&

A Tale of Two Fuels
- Crude OIl and Natural Gas Supply

"Ammcﬂ Ol & Gas Producers

Private Capital Conference
February 24, 2011

Houston, TX
*Benrec




> BENTEK

Energy.ic

- 160
$14 -
- 140
$12 - 120

- 100

S/MMBTU

$4 - —=Henry Hub
—=\N/TI

$/bbl

BENTEKENERGY.COM Source: ICE / 2



e 1O 1§ AT 1A DL
L0 1 00010 H | D001 00K

L Il— F
.;'BENTEK TiE 0001010100 r“ | 00016

Natural Gas vs. Crude Oil

= Even with natural gas prices below
$4.00, production continues at all
time highs; prices remain under
downward pressure

= International demand for liquids
fuels is increasing, pushing up
global crude oil prices

= Price divergence between gas and
oil is shifting the economics of
production, demand, processing
and transportation in North America

= This is a structural shift that will
drive market changes for years if
not decades to come
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Natural Gas and Crude Oil
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= Producers — shift to oil and liquids rich gas plays
= Buyers — shift to low price gas and plentiful light NGLs

* Midstream — significant opportunities in processing,
gathering and transportation
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U.S. Production Still on the Rise
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Sub $4.00 Breakevens Drive Resource Plays
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Note: Breakevens computed at 12:1 Crude Ratio and 1:1 NGL Ratio Source: BENTEK
Green Circles Breakeven’'s Computed at $80 Crude and 1:3 NGL Ratio
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Where Did the Gas Go?
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2009 Coal Switching Saves the Day
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Sheet1

		Summer		Total Cooling Degree Days		Series 2		Series 3										Summer		Total Cooling Degree Days

		2010		1134.5		2.4		2										2010		1134.5

		1988		1063.9		4.4		2										1988		1063.9

		2006		1062.2		1.8		3										2006		1062.2

		2005		1059.9		2.8		5										2005		1059.9

		1995		1044.2														1995		1044.2

		1980		1039.8														1980		1039.8

		2007		1024.2														2007		1024.2

		2002		1016.6														2002		1016.6

		1993		1016.4														1993		1016.4

		1983		1011.8														1983		1011.8

		1952		1010.8														1952		1010.8

		1998		1000.3														1998		1000.3

		1991		996.9														1991		996.9

		2008		990.9														2008		990.9

		1999		988.4														1999		988.4

		1994		988.3														1994		988.3

		1959		982.5														1959		982.5

		1954		980.2														1954		980.2

		1987		976.4														1987		976.4

		1981		970														1981		970

		1953		967.4														1953		967.4

		1990		963.1														1990		963.1

		1955		962														1955		962

		2001		950.1														2001		950.1

		1977		946.7														1977		946.7

		1973		944.8														1973		944.8

		2003		936.8														2003		936.8

		1957		935														1957		935

		1984		925.2														1984		925.2

		1986		923.2														1986		923.2

		1970		921.9														1970		921.9

		1978		921.8														1978		921.8

		1966		907.2														1966		907.2

		1969		906.6														1969		906.6

		1956		899.8														1956		899.8

		2000		897.8														2000		897.8

		1996		896.7														1996		896.7

		1975		892.8														1975		892.8

		1971		890.4														1971		890.4

		2009		888.7														2009		888.7

		1989		888.4														1989		888.4

		1968		886.2														1968		886.2

		1958		874.6														1958		874.6

		1997		865.9														1997		865.9

		1964		861.5														1964		861.5

		1951		860.6														1951		860.6

		1985		859.3														1985		859.3

		1979		858.8														1979		858.8

		1960		857.7														1960		857.7

		1963		853.4														1963		853.4

																		1976		845

																		1961		836.6

																		1974		830

																		1972		829.4

																		2004		826.8

																		1982		826.4

																		1965		805.9

																		1962		805.7

																		1992		796.5

																		1967		793.2

																		1950		763.2

				To resize chart data range, drag lower right corner of range.






> BENTEK

Energy..c

Winter Demand by Year (Nov. 1 - Feb. 15)

e

60 54th 45th 32nd 27t 15th

. M o o4 o4 &d 6d

05-06 06-07 07-08 08-09 09-10 10-11
B Res/Comm miInd mPower

BENTEKENERGY.COM / 14



> BENTEK

Energy..c

Canadian Net Imports By Region

Canadian Net Exports by Region (Bcf/d)

12.0
8.9 Bcf/d
| l 8.2 Bcf/d

10.0 - bl 6.9 Bcf/d /.0 Bcf/d
8.0 - ' . ! wpm'
6.0
4.0
2.0
0.0

A A A Al O D DD O O O O ©O VO VO O O N

L0 W0 0 0 R0 A 0 R AR AT 0T AT AN AT AN
ORISR A @ A A R A

m\West mMidwest m Northeast

BENTEKENERGY.COM Source: BENTEK Canadian Observer and Supply/Demand Report /



> BENTEK

Energy.ic

US Supply Long: Lower 48 Production Forecast

67
64
61
58
55
52
49
46
43
40

Lower 48 Dry Gas Production Forecast (Bcf)

i A |

9.1% - 5.2 Bcf/d
4.3% - 2.4 Bcf/d

S TGS o W

BENTEKENERGY.COM Source: BENTEK Forward Curve / 16



Active Rig Additions Since Recent Low - May 2009
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Capital Moving to Oil - Bakken Shale Oil Play, MT and ND
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U.S. Ethane Production From Gas Plants
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Ethane Supply Overhang’?
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Conclusions

# Even with natural gas prices below $4.00, production
continues at all time highs; prices remain under
downward pressure

*# International demand for liquids fuels is increasing,
pushing up global crude olil prices

= Price divergence between gas and oil is shifting the
economics of production, demand, processing and
transportation in North America

# Winners: Producers with oil & rich gas, Gas Processors,
Petchems, Industrial & Other Gas Consumers, Gas
Fired Power Generation, Environment
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BENTEK is an energy market analytics company, focused
on the natural gas market and related energy sectors.

E. Russell Braziel
32045 Castle Court, Ste. 200
Evergreen, CO 80439
Office: 303-988-1320
rbraziel@bentekenergy.com
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