder conditions.

Previous

Forecast

Forecast

Confidence:

6/10

Previous

Forecast:

Forecast

Confidence:

5/10

Day 8: Friday, Nov 28

Day 10: Sunday, Nov 30 '

A +8 MA+15 SA

; , MD/V Informalion Systems LLC H20 WVsl DinnuMid Ave. Siiite;-;oo. tlailluTshiiri'. Mn 20878
I'l l tax 241 i-.S.';i-8:it11 wwu.niiians.i:tMil ©2014 (o2ijoooooo1u2.|kI|'—Wrsiiin
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Weekly Natural Gas Storage Report - EIA

^ I U.S. Energy InTormadon
Administration

Weekly Natural Gas Storage Report
lirwe»li*ndlniNmwi*wH Wt4 | Nevembei29.2014 ei 10 30 sm { Hm Wilt—: ftev^nOf ». 2014

W^ns gat Ifi undorgreund ttorago, lowor 4t
Summary t«xt CSV JSN

H«iorlca( CcmfMrtMna

liod
b«on cubic

ca

iaal(Bcf)
Yaar ago
(11/14/13)

B-Vaar avaraga
(2000-2013)

Ragfaa 11/14/14 11J07/14 nai<sfianga iiviptlad ffowf (Ben Kchanga (Ben %cfianga

Eaal 1.863 1.064 •11 •11 1,967 •02 2.057 -5.1

Waal 496 802 •7 •7 562 -103 530 -6.0

Produdng 1,146 1.146 1 1 1.260 •100 1.261 •0.4

Sail 320 387 2 2 320 02 2C3 26.1

Nonadt 817 81B •1 1 961 •147 000 -173

ToM 3J04 3411 -IT •17 3.700 -•4 3430 •64

Sommtry
WoOiing gu in•toragt imi 3.504 8cf u ol Frldty, Novembar14,2014, acoordingid EIA aailmatia. Thha rapraiartt a ntt
daclifla of 17 Bd from tia pravioua vvaak Sfodia wara 201 Bd laaa than taat year at ttila lima and 244 8d batow iha S-
yaar avaraga ol 3.S3i Bd. tn iha Eaai Ragion, atocka wara 104 Bd baiow iha S-yaar avaraga Mowing nat idOidrawaiad
11 Bd. Stodu in tia Producing Ragioftware 105 Bd batowtfta S-yaar avaraga of 1,261 Bd aflar a nat infacltonof 1 Bd.
Siodca tn tfia Waat Ragian wara 36 Bd batow iha S-yaar avaraga aflar a nat drawdown of 7 Bd. At3,904 Bcf,total
wonting gaa to bafmv iha 5-yaar htotortcat ranga.

'Mrtaiggaaaitt

I i 5 i 4 I 5 j

c2 a xaai

Hela; Ttw dwded waa 4

twouffi2013.

•awraa:Form E1A-BI2, VTaddy Undargiound Naiurto QaaStoragaftoport' Thaaaafwdvantaal Inaa Mtoa«a cutrantwtoyavago

a aw ranga batwaan tw hblprteai mMrun ana mwdRun vatoaa tor iw waaMy aartoa bom 2000

//«» /6
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North American Gas Forecast Monthly

October 28, 2014
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NATURAL GAS

U.S. GAS PRICE SCORECARD: NOVEMBER 2014 - MARCH 2015

Bearish Neutral Bulsh

PIRA Energy Group. 3 Park Avenue. 28^ Floor. Now York. NY 10016-5989 (Tel) 212-688-6808 (Fax) 212-686-6628 vrww.plra.com
Forauthorized subscribers only. Copyright G 2014 PIRA Energy Group. All rights reserved.



KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 217 of 333

Pricing Predictions

Smith Cuts 2015 Price on Production, Storage-November 11,2014

Citing the"continuing onslaught" ofUS production, independent analyst Stephen Smith
cut his 2015 price forecast by 20 cents or 5% to $3.70/MMBtu.

"The gas market for 2015, with odds favoring no replay of 'Polar Vortex 2014," continues
to look over-supplied, even assuming a retum to a normally hot summer."

Year-over-year production growth for May through Octoberhas been 5.5% and this
explains more than half of the six-month deficit decline, milder than normal summer and
a warm October explains another 15%, and most ofthe balance would be explained by
gas-to-coal generation shifts.

Winter Henry Hub Prices Will be Around $4.50: ICF—November 7,
2014

According to ICF International, growth in the Appalachian shale's production and a
winter without polar vortexes should result in a natural gas price of $4.50/MMBtu this
winter.

The balance of gas in storage at the end of the injection season will be about 3.5 Tcf
and that amount is adequate because of the continued growth in production. The
robust production of gas is offsetting the need for gas in storage.

ICF expects the price of gas will decline to $4.00/MMBtu over the next couple of years
with seasonal price volatility.

•Predicting the near-term price of gas is made difficult by the weather, which is the
biggest wild card, the least predictable of the variables. Weather can move prices in
either direction."

Prices Unlikely to Dip Below $3.50: Barclays-October 27,2014

Barclays citing winter weather ahead, indicated prices are unlikelyto go below the $3.50
mark. Barclay reaffirmed their fourth-quarter price forecast of $3.95/MMBtu.

/9
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"Unsupportive weather and strong storage injections have driven prices lower, but there
isn't much more downside risk left, and weview a dip below $3.50/MMBtu as an unlikely
scenario." Upside risk beyond $3.95/MMBtu is limited according to Barclays. Barclays
affirmed their $4.15/MMBtu average price for the first quarter2015.
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Miscellaneous Information

Crude Price Declines Trigger Production Concerns—November 12,
2014

Recent declines In crude prices have triggered concerns about future drilling and
production. Bentekhas determined that WTI would need to fall below $70A) and stay
there for an extended period of time to have a significant impact on natural gas
production.

"Bentek analyzed the Internal rates of return per well that drillers as seeing in most US
shale gas-and liquids-plays. Itfound that returns are likely to remain sufficient at current
crude price levels to maintain drilling plans in the plays that will contribute the most to
2015 gas production growth. Based on average returns across the plays examined, oil
prices would have to fall in the $60-70/b price range to pressure producers to reduce
drilling."

"If producers did begin to scale back drilling, it would take a substantial change to
significantly impact production. In fact, ifcrude prices fall far enough below $70/b that a
25% cutback in liquids drilling occurs, about 5 Bcf/d of associated gas production would
be at risk."
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Jan-12 2.67

Feb-12 2.50

Mar-12 2.18

Apr-12 1.95

May-12 2.43

Jun-12 2.48

Jul-12 2.95

Aug-12 2.84

Sep-12 2.85

Oct-12 3.32

Nov-12 3.54

Dec-12 3.34

Average
2012 $ 2.753

Summer
$ 2.686

2012

Winter 2012
$ 3.470

2013

ledging Meeting 11-21-2014.xisx

Energy Information Administration

Henry Hub Pricing
Per MMbtu

November 12,2014 Release

Jan-13 3.33

Feb-13 3.33

Mar-13 3.81

Apr-13 4.17

May-13 4.04

Jun-13 3.83

Jul-13 3.62

Aug-13 3.43

Sep-13 3.62

Oct-13 3.68

Nov-13 3.64

Dec-13 4.24

Average
2013 $ 3.728

Summer
$ 3.770

2013

Winter 2013

2014
$ 4.698

Jan-14 4.71

Feb-14 6.00

Mar-14 4.90

Apr-lj^ 4.66

May-14 4.58

Jun-14 4.59

Jul-14 4.05

Aug-14 3.91

Sep-14 3.92

Oct-14 3.78

Nov-14 4.06

Dec-14 4.10

Average 2014 $ 4.438

Summer
$ 4.213

2014

Winter 2014-

2015
$ 4.004

11/20/2014

3.2-
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Jan-15 4.06

Feb-15 3.95

Mar-15 3.85

Apr-15 3.61

May-15 3.53

Jun-15 3.71

Jul-15 3.79

Aug-15 3.79

Sep-15 3.76

Oct-15 3.89

Nov-15 3.94

Oec-15 4.07

Average
2015 $ 3.829

Summer
$ 3.72620^5 _

EIA Prices
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Independent Statistics & Analysis

U.S. Energy Information
Administration

November 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA expects total natural gas consumption to average 73.2 Bcf/d in 2014. an Increase of 2.2% from 2013.

with the Industrial sector leading the growth. In 2015. total proiected natural gas consumption is

expected to be flat as continued industrial sector growth and higher electric power sector consumption

offset lower residential and commercial consumption. Higher natural gas prices this vear contribute to a

1.7% decline In natural gas consumption in the power sector to 22.0 Bcf/d in 2014. EIA expects natural
gas consumption in the power sector to increase to 22.7 Bcf/d in 2015.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production to grow bv an annual rate of 4.8% in 2014 and 2.3% in

2015. EIA projects that the strong increases already seen In the Lower 48 states for most of this vear will

continue, more than offsetting the lone-term declining trend in the Gulf of Mexico. As of August, the
most recent month for which EIA data are available, dry natural gas production was 3.4 Bcf/d greater
than it was in August 2013. Production usually declines in September; however, preliminary data
indicate that growth has continued, with new production offsetting maintenance declines.

Growing domestic production is expected to continue to put downward pressure on natural gas imports

from Canada and sour exports to Mexico. Exports to Mexico, particularly from the Eagle Ford Shale in
South Texas, are expected to increase because of growing demand from Mexico's electric power sector
and flat Mexican production.

Natural Gas Inventories.

Natural gas working inventories totaled 3.571 Bcf as of October 31. which was 238 Bcf lower than at the

same time last vear and 261 Bcf lower than the previous five-vear (2009-13) average. The injection
season began somewhat slowly in April, but has continued at a strong pace, with injections above the
five-year average throughout most of the injection season. The deficit to the five-year average and to
last year's level has narrowed over the injection season with substantial weekly stock builds. Heading
into next summer. EIA projects that end-of-March 2015 inventories will total 1.562 Bcf. 94 Bcf below the

five-vear (2010-14) average.



Crude Oil Prices
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North Sea Brent crude oil spot prices averaged S87/bbl in October, a decrease of SlO/bbI from

September and the first month Brent crude oil prices have averaged below $90/bbl since November

2010. The combination of robust world crude oil supply and weak global demand contributed to rising
global inventories and lower crude oil prices. The forecast Brent crude oil price averages S83/bbl in
2015. $18/bbl lower than projected In last month's STEP.

The monthly average WTI crude oil soot price fell from an average of S93/bbl in September to S84/bbl in

October. High refinery runs contributed to the discount of WTI crude oil to Brent crude oil narrowing
from an average of $8/bbl duringthe first halfof this year to an average of $3/bbl inJuly. More recently,
lower-than-expected demand in Europe and Asiacombined with continued growth in global liquids
supply depressed global crude oil benchmarks like Brent, contributed to the WTI discount to Brent again
falling to $3/bbt in October. EIA now expects WTI crude oil prices to average SSO/bbI in the fourth
quarter of 2014 and $78/bbl in 2015. Sll/bbI and Sl7/bbl lower than projected in last month's STEO.

respectively. The discount of WTI to Brent crude oil is forecast to widen slightly from current levels,
averaging $6/bbl in 2015.

3<J
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Total

1-Oct

2-Ocl

3-Oct

6-Oct

7-Oct

8-Oct

9-Oct

10-Oct

13-Oct

14-Oct

15-Oct

16-Oct

17-Oct

20-Oct

21-Oct

22-Oct

23-Oct

24-Oct

27-Oct

28-Oct

29-Oct

30-0ct

31-Oct

3-Nov

4-Nov

5-Nov

6-Nov

7-Nov

10-Nov

11-Nov

12-Nov

13-Nov

14-Nov

Total

Aor-ie

$3,901

$3,885

$3,895

$3,862

$3,878

$3,851

$3,859

$3,849

$3,861
$3,826

$3,820

$3,827

$3,831

$3,783

$3,779

$3,757

$3,742

$3,738

$3,730

$3,767

$3,798

$3,816

$3,825

$3,858

$3,865

$3,847

$3,833

$3,821

$3,802

$3,829

$3,830

$3,770

$3,784

Basis to Columbia Gulf Mainline

IPrlce to be paid forj

Mav-16

$3,902

$3,886

$3,895

$3,863

$3,879

$3,852

$3,860

$3,850
$3,862
$3,827

$3,821

$3,828
$3,832

$3,784

$3,780

$3,758

$3,744

$3,740

$3,734

$3,769

$3,798

$3,815

$3,823

$3,856

$3,861

$3,842

$3,821

$3,808

$3,790

$3,816
$3,817

$3,757

$3,775

Jun-16

$3,929

$3,913

$3,923

$3,891

$3,907

$3,880

$3,888

$3,878

$3,889
$3,855

$3,849

$3,856

$3,860

$3,812

$3,808

$3,786

$3,772

$3,768

$3,762

$3,797

$3,825

$3,840

$3,848

$3,881

$3,886

$3,867

$3,844

$3,831

$3,813

$3,838

$3,838

$3,778

$3,796

Duke Enfh^ Kentucky
Hedging Program for2016/17

Cost Averaging wltti^H® Columbia Gulf Mainline

Jui-16

$3,956

$3,940

$3,951
$3,919
$3,935

$3,908

$3,916

$3,906

$3,916

$3,882
$3,877

$3,884

$3,888

$3,840

$3,836
$3,814
$3,800

$3,796

$3,790

$3,825

$3,853

$3,868

$3,875

$3,908

$3,913

$3,894

$3,869
$3,856

$3,838

$3,863

$3,863

$3,803

$3,821

A"q-i6
$3,965

$3,949

$3,960

$3,929

$3,945

$3,918

$3,926

$3,916
$3,926
$3,692

$3,887

$3,894

$3,898

$3,850

$3,846
$3,824
$3,810

$3,806

$3,800

$3,835

$3,863

$3,878

$3,885

$3,918

$3,923

$3,904

$3,879

$3,866

$3,848

$3,873

$3,873

$3,812

$3,830

SaP-16

$3,953

$3,937

$3,946
$3,915
$3,931

$3,904

$3,912

$3,902

$3,912
$3,878

$3,873

$3,880

$3,884

$3,836

$3,832
$3,810

$3,796

$3,792

$3,786

$3,821

$3,849

$3,863

$3,870

$3,903

$3,908

$3,889

$3,864

$3,851

$3,835

$3,858

$3,858
$3,797

$3,815

Oct-16

$3,981

$3,966

$3,972

$3,941
$3,957

$3,931

$3,939

$3,929
$3,939

$3,905
$3,900

$3,907

$3,911

$3,863

$3,859
$3,837

$3,823
$3,818

$3,812
$3,847

$3,875

$3,889
$3,896

$3,929

$3,934

$3,914

$3,888

$3,875

$3,859

$3,882

$3,882

$3,821

$3,839

Nov-16

$4,066

$4,051

$4,056
$4,025

$4,041

$4,016

$4,024

$4,014

$4,024

$3,986

$3,981

$3,988

$3,992

$3,945

$3,941
$3,919

$3,905

$3,899

$3,893

$3,922

$3,947

$3,960

$3,967

$4.00}

$4,005

$3,984

$3,958

$3,946

$3,930

$3,952

$3,952
$3,893

$3,912

dth/day delivered Apr. 1,2016 to Mar. 31,2017:

Cost Averaging"Apr16-Mar17.xisx 11/16/2014

Deo-16

$4,239

$4,224

$4,228
$4,197

$4,212

$4,188

$4,196

$4,186
$4,196

$4,158

$4,153

$4,160

$4,164

$4,118

$4,114

$4,092

$4,078

$4,070
$4,064

$4,087

$4,108

$4,115

$4,122

$4,150

$4,153

K130
$4,104
$4,096

$4,080
$4,100
$4,102
$4,045

$4,066

Jan-17

$4,371

$4,356

$4,359
$4,328

$4,342

$4,318

$4,326

$4,316

$4,326
$4,294
$4,289

$4,296
$4,300

$4,255

$4,249
$4,227

$4,213

$4,204

$4,198

$4,219
$4,236
$4,241

$4,248

$4,276

$4,278

$4,255

$4,229

$4,223
$4,207
$4,227

$4,232
$4,177

$4,200

Feb-17

$4,351

$4,336

$4,338
$4,308
$4,321

$4,298

$4,305

$4,295

$4,305
$4,276

$4,271

$4,278
$4,282

$4,237

$4,231
$4,208

$4,195

$4,185
$4,179

$4,199

$4,218

$4,223

$4,230

$4,256
$4,258

$4,233

$4,209
$4,203

$4,187

$4,205

$4,210

$4,155

$4,180

Mar-17

$4,291

$4,276

$4,277
$4,247
$4,259

$4,237

$4,243
$4,233
$4,243

$4,218

$4,213

$4,220
$4,224

$4,179

$4,173

$4,150

$4,137
$4,127

$4,121
$4,139

$4,156
$4,161

$4,168

K194
$4,196

$4,170

$4,146

$4,140

$4,124

$4,141

$4,147

$4,093
$4,120

12 Month

Str|£
$4,071

$4.05!

$4.06671
$4.0354

$4.0506|
$4.(^51
$4.0328

$4.0228
$4.0333

$3.9998
$3.9945

$4.0015

$4.0055

$3.9585

$3.9540
$3.9318
$3.9179

$3.9119

$3.9058
$3.9356

$3.9605

$3.9724

$3.9798
$4.0108
$4.0150

$3.9941

$3.9703
$3.9597

$3.9428

$3.9653
$3.9670

$3.9084

$3.9282
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Hedging Program
Market Indlcatora Summary

Decembar 18,2014
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Price

Pressure
Term Comments

Page
Ref

Weattwr

Long Term Forecast (Jan 15-Mar IS)
—

Long
NOAA predicting above average temperatures for January 2015-March
2015 from the west coast to the Rockies. Below normal temperatures In
the southern states up to the Great Lakes' states to the east coast.

13

Mkt Term Forecast (30-60 days) t Long

January Is predicted to be 6.9% colder than normal based on 10 year
normals and February weather Is predicted to be 3.0% colder than normal.
WSI predicts warm east In December turning colder InJanuary and
February.

14

Short Term Forecast (6-10 days) Short

Above normal temperatures covers the CONUS at the beginning of the
period being replaced by strong cold In the west and central portions of
the CONUS later in the oeriod.

15

Storage inventory

EIA Weekly Storage Report
—

Long

Storage withdrawals for the week ending December 12th were 64 Bcf.
Storage levels are at 3.205 TCF which Is 0.2% higher than last year and
7.3% lower than the 5 year average. EIAexpects storage inventories will
end March at 1.431 Tcf about 383 Bcf below the 5-year average but 609
Bcf above last years endlno balance.

16

Industry Pubtications

PIRA Energy Group
Winter 2014/15:

Summer 2015:
t; Long

U.S. GAS PRICE SCORECARD: January 2015 to March 2015- Gas
Price Outlook "Bearish" based on fundamentals such as 'Lower 48 Gas

Production". 'US Storaoe Levels", and "Residential/Commercial".

17-18

Gas Daily-Gas Price Predictions t i Long

A survey of Investors Indicates that gas prices will not be Impacted by the
drop in crude oil prices and wlH remain stable for the next two years. Henry
Hub willaverage $3.89/MMBtu over the next 12 months. 48% of
respondents believe a price range of $4.00 to $4.49 over the next two
years, 23% believe the price win be less than $4.00 for that period. AGA
states abundant gas supplies win mitigate price swings even as
environmental regulations Increase demand for natural gas. Colder winter
weather Is needed to keep prices from plummeting due to growth In gas
production Oriningefficiency has Increased dry gas production by 4.8
Bcf/d In the last 7 months.

19-20

Gas Daily-Impact of Oil Prices on Gas
Production t Long

Natural gas production could begin to fall off In 2015 as a result of low
global oil prices. Associated gas willeventually decline as the number of
drllNng rigs for crude goes down. Bentek estimates that oil prices would
need to remain under $70/bbl for 6 months or more to have a significant
Impact on associated gas production. Outside of the Marceltus, the
majorityof natural gas production growth has come from associated gas-
if oil prices stay near $70/bbl for an extended period, then oll-dlrected
drilllna and associated oas will decHne.

21

Government Agencies
Energy Information Administration
Winter 2014/15: S4.016
Summer 2015; S3.726

t Long
The projected Henry Hub natural gas spot price averages $4.443/MMBtu
for 2014 and $3.829/MMBtufor2C15.

22

Technical Analyais
Summer 2015 Strlo Chart * Short Closed at $3.49 23
Winter 2015-16 Strlo Chart ♦ Short Closed at $3.83 24
Summer 2016 Strlo Chart ♦ Short Closed at $3.72 25
Winter 2016-17 SttlD Chart ♦ Short Closed at $4.05 26
Summer 2017 Strlo Chart ♦ Short Closed at $3.91 27

Winter 2017-18 Strlo Chart ♦ Short Closed at $4.23 28
Economy

Demand Long

EIAprojects total natural gas consumption will average 73.9 Bcf/d In 2014,
an Increase of 3.2% from 2013. 2015 gas consumption Is expected to be
decline as lower residential and commercial consumption offset Increases
In the electric power and Industrial sector.

29

Supply Long
Total marketed production expected to Increase by an average rate of
5.5% In 2014 and 3.1% In 2015.

29

Oil Market i Long

Brent crude oil spot prices averaged $79A>bl In November, a decrease of
$8/bbl from Octotier. On November 27, following OPEC's decision to
leave Its crude oil production target unchanged. Brent crude oil spot prices
fell by more than 10%, and have since fallen to $68/bbl as of December 4,
the lowest dally price since May 25, 2010. EIA expects WTI prices to
average $75/bbl In the fourth quarter of 2014 and $e3/bbl In 2015.

30

Meeting Minutaa: 428 Annex Conference Room -1:00 pm
Attendaaa: Jeff Kem, Joachim Fischesser, Steve NIedertiaumer
Discussed market fundamentals such as weather, storage Inventory levels, and economic factors such as supply and demand. Discussed analyst
projections and PIRA, EIA and NYMEX pricing Information. Discussed ourcurrentpositions within the Kentucky hedgingplans which has been
updated fora newloadforecast. In addition, significant discussion tookplaceaboutthe recentdecline inNYMEX pricing specifically Summer 2015
an^M[jJ®]^0l^6 stri^rlces. Determined that the Winter 15^6 offered an opportunity to lock In prices for a fixed price transaction. Called

BH^HBBi^Hand^^lfor a bid on the following: DEK-flBBDtti/d, Columbia Gulf Mainline, Nov. 1,2015 to Mar. 31, 2016 to be priced on
December 22, 2014.



LoadForacast

CityGate Lxwd Foracast (Mci)
TCOPSS Injediona (UlIcQ
Total Raquiramants (Met)

TCOFSS Withdra««i8 (Md)
Othar Withdrawals (idcl)
Toiai WNhdrawals (McQ

AfflSuot
Focsd Prica

Fbad Plica

Rxad Pries

Hxed
Cottar

Fbiad

Rxad Prica
Totai Hadgad (dth/day)
Total Hadgad (dtti)

Tvpaa of Hadolno Products ii>
Rxad Prica

PricaCaps
No-Coal CoOara

Embaddad Hadgad Coat
wmtar

Summer

Esdmaiad Systam Supply (Gross)
Hadgad % of Syatom Supply
Saaaonai % of Syatam Supply

AmtHadaadsrithSlorsosiacitYqirt,
Hedged (CityQtta) (Oih)
Storage Wiihdiaiwal (Dtti)
Market (Dth)
Total (irid. Ir^ections) (Dth)
% Hadgad AStoraga
SmmmiaI ^

Nov-14 Dac-14

Ouka Emrgy Kantucky
Hedging Program - Currant PoaMkm

Novambar aoi4 - Octobar 2015
As of 12/15/14

Jan-lS Feb-lS Mar-15 Apr-15 May-lS

(1) »tox«»uinpareantagaalowod par type of hedging product is 25% lor Wintarrnonihs and 40% SunvTwr months

Jun-15 Jul-IS
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Load Forecast

City Gate Load Forecast (Met)
TOO FSS Injections (lyici)
Total Requirements (McO

TCO FSS Withdrawals (Mcf)
Other Withdrawals (Mcf)
Total Withdrawals (Md)

Amoum Hedged Idth/davl

Fixedl
Fixed I

Cost Aye I
Cottar j

Total I

Total Hedged (dth)

Types of Hedoino Products <11

Fixed Price

Price Caps
No.Cost Cottars

Embedded Hedged Cost
Winter

Summer

Estimated EGG per OtI) at City Gata

Estimated System Supply (Gross)
Hedged % of System Suppiy
Seaaonai % of Syatam Supply

Amt Hedged with Storaoe^ City Gatt

Hedged (CityGals) (Dth)
Storage Withdrawal QMt)
Market (Dth)
Total fincL Injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage aUowied per type oi hedging product Is 25% tor Winter months and 40% Summer months.

Nov-15 Dec-15

Duk* EiMrgy Kentucky
Hedging Program - Current Position

November 201S • October 2016

As of 12/16/14

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 JuFl6
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iiAa^PSOEM
City Gale LoadForecast (Met)
TOO FSS li^acbons (Md)
TotalRequirements(Met)

TOO FSS Withdrawals (McQ
Other Withdrawals (Met)
Total Withdrawals (Md)

Amount

Fixed

Cost Ave
TBO

Ave

Total Hedged (dtVday)
Total Hedged (dth)

Tvpea of Hedoino Products <ii
Fixed Price

Price Caps
No-Cost CoUare

Embedded Hedged Coat
Wintar

Summer

Estimated System Supply (Gross)
Hedged %of Syatam Supply
Seasonal % of System Supply

AmtHadaadwlthStoraoa<S>Cltyru.t.
Hedged (City (aate) (Dth)
Storage Withdrawal (Dth)
Market (0th)
Total fsid. Irijectlons) (Dth)
% Hedged & Storage
Saaaonal%

Nov-16 Oec-16

Didw Enargy Kentucky
Hadging Program - Currant Poaitioa

Novambar 2016 - Octobar 2017
Aa of 12/16/14

Jan-17 Feb-17 Mar-17 Apf-17 May-17

(1) Mawmum percentage altowed per type of hedging produd is25% tor Winter months and 40% Summer months

Jun-17 Jul-17
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if|p

lsad.&£SS8ti
City Gate Load Forecast (McQ
TOO FSS Inleclions (McQ
Totai Raquirements Obilct)

TOO FSS Withdrawals (McO
Other Withdrawals (McQ
Totai Withdrawals (McQ

Amount Hsdosd (dth/davt

TBO

TBD

TBO

Total Hedged (dth/day)
Total Hedged (dth)

Types ol Hedotna Products til

Fbtad Price
Price Caps
No-Cost CoHare

Emliedded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of Syatem Supply
Seasonal % of Systam Supply

Amt Hedged with Storaoeia City Gate
Hedged (City Gale) OWt)
Storage Withdrawal (Oih)
Market (Dth)
Total (irid. Injections) (Dth)
% Hedged & Storage
Seaaeiial%

Nov-17 Dec-17

Ouk* Efwrgy Ksntucky
Hedging Program - Curront Position

Novofflbor 2017 - Octobar 2018

A* ol 12/16/14

Jan-18 Feb-iB Mar-18 Apr-18 May-18

(1) Maximum percentage allowedper type ol hedging product is 25% tor Wimermonths and 40% Summermonths.

Jun-18
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Delivery
Month

Summer 2015

jTarget Levels By March 31

Nov-15

Oec-15

Jan-16

Peb-ie

Mar-18

Winter 15/18
Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels ByOctotier 31,2015

Apr-ie
May-16
Jun-ie

Jui-18

Aug-18
Sep-18
Oct-16

Summer 2018

ITarget Levels By March 31

Nov-ie

Dec-16

Jan-17

Fob-17

Mar-17

Winter 18/17
Target Levels By October 31,2015

Summer 2017
ITarget Levels By MarctTai^OlS

Nov-17

Dec-17

Jan-18

Feb-18

Mar-18

Winter 17/18 _
Target Levels ByOctober

May-is
Jur>-15

Jul-IS

Oct-15

May-17
Jurv17

Jui-17

Oct-17

Ouk« Envrgy Kentucky
Hedging Program
Current Position

System
Supply
Dth/mo

Hedged to Date
Total

Oth/day Dth/mo

10

Next Target (3/31/15)

Required Allowed
dth/day dth/day

12/18^14
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Hedging Strategy
Current Position - December 16.2014

Duke Energy Ohio
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Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

PtiKt Eporgy KontPcKv

Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017
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COMPAHISON OF HISTORIC SPOT &PROJECTED PRICES 20i5'A^l?R"port 'public
TO CURRENT FUTURES PRICES

Historic Prices:

5-yr. avg. Last Year 0
(0W10-13/14) (2013-2014) i

Jan $4.18 $4.41

Feb $4.21 $3.23

Mar $3.87 $3.43

Apr $3.77 $3.98

May $3.93 $4.15
Jun $3.94 $4.15

Jul $3.99 $3.71

Aug.. . $3.88 $3.46
Sep $3.53 $3.57

Get $3.62 $3.50
Nov $3.50 $3.50
Dec $3.89 $3.82

12 Month Avg $3.86 $3.74
Summer Average
Winter Average

PIRA

24-NOV-14

/a

EIA NVMEX

9-Dec-14 18-0eo-14

$4,060 $3,767

$3,950 $3,788

$3,850 $3,738

$3,750 $3,478

$3,530 $3,467

$3,610 $3,495

$3,750 $3,532

$3,790 $3,525

$3,760 $3,516

$3,890 $3,545

$3,940 $3,614

$4,070 $3,767

$3,829 $3,603

$3,726 $3,508
$3,974 $3,735

Page 238 of 333

Hedged Prices

Ohio Kentucky



THREE-MONTH OUTLOOK
TEMPERATURE PROBRBILITY
0.3 MONTH LERO
VALID JFM 2013
MADE 18 DEC 2Q1H

II
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EarthSat 30-60 Day Outlook
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rnnm-.
Wedneg|day> Dj^mber ao»4 L •'V •

Dtpaitufw from 1S81-2010 normal (*F)

Updated:
Dec 17,2014 ~

imamuamtKis

Updated:
Dec 17,2014^

from 19S1-2010 noimal (*F)

1^8.0 ••••3.0 to 4-4.9 B >2.0 to 4-2.9 B4-1.0 to 4-1.9 .,0,., •-1.0 to-1.9
I I-0.9 to 0.9

No changes to forecast

Confidence increases in return

of cold

As we get doser to January confidence Is Increasing In the
anomalously-warm December pattern ending late mcnib arxl cold
returning right In time for ttia Year. Our current 16-20 Day forecast
valid Jan 1-5 shows this cold having already arrived with belows for all
areas east of the Rockies and much belovM In ttie Midwest as a
negative AO and negative EPO combine to open the Arctic up for
business. Our overall forecast for January Is urKhanged with cold
threats expected to continue across much of tfie eastem 2/3 of tfie US
and focused over the Centrd US. While the Midwest to the East carries
colder risks, espedally Ifearly month cold Is mon Impressive In tfiese
regions, the risk from the Western Plains to the West Coast Is In the
warmer direction u4rere upper level ridging may build up more strongly,
yieldingmore widespread and stronger aboves.

Jan GWHOD" Forecasts

Jan 2015 Fcst:

i Dect
Sv- •

SP>-i

,> laav

995

No Change

•10Y Normal '04-13

iOY Normal* 930.9

30Y Normal 952.1

Jan-2014 1048.0

"NMone l>0|>WWgtW(t COOi

•2.0 to -2.9 -3.0 to -4.9 • s-5.0

No changes to forecast

Coid opportunities continue
across eastern half

No cliartges were made to ttw February outlook which continues to
favor cold across the eastem hatf and remaining strongest In the
Central US. The weak/moderate B Nino, positive PDO, and negative
QBO are aO factors InallovWig for contlrujed opportunities for upper-
latitude blocking, and late-autumn Eurasian snow cover remains an
Influence In that regard as well. Confidence Is Improved now that signs
of tfie expected cold pattern are emerging In the mid-rarrgeforecast
The CPS model's 2-meter temperature anomalies are less supportive of
the cold, but the height pattern supports ridging In ttre west up to
no(1hv«stem Canada \Mrlch would open ttw door for contlrHjed cold
dOMistream. Risks may be to the colder side In the East If more
blocking Is seen In the North Atlantic.

Feb GWHDO'* Forecasts

Feb 2015 Fcst: 820

No Change

'10Y Normal '04-13

IOY Normal*

30Y Normal

Fab-2014

796.2

779.1

882.8

-NatonS Pop.WegMwl coot

mmm
^ [FIntI60 Day Outlook. Sptcial Early0«c UpdatS Current vtrlT »rorec»t(12r|.12r)t)
^ i •- .. "Ai
. i Despite a lale-nionlh cokJ sunje December slill lorAs lb be an mtsea.sonahly warm" f "
ji ? month for the vast majonty ot lite US cmlite whole, especialtv .-tctoss Itie western^ ;

haW. If itie cuneni 1-15 Day forecast now valid out to the end ol the m""unth is cor-C S
reef.Ooctjrnlter vroiild tol.al only799.0GWUDOs v/hich wottkl be llie 15thwamiest'

If// Decenifter since I'JSO Itased onthat inetnc and'woukl beover 100 GWHDDs less c..
3® than lastOecember (911 2). Our30.'60 Day rjuilooks failed tocapture this warmth "r/ ,

by a wde margin, vnth a special update eaitier titis month comlnrj much closer m,-
capiufing the overall paltem.c " .tvi,. t c- r" J ' rA; • . , ' ? ' ^
•.-r . A's:,: f ''-i? "

-J*; i I If.jel r f-uCAir
•} v»»- re#re.ei,#eCNe»iwe»eiiijt»e

MDA Informatiun Sy.stcnis LLC H20 West Diamond Ave, .Snitc :ioo, (!ailhci-s|jnrg, MD 20878
Tel-2.10-83.3-8,-joo Fax 2.10-833-8301 ww-w.md,iiis.com (92014 Io20oooooot07 pdf—Version 2.3]



EarthSat 6-10 Day Forecast—Detailed
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mMtm:

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

8/10

Previous

Forecast:

Forecast

Confidence:

7/10

Day 6: Tuesday, Dec 23

Day 7: Wednesday, Dec 24

Day 9: Friday, Dec 26

IME4IH** UKincis

Adjustments To East Warmer Early &Latef^,

Strong Cold Filters Into Western & Central U.S.

A storm system stretching from the Mississippi Valley into the
Midwest early In the period continues to press even more
warmth Intothe East and South during this time period. In the
wake of this system, a weak high pressure system diving into
the Midwest and toward the South might permit a little shot of
cooler air In the mid-period. However, this is a low confidence
risk. The other big story is the advancement of a strong high
pressure system out of westem Canada, helping to Introduce
stronger cold air into the West and toward the Central U.S.
Cold air aims to reach parts of Texas at period's end. Mean
while, warmer temperatures push into the East downstream of
this coid air diving Into the Central U.S.

Previous

Forecast:

Forecast

Confidence

7/10

Previous

Forecast:

Forecast

Confidence:

6/10

Day 8; Thursday, Dec 25

Day 10: Saturday, Dec 27

WZ24

A +8 MA+15 S

MOA Inlbrinatiun Systems LLC «:.;() West niamoiicl Avc. Suite :joo, CailluTshing. MO 21JS7H ;:;y
Tel 2.10-H:;3-.S:;oo [•a.v \\vvw.nulaus.eoiii ©2014 |o29<>(t0()00i02.p(lf—\ eisioii MJ;

IS



Weekly Natural Gas Storage Report - EIA

eia'
U.S. Energy Infornuuion
Adminutration

Weekly Natural Gas Storage Report
«h •ndlfig DMMib«r12,3»14 | flelwe* Deo*nbei tl, 3014« ) Nwl Aelww: Oeoemtier 24.2014

iln imdoryouni ftoragt, lowor 49 alMw
text CSV JSN

Worttngga
Sunvnary

Producing

Sift

ToM

bfttan cubic fool (BcQ

HItterteol Ctfi^iftBorv

VMf MA

(12/12/13)
S-Voor ovoroQO

(2000-2013)

12/11/14 12M/14 1idl oftanga ifi^todflow (•eO % oftanfo (Bcfl % diang

1.726 1,780 -65 -56 1,702 1 4 1,667 -6,6

471 470 1 1 468 2.6 464 -2.7

1.10B -10 -10 1,126 -2.7 1.162 -7.0

326 323 2 2 262 16,2 246 30.6

774 767 -13 •13 646 -67 933 -17.0

%9m •64 -64 OJ 336S •74

Summary
Woikinogoa(nstorogt ao4 3.2»6 Belm oI Fridov, Dicambor 12,2014, acoonSngto EIAMtlmotao TNa ropreMnto• not
Oadna of 64 Bd from too proviouowook. Stodtt woro 6 Bcfhighor toon lootyoor it tola limo wid 236 Bd botow the 6-
yooiovorogod 3,553Bd. Intoo Ead Rogton. otockaworo162Bd botowtoo S-yoo# avorogotottowtog not Aitrtoiowill d
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North American Gas Forecast Monthly

November 24, 2014
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NATURAL GAS

U.S. GAS PRICE SCORECARD: JANUARY 2015 - MARCH 2015

Bearlah Neutral Buish

PIRA Energy Group, 3 Parfc Avenue, 26* Floor, New York, NY 10016-5969 (Tel) 212-686-6806 (Fax) 212-666-6628 www.plra.com
For authorized subscrltMrsonly. CopyrightO 2014 PIRAEnergy Group. AH rights raearvad.
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Pricing Predictions

Investors See Gas Stocks as Staying Solid: Report-December 12,
2014

Bernstein Research client survey Indicated Investors In energy stocks think natural gas
prices will not be Impacted by the drop In crude oil products and will remain stable for
the next two years.

"Energy stock buyers thinkthat Henry Hub natural gas prices will average $3.89/MMBtu
over the next 12 months, a 1% drop from the results of the same survey In the third
quarter, and 6% higher than the 12-month NYMEX strip."

The same group of 134 participants think gas prices will rise to $4.30/MMBtu over the
next two years, again 6% higher than the strip. "Nearly half, or 48% of respondents see
the long-term price expectations In the $4-$4.49/MMBtu range, while 23% of
respondents think gas prices will average less than $4/MMBtu over the next two years."

Gas Group Predicts Lower Volatility, Increasing Demand—December
12,2014

The Incoming chairman of the AGA stated that abundant gas supplies from the
Marcellus and Utica plays are likely to mitigate price swings In the gas market even as
proposed environmental regulations increase demand for natural gas.

There are many projects slated to come online In 2017 and 2018 that will help Marcellus
and UtIca gas to market centers, mitigating pricing displacement and contributing to gas
remaining in a range from $4 to $6 for the foreseeable future.

Thanks to its domestic abundance, paired with Its economic, environmental and energy
security benefits, i happen to believe that natural gas should be and It will be the
preferred source of energy for this nation for decades and decades to come."

It

9



KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 246 of 333

Extreme Cold This Winter Seen as Key to Absorbing Excess Gas
Supply—December 10,2014

According to analyst Andy Weissman, growth in natural gas production has required
colder winter weather to keep prices from plummeting, setting up the current market for
more downside.

"According to Weissman, the natural gas Industry has become a victim of Itsown
success as the availability of shale gas and Increased drilling efficiency has Increased
dry gas production bya record 4.8 Bcf/d In just the past seven months." As a resultthe
market has been Increasingly Imbalanced over the past 24 months with the absorbance
of excess supplydepending on the severity of the winter cold.

While prices responded to the high heating demand last winter and while forecasts fora
cold January—February 2015 encouraged many traders to look for a repeat this winter
forecasts from Weather Decision Technologies are not nearly as supportive.

"Weissman said mainstream forecasters' callsfor an abrupt turn to colder weather to
start the new year could temporarily boost winter month prices for natural gas to $4.22
or higher but the odds of extended cold weather are rapidly decreasing and timing Is
critical."

30
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Analysts Debate Impact of Low Global Oil Prices for Production In
Texas—December 4,2014

Natural gas production In Texas could begin to fall off in 2015 as a result of low global
oil prices.

"Currentcrude price trends are likely to begin to make an impact on gas production in
the Lone Star State by the middle of next year. Texas is by far the largest natural gas
producing state in the US. It seems unfathomable that a 30% to 40% decline in crude
oil prices is not going to have some Impact on activity levels. The way that's going to
play out is in a couple of numbers, drilling permits and rig count most noticeably."

Associated gas will eventually decline as the number of drilling rigs for crude goes
down. Bentek estimates that oil prices would need to remain under $70/b for 6 months
or more to have a significant impact on associated gas production.

Oil Price Plunge Raises Red Flags: Analysts—December 2,2014

With OPEC's refusai to cut its oil output and the price of a barrel of oil below $70/b,
analysts remain confident that any impact on associated gas would take 6 to 9 months
to be felt.

"Falling oil prices will have a bullish influence on naturalgas prices, although that effect
won't be felt for another 6 to 9 months according to Gelber &Associates. Outside of the
Marcellus, the majority of natural gas production growth has come from associated gas.
If oil prices stay near $70 for an extended period, a likely possibility, then oil-directed
drilling and the marketed gas associated with it, will decline."
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Average
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Summer
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Winter 2012-
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2013
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Energy Information Administration
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Average
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Independent Statistics & Analysis

U.S. Energy Information
Administration

December 2014

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA expects total natural gas consumption to average 73.9 Bcf/d in 2014. an increase of 3.2% from 2013

and 1% hlRherthan in last month's STEG. This upward revision largely reflects colder-than-forecast
temperatures In November. In 2015. total natural gas consumption Is expected to decline as lower
residential and commercial consumption offset increases In the electric power and industrial sectors.
Naturalgas consumption in the power sector is expected to average 22.1 Bcf/d in 2014, a 0.8%decline
compared to last year, reflectinghigher natural gas prices this year. EIA expects natural gas consumption
in the power sector to increase to 22.7 Bcf/d in 2015.

U.S. Natural Gas Production and Trade.

EIA expects natural gas marketed production to grow bv an annual rate of 5.5% in 2014 and 3.1% in

2015. EIA projects that the strong increases already seen in the Lower 48 states for most of this year will

continue through 2015. more than offsetting the long-term trend of declining production In the Gulf of
Mexico. As of September, the most recent month for which EIA data are available, dry natural gas
production was 4.6 Bcf/dgreater than it was in September 2013. Production usually declines in
September due to seasonal maintenance; however, production this year increased slightly from August
to September.

Growing domestic natural gas production is expected to reduce demand for imports from

Canada and spur exports to Mexico. EIA expects exports to Mexico, particularly from the Eagle
FordShale in South Texas,to increase because of growing demand from Mexico's electric power
sector and flat Mexican production.

Natural Gas Inventories.

Natural gas working inventories totaled 3,410 Bcfas of November 28, which was 227 Bcf lower than at
the same time last year and 372 Bcf lower than the previous five-year (2009-13) average. Following last
year's extremely cold winter. Inventories fell to about 1,000 Bcfbelow the five-year average in mid-
April. After a strong injection season, inventories were 237 Bcf belowthe five-year average on
November 7. EIA prelects that end-of-March 2015 inventories will total 1.431 Bcf. which is 225 Bcf

below the flve-vear (2010-14) average.
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Crude Oil Prices

North Sea Brent crude oil soot prices averaged $79/bbl in November, down S8/bbl from the October

averaRC and the first month Brent crude oil orices have averaged below $80/bbl since September 2010.

The combination of robust world crude oil supply growth and weak global demand has contributed to
rising global inventories and falling crude oil prices. On November 27. following OPECs decision to leave
its crude oil production target unchanged. Brent crude oil soot prices fell bv more than 10%. and have

since fallen to $68/bbl as of December 4. the lowest dallv price since Mav 25. 2010.

The monthlv average WTI crude oil soot price fell from an average of $84/bbl in October to $76/bbl in
November. Like Brent crude oil prices. WTI prices have decreased considerabtv. falling bv more than

28% since reaching their 2014 peak at an average of $106/bbl In June. EIA now expects WTI crude oil

prices to average $75/bbl in the fourth ouarter of 2014 and S63/bbl in 2015. SS/bbI and SlS/bbl lower
than projected in last month's STEO. resoectivelv. The discount of WTI to Brent crude oil is forecast to

widen slightiv from current levels, averaging SS/bbI in 2015.

36



3uka Energy Ohio

Praviously Hedged

roi
System Supply

3uka Energy Kentucky

Previously Hedged

Total

System Supply

PuKf gpyrgy-Tottit
Previously Hedged

Total

Col Quif Mainline

Tex Qas Zone 1

Tex Qas Zone 1

Col Gulf Mainline

Col Gulf Mainline

Hedging Meeting 12-18-2014.xlsx

Ouk* Energy
Hedging Program

Remaining Base Not Yet Locked In
Winter 2014-18

November December

12/16/2014

3l

Dth/Day
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Price

Pressure
Term Comments

Page
Ref

WeaViar

LongTerm Forecast (Jun IS-Aug IS) l.ong
NOAA prediclingabove average tsmpeiaturee for June 2015-Augusl
2015 from the west coast to the Roddes and the east coast states.
Remainder of CONUS equal chanoe of above, normal, or below.

13

MklTerm ForscaM (30-60 days) t Long February is pradlctad to be t .7% colder than normM based on 10 year
normals and March weather Is prsdictad to be 4.8% colder than normal.

14

Sliotl Term Forecast (6-10 days) t Short
Above normal temperatures covers most of CONUS west of the
Mississippi and below to much below normal wealher covers tie CONUS
eastoftheMlasissiool.

15

StartMS knrentory

ElA WeeMy Storage Report Long

Storage withdiawalslor the weak ending January 23rd were 94 Bcf.
Storage levels are at 2.543 TCF which Is 14.6% highar than lasi year and
3.0% lower ttian the 5 year average. ElA expects storage inventories iMI
end March at 1.665 Tcf about 9 Bcf greater the 5-yeat average balance.

16

Industry Publications

PIHA Energy Group
Winter 2014/1

Summer 2015:
t Long

U.S. GAS PRCE SCORECARO: January 2015 to October 2015-Gas
Price Outlook 'Beerlah' based on fundamentals such as 'Lower 46 Gas
Production', 'US Storage Levels', and 'Rasldsntlal/Commerciar.

17-18

Gas Daly-Gas Pries Predidlona t Long

ElA predids 2015 gas prica at the Henry Hub willaverage $3.44/MMBtu
which is $.95 iowsr than the average 2014 price. Inaddition, ElA
estlmatss20l6Bveregepticeof $3.66 and reduced 1at quarter ectlmate
of $3.23 down $.72 from last month's prediction. Acoonfing to ElA the
drop in near-term projections is due to warni December weather and
production Incrsases Citing mildweather and produclkxt growth, ICF
expects sight seasonal dee Ingas prices foiowad by lower pnces
throughout 2015.

19

Gas Daly-LNG Exports t Long

Lagislallon would require a finaldecision from DOE on LNGexport
appirallon within30 days of FERC's completion of tfie environmental
review of the tenninal. DOE has been crWdzad for only Issuing 5 final
dedslone on 37 appNcatlons since 2010. US developers of projects to
export LNGare Ina more competitive position ttian otfier gas-pradudng
nations. US based tsrminala are often lufiysubscribed under take-or-pay
contracts, the commorfity price risk is transfened to the buyers. Projects
funliest along in the regulatory approval process are Mrely to be
completsd. only two projects Sabine Pass and Freeport have broken
qround.

20-21

Gas Daly-Miscelaneous
t

Long

Baker Hughes reported the number of ol and gas rigs dropped 43 to
1,633. The rig count has fallen for 7 weeks and Is at the lowest level since
August 2010. Wood Mackenzieprojected a 40% decline indrilling and
complelion spending from $140 bWon in 2014 or an estimated $90 bWon
this year. Power generation Is expected to be the biggast driver for US
gas demand in 2015. Coal plants are shuning down primarty due to
envlronmsntal reoutatlons.

22

Government Agencies
Energy mforrrratloo Adrrwiistralon
Winter 2015/16: $3J48

Summer 2015: S3A30
t Long The pn^edad Henry Hub natural gas spot piloe averages $3.443/MMBtu

for 2015 and $3.862/MMBtu for 2016. 23

Technical Anahrals e

Summer 201S SMo Chart ♦ Short Closed at $292 24
Wkiter 2015-16 Sirto Chart * Short Closed at $3.32 25
Summer 2016 SirlD Chart + Short Cloaed at S3.31 26
WMar 2016-17 StrlD C2iert ♦ Short Clossd at $3.64 27
Summer 2017 Strto Chml ♦ Short Closad at $3.55 26
Wkder 2017-18 Ssip Chart ♦ Short Closed at $3.64 29

Economy

Demand Long

ElA Jjrojecta totalnattsal gas consumption wtl average 73.8 Bcf/dIn2015
and 74.8 BcfAf In2016an incrsase of 0.3% and 1.6% respectively from
2014. Growth Is largelydriven by the industrial and elBctrtcpower
sectors, while rasidsntlal and commercial consumption Is projected In
20t5, than remain flat ki 2016.

30

Supply Long
Growthin marketed gas productionIs expected to continue ttvcxigh2015
and 2016.

31

0« Market t Long

Brent crude oil spot prices averaged $62/bbl ki December, a decrease of
$1Tltiti from November. ElAexpects Brent prices to average $58Aifal ki
2015, $11Mil lower than projected ki last month's report ElAexpects
WTI prices to average $^/fat>l ki 2015, $8/bbl lower than projected in last
month's reoon and $7l/btil ki 2016.

31

llaating lUmitaa; 410 Main Confartnca Room -1.-00 pm
Attendees: Mf Kern. Chudt Whtttock, Mke Bnimttet* Ftschesser, Steve Medeiteumer

DIscusaad marlrol fundamentala Indudlnfl waattier, atoiaga lavals, PIRA arxl ElA piloa loracasis, analysts projacOons ofgas pricas, amoimt of
supply avaHatila. aeonomic infhiancas onsupply and demandand the currant position ofDEK Hadglne Programs. TlteElA StorageReport indlcaiss
thaistoragelevels are 14.6% aboveyearagolevels and only 3%(79Bd) below the5-yeer average. SignMcant discussions took placeregarding
thedramatic dropIn prices for allstrips monitored. Most ofthese strips are wShtn 5 centsoftheir aS-tlme tows. Theprimary driver oftliedacraaae
in prices has been storage inventorylevels due to strong storage Injectionsand lowerwithdrawamounts. Based on discussions, a decision was
madethat additional iredipng Isrecommended at this lime. Signlllcant diecussion took placeregarding theanxxsnandtypeofhedging thatwas
rsMimiended. DuetovotolOity, theproducts recommended are Coetlass CoNars and Fixed Price deals. Consensus wasreached forthe following:

•••OthAI (DEIOoi^umbla Mainline for Apr. 1,2015-Mar. 31,2016 aCosOsss Collar with aprovided ce«ng of ••. In addition, Ouke
Energy KantuckyHBcttt/d onColumbia Mainline for Apr. 1,201S-Mar. 31,2017 Fixed Piles.



LoadForacaat

City Gate LoadForecast (Mcf)
TOOFSS Injections (Met)
TotalRequirements (Mcf)

TCX) FSS Wittidrawais (Mcf)
Other WiltKtrawals (Mcf)
TotalWtthdrarwls (Mcf)

Amourrt Hadoa^
Fixed Price

FTxad Price
Fixed Price

Faced

Food

Faced Price
Total Hedged
Total Hedged (dih)

Tvpaa of Hadolno Products rii
Fixed Piloe
Price Caps
No<k»t Collars

Emtraddad Hedged Coat
Winter

Summer

Estimaied SystemSupply (Gross)
Hedged%of SystemSupply
Saasofiai % of Syslam Supply

AimHedoad withStoraoefi>c;i|YSf(r
Hedged (CityGale) (Dih)
Storage Withdr»Mal (Dm)
Marfcet (0th)
Total(incL Injections) (Dih)
% Hedged&Storage
Saaaonal%

Nov-14 Oec-14

OuluiEiMrgyKantucky
Hadging Program - Currant Poaltion

Novambar 2014 • OclotMr 2015
As of 01/28/16

Jan-is FeO-15 Mar-15 Apr-tS May-15 Jun-15

(1) Maximum percentage aUowed per type of hedging product is 25% for Winter months and 40% Summer months.

JuFIS
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toad Foracaat

City Gate LoadForecast (Met)
TOO FSS Iniactions (Met)
Total Requiremants (Met)

TOO FSS Wittxirawals (McQ
OttierWitt)dra«MUs (McQ
TotalWithdrawals (IMcf)

Alpownt
Fixed I

Fixed I

Costi

Fixedl

Collar I
TotalHedged (dtti/day)
TotalHedged (dttt)

Tvnaa erf PTTtiHTll fT]
Fixed Price
Price Caps
No-Cost Colars

Embedded Hedged Coat
Winter

Summer

EstimatedEGC per Otti at CityGate

Estimatad System Supply (Gross)
Hedged%of SystemSupply
Seasonal %of System Supply

AmtHedoedwithSiofao^j^^^HYQlfff
Hedged(City Gate) (Dtti)
StorageWUtdrawol (Dth)
Market (Dth)
Total (iricl. If^ections) (Dth)
% Hedged &Storage
Seasonal %

Nov-15 Dac-15

Ouk* Efwrgy K«ntucky
H*dging Program - Currant Position

Novambsr 2015 - Octobar 20ie
As of 01/28/15
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Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 June Aug-16 Sep-16
Oct-ie

(1) Maximum percentage aHotsed per type of hedging product is 25% for Winter months and 40% Summer months



Load Forecast

CityGate Load Forecast (Met)
TOOFSS Ir^actiora (Mcl)
TotalRequirements (McQ

TOOFSS Withdravmis (Md)
OtherWithdratweis (Md)
Total WithdraiMis (Md)

Amount Hedoed

Fixed Price

Cost Ave

TBO

Total Hedged (dth/day)
Total Hedged (dih)

Types of HedolnQ Products in
Fixed Price

Price Caps
No-Cost CoOais

Embedded Hedged Coat
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seaeonal %of System Sup^

AmtHedgedwithStorage <g>eitvq}jnt
Hedged (City Gate) (Dth)
Storage Wtthdrawal (Dth)
Market (DIh)
Total faxd. Injections) (Dth)
% Hedged & Storage
Seaeorwl%

Nov-16 Oec-tS

Oiik* Energy Kentucky
Hedging Program - Current Position

November 2016 - October 2017

Ae 0(01/21^15

Jan-t7 Feb-17 Mar-17 Apr-17 May-17 Jun-17

(1) Mwomumporoenlaga allowed per typed hedging produd is 25% (or Winter moriths and 40% Sumrnarriiontht.

Jul-17 Aug-17
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6^

LoadForacaat

City Gale Load Poracast (Md)
TOO FSS Injaoions Odd)
Total RequirefTients Odd)

TCO FSS WHhdraiwals (Md)
Otbar WithdrB«wt8 (Md)
Total Withdrawals (Mcfl

AmotintHartnadrdth/.^y|
TBD
TBD

TBD

Total Hedged (dth/day)
TotalHedged (dih)

Tvoaa ofHadalna (H
Fixed Price
Price Caps
No-Coat Collars

Etnbeddad Hadgad Cost
Winter

Summar

Estimated System Supply (Gross)
Hedged %trf SystemSupply
Seasoital %ofSystem Supply

AimHedged withStaraay a CItvtSata
Hedged(City Gate) (Dth)
Storage Withdrawal (Dth)
Maricet(Dth)
Total (iiid. ln(ections) (Dtti)
% Hedged &Storage
Seaaonal %

Nov-17 Dec-17

Outo EiMrgy Kcfltucky
HadgingProgram - Currant Poaition

Novambar2017• Octobar 2018
Aa of 01/28/18

Jan-18 Fet»-18 Mar-18 Apr-18 May-18

(1) Maximum percentage aHowod per type dhedging product is 25% tor Winter months and 40% Summer months.

Jun-18
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OeUvary
Month

Summer 2015

iTerget Lavete By March 3

Nov-15

Dec-is

Jan-ie

Feb-ie

Mar-16

Winter 15/16

Storage Gaa

Excluding Storage Qas
Including Storage Qas
Target Levels ByOctober 31,2015

Apr-16
M^16
Jun-16

Jul-ie

Aug-ie
Sep-16
oct-ie

Summer 2016

ITarget Levela By March 3

Nov-ie

Dec-ie

Jan-17

Fet>-17

Mar-17

Winter 16/17
TargetLevels ByOctotw'

Summer 2017

Apr-15
May-15
Jun-is

Jul-IS

Aug-15

Oct-IS

May-17
Jun-17

Jul-17

Aug-17
Sep-17
Oct-17

ITarget Levela By March 3

Nov-17

Dec-17

Jan-18

Feb-18

Mar-18

Wlnterl7/18
Target Levela By OctotMr31,2015

Duk» Entrgy Ksnhicky
Htdging Program
Currant Poaitlon

System

Dth/mo

Hedged to Date
Total

DtfVday Oth/mo

to

Next Target (3/31/15)
Required Allowed
dth/day dth/day

1/29/2015
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Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

Duke Energy Kentucky

Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017
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COMPiWISOM OF HISTORIC SPOT « PROJECTED PRICES 2015 Pt'S
TO CURRENT FUTURES PRICES

Historic Prices:

NYMEXCkwlng Price

5-yr. avg. Last Year

(1(V11-14/18) (2014-2018)

$4.21 $5.56

$3.87 $4.88

$3.77 $4.58

$3.93 $4.80

$3.94 $4.62

$3.99 $4.40

$3.88 $3.81

$3.53 $3.96

$3.62 $3.98

$3.50 $3.73

$3.89 $4.28

$3.62 $3.03 1
$3.81 $4.30

Summer Average
Winter Average

PIRA

19-Dec-14

n

EIA NYMEX

13-Jan-15 29-Jan-15

$3,250 $2,866

$3,230 $2,651

$3,300 $2,874

$3,250 $2,917

$3,340 $2,974

$3,380 $2,987

$3,540 $2,966

$3,530 $2,992

$3,670 $3,127

$3,730 $3,291

$3,870 $3,443

$3,920 $3,412

$3,501 $3,058

$3,430 $2,977

$3,600 $3,173

Page 265 of 333

Hedged Prices

Ohio Kentucky
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rn/mM.

loapaitura from 1981-2010 nomwl fF)?^Februaru2015:1
r-.-' .A-_ .4.K.S

Updated:
Jan 28,2015

roTogyibtJU^H/^/PV1 WiATHER sem/tces

March 2015

Updated:
Jad 28, 2015'

Dopartura from 1981-2010 noimal ('R

l^8.0Bi>3.0to-f4.9BBi>2.0to-i-2.9 @'«-1.DtO'*'1.9 ,,,9..,
•-0.9 to 0.9

I-1.0 to-1.9 •l-2.0to-2.9 -3.0 to-4.9 s-6.0

Core of cold shifts to the East

Warm changes from West to
Midwest

Our February forecast features signlflcant ctiangas wltft ttie core of cold
now expected to be stronger and more East-based while western
warmth is expected to be stronger. Despite the colder lookin the major
metro areas of the Northeast, ttte warm changes across the western
2/3 of the US Including the western and central Midwest outweigh the
colder East slighttyin terms of demand, leading to a loss of 5 GWHODs
from the previousoutlook. The forecast is based on the idea of ridging
remainingfirm over the Western US and occasionally intruding
northward into Alaska, allowing for cold opportunities across ttre
eastern half.Occasional eastward progression of the ridge keeps the
cold more East-based Wth opportunities for milder periods in ttie Plains
and Midwest A strongly positive-trending AO through the first half of
the month could support less sustainable cold In the East.

Fob GWHOO** Forecasts

Feb 2015 Fcst:

Change: -S

*10Y Normal 05-14

10Y Normal* 801.3

30Y Normal 779.1

Feb-2014 882.8

-NHotW Om WWgrswl HOOs

rT: Previ Colder across eastern half

Warmer in the West

The March forecast has trended colder across the eastern half v49i tfta
area of beiows expanded to include more of the Midwest and parts of
the Mid-Attantic. Meanw4rile, persistence lends to a warmer change In
the west with more wMespread aboves expected and furttier warm risk
possible as western ridging remains dominant. The forecast remains
based on weak B NiAo , positive POO, and negative QBO influences
\Mth the negative QBO potentially leading to further cold risk aaoss the
eastern half if blocking increases as a result. The latest CFS model
supports the idea of western warmth but shows marginal beiows limited
to Texas with near normal temperatures elsewhere across the eastern
half.

Mar GWHOD" Forecasts

Mar 2015 Fcst:

Change: >10

•10Y Normal OS-ia

10Y Normal* 815.4

30Y Normal 831.2

Mar-2014 720.1

-tMOfW OwWVVMd HOO*

fFinal (0 pay Ouliooli - ' Final 30Day Outlook; Ciirrem vtrfi*
^^Tlie last'seven days have" fealured some in^ptessive wannth aaoss the v/esiem
5fpfIhe^US. pailiciilarly the noilliern Plains, and the nionlh on thevvhole looks to
I'showwWespread alxjve nonnal lemperaiures acicssmuch olthe v.esleni halKi^v-
g-^Meanwhile, cold conditions arc seen in the Fast asweH as mTexas. Our lorecastsii '̂)^

generally missed iheplacement of the' cold, shov/irxj it centered over thenontv,:;
^.centralUS as opposedto ilteNortheast; aiKl missedon the magriitude ofwai ntihm'i'x
^ Itie Wesl!" January is expected to tally 964.5GWHDDsv colder than ine 30Y.^nonital'%/*

MDAInfoniiatioii Sy.steiiui LLC820 West Dtuninnd Ave, Suite300,'Gailhersbuig, MD 20878
;i!; Tel2.10-833-8300 Fax 240-83.3-8301 ' • www.nidaus.com ©2015 [029000000i07.pdf—Version 2,3]
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EarthSat 6-10 Day Forecast—Detailed
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Thtirs^ Jfmtuury 29,2015^

p .

1 Day 6: Tuesday, Feb 3 ' 1
1

Previous

Forecast:

Forecast

Confidence:

8/10 ."MDA • *

Previous

Forecast:

Forecast

Confidence:

7/10

Previous

Forecast:

Forecast

Confidence:

7/10

Day 7: Wednesday, Feb 4

Day 9: Friday, Feb 6

WMMHSMSEKVICES

Strong Belovvs Appear On Occasion In MW/NE

Late Period Warming Across West

Canadian high pressure Is stiiiexpected to drop Intothe Plains
during the mid-period, resulting in strong cold anomalies diving
Into the Midwest and the East late. Risks Include less cold air
along parts of the Midwest In the early period and into the East
at mid-period ahead of this advancing high pressure. The am
plification of the pattern is paramount during the second half of
the period with an east Pacific ridge building Into the West
Much above normal anomalies become more widespread In
the Interior West while near strong below normal temperatures
are In control of the E. Midwest and the Northeast A less am
plified pattern would entail less strong anomalies for both the
West and East

Previous

Forecast:

Forecast

Confidence:

7/10

Day 8: Thursday, Feb 5

^ UT V< c 1 Qay 10: Saturday, Feb 7 *

Previous

Forecast'

Forecast

Confidence:

6/10

A >8 MA+15 SA
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NATURAL GAS
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Pricing Predictions
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US EIA Forecasts increasing Naturai Gas Prices, Suppiies in First
Outiook for 201&-^anuary 14,2015

EIA has released their first 2016 forecast, gas prices at Henry Hub are expected to
average $3.86/MMBtu.

The outlook is higher than the agency's 2015 natural gas price call of $3.44/MMBtu, but
lower than the average Henry Hub spot price of $4.39/MMBtu in 2014." EIA cut its price
estimate for the first quarter by 72 cents to $3.23/MMBtu, and reduced its second
quarter outlook by 33 cents to $3.30/MMBtu. According to EIA the drop in near-term
projections is due to warm December weather and production increases.

2015 To See Lower Gas Prices and Reguiatory Shifts: iCF~January
12, 2015

ICR expects a slight seasonal rise in natural gas prices, followed by lower prices
throughout the rest of 2015. Mild December weather and production growth that
continues to outpace demand have kept prices low.

"Over the long term, sustained lower oil prices could have impacts on both gas
production and gas market growth, as weaker oil prices will slow growth in US shale oil
plays, which also produce large volumes of natural gas."



LNG Exports
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LNG Export Bill AuthorSees No Veto Threat—January 28,2015

Legislation meant to put a clock on DOE's consideration of applications to export LNG is
needed to ensure timely action on projects that require companies to make multi-million
dollar investments ahead of regulatory approvals. The legislation would require a final
decision from DOE on a LNG export application within 30 daysof FERC's completion of
an environmental review of a proposed terminal.

DOE has been criticized for having issued 5 final decisions on the 37 applications
submitted since 2010 to export to countries that do not have a free trade agreement
with the US.

The cost of filing a DOE export permit application is around $20,000, while applying for
a FERC license to construct and operate sui LNG export terminal maycost upwards of
$100 million.

"Not everybody has the wherewithal of a Cheniere or some ofthe other big companies
to put that money up front and wait indefinitely for the Department of Energy to move.
Whatwe're talking about with this legislation is bringing some business certainty so that
these companies that are ready to start constructing LNG terminals can have some
certainty that if they put that investment forward, they're going to have a reasonable
response from DOE in order to move the ball fonvard."

US LNG Less Vulnerable Than Competitors—January 26,2015

The USdevelopers of projects to export LNG are in a more competitive position when
compared to competition in other gas-producing nations, even as the US LNG industry
faces significant hurdles as a result of the drop in oil prices.

"Industry observers said that those projects designed to export LNG from US shores
that are furthest along in the regulatory approval process are likely to be completed,
regardless of the current oil price scenario. Other projects that are not as far along in
the process will face greater impediments toward their ultimate completion."

"Todate, only a handful of US-based LNG projects have reached final investment
decision phase of development, and only two - Cheniere Energy's Sabine Pas terminal
in Louisiana, and Freeport LNG's liquefaction and export facility in Texas - have broken
ground."

20
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According to Bentek, overseascompetitors to the US require global oil prices to be
above $60 per barrel, whereas US LNG exporters can be profitable under any oil price
scenario. Because sales of LNG from US-based terminals are Indexed to natural gas,
rather that oil priceand because the projects' capacity is often fully subscribed under
take-or-pay contracts—the commodity price risk is fully transferred to the buyers.

Ernst &Young has indicated that LNG developers, especially those that have not
reached the final investment decision (FID) phase are likely to "hit the pause button" on
those projects. "It's too early at this stage to say you're going to cancel a lotof projects
but like everybody else that's looking at big capital projects that aren't at FID at this
point, they're certainly looking at a pause."

.•I',
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Oil Rigs Plunge, Gas-Directed Rigs Rise Modestly—January26,2015

Baker Hughes reported the number of oil and gas rigsdropped 43 to 1,633 for the week
ended January 23"*. The rig count has fallen for seven consecutive weeks now and is
currently at its lowest level since August 2010. Oil rigs dropped by 49 and gas rigs rose
by 6 compared to the previous week.

"Driliers have idied an unprecedented 258 oil rigs over the past seven weeks in
response to the sharp decline in oil prices as dozens of upstream companies have
announced substantial cuts to their 2015 capital spending programs."

Wood Mackenzie has projected a 40% decline in North American driiling and
completion spending from $140 billion in 2014 to an estimated $90 billion this year.

Power Burn to Lead Gas Demand Growth in 2015—January 9,2015

According to the American Petroleum Institute, power generation is expected to be the
biggest driver for US gas demand in the coming year.

"The biggest trend is probably what we've seen in previous years and that's more
natural gas in power generation, as we see more coal plants shut down, primarily for
environmental regulations. You may see some increases in industry use as the
economy improves and perhaps some commercial (demand) but I think electric power is
going to be the biggest growth."

^1.



Ja
n

-1
3

3
.3

3

F
e
b

-1
3

3
.3

3

M
a
r-1

3
3

.8
1

A
pr-13

4
.1

7

M
ay-13

4
.0

4

Ju
n

-1
3

3
.8

3

Ju
i-1

3
3

.6
2

A
ug-13

3
.4

3

S
ep

-1
3

3
.6

2

O
c
t-1

3
3

.6
8

N
o

v
-1

3
3

.6
4

D
e
c
-1

3
4

.2
4

A
verage
2

0
1

3
$

3
.7

2
8

S
u

m
m

e
r

$
3

.7
7

0
2

0
1

3

W
in

te
r

2
0

1
3

2
0

1
4

$
4

.6
9

8

H
edging

M
eeting

01-29-2015.x!sx

E
n

e
rg

y
In

fo
rm

a
tio

n
A

d
m

in
istra

tio
n

H
enry

H
ub

P
ricing

P
e
r

M
iyA

btu

Jan
u

ary
1

3
,2

0
1

5
R

eiease

Ja
n

-1
4

4
.7

1

F
e
b

-1
4

6
.0

0

M
a
r-1

4
4

.9
0

A
pr-14

4
.6

6

M
ay-14

4
.5

8

J
u

n
-1

4
4

.5
9

J
u

l-1
4

4
.0

5

A
ug-14

3
.9

1

S
ep

-1
4

3
.9

2

O
c
t-1

4
3

.7
8

N
o

v
-1

4
4

.1
2

D
e
c
-1

4
3

.4
8

A
verage

2014
$

4
.3

9
2

S
u

m
m

e
r

2
0

1
4

$
4

.2
1

3

W
in

te
r

2
0

1
4

-

2
0

1
5

$
3

.4
6

0

J
a
n

-1
5

3
.2

2

F
e
b

-1
5

3
.2

5

M
a
r-1

5
3

.2
3

A
pr-15

3
.3

0

M
ay

-1
5

3
.2

5

J
u

n
-1

5
3

.3
4

Ju
i-1

5
3

.3
8

A
ug-15

3
.5

4

S
ep

-1
5

3
.5

3

O
c
t-1

5
3

.6
7

N
o

v
-1

5
3

.7
3

D
e
c
-1

5
3

.8
7

A
verage
2

0
1

5
$

3
.4

4
3

S
u

m
m

e
r

$
3

.4
3

0
2

0
1

5

W
in

te
r

2
0

1
5

-

2
0

1
6

$
3

.8
4

8

1
/2

6
/2

0
1

5

3
-3

K
y

P
S

C
C

ase
N

o.
2012-180

2015
A

nnual
R

eport
P

U
B

L
IC

P
ag

e
276

o
f3

3
3

J
a
n

-1
6

3
.9

2

F
e
b

-1
6

3
.9

0

M
a
r-1

6
3

.8
2

A
pr-16

3
.6

3

M
ay

-1
6

3
.6

3

J
u

n
-1

6
3

.6
2

Ju
l-1

6
3

.8
7

A
u

g
-1

6
3

.9
1

S
ep

-1
6

3
.9

5

O
c
t-1

6
3

.9
9

N
o

v
-1

6
4

.0
4

D
e
c
-1

6
4

.0
6

A
v

erag
e

2
0

1
6

$
3

.8
6

2

S
u

m
m

e
r

$
3

.8
0

0
2

0
1

6

E
iA

P
rice



-
t

1
/3

/2
0

1
1

2
/3

/2
0

1
1

3
/3

/2
0

1
1

4
/3

/2
0

1
1

5
/3

/2
0

1
1

6
/3

/2
0

1
1

7
/3

/2
0

1
1

a
/3

/2
0

1
1

9
/3

/2
0

1
1

1
0

/3
/2

0
1

1

1
1

/3
/2

0
1

1

1
2

/3
/2

0
1

1

1
/3

/2
0

1
2

2
/3

/2
0

1
2

3
/3

/2
0

1
2

4
/3

/2
0

1
2

5
/3

/2
0

1
2

6
/3

/2
0

1
2

7
/3

/2
0

1
2

8
/3

/2
0

1
2

9
/3

/2
0

1
2

1
0

/3
/2

0
1

2

1
1

/3
/2

0
1

2

1
2

/3
/2

0
1

2

1
/3

/2
0

1
3

2
/3

/2
0

1
3

3
/3

/2
0

1
3

4
/3

/2
0

1
3

5
/3

/2
0

1
3

6
/3

/2
0

1
3

7
/3

/2
0

1
3

8
/3

/2
0

1
3

0
/3

/2
0

1
3

1
0

/3
/2

0
1

3

1
1

/3
/2

0
1

3

1
2

/3
/2

0
1

3

1
/3

/2
0

1
4

2
/3

/2
0

1
4

3
/3

/2
0

1
4

4
/3

/2
0

1
4

5
/3

/2
0

1
4

6
/3

/2
0

1
4

7
/3

/2
0

1
4

6
/3

/2
0

1
4

8
/3

/2
0

1
4

1
0

/3
/2

0
1

4

1
1

/3
/2

0
1

4

1
2

/3
/2

0
1

4
'

1
/3

/2
0

1
5

V
ol

at
il

it
y

%

1
/3

/2
0

1
1

2
/3

/2
0

1
1

3
/3

/2
0

1
1

•

4
/3

/2
0

1
1

•
5

/3
/2

0
1

1
•

6
/3

/2
0

1
1

7
/3

/2
0

1
1

8
/3

/2
0

1
1

9
/3

/2
0

1
1

•

1
0

/3
/2

0
1

1

1
1

/3
/2

0
1

1

1
2

/3
/2

0
1

1

1
/3

/2
0

1
2

2
/3

/2
0

1
2

3
/3

/2
0

1
2

4
/3

/2
0

1
2

5
/3

/2
0

1
2

••

6
/3

/2
0

1
2

•

7
/3

/2
0

1
2

•

8
/3

/2
0

1
2

9
/3

/2
0

1
2

1
0

/3
/2

0
1

2
1

1
/3

/2
0

1
2

1
2

/3
/2

0
1

2

1
/3

/2
0

1
3

-

2
/3

/2
0

1
3

3
/3

/2
0

1
3

4
/3

/2
0

1
3

5
/3

/2
0

1
3

8
/3

/2
0

1
3

-

7
/3

/2
0

1
3

8
/3

/2
0

1
3

9
/3

/2
0

1
3

-

1
0

/3
/2

0
1

3

1
1

/3
/2

0
1

3

1
2

/3
/2

0
1

3

1
/3

/2
0

1
4

2
/3

/2
0

1
4

-
3

/3
/2

0
1

4

4
/3

/2
0

1
4

-
5

/3
/2

0
1

4

6
/3

/2
0

1
4

7
/3

/2
0

1
4

--

8
/3

/2
0

1
4

-

9
/3

/2
0

1
4

1
0

/3
/2

0
1

4

1
1

/3
/2

0
1

4
-

1
2

/3
/2

0
1

4

1
/3

/2
0

1
5

S 8

S
/d

th t 8
S 8 \ f

....
•sJ

•
•

r

1
'̂

> f I \

1
,^

K
y

P
S

C
C

as
e

N
o.

20
12

-1
80

20
15

A
n

n
u

al
R

ep
o

rt
P

U
B

L
IC

^
Pa

ge
27

7
of

33
3

8

M (O

5
3

;
o

-
o C

M



«"'• 'r' . "V "• '''•f'-"i--: i' ••i
^ 1' ;•-'

1/3/2011

2/3/2011
3/3/2011

4/3/2011

5/3/2011

6/3/2011

7/3/2011

8/3/2011

9/3/2011
10/3/2011

11/3/2011
12/3/2011

1/3/2012

2/3/2012

3/3/2012

4/3/2012
5/3/2012

6/3/2012

7/3/2012

8/3/2012

9/3/2012

10/3/2012

11/3/2012

12/3/2012

1/3/2013

2/3/2013 •
3/3/2013

4/3/2013

5/3/2013

6/3/2013-
7/3/2013

6/3/2013 -

9/3/2013
10/3/2013

11/3/2013

12/3/2013

1/3/2014

2/3/2014
3/3/2014

4/3/2014

5/3/2014 -
6/3/2014-
7/3/2014

8/3/2014-

9/3/2014

10/3/2014

11/3/2014 -

12/3/2014-

1/3/2015

VaMimy%

1/3/2011

2/3/2011
3/3/2011
4/3/2011
5/3/2011

6/3/2011 -

7/3/2011

8/3/2011

9/3/2011

10/3/2011

11/3/2011
12/3/2011

1/3/2012
2/3/2012
3/3/2012

4/3/2012

5/3/2012
6/3/2012

7/3/2012

8/3/2012

9/3/2012-

10/3/2012

11/3/2012-

12/3/2012
1/3/2013
2/3/2013 -

3/3/2013

4/3/2013
5/3/2013

6/3/2013
7/3/2013

8/3/2013

9/3/2013

10/3/2013

11/3/2013
12/3/2013

1/3/2014

2/3/2014
3/3/2014

4/3/2014-

5/3/2014

6/3/2014

7/3/2014

8/3/2014 -

9/3/2014

10/3/2014

11/3/2014 •

12/3/2014

1/3/2015

IS
8

8
8 8

IMth

t

8

:4:

y.

8
8

I

I

8
8

8

8

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 278 of 333
8 8
is 8

••4J

Iff

I 5 CO

iI SI
I 218 S
! • *

S
m



r

1/3/2011

2/3/2011
3/3/2011

4/3/2011
S/3/2011

6/3/2011
7/3/2011

8/3/2011

9/3/2011

10/3/2011

11/3/2011

12/3/2011

1/3/2012

2/3/2012
3/3/2012

4/3/2012

S/3/2012

6/3/2012

7/;V2012

a/3/2012

9/3/2012

10/3/2012

11/3/2012

12/3/2012

1/3/2013

2/3/2013
3/3/2013

4/3/2013

S/3/2013

6/3/2013

7/3/2013

8/3/2013
9/3/2013

10/3/2013

11/3/2013

12/3/2013

1/3/2014

2/3/2014
3/3/2014

4/3/2014

S/3/2014

6/3/2014
7/3/2014

8/3/2014

9/3/2014

10/3^14

11/3/2014

12/3/2014

1/3/2015

Valatlltty%

o

41 (A

I-
® K
< o

*

e

5=

1/3/2011

2/3/2011
3/3/2011

4/3/2011
S/3/2011

6/3/2011
7/3/2011

8/3/2011 •

9/3/2011
10/3/2011 •

11/3/2011
12/3/2011 •

1/3/2012
2/3/2012

3/3/2012

4/3/2012

5/3/2012

6/3/2012 -
7/3/2012

8/3/2012

9/3/2012

10/3/2012

11/3/2012

12/3/2012

1/3/2013

2/3/2013 •
3/3/2013

4/3/2013
S/3/2013

6/3/2013

7/3/2013

8/3/2013

9/3/2013

10/3/2013 -

11/3/2013

12/3/2013 '

1/3/2014•

2/3/2014 '
3/3/2014

4/3/2014 -
5/3/2014•

6/3/2014

7/3/2014 ••

B/3/^014'

9/3/2014

10/3/2014

11/3/2014
12/3/2014

1/3/2015 ••

SMtii

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 279 of 333
«8SS88SS«5
888i58S888

CO

5i
I*X (O

• M
m o



V
J

1/3/2011
2/3/2011
3/3/2011

4/3/2011
S/3/2011

6/3/2011

7/3/2011

a/3/2011

9/3/2011

10/3/2011

11/3/2011
12/3/2011

1/3/2012

2/3/2012
3/3/2012

4/3/2012

S/3/2012

6/3/2012

7/3/2012

6/3/2012

9/3/2012

10/3/2012

11/3/2012

12/3/2012

1/3/2013

2/3/2013
3/3/2013

4/3/2013

S/3/2013

6/3/2013
7/3/2013

8/3/2013

9/3/2013

10/3/2013

11/3/2013
12/3/2013

1/3/2014

2/3/2014
3/3/2014

4/3/2014
6/3/2014

6/3/2014

7/3/2014

8/3/2014

9/3/2014

10/3/2014
11/3/2014

12/3/2014

1/3/2015

VoMiUty%

il

#

1/3/2011

2/3/2011
3/3/2011

4/3/2011 -

5/3/2011

6/3/2011 •
7/3/2011 •

a/3/2011

9/3/2011
10/3/2011

11/3/2011
12/3/2011 •
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#

January 2015

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA projects that U.S. total natural gas consumption wilt Increase to an average of 73.8 Bcf/d In 2015 and

74.8 Bcf/d In 2016. compared with an estimated 73.6 Bcf/d In 2014. Growth is largely driven bv the

industrial and electric power sectors, while residential and commercial consumption is projected to

decline In 2015. then remain flat In 2016. Natural gas consumption in the power sector is expected to

average 23.0 Bcf/d in 2015. a 3.2% Increase compared with 2014. and it is expected to grow bv 1.8% to
23.4 Bcf/d In2016. Industrial sector consumption increases by4.5% and 2.1% In 2015 and 2016,
respectively, as new industrial projects come online, particularly in the fertilizer and chemicals sectors.

U.S. Natural Gas Production and Trade.

EIA expects that growth in marketed natural gas production will continue through 2015 and 2016. This

increase is the result of continuing strong growth in the Lower 48 states, which more than offsets the

long-term trend of declining production in the Gulf of Mexico. As of October, the most recent month for
which EIA data are available, dry natural gas production was 4.6 Bcf/dgreater than it was In October
2013. Although natural gas prices have declined, and this month's STEO lowers the Henrv Hub soot price

forecast. EIA expects that increases in drilling efficiencv and growth in oil production (although at a
slower rate) will continue to support growing natural gas production In the coming vears. Additionally,
with most growth coming from the Marcellus Shale, a backlogof drilled but uncompleted wells will
continue to support production growth as new pipeline infrastructure comes online in the Northeast.

Growingdomestic natural gas production is expected to reduce demand for imports from Canada and
spur exports to Mexico. EIA expects exports to Mexico, particularly from the Eagle Ford 5hale in South
Texas, to increase because of growing demand from Mexico's electric power sector coupled with flat
Mexican natural gas production.

Natural Gas Inventories.

Natural gas working inventories totaled 3,089 Bcf as of January 2, which is 250 Bcf greater than at the
same time in 2014and 67 Bcf lower than the previousfive-year (2010-14) average. Following last year's
extremely cold winter, inventories fell 1,000 Bcf below the five-year average in mid-April. After a strong
injection season. Inventories were 237 Bcf below the five-vear average on November 7. EIA orolects that
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end-of-March 2015 inventories will total 1.665 Bcf. which is 9 Bcf greater than the five-vear (2010-141

average.

Crude Oil Prices

North Sea Brent crude oil spot prices averaged $62/bbl in December, the lowest monthlv average Brent

price since Mav 2009. down $17/bbl from the November average. The combination of robust worid
crude oii suppiy growth and weak giobai demand has contributed to risinggiobai inventories and failing
crude oil prices.

EiA expects giobai oii inventories to continue to build in 2015, keeping downward pressure on oii prices.
The forecast Brent crude oii price averages SS8/bbi in 2015.5ll/bbl lower than oroiected in last

month's STEP. Based on current market balances. EiA expects downward price pressures to be

concentrated in the first half of 2015 when giobai inventorv builds are expected to be oarticulariv

strong. EIA projects that Brent prices will reach a 2015 monthlv average low of 549/bbi in January and

February, and then increase through the remainder of the vear to average $67/bbl during the fourth

quarter.

The monthlv average WTI crude oii soot price fell from an average of S76/bbi in November to 559/bbi in

December. Like Brent crude oii prices, WTI prices have decreased considerably, with monthly average
prices failing by more than 44% as of December after reaching their 2014 peak of $106/bbi in June. EIA
now expects WTI crude oii prices to average $55/bbi in 2015.58/bbi lower than in last month's STEP.

and $71/bbi in 2016. The discount of WTI to Brent crude oii is forecast to widen slightly from current
levels later in the forecast, averaging $3/bbl in 2015 and 54/bbi in 2016.

3\
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Price

Pressure
Term Comments

Page
Ref

Weather

Long Term Forecast (Jun t5-Aug 15) Long
NOAA predictingabove average temperatures forJune 20t5-/tugust
2015 from the west coast to the Rockies and the east coast states.
Remainder of CONUS equal chance of atiove, normal, or below.

13

Mid Term Forecast (30-60 days) t Long
March Is predicted to be 11.3% colder than normal based on 10 year
normals and Aorll weather Is oredlcted to be 6.4% colder than normal.

14

Short Term Forecast (6-10 days) t Short

Above normal temperatures earty Inthe period for Gulf coast states.
Below normal temperatures covers most of remaining CONUS with
strona below temoeratures In the mld-contlnsnt.

15

Storage Inventory

ElA Weekly Storage Report
—

Long

Storage wttidrawals for the week ending February 20th were 219 Bcf.
Storage levels are at 1.938 TCF which is 42.3% higher than last year and
t .5% lower than the 5 year average. Working gas In storage recently
surpassed five-year average levels for the first time in over a year.
However, large expected withdrawals through March 6th wlU shift storage
Inventory levels back Into a deficit situation.

16

Induetry Pulillcatlone

Gas DaHy-Gaa Price Predictions t i Long

As supply growth moderates, prices should rise to an average of $3.50 In
2015 and $4.25/MMBtu In 2016 according to Jefferles. Associated gas
production rose from 2010 to 2014 at an annual rate of t .3 Bcf/d.
Reduction In drilling activity should cause associated gas production to
be reduced by .5 Bcf/d. Bentek lowers Henry Hub forecast for the
Summer to average $2.45/ MMBtu due to oversupply resulting from
production growth.

17

Gas DaHy-LNG Exports t Long

Chenlere's LNG construction of the first four trains are ahead of

schedule. Trains l & 2 are 81% complete and trains 3 & 4 are 54%
complete. Train 1 Is expected to start up in late 2015 wHhTrain 3
operational In late 2016 and Train 4 in 2017. /Ml trains have all regulatory
approvals needed to export to countries wHh and without free trade
aareements with the US.

18

Gas Daily-Miscellaneous Long

Natural gas production In 2015 willnot be signtflcantty Impacted by the
recent plunge In oil prices. As long as Marcellus and Utica production
continues at steady rates through 2018, natural gas production will
continue to Increase regardless of associated gas production growth. A
Wood Mackenzie study Indicates that associated gas volumes wlU
continue togrow despite thedownturn In oil prices. Assocalted gas
volumes are expected to level off in 2015-16 at 10.6 Bcf/d before
resuming growth over ttie medium and long-term.

19

Government AoeiKlee
Energy Information Administration
Winter 2015/1

Summer 2015:
t Long

The protected Henry Hub natural gas spot price averages $3.0S4/MMBtu
for 2015 and $3.467/MMBtu for 2016.

20

Technical Analvele ^
Summer 2015 Strip Chart t Short Closed at $2.97 21

Winter 2015-16 Strip Chart t Short Closed at $3.26 22

Summer 2016 Strip Chan Short Closed at $3.17 23

Winter 2016-17 Strip Chart <—• Short Closed at $3.51 24

Summer 2017 Strip Chan 4—e Short Closed at $3.41 25

Winter 2017-18 Strip Chart 4 • Short Closed at $3.73 26

Economy

Demand t Long

ElA projects total natural gas consumption willaverage 74.3 Bcf/d In
2015 and 75.2 Bcf/d In 2016 an Increase of 1.3% and 2.6% respectively
from 2014. Growth Is largely driven by the Industrial and electric power
sectors, while residential and commercial consumption Is projected to
decline In 2015 and 2016.

27

Supply Long
Growth In marketed gas production will Increase by 2.9 Bcf/d (3.8%) and
t.7Bcf/d (2.2%) in 2015 and 2016, respectively.

27

0# Market t Long

Brent crude oil spot prices averaged $48/bbl In January, a decrease of
$1S/bbl from December. ElA expects Brent prices to average $58/bt>lIn
2015, unchanged from last month's report. ElA expects WTI prices to
averaae $55/bbl In 2015 and $71/bbl In 2016.

28

Meeting MInutee: 410 Main Confarenee Room - 2:00 pm
Attendees: Jeff Kern, Chuck Whitlock, Ultch Martin, Steve NIedertmumer

Discussed market fundementals Including weather, storage, consumption, supply,winterand summer stripcharts. DEICs hedging programas
wallas analyst forecasts for future prtca movements. Discussion focused on the level of storage, last weeks' report Indicated that gas Instorage
surpassed five-year average levelsfor the firsttime Inover a year, however, large expected withdrawals through March6th will shift storage
Inventory levels tiack Into a defld^l^atlon. In addition, discussed the deals that Duke Kentucky entered Into since the last Hedging meeting.
Called four suppliers to provldelH dth/d for OEKfor the perlod4^/2015-3/31/2016 at Columbia Gulf Mainline^ The suppliers were asked toBeaFloorforaCosfie^^o^llBr writh aprovided Celling of The suppliers and their bids were:

and Floor was the lowest and Itwas accepted. In addition, contacted three suppliers to provide DEKwithBMi
0Ui/^o^iepertod4^/20t5—3^1^17 at Columbia Gulf Mainline. The suppliers and their bids were: ^HlHIiUH.IHiiiHU^E'^

ofIllHwas the lowest and It was accepted. Based on these factors a decision was made not tohedge additional
volumes at this time.



Load Forscasi

City Gate Load Forecast (McQ
TOO FSS Iniections (Mcl)
Total Requirements (Md)

TOO FSS Wittidrawnis (Mcf)
Other Withdrawals (Md)
Total Withdrawals (Mcf)

Amount H<

Fixed Price

Fixed Price

Fixed Price

Fixed

Collar

Collar

Fixed

Fixed

Fixed Price

Total Hedged
Total Hedged (dth)

Tvoes of Hadolno Products (1i

Fixed Price

Price Caps
No-Cost Collars

Embeilded Hedged Cost
Winter

Summer

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of System Supply

AmtHadoed with StoraoaglCltv Gate

Hedged (City Gate) (0th)
Storage Withdrawal (Dth)
Market (Dth)
Total (Ird. Injections) (Dth)
% Hedged &Storage
Seaaonal%

(1) Maximumpercentage allowed per type of hedging produd is 25% for Winter months and 40% Summer months.

Nov-14 Doc-14

Duto EiMrgy Kantucky
Hedging Program - Currant Position

Novambar 2014 - Octobar 2015

As et 02/26/15

Jan-15 Fob-15 Mar-is Apr-is May-is Jun-15 JuLIS
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Load Forecaet

City Gals Load Forecast (Mcf)
TOO FSS Injections (Met)
Total Requirements (Md)

TOO FSS Withdrawals (Md)
Ottier WittxlraiMais (Md)
Total Wittidrawais (Md)

Amount

Faced

Fixed

Cost Ave

(kiliar

Fbced

Fixed

Cottar
Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedoina Producto (11

Fbced Price
Price Caps
No-Cost Cottars

Embedded Hedged Coat
Winter

Summer

Estiiitatad EGC per Dth M City Gate

Estimated System Supply (Gross)
Hedged % of System Supply
Seasonal % of Syatem Supply

AmtHedoedwHh Storage g> City Gate

Hedged (CityGate) (Dth)
Storage Wtthdrawal (Dtti)
Market (Dth)
Total (incL It^ecdons) (Dth)
%He^ed&Storage
Tsasnnal %

(1) Maximum percentage allowed per type of hedging produd is 25% for Winter months and 40% Summer months.

Nov-IS Dec-15

Oufc* Emrgy Itentucky
Hedging Program - Currant Position

NovmnlMr 2015 - October 201C

Ae of 02/25/15

Jan-16 Fet>-16 Mar-ie Apr-16 May-16 Jun-16 Jul-16
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City Gate Load Forecast (Met)
TCO FSS Iniections (Met)
T(^ Requirements (Md)

TCO FSS Withdrawals OMci)
Ottier WittKlrawBts (Met)
Total Withdrawals (Met)

Amount Hedged

Rxed Plica

Cost Ave

Rxed

Total Hedged
Total Hedged (dih)

Tvoee ol Hedging Produete <11

Feted Pnce

PnceCaps
No-Coet Collars

Emtiedded Hedged Cost
Winter

Summer

Estunated System Supply (Gross)
Hedged % of System Supply
Seeeonal % of System Supply

Ami Hedged with Storage a CItv Gate

Hedged (City Gate) (Dth)
Storage Withdrawal (0th)
Market (Dth)
Total (ktcl. Ir^ections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage akowed per type othedgingToduda

Nov-16 Oec-16

Duka Eiwrgy Kentucky
Hedging Prognm - Current Position

NovemiMr 2016 - October 2017

Aeot02/2S/lS

Jan-17 Feb-17 Mar-17 Apr-17 May-17 .Jun-17
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ksalfaaEsti
City Gate Load Forecast (Md)
TCO FSS Injections (Mci)
Total Requireinents (Mci)

TCO FSS Withdrawais (McQ
outer WIthdrawais (McQ
Total Withdrawals (Md)

Amount Hedoed (dth/davt

TBO

TBD

TED

Total Hedged (dtti/day)
Total Hedged (dth)

Tvoee of Hedolno Products til

Fixed Price

Price Caps
oQ No-Cost Cottars

Embedded Hedged Coat
Waiter

Summer

Estimated System Supply (Qtoss)
Hedged % of Syatm Supply
Seasonal %ofSystem Sup^

Amt Hedoed wlOi Storage g> City Gate

Hedged (City Gate) (Dth)
Storage WlthdiBiMBl (Dth)
Market (Dth)
Total faicl. Injections) (Dth)
%He^ed&Storage
Seasonal %

Now-17 Doc-17

Ouka Energy Kentucky
Hedging Progrem - Current Poeltlon

NowemlMr 2017 • October 2018

Asof 02/25/1S

Jan-18 Feb-18 Mar-18 Apr-18 May-18

(1) Maxanum percentage attowed per typed hedging produd Is 25% for Winter months and 40% Summer months

Jun-18

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 290 of 333

Jul-18 Aug-18 Sep-18 Od-18



Delivery
Month

Summer 2015
ITarget Levels By March 31

Nov-15

Dec-15

Jan-16

Fet>-16

Mar-16

Winter 15/18

Storage Gas

Excluding Storage Gas
Including Storage Gas
Target Levels ByOctotier 31,2015

Apr-18
May-16
Jun-ie

Jul-ie

Aug-18
Sap-18
Oct-ie

Summer 2018

ITarget Levels By March 31

Nov-18

Dec-18

Jan-17

Feb-17

Mar-17

Winter 18/17
Target Levels ByOctotier 31

Summer 2017
ITarget Levels By March oT

Nov-17

Dec-17

Jan-IB

Fet>-ia

Mar-18

Winter 17/18
Target Levels ByOctober 31,2015

May-15
Jun-15

Jul-IS

Aug-15

Oct-15

May-17
Jun-17

Jul-17

Aug-17
Sep-17
Oct-17

Duk«Entrgy Kentucky
Hedging Program
Currant PotHlon

System

JaSEflL
Dth/mo

Hedged to Date
Totd

Dth/day DttVmo

10

Next Target (3/31/15)
Required Allowed
dth/day dth/day
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Hedging Strategy
Current Position - February 25,2015

Duke Energy Ohio

KyPSC Case No. 2012-180
2015 Annual Report PUBLIC

Page 292 of 333

Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

Duke Energy Kentucky
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COMPARISON OF HISTORIC SPOT & PROJECTED PRICES
_ 2015 Annual Report PUBLIC

TO CURRENT FUTURES PRICES Page 293 of 333

Historic Prices:

5-yr. avg. Last Year EIA NYMEX

(10/11-14/15) (2014-2015) 10-Feb-15 26-Feb-15

Mar $3.87 $4.86 $2,850 $2,894

Apr $3.77 $4.58 $2,790 $2,822

May $3.93 $4.80 $2,890 $2,854

Jun $3.94 $4.62 $3,040 $2,891

ju) $3.99 $4.40 $3,090 $2,941

Aug $3.88 $3.81 $3,110 $2,929

Sep $3.53 $3.96 U $3,160 $2,934

Ort $3.62 $3.98 $3,220 $2,960

Nov $3.50 $3.73 $3,280 $3,058

bee $3.89 $4.28 $3,410 $3,210

Jan $3.62 $4.41 $3,460 $3,323

Feb"" $3.73 $2.87 $3,460 $3,303

12 Month Avg $3.77 $4.19 $3,147 $3,010
Summer Average $3,043 $2,904
Winter Average $3,292 $3,158

$5.00

$4.50

NYMEX-:'

$4.00

$3.50

$3.00

$2.50
«

$2.00 -M- ifij ( «1il

Mar Apr May Jtui Jul Aug Sep Oct Nov Dec Jan Fab
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Hedged Prices

Kentucky
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EarthSat 30-60 Day OuHook miMDA
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Updated: ,
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Updated:
Feb 25,2015
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i PrBvfous
Major Cold Changes to the

Central to Eastern US

Strong Early Cold In Midwest,
Northeast

Large changes In the colder direction have Iteen made to ttte forecast
this week, withmuch more expansive below normal anomalies covering
the central to eastem portions of the Continent. The greatest colder
trends can be seen throughout the Midwest, Northeast, MId-AtlantIc,
and east-central Canada, where the forecast has trended a couple
degrees colder due to Intense cold favored for the first third of the
month. A major upward adjustment to the month's GWHOO forecast
has t)een made In response to the Increased cold, witha large
percentage of the demand coming during tfie intense cold threatening
the first third of the month. The swath of above normal anomdies In the
western US has shrunk since last week as well, and ttiere Is risk thai
the strong early month cold could continue to expand westward.

Mar GWHDD" Forecasts *10Y Normal '05-14

10Y Normal* I C18.4
30Y Normal i 631.21

Mar-2014 720.1
Mar 2015 Fcst:

Change: +45
-tMond Qa^WWofssd HDDs

Previous Slight Colder Tweaks Mads to
the Midwest

Texas and South-Central US

Keep Coldest Anomalies

AprH sees colder trends In the forecast as well, akhough they are not
nearly as bold as that seen In March. Texas and the south-central US
hold the greatest likelihood In fating below normal this month, but the
Midwest and Interior East have now fallen to the negative side of
normal. Both the latest CFS and ECMUVF weekly outlooks keep above
normal temperatures and ridging planted over the West Coast, which
could keep the opportunity for cold to penetrate the remainder of ttre
US and Canada. If March verifies as cold as predicted. Ice cover could
also keep the high population centers along the Great Lakes colder
than what other signals would suggest, and this risk Is part of the
reason the forecast is colder in the Great Lakes region.

Apr GWHDD'* Forecasts

Apr 2015 Fcst:

Change: +10

•10Y Normal'05-14

10Y NormaP 338.6

30Y Normal 386.7

Apr-2014 346.3

-Nelfcxul QuMMdMd HDO<

March 2bi4|.^i|:

Final 60 Ooy Outlook : . Final 30 Day Outtorrhn-".^ Currciivknl * (o.acMt(3/i.2r3e::

v. Only couple ihore forecast days lie aheadfor litemrjnth ofFebruary, which will end '•"
' f up as 3rd coldestdating back to 1950. The GWHOO total has increased by roughly.,! ji
!.v 25 HDD's since lastweek's update. Ilianks lb the progression ol.lnletise cold into-

, the highly populated Midwest and Northeast during the past week. Our final 30-<Jay , .j
1/ outlook for Ihf month wascorrect inhaving a colder thannomtat Signal for theeast'','-'j

' Vemhalf of the country, but it did not (crcd tfie most intense cold on a sbultvward •> ^ ,
i f enbugh Irajecloiv that brought much colder than nonnal condilloris deep into the ' \

•' Midwest. Mid-Atlanllc and Southeast i ' • .. , -j

i '^Sm^
"I -

• Vt jfrnrrS* Ur+wCASf' liv-sf ltar->3('
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MMDA
Wednesday, February 25,2615

Previous

Forecast:

Forecast

Confidence:

8/10

Day 6: Tuesday, Mar 3

,^MDA

-''^ Day 7; Wednesday, Mar 4

Previous

Forecast:

Forecast

Confidence:

7/10

Previous

Forecast:

^ v.,r---.r ^

Day 9: Friday, Mar 6 '

Forecast

Confidence:

6/10

•fn nitttWti V'i MeteoroloidsttBJ/jg WSA7HBK SBKVICtS

Intense Cold Threatens Mid-Continent

Southeast/Gulf Coast Trend Warmer Early

Plenty of cold air continues to threaten the majorityof the US
and Canada during this time frame. A large Arctic air mass
once again brings much and strong below normal cold south
ward Intothe MId-Contlnent during the early halfof the period
before shifting the Intense cold eastward toward the Atlantic in
the ensuing days. While moderation is favored during the latter
halfof the period throughout the West, there is ampie colder
risk according to the models. The Southeast and Gulf Coast
lean warmer today compared to yesterday, as above to much
above normal anomalies form amidst a wann, moist Gulf flow
which precedes the eventual arrival of the very cold air.

Previous

Forecast:

Forecast

Confidence:

6/10

Previous

Forecast:

Forecast

Confidence:

5/10

Day 8: Thursday, Mar 5

bay 10: Saturday, Mar 7

1
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Weekly Natural Gas Storage Report - EIA

eia'
us. EnergyInformation
Administration

Weekly Natural Gas Storage Report
| February 2». 901$« tO 30Am ( NmI Mmok MarcfiB.2Dl»
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Pricing Predictions ^

Jefferies Sees Higher Prices Amid Drop in Gas Rig Count—February
25,2015

According to Jefferies, as tha outlook for supply growth moderates, natural gas prices
should rise to a 2015 average of $3.50/MMBtu and $4.25/MMBtu In 2016.

"While most recent attention has been paid to the fall In the US oil rig count, our
estimate of the natural gas rig count plus net effective associated gas rigs has fallen by
about 24% (about 150 rigs) since early November."

Though associated gas production from oil plays rose steadily from 2010 through 2014,
at an annual rate of 1.3 Bcf/d, a reduction in drilling activity across 5 plays due to the
plunge in oil prices shouldcause associated gas volumesto fall at an annual rate of .5
Bcf/d.

Henry Hub Summer Cash Prices to Faii Further—February 9,2015

Bentek lowered Its Henry Hub forecast for the summer to an average of $2.45/MMBtu,
reflecting an oversupplled marketdue to continued robust production growth.

"Bentek now expects Henry Hub prices to remain under significant pressure throughout
2015 and forecasts that cash prices will fall from $2.72/MMBtu In February to as low as
$2.35/MMBtu In October."

"The strong production growth at tiie end of 2014 has put the entirety of 2015 In em
oversupply situation, meaning that In order for the market to balance and keep storage
Inventories from exceeding design capacities, cash prices will need to remain
suppressed for the entirety of the summer, barring any extreme weather events."

The lower cash prices will Induce higher levels of coal-to-gas switching In the power
generation sector. Bentek believes power burn demand In 2015 to exceed the levels
during the summer of 2012, when cash prices were consistently below $3.00/MMBtu.

/7
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^ LNG Exports
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Sablne Pass LNG Export ProjectAhead of Schedule—February 23,2015

Cheniere has Indicated that construction of the first four trains at Sabine Pass LNG
facilityare ahead of schedule.

Trains 1 and 2 are about 81 %complete. Train 1 is expected to start upas early as late
2015. Trains 3 and 4 are atx}ut 54% complete. Train 3 is expected to be operating in
late 2016 and train 4 in 2017.

Cheniere has long-term LNG sales-and-purchase contract for 747.2 Bcf/yr for volumes
from the first four trains ofSabine Pass. Those trains have all the regulatory approvals
needed for exports to countries with and without free trade agreements with the US.

/2
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Oil Plunge Seen Having Little Impact on Gas—February 18,2015

According to Bentek, natural gas production In 2015 will not be significantly Impacted by
the recent plunge In oil prices. The rig count last week fell to Its lowest level since 2011.

Asignificant reduction In drilling will be needed to slow associated gas production
growth from major oil plays. "As long as Marcellus and Utica production continues
growing at steady rates through 2018, natural gas production will continue to Increase
regardless ofassociatedgas production growth. So-called associated gas —gas
produced alongside crude oil from oil wells accounts for roughly 45% of total US gas
production, Bentek data showed." Bentekexpects gas production In 2015 to grow
compared to 2014 average levels.

According to Baker Hughes, rigs drilling for oil and gas have declined for 10 consecutive
weeks to 1,056

RBC Capital Markets states "Our model indicates that onshore dry gas production
should continue to modestly Increase (excluding weather or other major disruptions)
over the foreseeable future due to growth from the Marcellus Shale along with
associated gas from oil wells."

Oil Price Decline: Impact to Associated Gas—February 12,2015

In a Wood Mackenzie study, associated gas volumes will continue to grow despite the
downtum In oil prices. While growth expectations have been lowered In the near-term,
US producers are likely to accelerate volume growth as prices strengthen.

Wood Mackenzie's Fall 2014 forecast of associated gas expected volumes to Increase
1.4 Bcf/d In 2015 to 10.7 Bcf/d and 15.7 Bcf/d by 2020. However with oils rigs expected
to decline by 40 to 50%, Wood Mackenzie has reduced their lost gas estimate by .22
Bcf/d by December 2014 and about 1 Bcf/d by December 2016. As a result, associated
gas volumes are expected to plateau In 2015-16 at 10.6 Bcf/d before resuming growth
over the medium and long-term.
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Jan-13 3.33
Feb-13 3.33
Mar-13 3.81

Apr-13 4.17

May-13 4.04

Jun-13 3.83

Jul-13 3.62

Aug-13 3.43

Sep-13 3.62

Oct-13 3.68

Nov-13 3.64

Dec-13 4.24

Average
2013 $ 3.728

Summer

2013
$ 3.770

Winter 2013

2014
$ 4.698

Hedging Meeting 02-26-201 S.xisx

Energy Information Administration

Henry Hub Pricing
Per MMbtu

February 10,2015 Release

Jan-14 4.71

Feb-14 6.00
Mar-14 4.90
Apr-14 4.66

May-14 4.58

Jun-14 4.59

Jul-14 4.05
Aug-14 3.91

Sep-14 3.92

Oct-14 3.78
Nov-14 4.12

Dec-14 3.48

Average 2014 $ 4.392

Summer
$ 4.213

2014

Winter 2014-

2015
$ 3.252

Jan-15 1 2.99
Feb-15

Mar-15

2.82

2.85

2.79

2.89

3.04

3.09

3.11

3.16

3.22

3.28

3.41

Apr-15
May-15
Jun-15

Jul-15

Aug-15
Sep-15
Oct-15
Nov-15

Dec-15

Average
2015 $ 3.054

Summer

2015
$ 3.043

Winter 2015-

2016
$ 3.402

2/25/2015

OO
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Jan-16 346

Feb-16 3.46

Mar-16 3.40

Apr-16 3.26

May-16 3.26

Jun-16 3.25

Jul-16 3.48

Aug-16 3.52

Sep-16 3.56

Oct-16 3.60

Nov-16 3.66

Dec-16 3.69

Average
2016 $ 3.467

Summer
$ 3.419

2016

EIA Prices
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February 201S

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA projects that U.S. total natural gas consumption wlH average 74.3 Bcf/d in 2015 and 7S.2 Bcf/d in

2016. compared with an estimated 73.3 Bcf/d in 2014. Growth is largely driven by demand in the
Industrial and electric power sectors, while residential and commercial consumption is projected to

decline in 2015 and 2016. Natural gas consumption in the power sector is expected to average 23.5
Bcf/d in 2015. a 0.5 Bcf/d increase from last month's STEG. EIA expects power sector consumption to
grow by 2.6%. to 24.1 Bcf/d. in 2016. Industrial sector consumption increases by5.6%and 1.9%in 2015
and 2016, respectively, as new industrial projects come online, particularly in the fertilizer and chemicals
sectors, and industrial consumers are able to take advantage of low natural gas prices.

U.S. Natural Gas Production and Trade.

EIA expects that marketed natural eas oroduction will increase bv 2.9 Bcf/d (3.8%l and 1.7 Bcf/d t2.2%i

in 2015 and 2016. resoectivelv. This Increase reflects continuing strong production in the Lower 48

states, which more than offsets the long-term declining production in the Gulf of Mexico. Although

natural gas prices have fallen dramatically In recent months. EIA expects that increases in drilling

efficiency and growth in oil production (albeit at a slower rate! will continue to suooort growing natural

gas production in the forecast. Additionally, preliminarydata indicate freeze-offs modestly reduced
production InJanuary, but production has quicklyrecovered and growth continues. With most growth
expected to come from the Marcellus Shale, a backlog of drilled but uncompleted wells will continue to

support production growth, as new pipelines come online In the Northeast.

Increases in domestic natural gas production are expected to contribute to lower demand for natural
gas imports from Canadaand increasing exports to Mexico. EIA expects exports to Mexico, particularly
from the Eagle Ford Shale in South Texas, to increase because of growing demand from Mexico's electric
power sector, coupled with flat Mexican natural gas production.

Natural Gas Inventories.

On January 30, natural gas working inventories totaled 2,428 Bcf, 468 Bcf(24%) above the level at the
same time In 2014 and 29 Bcf(1%) below the previous five-year (2010-14) average. Following last year's
extremely cold winter, inventories fell 1,000 Bcf below the five-year average in mid-April but since then
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have consistently narrowed the gap. EIA projects that end-of-March 201Sinventories will total 1.699
Bcf. 43 Bcf more than the five-vear (2010-141 average.

Crude Oil Prices

North Sea Brent crude oil spot prices averaged $48/bbl inJanuary, the lowest monthly average Brent
price since March 2009. down $15/bbl from the December average. The combination of robust world
crude oil supply growth and weak global demand hascontributed to rising global inventories and falling
crude oil prices.

EIA expects global oil inventories to continueto build in2015, limiting upward pressureon oilprices
because of decliningdrilling activity. The forecast Brent crude oil price averages SSS/bbI in 2015.
unchanged from lastmonth'sSTEP. Based on current market balances, EIA expectsprices to be
relatively flat in the first halfof 2015, when global inventory builds are projected to be significant. EIA
projects that Brent priceswill average $67/bbl during the fourth quarter.

The monthly average WTI crude oil soot price fell from an average of S59/bbl in December to S47/bbl in
January, its lowest level since February 2009. EIA expects the WTI crude oil price to average $55/bbl in

2015 and S71/bbl in 2016. both unchanged from last month's STEP. The discount of WTI to Brent crude
oil averaged less than $l/bbl inJanuary, the narrowest monthly average pricespread sinceAugust 2010.
In the forecast, the discount of WTI to Brent is projected to average S3/bbl in 2015 and $4/bbl in 2016.
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Price

Pressure
Term Ckjmments

Page
Ref

weather

LongTerm Forecast (Jun 15-Aug 15) t Long
NCAA predictingabove average temperatures for June 201S-August
2015 from the west coast to the Rockies and the east coast states.
Remainder of CONUS equal chance of above, normal, or below.

13

MidTerm Forecast (30-60 days) —> Long
AprilIs predicted to be 7.8% colder tftan normal based on 10 year normals
and May weather Is predicted to be 4.4% colder than normal.

14

Short Term Forecast (6-10 days) Shon

Above normal temperatures west of the Mississippi during the period.
Below normal temperatures early In the period In the east turning to more
normal temperatures later In the period.

15

Storage Inventory

EIA WeeklyStorage Report Long

Storage withdrawals for the week erKlIng March 13th were 45 Bcf.
Storage levels are at 1.467 TCF which is 52.8% higher than last year and
13.3% lower than the 5 year average. Assuming average withdrawals
between now and the end of March, Inventories at the end of tfte
wittidrawal season wiH be over half a Tcf above 2014, putting downward
pressure on prices going into the summer.

16

Industry Publications

Gas Daily-Gas Price Predictions Long

Momingstar reduced their price estimate t>y 25% through 2020 to
$4.00/Mcf from $5.40/Mcf based on continued production growth from
Marcellus and associated gas. Gas production expected to grow 4%
annually through 2020. Bentek's price forecast Is more bearish than
Momingstar. Bantek Is predicting $3.88/MMBtu through 2020, below
$3.00/MMBtu until Nov. 2016 and not to exceed $4.00/MMBtu until Jan.
2018. CItihas Indicated that gas prices may be at or near a bottom, citing
gas prices near bottom of their 5-year range, short positioning of money
managers, and storage levels are below the 5-year average level.

17

Gas DaHy-Mlsceflaneous ti Long

Bentek has reported natural gas production is reaching 73.8 Bcf/d. Power
bum has hit aH time highs this past winter, February averaged 23.1 Bcf/d.
As the EPA Mercury Ak and Toxics rule Is set to start tfils April,we should
see dose to 15.7 GW's of coal generation retire. Baker Hughes reported
last week tftat there are 242 dry gas rigs online week ending March 20th
2015. We continue to see production Increase despite the drop In rig
count.

18

Government Agencies

Energy Information Administration
Winter 2015/16: $3,402

Summer 2015: $3,043
t Long

The projected HenryHubnatural gas spot price averages $3.054/MMBtu
for 2015 and $3.467/MMBtu for 2016.

19

Technical Analysis 4

Summer 2015 Strip Chart Shon Closed at $2.83 20

Winter 2015-16 Strip Chart i Shon Closed at $3.18 21

Summer 2016 Strip Chart i Short Closed at $3.11 22

Winter 2016-17 Strip Chan Sfton Closed at $3.45 23

Summer 2017 Strip Chan 1 Shon Closed at $3.32 24

Winter 2017-18 Strip Chan 1 Shon Closed at $3.84 25

Economy

Demand t Long

EIAprojects total natural gas consumption will average 75.7 Bcf/d In 2015
and 76.2 Bcf/d In 2016 an Increase of 3.0% and 3.7% respectively from
2014. Growth Is largely driven by the industrial and electric power
sectors, while residential and commercial consumption Is projected to
decline In 2015 and 2016.

26

Supply 1 Long
Growth In marketed gas productionwiM Increase by 3.7 Bcf/d (5.0%) and
1.6 Bcf/d (2.0%) In 2015 and 2016, respectively.

26

OH Market t Long
EIA expects Brentprices to average $59/bt>l In2015, $2/bblhigherfrom
last month's report and $75/bbl In 2016. EIA expects WTI prices to
averaae $52/bbl in 2015 and $70/bbl In 2016.

27

Mooting MInutos; 428 Conforonco Room - 8:00 am
Attendees: Jeff Kern, Chuck WhHtock, MHch Martin, Joachim Fbchesser, Ryan Conover, Steve NIedertMumer

Discussed marketfundamentals Including weather, storage inventory levels, EIA priceforecasts, analysts price projections, economicinfluences on
supply and demandand technical analysis on SummonsndWinter Strip prices. Significant discussion tookplacearound the currentstorage level.
Due to the extreme weather In Fetvuary, storage IsjHscf below the five-year average but aboutBj^cf above last year's level. In cKldltion
discussed US production hitting record levelsand the anticipation ofthese levelswill continue to be produced. Alsodiscussed recordpower bumin
February, retirement of coal-fired generation and the low level of active drilling rigs.
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City Gate Load Forecast (McQ
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City Gats Load Forecast (Mcf)
TCO FSS Injections (Mcf)
Total Requirements (McQ

TCO FSS Wittxtravmis (McQ
Other Withdrawals (Mcf)
Total Withdrawais (Mcf)

Amount Hedoed

Fixed Price

Cost Ava

Fixed Price

Total Hedged
Total Hedged (dth)

Tvi>as of Hadaino Products fit
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Hedged (City Gate) (Dih)
Storage Wltfidraiml (Dth)
Mari(et(Oth)
Total fiTKi. injections) (Dth)
% Hedged & Storage
Seasonal %

(1) Maximum percentage allowed per typeof hedgingproductis 25%forWinter monthsand 40%Summermonths.

Nov-16 •ec-16

Duk* EiMrgy KMitueky
Itadging Program - Current Position

NovamiMr 2016 - Octobar 2017

As of 03/12/15

Jan-17 Fsb-17 -17 Apr-17 May-17 Jun-17 Jul-17 Aijg-17
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kSelffilSCfiB
City Gats Load Forecast (Met)
TOO FSS Iniections (Met)
Total Requirements (McQ

TOO FSS Wlttxlrawals (Md)
Other WkMrarmls (McQ
TotalWithdrawals (Mot)

Amount Hedoed Idth/dawt

TBO

TBO

TBO

Total Hedged (dth/day)
Total Hedged (dth)

Types of Hedolno Product* (•()
Fixad Price

Price Caps
No-Cost Coliars

Embedded Hedged Coat
Winter

•Summer

EstknatedSystemSupply (Gross)
Hedged % of System Supply
Seasonal % at System Supply

Amt Hedoed with Storaoe & CItv Gate
Hedged (C^ Gate) (Oih)
Storage Wkhdrawai (Dth)
Market (Dth)
Total Csicl. Injections) (Dth)
% Hedged & Storage

Nov-17 Dec-17

Ouiw EiMfgyKentucky
Hedging Program - Current Position

November 2017 - October 2018
As of 03/12/15
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Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 JuFl8 Au8-18 Sep-18 Oct-18

(1) Maximum percentage allowed per type of hedging product is 25% lor Winter months and 40% Summer months.



Deflvery
Month

Summer 2015

ITarget Levels By March 31,2015

Nov-15

Oec-15

Jan-16

FethlS

Mar-16

Winter 15/16

Storage Qaa

Excluding Storage Gas
Including Storage Gaa
Target Levels By October

Apr-16
May-16
Jun-16

Jul-16

Aug-16
Sep-16
Oct-18

Summer2016
[Target Levels By March 31, 2015

Nov-16

Dec-16

Jan-17

Fet)-17

Mar-17

Winter 18/17
TargetLevels By October'

Summer 2017
[Target Levels By MardTsT^OIS

Nov-17

Dec-17

Jan-18

Fet>-18

Mar-18

Winter 17/18
Target LevelsByOctober'

May-15
Jun-15

Jui-IS

Aug-15

Oct-15

May-17
Jm-17

Jul-17

Aug-17

Oct-17

Ouka Enargy Kantucky
Hadging Program
Currant Poaltlon

Systam

3"PP*V
Dth/mo

Hedned to Data

Total

CWday Oth/mo

/o

Next Target (3/31/15)
Required Allowed
dth/day dth/day

3/12/2015
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Hedging Strategy
Current Position • March 12,2015

Puke Energy Ohio
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Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

Duke Energy Kentucky

Summer 2015 Winter 15/16 Summer 2016 Winter 16/17 Summer 2017

• Target •Base •Swing • Storage -Hedged
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COMPARISON OF HISTORIC SPOT &PROJECTED PRICES2015a'public
TO CURRENT FUTURES PRICES Page 318 Of 333

Historic Prices:

NYMEXClosing Price

5-yr. avg. Last Year EIA NYMEX

(10/11-14/15) (2014-2015) 10-Mar-15 24-Mar-15

Apr $3.77 $4.58 $2,830 $2,785

May $3.93 $4.80 $2,920 $2,805

Jun $3.94 $4.62 $3,060 $2,848

Jul $3.99 $4.40 $3,100 $2,970

Ayg... $3.88 $3.81 $3,120 $2,928

Sep... $3.53 $3.96 $3,170 $2,924

Oct $3.62 $3.98 $3,230 $2,950
Nov $3.50 $3.73 $3,290 $3,037

Dec $3.89 $4.28 $3,420 $3,198

Jan $3.62 $3.03 $3,470 $3,306

Feb $3.73 $2.87 $3,480 $3,290

Mar $3.48 $2.89 $3,410 $3,240

12 Month Avg $3.74 $3.91 $3,208 $3,023
Summer Average $3,061 $2,887
Winter Average $3,414 $3,214

S2.50 '
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THREE-MONTH OUTLOOK
TEMPERATURE PROBABILITY
2.5 MONTH LEAD
VALID JJA 2015
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Dapartura from 1981-2010 normal ('F)April'2015:^ 31

Mar 18,2015

May2015{^

Updated:
Mar 18,201^
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Dapartura from 1981-2010 normal (*F)

^5.0 • 4-3.0 to -44.9 • 4-2.0 to ♦2.9

Previous

.oto-fl.9 0

• •0.9 to 0.9

-1.0 to -1.9 • -2.0 to -2.9 • -3.0 to -4.9 •! S-5.0

Forecast Remains Unchanged

Aboves Remain Focused

Over West

The April forecast remains unchanged withabovea In the West acxl
belows from Texas to the south-central Midwest. There Is a cold risk In
the East and warm risk In the West given the expected negative slate of
the EPO at the start of the month, as ridging buHt Into Alaska should
allowfor colder opportunitiesdownstream Inthe East whilekeeping the
West warn). There are questions as to howsustainable this negative
EPO patternwill be, whichIs\Miy the forecast remains unchanged and
stIR mainlybased on weak El Ninoand -r-PDO forcings. Butcold
changes are possible In the East next week If confidence In a more
sustainable -EPO Increases. The CPS model shows tielows the
Northeast wtkle abo showing more warmth In the West and Into the
north-central US In a look not very dissimilar to March, and the warmer
Northern Plains may be a risk given MJO trends early Inthe month.

Apr GWHOD" Forecasts

Apr 2015 Fcst:

No Change

MOY Normal '05-14

10Y Normal* 338.S

30Y Normal 358,7

Apr-2014 348.3

-NMIone Ou-WWgnM HOOa

: Previous Forecast Remains Unchanged

Remaining Warm Northwest to
Northern Plains

Ttie Mayforecast also remains unchanged with aboves holding steady
In the Northwest and extending into the Northern Plains, while near to
sllghOy below normal temperatures are still expected across the
souttrem tier. The forecast continues to favor the Influences of the
ongoing positive POO and the weak B NIflo. However, long terni trends
do argue for warmer risks In the West Ifridging remains more Influential
and as drought becomes more of a factor In California and parts of the
Southwest. The CPS model shows a similar look lo our forecast wllh
aboves across the Northwest and Into the Northem Plains, but It
extends the aboves farttrer Into the Upper Midwest and even to a lesser
extent Into the Northeast.

May PWCDD** Forecasts

May 2015 Fcst:

ISO QWHDDs (nc) (lOY: ISOJ)
No Change

'10Y Normal 05-14

10Y Normal* 120.4

3flY Normal 108.8

May-2014 127.8

"NMIane Pop-W«grtad COOi

^3 3 . Final 60 Day Outlook. . 3 Final 30 Oay Outlook . Cuff«tit vtrif> f

S i, The lost ."several days have fealtxed sorrie impressive v/armih across parts ofthe';";
Lv. Plait)s and wesierri Midwest, and with the (orecnsi continuing to lean in ifve warmer'

"direction lliroorjh the back end'of ttiemonth itnowappears that aboves vjllextend!'!:
(!• from the WesI into ihe Plains and norlhwesiein Mid\-jcsi,v/iili a second area ofWrrf.
p; aboves In the Southeast, wliile cokl is'mainly tocnsed in the Noilheasi and In Tex-,: "•

as. The Final 30 Day oullook shows Ihe area of helnws expanded loo far west and.- ^
shows loo lilllo coverageofaboves milieWest! Ttiecuirehl expectation torMarch
Is 624.2 GWHODs. now.warmer than the 30Y normal(63T.2) bot.colder than tfief^'-t:^
iOY;nbrrnal(615.4).

r A,>. »: .1 ry ^

i r; MDA lufonnatiuii Sy.slcms LLC 8'20West Diamond Ave, .Suite .-{OO, Clailiici-sbing; MD20878
< tel 240-8;t3-8:ioo Fax 240-83,3-8:}oi vvw-w.mdaus.com--; ©2015 [o'2yooooooi07.pdf—Version 2.3]-
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EarthSat (W.O Day Forecast®Detailed
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j;Tuesdayj, Mardi 24,:

Previous

Forecast:

Forecast

G)nfldence:

8/10

Day 6: Sunday, Mar 29

-.y'V' Day 7: Monday, Mar 30

Previous

Forecast:

Forecast

Confidence:

7/10

Previous

Forecast:

TTTT

Forecast

Confidence:

7/10

Day 9: Wednesday, Apr 1'

i^MDA

B c

Metfeordoglst: WeATHiRSiRVICiS

Less Cool Air Present In the Northeast

Abundant Much Aboves Over West Early,

Mixed changes are present in today's forecast with some
warmer adjustments to the Northeast and cooler adjustments in
the Northwest The Northeastwill see high pressure early re
placed with more moisture, allowing onlyseasonal to marginal
lybelow normal readings to existacross here in the latterparts
of the period. However, the onset of the period does have
much below normal anomalies stretching from the Mid-Atlantic
into the Southeast Meanwhile, warmth continues to thrive
from the West into the Plains through the early and middle
parts of the period. Much aboves are held over the West for
then with a break down occurring due to a disturbance in the
Northwest late. The Northwest tums seasonal late as a result.

Previous

Forecast:

Forecast

Confidence:

7/10

Previous

Forecast:

Forecast

Confidence:

6/10

Day 8: Tuesday, Mar 31

Day 10: Thursday, Apr 2

J gi A +8 MA+15 SA

MI>A hifoniiatidi) .Syslciii.s LLC' 8_*() Wt-si Diamoiui .Vi'. Suite c;;ullu>rsi)iirs'. Ml) 2U.S7K •
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Weekly Natural Gas Storage Report - EIA

U.S. Energy Information
Administration

Weekly Natural Gas Storage Report
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Pricing Predictions
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A New Normal Expected For Gas Prices: Morningstar—March 17,2015

Morningstar reduced their price estimate by 25% through 2020 based on continued
natural gas productiongrowth led by Marcellus Shale and associated gas.

"Despite our expectation for continued growth in US demand over the next several
years, there is more than enough low-cost supply from areas like the Marcellus, Utica,
and various oil-rich plays to justify a reduction in our midcycle natural gas price forecast
to $4/Mcf (Henry Hub) from $5.40."

According to Morningstar, gas production is expected to grow 4% annually through the
end of the decade, with output reaching nearly 90 Bcf/d by 2020. The majority of this
incremental gas will come from Marcellus and Utica as well as oil rich basins in Texas,
Colorado and North Dakota at prices lower than $4.00/Mcf.

"Bentek's price forecast is more bearish than Morningstar; it expects Henry Hub cash
prices to average just $3.88/MMBtu through 2020. In fact, Bentek's current forecast
doesn't see cash prices rising above $3.00/MMBtu until November 2016 and
$4.00/MMBtu until January 2018. The $5.00/MMBtu mark won't be surpassed until
January of 2020, Bentek forecasts."

Natural Gas May Have Bottomed, CItl Says—March 11,2015

Citi analyst Tim Evans has indicated that gas prices may "actually be at or near a
significant bottom." "Evans' reasoning is predicated upon a few key factors: gas prices
that are hovering near the bottom of their five-year range, the net-short positioning of
money managers, and storage levels that are below the five-year average level."

Bentek recently lowered their forecast due to oversupply. Bentek estimate for the
summer strip Is an average of $2.39/MMBtu.

n



Miscellaneous information
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US Production approaches record levels

Bentek has estimated natural gas production is reaching 73.3 Bcf/d as we continue to
set record high production days this winter (all time high set Dec. 20th 2014 73.5 Bcf/d).
These new production level highs are driven by the Northeast and Utica shale coming
online. Bentek is showing Utica increased production and we should see more coming
online as FERC just approved 1.2 Bcf/d REX reversal.

Record Power Burn in February

For the second month in a row due to cold weather and snow cover power burns
breached the threshold of 23 Bcf/d. According to Bentek Februaryaveraged 23.1 Bcf/d
power burn as HDD were up 96 y/y to 846. The concentration of the colder than normal
weather happened over the more populated areas of the Northeast and Midwest.
Electric loads were high during this time period, but power bum was up .5 Bcf/d weather
normalized. Through 2014 6.5 GW of coal was retired with 70% of those GWs coming
in the Northeast Bentek estimates. In addition to the retirements, we had 6.47 GWs of
nuclear outages occurring in Feb (1.5 GW below the previous 5 year avg). Gas prices
remained relatively cheap during this time period encouraging fuel switching In some
areas. As we enter into the injection season it feels like we are going to have 1.4 Tcf in
the ground, Bentek is expecting prices at Henry Hub to average $2.39/MMBtu this
summer. With the EPA MercuryAir and Toxics rule to take place in April of 2015 the
US is looking at another 15,7 of coal retirements to happen of which 12.8 GWs are to
be retired April - June of this year.

Gas Rigs plummet to all-time low

Current US rigs drilling for natural gas sits at 242 for the week ending March 20,2015
down 15 from the previous week and down 1,606 from the aii-time high in 2008.
Despite the fact that the rig count is continuing to fall production is expected to grow.
According to Bentek US dry gas production will average 72.7 Bcf/d in March and 73.2
Bcf/d for 2015 (2014 US dry gas production was 68.5 Bcf/d). There are two major
producers in Marceilus (Chesapeake and Cabot) planning on curtailing production or
idle rigs this year. They feel in the current pricing environment that is the prudent thing
to do. The fourth quarter of last year Chesapeake reported they realized $t.72/Mcf.

/s



r Jan-13 3.33

^ Feb-13 3.33

Mar-13 3.81

Apr-13 4.17

May-13 4.04

Jun-13 3.83

Jul-13 3.82

Aug-13 3.43

Sep-13 3.62

Oct-13 3.68

Nov-13 3.64

Dec-13 4.24

Average
2013 $ 3.728

Summer
$ 3.770

2013

jWinter 2013-
2014

$ 4.698

lodging Meeting 03-19-201 S.xisx

Energy Information Administration

Henry Hub Pricing
Per MMbtu

March 10,2015 Reiease

Jan-14 4.71

Feb-14 6.00
Mar-14 4.90

Apr-14 4.66

May-14 4.58

Jun-14 4.59

Jul-14 4.05

Aug-14 3.91

Sep-14 3.92

Oct-14 3.78

Nov-14 4.12

Dec-14 3.48

Average 2014 $ 4.392

Summer
$ 4.213

2014

Winter 2014-

2015
$ 3.272

Jan-15 2.99

Feb-15 2.87

Mar-15 2.90

Apr-15 2.83

May-15 2.92

Jun-15 3.06

Jul-15 3.10

Aug-15 3.12

Sep-15 3.17

Oct-15 3.23

Nov-15 3.29

Dec-15 3.42

Average
2015 $ 3.075

Summer
$ 3.061

2015

Winter 2015-
$ 3.414

2016

3/12/2015
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Jan-16 3.47

Feb-16 3.48

^ar-f6 3.41

Apr-16
• May-16

3.26

3.28

Jun-16 3.27

Jui-16 3.49

Aug-16 3.53

Sep-16 3.56

Oct-16~1 3.60

Nov-16 3.66

Dec-16 3.70

Average
2016 $ 3.476

Summer

2016
$ 3.427

EIA Prices
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March 2015

Short-Term Energy Outlook (STEG)

Natural Gas

U.S. Natural Gas Consumption.

EIA projects that U.S. total natural gas consumption will average 75.7 Bcf/d in 2015 and 76.2 Bcf/d in
2016. compared with an estimated 73.5 Bcf/d in 2014. Growth is largely driven bv demand in the

Industrial and electric power sectors, while residential and commercial consumption are projected to

decline In 2015 and 2016. EIA projects natural eas consumption in the power sector to grow bv 8.1% in

2015 and bv 1.9% in 2016. Industrial sector consumption increases by 6.6%and 2.1% In2015 and 2016,
respectively, as new Industrial projects come online, particularly Inthe fertilizer and chemicals sectors,
and Industrial consumers take advantage of low natural gas prices.

U.S. Natural Gas Production and Trade.

EIA expects that marketed natural gas production will increase bv 3.7 Bcf/d (5.0%) and 1.6 Bcf/d (2.0%!

in 2015 and 2016. respectlvelv. reflecting continuing oroductlon growth in the Lower 48 states, which

more than offsets the long-term declining production in the Gulf of Mexico. Although natural gas prices

have fallen dramatically in recent months. EIA expects that increases in drilling efficiencv and growth in

oil production (albeit at a slower rate) will continue to support growing natural gas production in the

forecast. With most growth expected to come from the Marcellus Shale, a backlog of drilled but

uncompleted wells will continue to support production growth, as new pipelines come online In

the Northeast.

increases in domestic natural gas production are expected to reduce demand for natural gas Imports
from Canada and to support growth In exports to Mexico. EIA expects exports to Mexico, particularly
from the Eagle Ford Shale in South Texas, to increase because of growing demand from Mexico's electric
power sector, coupled with flat Mexican natural gas production.

Natural Gas Inventories.

On February 27. natural gas working Inventories totaled 1.710 Bcf. 492 Bcf (40%) above the level at the

same time In 2014 and 143 Bcf 18%) below the previous five year 12010-14) average for the week.

Following the extremely cold weather last winter. Inventories were 1,000 Bcf below the five-year
average in mid-April 2014. After strong builds over the summer and weak draws during the early winter,
natural gas working inventories briefly surpassed the five-year average in mid-February. However,
recent cold temperatures have contributed to inventory levels falling back below the five-year average.
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Independent Statistics & Analysis

U.S. Energy Information
Administration
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EIA projects that end-of-March 2015 inventories will total 1.587 Bcf. close to the five-vear average and

730 Bcf more than at the end of last March.

Crude Oil Prices

EIA forecasts that Brent crude oil prices will average $59/bbl in 2015. $2/bbl higher than projected In

last month's STEP, and $7S/bbl In 2016. West Texas Intermediate (WTII prices in 201S and 2016 are

expected to average S7/bbl and $5/bbl. respectively, below Brent. The Brent-WTI spread for 2015 is
more than twice the projection in last month's STEO, reflectingcontinuinglarge builds in U.S. crude oil
inventories, including at the Gushing,Oklahoma storage hub.

27


