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Lets talk about...

Market circumstances are evolving at an accelerated pace involving
more potential impact factors than ever before.

Topics
« Regional supply shifts
« Expanding storage resources
« Cleared products for supply
 Production Assets Shifting
« Unclear Regulatory Environment
« Engaging the process
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Regional Supply Shifts

Traditional supply resources are shifting.

Figure 2, U.S. natural gas production, 1 990-2035
{trillion cubs foct per vear)

Using gas as an example...
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Shale Gas is Global
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Strategic Storage
Warehousing vs. Seasonal

Shifts in storage use impact inventories and storage activities...

“The natural gas industry has experienced significant changes in inventory
management practices and storage utilization over the past decade or
more as a result of market restructuring. During that time, the operational
practices of many U.S. underground storage sites became much more
market oriented. Seasonal factors are less important now in the use of
underground storage inventories. Many storage gas owners (marketers
and other third parties) are attempting to synchronize their buying and
selling activities more effectively with market needs while minimizing their
business costs”...(EIA)

“Base loading — Just in time”
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U.S. Working Natural Gas in Storage

billion cubic feet
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Growth in High Cycle Storage

240 BCF coming online...

FERC Storage Projects May-11

1Perryville Gas Storage LLC Franklin/Richland LA 5
2 Petrologistics Natural Gas Storage LLC Iberville LA 18
3 Tricor Ten Section Hub Kern CA 22.4
4 Pine Prairie Energy Center LLC Evangeline LA 32
5Turtle Bayou Natural Gas Storage Company LLC Chambers/Liberty TX 12
6 Ryckman Creek Resources LLC Uinta wy 35
7 Leader One Energy Adams co 11
8 UNIGAS Corporation OK 30
9 Tres Palacios Gas Storage LLC TX 9.5
10 Wabash Gas Storage LLC IL 12
11 Picacho Peak Gas Storage AZ 8
12 Sawgrass Storage LLC LA 25
13 Arizona Natural Gas Storage LLC AZ 20
240

Pending

Horizon

Prefiling
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Creative supply solutions
Cleared and exchange cleared delivered physical contracts

These products change the landscape by creating more flexible
supply management in tighter time frames.

Improved Economics and Optionality
« Counterparty Mutualization
« Credit Mitigation
« Daily through seasonal terms
« Full suite (fin/phys) offsetting margins*
 Firm Physically Backstopped Delivery*
 Futures margining and payment schedules*

*CME/NYMEX DNG
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Shifting Electrical Production Assets

U.S. Electric Power Industry Net
Generation by Fuel, 2009
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"“GREEN ENERGY”
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United States - Annual Average Wind Speed at 80 m
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Renewables

- Low but growing percentage
— Q410 Wind nameplate capacity installed = 36,000 mW
- Source DOE: Energy Efficiency & Renewable Energy — Wind Powering America (WPA)
« Questionable but improving economics

— In average solar energy (around 18 cents per kilowatt hour) is three times more
expensive than coal, natural gas or nuclear energy (6-7 cents per kilowatt hour)

® Source DOE: Energy Efficiency & Renewable Energy — Solar

« Favorable to regulators and consumer

— FTC (Federal Tax Credit) or ITC (Federal Investment Tax Credit)

— State level Property and Corporate and Personal Income Tax Incentives — while varied
by state and type, can be as high as 50%*

» Source NREL — report State Clean Energy Policies Analysis: State Tax Incentives, October 2009
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Renewables
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Renewables

Exchange instruments improve enterprise risk management —

www.thegreenx.com

& CME Group

© 2011 CME Group. All rights reserved 17



& CME Group

Gas



Gas

—Diverse and plentiful supply
—Scalable
—Environmentally acceptable

Figure 2. U.S. natural gas production, 1990-2035
(tnlbon cubic foct per vear)
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Gas

Exchange instruments improve enterprise risk management
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Energy Products
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Delivered Natural Gas Futures

Centrally cleared. Firmest possible

-
delivery. Accelerated Payment Terms %_ % ik
— i
dart
»Learn more )
Feewr Altreila dvwapa WA Raried Duthessk Detrveded latuoal Gaa Crue D4l VK Fuilsres any
o
i 5T
Energy F t reiay
CUE Jiobes
Fi
A
-
ThE
B O iTd W T [ ] i3 ST
T 1 Rahaied
&3M A

http://www.cmegroup.com/trading/energy/
& CME Group

© 2011 CME Group. All rights reserved 21



& CME Group

Coal



COAL

— Established but aging infrastructure

« Oldest plant installed date 1903 - S. D. Warren Somerset Plant
80.9 Mw

« Total installed capacity 40+ yrs = 398,215.6 mW
— Declining — 65 gig out of service by 2018
« EPA requirements:

Clean Air Transport Rule
Clean Water Act
Mercury Rule

Coal Combustion Residuals Disposal Regs
— Unfavorable regulatory perspective
« Environmentally unfriendly
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B ;Coal Fired Power Generation by Nameplate
*,Gapacity
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Shifting Electrical Production Assets

Figure 73. Net electricity generation in North America by fuel, 2007 and 2035
(percent of total) = Coal ® Liquids = Natural gas

United States ® Hydropower ® Other renawables = Nuciear
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Regulatory

Significance of Dodd-Frank Act

»Signed by the President July 21, 2010, it requires

243 rulemakings
« 67 one-time reports/studies to be conducted
« 22 new periodic reports required in the aggregate

« Timeline for implementation varies for various provisions from
180 days to 12 years (Volcker rule implemented in its entirety)

& CME Group

© 2011 CME Group. All rights reserved




U.S. Regulatory Structure

Criminal
Authorities

CFTC

SROs
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Overview of U.S. Regulatory Structure

U.S. Regulators include:
« Commodity Futures Trading Commission (CFTC)
« National Futures Association (NFA)
« Securities and Exchange Commission (SEC)
« Financial Industry Regulatory Authority (FINRA)
« Federal Energy Regulatory Commission (FERC)
« Federal Trade Commission (FTC)

« Self-Regulatory Organizations (SROS)
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What'’s the right approach?
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Regulatory

End user exemption does not mean end user IMMUNE

* Requirements remain unclear

* Reporting requirements are engineered to capture PRE and post trade
transparency

« DCM - Designated Contract Market
« SEF — Swap Execution Facility
« SDR - Swap Data Repository

e And much more.....
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CME Group Requlatory Outreach Program

“SE THE RESOURCE.

 Program serves as a compliance resource to external
customers (members, member firms and nonmember
market participants)

e Group email: MarketRegOutreach@cmegroup.com

e Visit the Website:
http://www.cmeqgroup.com/market-requlation/index.html
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Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a
leveraged investment, and because only a percentage of a contract’s value is required to trade,
it is possible to lose more than the amount of money deposited for a futures position. Therefore,
traders should only use funds that they can afford to lose without affecting their lifestyles. And
only a portion of those funds should be devoted to any one trade because they cannot expect to
profit on every trade.

The Globe Logo, CME®, Chicago Mercantile Exchange®, and Globex® are trademarks of
Chicago Mercantile Exchange Inc. CBOT® and the Chicago Board of Trade® are trademarks of
the Board of Trade of the City of Chicago. NYMEX, New York Mercantile Exchange, and
ClearPort are trademarks of New York Mercantile Exchange, Inc. COMEX is a trademark of
Commodity Exchange, Inc. CME Group is a trademark of CME Group Inc. All other trademarks
are the property of their respective owners.

The information within this presentation has been compiled by CME Group for general purposes
only. CME Group assumes no responsibility for any errors or omissions. Although every attempt
has been made to ensure the accuracy of the information within this presentation, CME Group
assumes no responsibility for any errors or omissions. Additionally, all examples in this
presentation are hypothetical situations, used for explanation purposes only, and should not be
considered investment advice or the results of actual market experience.

All matters pertaining to rules and specifications herein are made subject to and are superseded
by official CME, CBOT, NYMEX nd CME Group rules. Current rules should be consulted in all
cases concerning contract specifications.
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