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Session Goal

To Provide an Overview of the Many Drivers of the
Domestic Natural Gas Marketplace, and Insights on
Current Trends
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What We Do

World Energy takes the complexity out
of energy management to deliver real
bottom -line impact.

TRANSPARENT INNOVATIVE PASSIONATE
PROCESSES TECHNOLOGIES PEOPLE
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Customer Landscape

BUSINESS UTILITIES
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Why Natural Gas I\/Iatters
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Natural Gas is ~30% of the
Generation Mix In NYISO

Gas is typically the marginal
feedstock for generation,
thereby setting the real
time power market price
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Why Natural Gas Matters

Power Supply Curve
NERC Subregion: New York
Year: 2010
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Market Volatility

NYMEX History, January 2006 dFebruary 2011
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Supply Conventlonal
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Supply - Shale
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Demand

A About 25% of energy used in the United
States comes from natural gas

A Natural gas is used to produce steel, glass,
paper, clothing, brick, electricity and as an
essential raw material for many common
products. Some products that use natural
gas as a raw material are: paints, fertilizer,
plastics, antifreeze, dyes, photographic
film, medicines, and explosives.

A Slightly more than half of the homes in the
United States use natural gas as their main

heating fuel.

Slide from EIA

WerldEnergy

Matural Gas Use, 2009

Vehicle Fuel /
<1%
Pipeline Fuel
3%

\Oil & Gas Industry

Operations
5%

Source: : U.5. Energy Information Administration, Nafural Gas
Monthly (Felbruany 2010}




L
Supply and Demand

U.S. natural gas consumption, production, and net imports
trillion cubic feet
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Infrastructure
U.S. Natural Gas Pipeline Additions 1998-2008

More than20,000 miles
of new natural gas
transmission pipeline,
representing more than
97 billion cubic feet per
day of capacity, were
placed inservice.

Source: EIA
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Factors Driving Supply, Demand

A Weather 0O sustained cold, mild winters, infrastructure disruptions
(e.g. hurricanes)

A Substitute Prices & industrial Fuel Switching, Power Industry
Switching

A Demand Dynamicsc’i Housing Markets, Industry, Power Demand
A Storage O Level of reserves affects pricing pressure
A Production 6Affecting supply balance: domestic and imports

A Regulation- policy changes often drive the supply/demand balance
e.g. nuclear, shale fracking

A Trading O speculative traders can affect the perceived and actual
supply/demand balance
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Price Components

A NYMEXQ the cost representing actual commodity

A Basis difference between two points, usually the NYMEX and the point
of use for the natural gas

A LD COQ the cost associated with moving the gas from the local
distribution company to its point of use

A Why is this important?
A NYMEX prices are driven by trading activity around supply
and demand expectations

A Basis prices are driven by a combination of infrastructure,
supply and demand dynamics
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Weather Trends

Winter 2010/11 616" coldest Summer 20116the hottest
over last 60 years over last 60 years
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Substituteso Growing Price Disparity
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