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Disclaimer

This presentation presents the views of ICF International. The
presentation includes forward-looking statements and projections.
ICF has made every reasonable effort to ensure that the information
and assumptions on which these statements and projections are
based are current, reasonable, and complete. However, a variety of
factors could cause actual market results to differ materially from the
projections, anticipated results or other expectations expressed in
this presentation.

The information in this presentation is proprietary and confidential.
It should not be distributed to third parties.
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ICF’s Near-term Outlook
Gas Supply / Demand Balance (Bcfd)
A

Recovery |Recession Response
Year

2007 2008 2009 2010 2011
Production 54,5 56.2 56.5 534 54.6 Declines with Lag
Net Canadian Imports 8.4 7.7 7.1 6.4 6.1 Declines
LNG Imports 1.9 0.8 0.9 2.8 2.5 Rebounds with Recovery
Net Storage 0.5 0.1 (0.5) 0.2 1.2 Balances Market
Total Supply 65.3 64.8 64.0 62.7 64.4 Declining
Power Generation 16.4 15.9 15.3 14.8 15.9 Declining
Residential / Commercial 21.6 22.5 22.4 22.2 21.9 Steady
Industrial 19.8 18.9 18.7 19.0 19.1 Declining
Other 5.7 5.8 5.8 5.5 5.6 Steady
Total Consumption 63.5 63.0 62.2 61.4 62.5 Declining
Mexico Exports 0.8 1.0 1.1 0.8 1.0 Steady
Total Demand 64.3 64.0 63.3 62.2 63.5 Declining
Balance 1.0 0.8 0.7 0.6 1.0
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ICF Base Case vs. NYMEX Futures Strip
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Drilling Activity — Oil and Gas Prices
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ICF Base Case Forecast
Gas Demand
1

U.S. & Canada Gas Consumption

- - (Trillion Cubic Feet, Tcf) betta | Delta
Recession app_eafS 2007-2015| 2007-2030
to be “a bump in the | .,

) ro_ad gnd not”a _ Power 17 4.9
major sinkhole” for | 2° Generation

natural gas. 2

5 Industrial 0.3 0.4

Growth is 10 Commercial 0.0 0.0

expected with or 5 Residential 02 | 05

without _Carbon i Other 0.0 0.2

Policy

2000 2005 2010 2015 2020 2025 2030
/ \ Total 2.2 Tcfl 6 Tcf

: Gas is the Fuel of Choice for _ _
Recession - Power Generation — Other Technologies May Prevail —

Decline
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ICF Base Case CO, Allowance Prices

Year | $/Tonne | Natural Gas Coal Gasoline Gasoline
CO, ($/MMBtu) | ($/MMBtu) | ($3/MMBtu) | ($/gallon)

Before $0 $0 $0 $0 $0
2014

2015 $25 $1.33 $2.38 $2.06 $0.26
2020 $38 $2.02 $3.61 $3.13 $0.39
2025 $57 $3.03 $5.42 $4.69 $0.59
2030 $86** $4.57 $8.17 $7.08 $0.89

** equals $50 / Tonne CO, in real $2008 / Tonne.

fare better than other hydrocarbons.

Carbon policy will add significant costs to gas consumers, but g as will
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Power Generation

Power Generation
(Billion kilowatthours)

= In the next ten years,
gas-based power
generation will grow

6,000

to around 25 percent >000
of total generation. 4.000 Nuclear
= Growth in market Hydro

share of gas-based 3,000
generation will slow

after 2020 as new 2,000
clean coal units,
renewable capacity,
and some new
nuclear units enter
the market.
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Gas Supply (Tcf per Year)
8 |
| Shale (not LNG) is the gas supply of the future

= Domestic gas resources
are abundant.

L » 40
= Drilling is sensitive to

gas price.

= Gas deliverability
responds relatively
quickly to development
activity due to high
reserves per well.

Nonconventional

Tcf per Year
N
o

= Prices at or above $5 per 10
MMBtu will be needed to
support growth of
nonconventional 0

supplies. 2000 2005 2010 2015 2020 2025 2030
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New Gas Supplies Affect
Regional Flow Patterns
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New Pipeline Capacity
will be Needed

Alaska and Delta Capacity
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Projected Annual Average Henry Hub Gas Price
(Nominal$/MMBtu)
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Summary of ICF January 2009 Base Case

The recent economic downturn will delay growth in gas demand by
two years.

But, significant growth is expected after the next two years,
particularly in the power sector.

Growth will occur with or without carbon policy, but greater gro wth
IS expected with carbon policy.

Growth outside of the power sector will be more modest. DSM,
conservation, and efficiency will limit opportunities for growth .

Incremental gas supply will predominately come from
nonconventional domestic resources.

New pipeline capacity will be mainly supply driven.

Gas prices will remain relatively low throughout the recession, but
rise thereafter.
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Carbon and Energy Policy
Impacts on the Natural Gas
Market
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U.S. GHG Emissions in 2006
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Largest CO, emissions are from the power and transportation
sectors. Gas accounts for 16% of total emissions.

ICF :

INTERNATIONAL




Current Status of U.S. Carbon Policy

The U.S. debate on regulation of greenhouse gases (GHGSs) has
changed from "if” or “when” to “how” and “how much”.

The severity of the economic downturn will affect timing.
Over half of the States are implementing programs now.

Federal legislation has some momentum, but it is “in the queue”
behind economic policies.

GHG regulation will create direct compliance obligations and
potentially large changes in power and gas markets.

Common expectation is that GHG regulation will increase gas
demand during the next 15 years.
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GHG Emission Targets Under Consideration in the
U.S. Congress
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Global Energy Policy Plans

Pickens 10-year Plan

Generate up to 22% of electricity with wind power.

Update electric grid.

Natural gas to be used significantly as a
transportation fuel.

Incentives for energy upgrades and insulation.

Reduce oil imports by 33%.
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Global Energy Policy Plans
s

Obama Energy Plan (from campaign)
Increase auto fuel economy.
1 million plug-in hybrids by 2015.
60 billion gallons of biofuels per year.
Promote responsible domestic production of oil and gas.
Electric Generation 10% renewable by 2012, 25% by 2025.

Energy efficiency — Energy consumption 15 percent below current
trends by 2020.

Develop Clean Coal — DOE / private partnership to develop first 5
plants.

Build Alaska Pipeline.

Reduce GHG emissions by 80% by 2050 — Comparable to bills in
Congress.
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Targeted Policy Impacts

Policy Direction

Impact

Approximate Impact
on Gas Market

CNG Vehicles
25% Autos by 2030

Increases Gas Sales
Directly

+7.5 Bcfd of
Consumption

Plug-in Hybrids
25% Autos by 2030

Increases Electricity Sales
+4% (200 TWh’s)

+4.5 Bcfd of
Consumption

Upstream technology
development

Increase Nonconventional
Potential

A 10% increase in
nonconventional supplies
+4.0 Bcfd Production

Remove Offshore
Drilling Moratoria

Increase Available
Domestic Supplies

+79 Tcf of Reserves
+5.5 Bcfd Production

Alaska and Mackenzie
Delta

Increase Available
Domestic Supplies

+7.5 Bcefd Production
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ICF Base Case 2030 Gas Consumption: U.S. 74.5 Bcfd - Canada 12.5 Bcfd




Targeted Policy Impacts

Policy Direction

Impact

Effect on gas Market

Increase Renewable
Generation by 50% Above
Base

Reduce Power Sector
Fossil Fuel Consumption

-5.5 Befd Consumption
if all gas (250 TWhs)

Increase Coal Power Plant
Retirement
-10% by 2030

Coal Generation
-30 GWs Capacity
-225 TWhs Generation

If replaced by gas,
5.0 Bcfd Consumption

Quicker Development of
Carbon Capture
+10% Coal Capacity

Coal Generation
+30 GWs Capacity
+225 TWhs Generation

If all gas is displaced,
-5.0 Bcfd Consumption

New Nuclear Power -
+0ne 2 GW Plant

Reduce Power Sector
Fossil Fuel Consumption

-0.35 Bcfd Consumption
if all gas (16 TWhs)

Energy Conservation -
Maintain R/C Consumption
at 2009 Levels

Lower R/C Growth from
0.2% per year to 0.0%

-1.0 Bcfd Consumption
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Conclusions
1

North American natural gas market will
continue to grow after current recession.

Domestic shale supplies will continue to grow
IN Importance.

Climate and energy policy will have significant
Impacts in the long-term.

The gas market will likely fare well under many of
the current policies under consideration.
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