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Domestic Natural Gas Consumption
1997 - 2020
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Meeting the Challenge

Increase natural gas supply to
bring prices down

Work with our customers to
manage their energy costs

Promote innovative regulatory
approaches to mitigate the effects of
high and volatile natural gas prices

Increase infrastructure investment
to help tame price volatility
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Lower-48 Dry Gas Production Vs.
Dry Gas Productive Capacity
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Shut-In Federal Offshore Gulf Natural Gas

Production
(EIA, April 2006)
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Trading on Henry Hub suspended from 9/23 — 10/6

Bcf/d = Billion cubic feet per day, $/Mcf = Dollars per thousand cubic feet
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Supply Outlook
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Maturing Resource Base
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Major Portions of the Gas Resource Base
Are Not Accessible

Restricted
Percentage

Approximately 29 trillion cubic feet (TCF) of the Rockies
gas resources are closed to development and 108 TCF
are available with restrictions
§
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Potential

ALASKA

« Potential supply from
existing reserves

e Recent legislation passed
Included tax credits,

depreciation provisions,
loan guarahtees and
expeditedj@pproval
processes to construct a
pipeline from Alaska to the
Lower-48




Challenges for the
Emerging LNG Market

Projected Imports nal
BCED Import Terminals

Existing (5)
® Under Construction (5)
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Existing and Potential LNG Terminals
Worldwide

Existing
@ Under Construction
A Proposed

Annual Global Consumption
< 2% of World Proved Reserves
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LNG Solutions

LNG Challenges

Advocacy program

Public safety

Environmental
: Education initiative
" e Community outreach
Safety awareness
NIMBY
Legislative

Regulatory streamlining




Continued Energy Efficiency Is Critical

Encourage increased efficiency and conservation
through market-oriented initiatives and continued

consumer education
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Helping our customers lower their
natural gas bills
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Regulatory Strategies in a
High Price Environment

Conservation
Riders

Increased
Use of
Hedging

Diversified
Supply
Portfolios

Margin
Recovery
Trackers

Decoupling
Tariffs

Including Long-term
Contracts

Revenue
Stabilization
Mechanisms
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Natural Gas Industry In Brief

Growing demand, but price forecast and market
growth depend on public policy outcomes

Growing dependence on LNG, but community

outreach and public education are critical

Future bright, but integration into the global
natural gas industry is essential
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