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NATURAL GAS — Prices rose sharply today, 7/18/12, ahead of
EIA’s weekly storage report. Besides current supporting weather
conditions, nuclear outages were reported in the Northeast.
Therefore near term demand is expected to increase.

Since 7/6/12, NG had traded within a range between
$2.70/MMBtu and $3.00/MMBtu. We have seen significant
support and resistance at these levels respectively. On one
hand, defensive buying around the $2.70 level shows that there
is a perception that NG is undervalued at this price, on the other,
around the high side of the range, economics favor the burning
of coal for power generation.

Since the second half of June 2012, a high pressure system has
contributed to record high temperatures, which have caused an
increase in natural gas-fired electricity demand. Moderate to
extreme drought conditions have enhanced heat spikes across
the eastern half of the US. Likewise, such demand has trimmed
inventory injections. Prevailing warm temperatures in the Central
states will cause this trend to continue. Even though there is still
a supply overhang, concerns about reaching storage capacity
are dwindling.

The table below show a list of factors that are affecting the trend
of supply and demand:

Supply Direction Trend
Production stgady (for now), despite Decrease | Neutral
dry gas curtailments.
11 Wgeks_of l_mderperformlng injections Decrease | Bullish
are trimming inventory surplus.
Working gas in storage stood at
3,135Bcf as of Thursday, 7/12/12,
Stocks were 21.2% higher than last Increase | Bearish
year at this time and 19.7% above the
5-year average for the same week.
Working NG rig count dropped by 20, .
to 522 on 7/13/2012. 13 yr. record low. Decrease | Bullish
Nuclear Outages Increase | Bullish

Tropical Cyclone Activit Neutral Bearish
Demand Direction Trend

1-5 Day weather outlook Increase [ Bullish
Gas_, fired electricity gener_ation. Increase | Bullish
Projected growth of 21% in 2012.

Around $3.00/MMBtu some utilities are

switching back coal. Economics favor Decrease | Bearish

burning coal at this level.

For additional information about this report, conta
arios@acclaimenergy.com
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Fig.1- On Tuesday 7/17/12, the August
2012 NYMEX natural gas contract settled
at $2.796/MMBtu, $.059/MMBtu higher
than on 7/10/2012.
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Fig.2- Rising trend has continued
particularly in CAL2013 and CAL2014.

Last Price |  Weekly Change

12 Mth, Strip [ $2.95 | $0.005 | 0.2%
(AL2013 $3.63 | 60.02) | (06%)
(AL2014 $4.11 | 60.05) | (12%)
CAL2015 $4.44 | 60.03) | (07%)
CAL2016 | $4.75 | (50.04) | (08%)
Fig.3- Last price and weekly change for

NYMEX NG strips.
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Technical Analysis: _Fig. 4 shows that today, 7/18/12, the August- / \
12 contract price broke resistance and momentum is pushing —

toward $3.00/MMBtu. This is the third time this month that it has I 10 12 Gt S e, v, Lovw e

tested this resistance level. A close above $2.98/MMBtu, would & ﬁ
suggest a move up that could extend to new highs ~$3.08/MMBtu. AM
We do expect to see a pullback; however, there is a bullish
sentiment that has not allowed prices to go below the 200 day Ml s

moving average price.
[2.25

Summary: We will continue to monitor the dropping natural gas rig | x5 e T “ae i e T T
count as this decline will eventually bring production numbers

down. We believe this will happen in the coming months since
there is a lag between dropping rig count and actual production.
We expect to see high volatility in the coming weeks, so we
recommend taking advantage of price dips. We currently have a
neutral outlook for the near term and we are starting to have a
more bullish outlook for the second half of 2013 and beyond.

Fig.4

ERCOT Heat Rates- August 2012 Heat Rates has trended slightly
higher in the past couple of days, and 2013 and 2014 summer
(July & August) heat rates have come off slightly.

The U.S. Court of Appeals for the D.C. Circuit is expected to make
a decision on EPA’s Cross State Air Pollution Rule. Even if the rule
is upheld EPA might not be able to implement it until late 2013 or
2014, so an increase in forward market implied heat rates is

possible. K
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ACCLAIM Energy Advisors s 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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