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Closing Thoughts

NATURAL GAS — After reaching $2.75/MMBtu on 5/18/2012, price action for the June-2012 contract
seesawed up until Thursday 5/24. Since then, NG futures have tumbled almost as fast as they rose. The
decline showed that sustained prices above $2.50/MMBtu likely would inspire some switching back to
coal.

To explain what factors have contributed to the recent changes in NG prices, below is a breakout of the
major forces that have tightened the market.

Supply:
e« 0n5/31/12, EIA reported that from Feb-2012 to Mar-2012 production in the Lower 48 States

decreased by 0.4%. This is the 2" consecutive month that production has decreased; however,
production continues to be at record high levels (see chart below).

« The injection for the week ending on 5/25/2012 underperformed for the 7" consecutive week. The
actual injection number of 71Bcf was slightly higher than analysts’ estimate of 69Bcf.

« Even though the actual number was in line with analysts’ estimates, the number was below the
89Bcf injection for the same week last year and under the 100Bcf five-year average injection for the
week.

» Baker Hughes data on Friday 5/25/2012 showed the gas-directed rig count dropped by 6 to 594.

U.S. and Lower 48 States Natural Gas Gross Withdrawals
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Demand:
«  NOAA's current 6-10 forecast is calling for above normal temperatures in the Midwest and South, and

normal to below normal temperatures in the East and West coasts. Considering that the coasts are
major consuming regions this report seems to be neutral at this point in time.

» Traders will closely monitor cooling demand as a function of weather in the coming weeks.

» As prices have fallen below $2.50/MMBtu level, we expect coal-to-gas switching to increase as the
economics again favor burning natural gas.
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In summary, there is a trend that NG production is declining at a slow pace as a result of dry gas
production cuts. We are not seeing a steep reduction due to associated gas from more profitable Oll
production. Regarding demand, this is a weather driven market that will be very sensitive to changes in
weather forecasts. We expect that future injections will continue to underperform compared to historical
builds as long as coal-to-gas switching is in play. Even though demand keeps trimming the excess
surplus, we are still 35% above historical levels, and currently the Lower 48 states storage is at 69% of
capacity. Below we show the “Percent Full” for the regions that comprise the Lower 48 states:

« East- 60%
e Producing- 81%
e West- 74%

The July-2012 contract will most likely move within the $2.30/MMBtu to $2.50/MMBtu trading range. The
recent decline in prices took the market out of the overbought range, so we expect some consolidation in
this area. It is clear that the supply overhang will continue to weigh in the market, so buying the dip will
continue to be a good strategy for 2012 open exposures. We have a neutral outlook for the near future.

ERCOT Heat Rates - 2012 summer heat rates (July & August) have come off during the past couple of
days; however, we expect to see an increase in forward heat rates volatility after the Brattle Group Inc.
releases a report tomorrow, 6/1/2012..

In March, ERCOT selected the Brattle Group Inc., to examine factors that incentivize investment in new
generation and other initiatives related to improving ERCOT's resource adequacy goals.

The Brattle Group has been working with investors and other stakeholders to determine what incentives
or other adjustments could improve the outlook for future electric generation and other resource
adequacy solutions. ERCOT and the PUCT will explore the report's findings with market participants and
other stakeholders to find solutions that will bolster reserve capacity margins in the coming years.

Contact your Acclaim representative to further discuss your cut situation.

ACCLAIM Energy Advisors is a full-service energy management firm headquartered in Houston, Texas. We help clients take
control of their energy costs by providing a full complement of solutions, including: energy markets information, utility bill verification,
energy risk management, energy procurement, energy efficiency, measurement and verification, and strategic energy-planning
services. We provide services in both the wholesale and retail markets for electricity and natural gas within deregulated and
regulated energy markets across the United States and Canada.

Disclaimer: This information has been provided to you for informational purposes only. Unless specifically stated otherwise, no information
contained herein constitutes an offer or solicitation by or on behalf of ACCLAIM Energy Advisors (ACCLAIM) to enter into any risk management
product arrangement. The risk of loss in trading commodities can be substantial. You should therefore carefully consider the associated risks of
trading of any securities. Information presented is time sensitive and subject to change at anytime without notice.

Information contained within is compiled from sources believed to be reliable and the information provided herein is based upon a number of
estimates and assumptions that are subject to significant business, economic, regulatory and competitive uncertainties. ACCLAIM makes no
representation, warranty or guarantee as to, and shall not be responsible for, the accuracy or completeness of this information. ACCLAIM is not
acting as an agent and is not liable to any recipient or third party for the use of or reliance on the information contained herein. This information may
not be reproduced, distributed or published by any recipient for any purpose.
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