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European Natural Gas Retainer Service

“Knowing the Numbers” in a Liberalized Market

new position at the center of the global gas trade. The U.K. and continental markets continue to go
through the struggles of finding a happy balance between spot pricing in its future and oil-indexed
pricing of its past. Spot markets have popped up in several key

E uropean gas markets offer a strange combination of distinct supply/demand fundamentals and a

markets, but oil-indexed pricing continues to loom over trade as A paperless service providing:
a central tendency indicator. Supply/demand fundamentals have | 5 Regular insights on market and
never mattered more, as all eyes focus on stock changes and infrastructure developments
weather-related demand issues with unprecedented vigor. > An up-to-date, dynamic online
Europe's massive import flexibility and utilization of both LNG database

and pipeline gas at unparalleled volumes has created a market s A wealth of “drill-down”

that is no longer just relevant to European trade, but also gas information

markets in the Americas, Asia, and the fast-growing Mideast. > Private consultation

Never has understanding the fundamentals of supply and

demand — “knowing the numbers” — been as important as it
will be in the years to come. And “knowing the numbers” is what PIRA Energy Group does best.

The breakdown of traditional commercial structures in terms of supply, demand, and prices is meeting
head-on with a wide open market structure, and PIRA is here to guide you. Like in the U.S. and U.K.
markets before it, opportunities to market and trade gas will emerge all over Europe, with third-party
access to the continent’s most important pipelines providing inroads into previously untouchable markets.

PIRA Energy Group's European Natural Gas Retainer Service (ENG) is designed to complement PIRA’s
Global Qil, Global LNG, and European Electricity Retainer Services. ENG covers Europe’s emerging
market for natural gas trade by grasping the market fundamentals and giving clients a clear view of these
fundamentals and how they will affect prices.

ENG will assist your company in several aspects of the European market:

1. Understanding the confluence of a well-established infrastructure and a “new market” feel.
2. Highlighting the shifts in market trends that will affect supply, demand, and price direction.
3. Digging deep into the numbers to reveal significant issues affecting long/short-term markets.
4. Integrating PIRA’s gas and oil forecasts in addressing interfuel competition.

This type of fundamental analysis — the hallmark of PIRA’s consulting services — provides the
foundation for a detailed assessment of European gas markets. This analysis enables PIRA to address:

» How liberalization and macroeconomic shifts affect demand growth?

Why new supply links and infrastructure will create regional imbalances?

What third-party access will mean to the market’s established players and new arrivals?
Which players appear to be gaining the upper hand?

Where opportunity knocks?
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Components of the European Natural Gas Retainer:

Weekly European Gas Price Scorecard

Each Wednesday, PIRA provides an assessment of the
key gas fundamental and macroeconomic factors
driving price movements over the next month and
quarter, including a write-up of key market factors that
change the short-term outlook for prices in the U.K.
and on the Continent. A quick recap of key factors
highlights the forces driving the market in a bullish or
bearish direction. Key monthly data foretells shifts in
gas demand by sector for Europe's biggest markets.
Charts and tables analyze primary elements of the
European gas balance such as German storage,
Norwegian supply, and U.K. demand.

Monthly Gas Market Forecast

ENG’s key deliverable, the report features supply,
demand, working gas storage, and price forecasts 12
to 18 months ahead for Europe’s largest markets,
including individual forecasts for over 20 countries,
ranging from the largest to the fastest growing. Sent
at end-month, this 8- to 12-page report breaks down
these four critical sections and builds up the results
into a clear viewpoint on market direction, which is
summarized on the first page. Monthly reports focus
on emerging drivers of price in an analytical
framework that incorporates macroeconomic
drivers, cross-commodity trends, and changes in
other markets around the world that will affect the
flow of gas in and out of Europe.

European Gas Price Scorecard

Market Issues Outlook Comments

Norway's produstion problems continue o hold
sway over the market, while the U.K.'s decline rate
has cuiedly [umped sbove 20% for the frst bme

Morth Sea Supply | |L_[ WML 50 5007 through the frst quarter. GATS pipeline
maintenance next week lurks as the next testing
point.

PIRA forecasted that Russian production would

drop to 1.45-bemid for all of June, but the

Russian Supply  __|[ [ |WM[_] reakzation that it has already hit 1.47-bemid in the
first week of the month suagests lowsr numbers
may be fortheoming. Lower ACQS come into play.

Scheduled send suts of enly 1 3-mmem/d through
the Duran pipeline to Spain in July suggest that

Aigerian Supply [ L_JL L1 _yuocates of the July start up for Medgaz rather
than the Sepiember may be winning.

If Medgaz does actually start up in July, itis hard to
see how Spain continues to bring in 80-mmemid of

we (Wm0 LNG on a consistent basis, even if they turn down
the Duran pipeline and import fiows via France. The
numbsrs simply don't add up.

Flows remain extremely high. as buying on the
i o

Interconnector [ | continent is strong due 1o a combination of lowered

minimum DCQs and higher storage inj2ctions.

Heating Degree Days | |[ || |||  Seechartbeiow

Real GDP in the euro zone during the first quarter
grew for the first ime since 30 2008, but since then
most tracking data has either flattened out or
dropped after temporarily peaking. Hungary joins

Macroeconomics | [_|_I[_| the group of it may be worse than we've been
letting on.” which highliahts that sources of finance
to perpetuste the status que may be drying up now
that fiscal stimulus has been replaced by budget
cutting as the “go to” pian for stabiizing.

Weekly European Gas Price Scorecard

PIRA Energy Group @

May 28, 2010 European Natural Gas
European Gas Monthly Forecast

Summary

The near eradication of the contract gas contango between now and the winter has taken the accelerator
off of the incentive to store gas, especially with stocks already above normal. Couple this shifi - tied to
lower oil prices — with plenty of contract buying flexibility for the rest of the Gas Year after higher
winter nopunations and the itroduction of spot indexation above minmmm contract levels and what we
are left wath 1s a market in no hurry to buy gas. Over the past month and a half, length had built up along
the forward curve due to supply disruptions, unusually high HDDs, and stronger growth in power sector
demand. What this has done is raise the floor for spot gas prices, but make no mistake, the floor is still
well below the forward curve.

PIRA has raised its spot prices for the third straight month, but the nmunbers still linger in the low 30s
and well below the current forward curve. Despite the market's bullish performance over the past iwo
months and the potential for more non-Ibsen drama from Norway, we still believe that the curent rally
1s not sustamable through the summer and prices will dip down to the low 30s, dropping below PIRA's
Henry Hub forecast. Meanwhile, the winter continues to look more constructive. Stronger demand and
areater supply risk coming from reliance on LNG to balance justifies the premium on the forward curve,
but we believe that prices will settle below these levels this winter on a prompt basis. although we have
built m a softer landing than before with a Sp/th increase in PIRA's winter price curve.

Monthly Gas Market Forecast
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European Daily Natural Gas Demand Forecast and Portal Data - NEW

A snapshot of 10-days-forward daily gas demand for five European countries. The projections incorporate
custom temperature forecasts across Europe, while factoring in the impact of developments from broader
economic trends via industrial production forecasts. Detailed daily demand data are available, with sector
breakdowns, through the ENG portal. Updated daily, these data also include demand departures from
seasonal normals and comparisons to the previous day's forecast.

Summary of PIRA's Eurcopean Daily Gas Demand Forecast (MMCM) 24 May 2010, 2:01 AM EST
For the forecast archive, please log in o PIRAS ENG Web Porral
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The European Daily Natural Gas Demand Forecast

COMMENTARY

European Daily Gas Demand

Monthly Forecast
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European Daily Gas Demand - (Forecast Issued: 5/24/2010 2:01:00 AM)
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Natural Gas Demand Data Detail on ENG Portal
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European Daily Electricity Demand Forecast - NEW

A summary report of the 10-day forecast for 20 countries, sent by email every morning (including
weekends), showing an overview of the load deviation versus normal and versus the forecast from the
previous day. The goal of this new deliverable is to offer a more frequent look at demand drivers affecting
movements on the forward price curve.

Summary of PIRA’s European Electricity Daily Demand Forecast (Issued: 6 Apr 2010, 1:58 AM EST)
For detailed hourly current and historical forecasts, please log in to PIRA’s EES Web Portal.
Baseload
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Legend FR = France; DE = Germany; NL = Netherlands; BE = Belgium; AT = Austria; CH = Switzerland; IT = Italy; ES = Spain; PT = Portugal; UK = United Kingdom
SE = Sweden; NO = Norway; FI = Finland; DE = Denmarlk; PL = Poland; CZ = Czech Rep.; RO = Romania; BG = Bulgaria; HU = Hungary; SK = Slovakia

The European Daily Electricity Demand Forecast

Retainer Client Seminar

Clients receive three (3) invitations to PIRA’s European Energy Retainer Client Seminar in London
(June). The seminar brings PIRA’s senior staff and clients together face-to-face for a strategic overview
of PIRA’s latest thinking on short-, medium-, and long-term energy markets. Clients may also request an
individual briefing.
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PIRA Online

PIRA’s Internet service gives Retainer Clients timely and convenient access to market analysis and short-
and long-term price forecasts for European gas markets. PIRA Online allows Clients to utilize multiple-
user, multi-site licenses. Some of the reports and data available online include:

“Macro Europe”

e Monthly overview of macroeconomic
trends that impact gas use in key

ClientHome  Latest Archive  MacroData Databank Search FAQ Contacts Exit

PIRA Energy Group - The Leader in Worldwide Energy Market Analysis and Intelligence

European markets such as industrial " eowene |EEENERELEEEIIEEICES 2
production, GDP, and business Ftoall| ©- - ©[DOME - [0 & R 8[B-7 2B
confidence. o | IEIEHERE]

. Major Stock Market Indices in .@ ﬂ
e Benchmark economic drivers — such as |l Germany, France, U.K. and USS.

the German IFO and FrenCh INSEE - i ki Indices Re-based to Jan ‘00 = 100, End-of-month =1

b 21 Europe

are tracked versus gas demand and gas ) = e
inventories. | T

e Large end-users of gas — such as the Ml ¥pkly SR
steel, aluminum, and chemicals — are ’ Pt 0 A
tracked to assess the possibility and : 60 ,ﬂ%ﬁﬁ
probability of underlying shifts in gas s suises | ] iy A
demand in the industrial sector. sample slide from “Macro Europe”

Dynamic Database

e Supply/demand data for 21 European countries, including production, imports, exports, storage,
and demand.

e Links to “data behind the data,” giving users a seamless connection to the entire ENG database.

e Field-by-field production for key producing countries and gas demand by sector.

e Key data on all of Europe’s working storage facilities, including withdrawal rates and working
capacity.

e Prices for eight of Europe’s largest industrial, petrochemical and power markets, including firm
and interruptible quotes for multiple size buyers.

e Key European border prices assessments.

e A breakdown of the European gas grid; which companies own and operate key infrastructure and
what markets they serve.

e Tracking of key legislation affecting EU market liberalization.

e Online access to PIRA’s regularly updated macroeconomic data (currencies, U.S. economy and
manufacturing, world economies and air travel)

e Global Equity Market Performance — updated weekly, this report tracks the performance of
equity markets in countries and regions around the world.

e Weather-impact maps for Baltic and Black seas.

e Temperature maps for U.S., Europe, the former Soviet Union, and East Asia

3 Park Avenue, 26" Floor, New York, NY 10016-5989 - (Tel) 212-686-6808 - (Fax) 212-686-6628 - www.pira.com
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Data Archive:
Clients receive all ENG-related materials over the Internet, where data and analysis may be retrieved
through the client section of www.pira.com. Monthly forecasts and analytical reports are archived,
along with a separate section on special features that
will appear each month. e e

MENTARY

European Balance YTD

Country Analysis

e Supply/demand data for individual markets. ﬂ%@@%m&mﬁm

- - . - - . . Y0 2002 M3me 2MA/80 181123 30287 T4 5R4 184,208 RE¥ ] -3 54

e Periodic online updates of significant changes in el e e e e

the market. T ——_— _— ————m,I-L--LE
T

e Gas price and tax structure assessments.

e Updates on changes in infrastructure.

e ldentification of the key players and what they’re
doing to stay ahead or fall behind.

e Notification of major changes in the market
and their potential impact.

Furopean Balance YTD % Change

Gas Balances by Country (with ENG Navigation Bar)

Overview of NGL
The Commentary markets in Europe,
section provides \ with attention paid

to spot markets and
contract prices.

analyses of European
and NGL markets as
well as monthly
features.

(]

ol

Special Features address
topics of primary
importance that have
significant long-term
impact on European gas.

Monthly analysis of
macroeconomic

drivers and how they
will impacts gas markets
in the months to come.

How much storage is

Austria? What

does Gazprom charge

for sales to Ukraine’
Research offers

clients one reference

point for all those

questions that

require a trip to

library or the Internet.

New material is added
every month.

The Data Center offers
clients easy access to data
for 21 countries on
supply, demand. Users
may search by category
of country and can
receive data in a monthly,
quarterly, YTD or annual
formats.

Fipeline Statistics

St
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Approach & Methodology

The ENG service, which provides both a Pan-European and regional focus to its analysis, is divided into
four primary components. Each of the four components provides a monthly assessment of the entire
European gas market, along with special attention paid to specific countries or issues on a timely basis.
The approach relies on PIRA’s fundamental market analysis, starting with gas supply from Europe’s “big
four” providers (Algeria, the Netherlands, Norway, and Russia) and demand trends among the most
mature and fastest growing European markets. An assessment of the overall European gas transportation
market establishes the context for regional analyses and, finally, an overview of oil indexes on gas
markets provides an outlook for prices.

In addition to PIRA’s well-known analytical command of the market fundamentals, ENG takes the
product one step further by providing readily available and easy-to-access research upon which the
analysis is built. It provides you with the entire pyramid of information, so you not only can know the
story for Europe in its entirety but several different breakdowns of 21 individual countries as well. As an
Internet-based product, ENG offers new levels of depth in terms of providing “the data within the data.”
It also offers a tracking system for key gas contracts as well as a survey of pipeline tariffs and transit
costs.

PIRA has defined regions with common infrastructure and market issues but breaks these regions down
into interlocking circles of competition, rather than separate spheres of influence. There is the “PIRA Big
Five”: France, Germany, Italy, the Netherlands, and the UK. These countries hold the biggest gas markets
in Europe and offer a diverse end-user base. One or two gas suppliers have dominated these countries for
decades. Growth has been steady, but liberalization is changing how demand grows.

Then there’s also the “PIRA Pacemakers” — Czech Republic, Hungary, Poland, Spain, and Turkey — a
group of newly emerging gas markets, which in some cases were nothing more than transit countries in
the past but are now emerging as central markets of their own. PIRA also distinguishes between Northern
and Southern European markets, which, while integrated through EU liberalization, are evolving quite
differently. Southern Europe’s future is inextricably tied to the Mediterranean market and North African
suppliers; Northern Europe contends with a flood of suppliers from the North Sea. And then there’s
Russia’s Gazprom, a single company that controls 20% of the European market. The lines continue to
blur when addressing Central Europe and the Balkans, two markets where gas demand plunged a decade
ago and is still a good 10 BCM/Y lower than a decade ago. The market is there, but who will supply it
and will it be at prices that end-users in developing countries can afford?

Analytical Framework & Service Details

PIRA takes the analytical approach of recognizing the various inter-relationships between four key
factors. Understanding these fundamental issues and value drivers is critical.

1. Gauging the Fundamentals: Exports, imports, production and stock changes all affect demand, but
so does gross domestic product, heating degree days and industrial production. All of these variables
are woven into PIRA’s demand forecast for a dozen countries in Europe on a monthly basis.
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2. Marketing Issues: What’s a more profitable play, buying gas at Zeebrugge or at the German border?
What’s the easiest way to sell Russian gas in France, directly from Gazprom, through a location swap,
or from storage? What’s more important to producers, establishing direct sales to end-users or
maintaining the profitability of existing transmission companies in which they own stakes? Storage
was completely irrelevant a few years ago; now it is a primary price setter and creator of hubs.

3. New Competition: How does gas-on-gas competition impact your market? For example, new
Russian and North African gas pipelines to Europe will affect gas prices, raising them at some price
points and lowering them at others — even at locations hundreds of kilometers away from the new
pipes being developed in the region.

4. Supply Changes: Russia, Norway and Algeria are shifting from their traditional positions as
baseload suppliers to more flexible schemes. Can they compete with private producers in the North
Sea? Market control will shift away from transmission companies, but into whose hands and how will
those transmission companies respond?

Fees

Existing PIRA Retainer Clients may subscribe to ENG under discounted terms, which are determined by
the scope of their current license. For prices, please contact your PIRA Account Executive.

Who Can Benefit from the European Natural Gas Service?

The stakes are high when making decisions regarding European gas markets, where participants can be on
either side of million-dollar gains or losses. In order to maximize your profit potential while staying
ahead of the competition, PIRA believes that “knowing the numbers” of supply, demand and price is
essential to winning success in this new and hard-to-predict market. The European Natural Gas Service
can make a winner out of:

Gas Marketers:

The shifting nature of pricing, unbundled services, and pipeline availability make the European energy
market one of the world’s most difficult markets to assess. ENG not only offers gas analysis, but also
PIRA’s respected forecasts for European oil products. Simply put, we call the market. Gas-on-gas pricing
and interfuel competition are covered comprehensively. ENG will assist you on a monthly basis in
pinning down prices, key markets for demand growth, and potential supply changes.

Pipeline Companies:

Europe’s well-established pipeline and distribution companies are undergoing the greatest change of all.
Competitive challenges and opportunities outside of traditional markets provide kilometers of uncharted
markets to conquer. Pipeline companies will be dealing with a plethora of new firms looking to do
everything from gaining third-party access to transmission pipelines to deciding how to stretch highly
profitable distribution grids into neighboring countries. ENG’s fundamental analysis offers these firms a
glimpse of how extra-territorial markets will be affecting the bottom line, providing an assessment on the
most promising growth opportunities in the region.
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End-Users:

Perhaps no other type of client will find ENG as valuable as the end-user. As the driving force behind
European market liberalization, buyers of gas, power, and oil are now faced with the daunting task of
choice. Power generators, industrial buyers, petrochemical firms, and commercial buyers will be offered
deal after deal, but with these choices comes a complex web of commercial decisions: Is the supply
source reliable? What price can be obtained? Where is the market heading? ENG provides end-users with
the numbers and analysis to correctly answer these critical questions.

Gas Producers:

The ability to access markets will be a key element in targeting Europe as a growth area. The big
suppliers in the North Sea, Algeria, and Russia all need to stretch their market reach beyond traditional
sales areas. In the UK, markets are already liberalized, and the Interconnector Pipeline to Belgium has
created the first real spot market on the continent at Zeebrugge. In Russia, several new pipeline projects
could flood Europe with low-cost gas. Will all of these projects materialize, and when? For commercial
producers, this question is critical for investment. With a bevy of new producers now able to market their
own gas, competition will be keen. ENG helps producers understand which regions will be pipeline-
capacity constrained and how these bottlenecks will impact basis differentials. Indigenous production, as
well as imports from Russia, North Africa and the Mideast, are assessed, with long-term forecasts
provided annually, helping clients assess investment opportunities.

Financial Institutions:

As financial institutions are called upon to provide debt for new pipeline and electric generation facilities,
it will be imperative for them to analyze accurately the market environment for these projects. Lending to
the power sector requires a thorough understanding of the natural gas markets that will support the gas-
fired facilities being built to compete in the deregulated European market. ENG can be a valuable
resource for conducting due diligence on regional markets, growth potential, and constraints.

European Natural Gas Service Group Key Members:

Ira Joseph (Executive Director, International Gas) manages PIRA’s European Energy Service, which
includes distinct services on European Natural Gas (ENG) and European Electricity (EES). In 2001, Ira
co-authored PIRA Energy's multi-client study on Atlantic Basin LNG markets and recently completed a
study on prospects for LNG in the Balkan and Central European gas markets. Ira joined PIRA in 1999
after working at Energy Intelligence Group (EIG) for over a decade, as Senior Editor of Petroleum
Intelligence Weekly and Editor-in-Chief of World Gas Intelligence. He has authored several books on
crude oil marketing and natural gas, including versions of EIG’s International Crude Oil Market
Handbook and World Gas Handbook, as well as several articles on natural gas swaps and gas marketing
strategy.
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Bruno Brunetti (Senior Director, European Electricity) joined PIRA Energy in 2001 to launch the
European Electricity Service. Bruno’s deep understanding of the European energy economics and the
regulatory framework of the liberalized electricity and gas markets comes from having worked with the
strategic consulting division of Caminus Corp. There he carried out a wide range of market studies,
including a recent electricity market report in conjunction with Enel’s divestment of Elettrogen. Bruno
began his career in the strategic planning department of Enel in Rome, followed by an internship with
Cedigaz in Paris, where he drafted the study, “Natural Gas in Power Generation.” He has authored a wide
variety of articles in Italian, French and English, including a significant contribution on the restructuring
of the Italian electricity market. Bruno graduated magna cum laude in economics and management from
Bari University (Italy) and obtained a masters degree in energy economics from the ENSPM, the School
of the French Institute of Petroleum (Paris).

Mickey Kwong (Director, International Gas) is responsible for analyzing Global LNG market
fundamentals including demand, production, and imports and contributes to all of the Group’s reports.
From 1998 to 2006, he was an LNG/natural gas consultant at Poten & Partners, where he advised clients
from Asia, Europe and the Americas on pricing, demand, and price risk management. Mickey has a BBA
in Finance from Baruch College.

Jakub Duba (Director, European Energy) joined PIRA recently to focus on the development of
econometric tools to analyze and predict pricing mechanisms, while also following closely the
developments in Eastern European power markets. Prior to PIRA, he worked in risk and market analyst
roles in the leading European electricity company CEZ, where he was responsible for market analytics
and price modeling on the trading floor. Jakub holds doctorate degrees in mathematics both from Charles
University, Prague and University of Missouri-Columbia. Jakub also spent two years as a Feinberg
Postdoctoral Fellow at Weizmann Institute of Science in Rehovot, Israel, and he also worked as Senior
Assistant Professor at the Faculty of Mathematics and Physics of Charles University, Prague.

Madeline Jowdy (Director, Global LNG) joined PIRA after working at Energy Intelligence Group
(EIG) as the LNG correspondent for World Gas Intelligence and Natural Gas Week. She has authored
several books on crude oil marketing and natural gas, including versions of EIG’s Top 100 Oil Companies
and World Gas Handbook, as well as studies on the Atlantic Basin LNG trade and LNG shipping. Ms.
Jowdy has a B.A. in economics and international relations from American University and has completed a
master’s program in Middle East studies at Georgetown University’s School of Foreign Service.
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